SPECIAL NEW 


EAR'S ISSUE 
diary for 1998 


Des 22-23 


an Britain 
âd Europe ? 
ges 14 and 55-58 
eopolitics: 
detective story 
ages 17-19 
00 years after 
he Spanish- 


American war 
ages 36-38 


an countries 


e too small ? 
ges 63-65 


dying twins 


iges 74-76 


‘he future viewed 


nrough games 
ages 81-83 


WT 











0 





— 





=e 0UthH 
Koreas 
-. new 
start 





yi 
Baht 10 


LOD | ) 


you do whatever, 
wherever. Add in its 
extra-long battery 
life, full plug-and 
play Windows NT 
compatibility, 

20x swappable 
CD-ROM, and 
What have you 
got? No room left 
lor compromises. 
For details, find us 


at httpz//ww w.asia- 


pacific.digital.com. 


And get ready to win 


in a networked world. 


digital] 


L| 


"Mita 2000 

























Who'd have 
imagined the 
world's largest 
notebook 

screen would fit 
into such a 

small package? 
(Other than us? 
No one.) \\ ith 

its brilliant 14.1" 
screen, 5.2 GB hard 
drive and powerful 
Intel Pentium’ 
processor with 
MMX” technology, 
the 1.4" thin, 6.2 -Ib. 
DIGITAL HiNote™ 


Ultra 2000 lets 
digital MHiNote 


“=e 
iM, 
s imn ciens i ie REALM RED us CHA Qld einst Mic) mV 
f | 


pentium: 








A DIARY FOR 1998 


LETTERS 
4 On war«rimes trials, Westinghouse 
Electric, ratings agencies, investment 
in Britain, the British Library 


LEADERS 
13 South Korea's new start 
14 Britain's place in Europe 
15 Africa's democratic despots 





THEGFOPOLITICAL SLEUTH 
17 The ew through the fog: how the 
world could look in 2030 


SUMMARIES 


20 Politics last year 
21 Business last year 


22 Your global 





appointments 
ASIA En a 
25 Singapore's problems in China 


26 The Gandhi magic in India 
26 Vietnam steps backwards 
27 Okinawa shuns America’s marines 


UNITED STATES 
29 Devolution goes on devolving 
30 Miami, Cuba and the pope 
Ted Kaczynski's cabin 
Too many elk in Yellowstone 


THE SINKING OF THE MAINE 


36 The century-ago war that made 
America great, but split the Americas 


THE AMERICAS 
41 Massacre in Mexico 
42 Argentina's bombed Jews 
42 Toronto enlarged 


BANGKOK BEIJING. BETRUT BERLIN BONN BRUSSELS EDINSURGN HONG KONG 


25 ** [AMES S$ STREET * LONDON SWIA IHG * TEE 


as/) DAH SING FINANCIAL CENTRE 


© 1998 THE ECONOMIST NEWSPAPER LIMITED. NO REPRODUCTION 185 PERMITTED IN WHOLE OR FART WITHOUT THE EXPRESS CONSENT OF THE ECONOMIST NEWSPAPER LIM 














0171 Ajo 7000 * 


J "P2 >- / C 
P LL f ^ a 
JANUARY 3RD 1998 


; The 
Economist 





. To many, South Korea’s new president 

| looks like a former left-winger, who might 

| therefore be ill-suited to deal with his 
country's (and hence, in part, Asia's) 
economic troubles. Yet this is misleading: 

. leader, page 13; the hard road to economic 

reforms throughout Asia, page 69; why 

Taiwan has fared better, page 73 
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. Sig-The United States govern- 
ment is insisting on Security 
. Council approval in advance of 
.'" most prosecutions by the pro- 





posed international criminal | 
court (December 6th). Citing — 
Bosnia, David Scheffer, the Unit- 
ed States war-crimes envoy, — 





asserts that it would be “odd” for 
the court to start prosecuting peo- 
ple in a conflict that the council 
was trying to settle. His claim 
does not stand up to scrutiny. 

In fact, the parallel, indepen- 
dent prosecution of Bosnian 
war-crimes suspects has played a 
constructive role in the Dayton 






























= Radovan Karadzic and Ratko 
. Mladic, the former Bosnian Serb 
- political and military leaders, 


two of the most violent oppo- 
nents of ethnic co-existence, 
which lies at the heart of the Day- 
ton peace plan. They were pre- 


. agreement; they have been 

forced to maintain a low profile 
in Bosnia; and the possibility of 
their arrest would remove two 
big obstacles to political dissent 
and the return of refugees. 





—.. * issupposed toserve as a backstop 
< for national jurisdictions, which 

>; are too susceptible to dictators’ 
demands for amnesty as a condi- 
..— tion for giving up power. Allow- 
. ing the Security Council to pick 
up this bargaining would under- 
mine the court as a deterrent of 
future slaughter, and encourage 
. Would-betyrants to proceed with 
-atrocities in the belief that the 


op ME 
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peace process. The indictment of - 


-has had the effect of sidelining. 


Moreover, the proposed court - 
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Security Council would be will- 
ing to grant them amnesty as the 
priceofpeace. —— . 
KENNETH ROTH 
Executive director 
New York Human Rights Watch 


D——— a 
Westinghouse's woes 


: SiR—Your article "Westinghouse 
RIP" (November 29th) is an over- 
simplified obituary for a compa- 
ny that was, for many years, the 
world's second most important 
electricalequipment supplier. 
You blame Westinghouse's trou- 
bles on its previous “befuddled” 
senior management. 

No doubt Westinghouse was 
deeply wounded when the cur- 
rent management took over in 
1993. But does it not seem a little 
odd that almost $13 billion in 
cash proceeds or retained value 
flowed from its pieces if Westing- 
house was really as comatose 
under itsold managementas you 

“Suggest? The past four years at 

Westinghouse have shown quar- 

ter after quarter proof of poor 

operating performance, with a 

share price mired in the mud. 

Only after Mel Karmazin, a new- 

comer, was put in charge of tele- 

vision six months ago did the 
share price surge. 

What really happened is that 
the current management found 
it hard to turn the company 
around. Under pressure from 
analysts and media for fast re- 
sults, they took the easy way out. 

WARREN HOLLINSHEAD 
i B Retired cro 


Boston Westinghouse Electric 
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themselves; distorting the inde- 


Risky business 


Sır—Your article questioning the 
role of the traditional ratings 
agencies and their downgrading 
of South-East Asian bonds 
(December 13th) misses a number 
of key issues. They are indeed 
inherently conservative and loth 
to downgrade. The market struc- 
ture supports only two main 
agencies, which ensures their 
tacit collusion in the announce- 
ment of changes. Moreover, as 
you point out, the high profile 
and influence of these agencies 
mportant players in 





pendence of their findings. 

The fault lies in the nature of 
their product: a one-dimension- 
al risk rating. This is useful in its 
primary purpose of indicating 
the risk of outright default, and 
handy for fund managers with 


little time to study the real risks of : l ; 


investments. : 
The point is not toignore such 
meticulously calculated ratings, 


but to supplement them with 


“on-the-ground” information so 
that a more detailed picture of 


the state ofa marketcan be paint- 


ed. Domestic investments re- 
quire a leap of faith; internation- 
al ones doubly so. Important 
assumptions about business cul- 
ture—which have an impact on 


everything from the disclosure of. 


losses to the terms and criteria for 
the granting of loans—change 
when you pack your passport, as 
the turmoil in Asia has shown. 
STUART Poorr-RosB 
Merchant International 


Busy in Britain 


Sir—Your article “Farewell, gold- e 
en goose" (December 13th) is sur- 


prising, especially as it came dur- 


- ing one of the busiest weeks in 
_ the history of inward investment 
anywhere in Europe. 

. . On. December 8th Capital 


One, an American credit-card 
issuer, announced the creation of 
900 jobs in Nottingham. On 
December 9th Kodak opened a 
plant in Harrow, with 33 new 
jobs. The following day Cadence 
Design Systems announced the 
creation of 1,895 new jobs in Liv- 
ingston, Scotland. And api, a Tai- 
wanese manufacturer, an- 
nounced the creation of 600 jobs 


E-MAIL : letters@economist.com 


in Cramlington. On December 
lth Northern Ireland got an 
extra 86 jobs when Ryobi Alu- 
minium Castings announced an 
expansion at Carrickfergus. And 
on December 12th, Pfizer an- 
nounced it would be bringing 
another 1,000 jobs to Sandwich. 
On December 15th, as I write, 
there have been two further 
announcements: Acer Peripher- 
als is bringing 1000 jobs to 
Cardiff, and Honda has 
announced a further 400 in 


Swindon. Next time you an- 


nounce Britain's imminent de- 

mise, could you please do so 
when we are not quite so busy. 

ANDREW FRASER 

Chief executive 

London Invest in Britain Bureau = 
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Reading room 


$in—The British Library's new 
building at St Pancras is, indeed, 


a. magnificent addition to 


Britain's cultural landscape (No- 


vember 29th). We do not, howev- 
er, require additional storage. 


. space for books at St Pancras in 


the short or even medium term. 
Storing rarely used items in cen- 
tral London is neither cost-effec- 
tive nor necessary. None of the 
world's major libraries stores all 
of its collection in a single city- 


centre site. The "surplus" land to 


the north of the library is needed 
for additional reader space, a 
bindery and, perhaps. more sig- 
nificantly, for a multimedia cen- 
tre from which we can expand 
our educational role. 

` We need two things from gov- 
ernment. The first is legislation to 


. -ensure that Britain's copyright 
-. .. libraries can maintain an ade- 


on of, and access to, 
d other non-print 
The second is an 





publications. 


-assurance that the site to the 


north of St Pancras will be at our 
disposal for future development. 
BRIAN LANG 
Chief executive 
The British Library 


Sig—Although the new British 
Library certainly makes a visual 
impact, the immense front plaza, 
vast hallway and corridors seem 
out of place in a national library: 
about to find itself short of space. 
London GENETTE DAGTOGLOU 
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a BACKGROU ND 
| Fhe central objective of project PNG/96/001 and. PNG/96/501 (supported by the United 
. Nations Development Programme and the Commonwealth Government of Australia) is- 
the support to the implementation of the Organic Law promulgated i in 1995 and attendant 





. capacity building of the Government of Papua New Guinea's Department of Planning and 


implementation (DPI). The capacity building shall be undertaken in line with UNDP's 
. Sustainable Human Development (SHD) fra; york and DPI" $ mandated: responsibilities. 
. | The project focuses on building a decentralized planning aud management approach and 
| should facilitate establishment of ‘organizational. ructures and capacities for partic ipatory 
|. planning at distri s capable of being responsive to locally articulated 
$. néeds and that fit withii national policies and meer 


DUTIES AND RESPONSI IBILIT IES. 

| Under the: overall supervision of: the Unites N 

es Resident Representative, and in close i 

— Guiriea, UNDP's Management Develop 
UNOPS, the Senior crac Manage di 

following duties: — VERE 


Substantive: 

- Prepare technical "—— A adis régardirig a an teat ve ibus for SHD 
planning and policy analysis, which can effectively address participatory planning and 
management requirements (e.g. articulation of needs and requirements of district and 
local levels). This includes to ensure that the  psttinipls of SHD are an integral part of 
the planning process. 


~ Specify and advise on operational siditipecisen and pibosdures facilitating an effective 
participatory development planning and management m echanism e.g. organizational 
structure requirements, systems and procedures which facilitate national-local 
dialogue, NGO and private sector dialogue; ; inter-ministerial coordination as well as 
DPI own capacity-building. 



















elopmetit Programme (UNDP) 
ie Government of Papua New 
ance Division (MDGD), and 
esponsible for the discharge of the 





- Train national counterpart staff. 


Manager 
| - Guide and coordinate the work of consultants working för the project. 
- Prepare detailed workplans and progress reports documenting substantive as well as 
. . Operational implementation proposals and progress of the project. 
- Prepare Terms of Reference for consultancy inputs and sub-contracts for the project, 
control. local project pds. and prepare budget revisions upon request, 
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| EMERGING MARKETS 
TELECOM FINANCE 
. & CONSULTING 


a ‘leading provider of financial and economic advisory services in ET markets. “Teleconsult is a distin- 
guished international telecommunications consultancy and engineering firm based in Washington and London, We have formed 


restructuring services to public, private and multinational clients in the telecommunications and media sectors in. engineering 


Owing to the rapid growth of our business in Central and Eastern Europe, the CIS, ihe Middle East, Africa and Latin America 
we are eidurrenty seeking senior r and junior individuals to fill positions in the following areas: 


Technical Consultin 


e Cellular/PCS Engineering (CEL) 
+ Certification (CER) 
|. * Investment Planning (INV) 
.. * Network Management (TMN) 
. * Network Operation (NOP) 


: alato: * Network Planning (NEP) , Human Resources Department 
| Telephony (RUR) | > * Outside Plant Engineering (OSP) ^ 0 15 Whitehall 
Sector Planning (SPL) — ^. <+ Radio Freq. Engineering (RFE) London SWIA 2DD 
Sectoral /Demand Modelling (SEO _ * Spectrum Management (SPM) Men dd uus der 


è Switching and Routing (SWT) 


Applicants should send a u vitae: and covering letter indicating and ranking | 
rences for short-term (ST - less than 3 months), long-term 
t a x] F ponitions and countries authorised to work to both | 


und: Announcement 


| ao PROGRAMME MANAGER - 


— environments. He/she will have an advanced degree in development planning, pub 


. decentralization programmer] is. desi: 


DUTY STATION 


Only short-listed candidates will receive ; an acknowledgement. 








Te leconsult 
international 


and technical consulting, privatisation execution and sectoral 


Marketing & Research 


. Marketing/Proposal Mgmt. (MAR) 
* Research $ & ibd incid RES) 



















Mani Group ue 


‘Telecom: Finance Practice 
















- Teleconsult International 
Recruiting Department 
. TUA S. Pitt Street — 
‘Alexandria, VA 22314. 
B ai . USA 
-Telefax i202 

















337 TES 655 
















QUALIFICATIONS ^ 
The Senior Programme Manager will have’ demonstrated, manágerüent skills 5 inn 





administration and/or related fields Extensive (10 to 13. years) international experience 
development planning and/or insti | ional development isan asset. Work Fue in Papu 
New Guinea/South Pacific region: and/or developing countries undergoing similar 
able. F ue in English pom isa pre-rea dis 



























The Senior Programme Manager will be saadi in Port Moresby, Deparment of Ph 
ill invoh ve: regional t ube 


and Implementation. The bcc i 
DURATION 


The assignment will be of duration at one year, starting from st March (with possi 
extension for a 20d year). x Ce 


APPLICATIONS n 
Applications with full curriculum vitae, including. salary history, birth date and nationalit y 
should be sent to: : : 


United Nations: Office for Project Services — 
Division for Western Asia, Arab States, and Europe — 
Management Development. and Governance Focal Point. ë 

! Ref.: PNG/96/001/A/01/31 | | US 
Project: *Strengthening National & Decentralized Planning System z 
(SNDPS)'. es 
Position: Senior Programme Manager 


Fax no: (212) 906 6902/06 


Applications by electronic mail are received at the following mailbox: sormansp@ uno 
Attachments to electronic mail shall be amer ASCH or MSWord $, Q 


Qualified female candidates are especially encouraged to respond: 
All responses must be received within TEN working days after: prep of iu 
advertisement, ; 


URL: http: www unops.org 










1 emational il Trade Contre UNCTADIWT 
is looking for a $ 







* Senior Training Officer for its 
Human Resource Development Section - 


. HC is searching for an-officer for the implementation of its global training and 
" "counselling initiative, A major component of the initiative is the Trade Tutor Team- 
|. Building Programme (TBP) designed to develop trainers and counsellors for small 
anid medium sized enterprises (SMEs). The incumbent is expected to take on 
[technical responsibility for the business counselling and case research-writing 
| components of the TB Programme. He/she will advise ITC and the tutors, in business 
| counselling, case-writing and provide necessary technical support in the form of 
f development, review and dissemination of training and counselling materials. - 
Qualifications and Experience required: An advanced university degree in 
business administration or in a directly related field. A. technical/engineering. degree 
would bea plus. A minimum of 12 years of direct experience in business consulting 
and training for SMEs. A full understanding of the internationalization process of an 
SME, Knowledge of writing business cases. Proven communication, presentation and 
computer skills and the ability-to work with people of different backgrounds. 
^ Experience in developing countries desirable. 
° Languages: Fluency in English, a good working knowledge of French. Knowledge 
| of other UN languages especially Spanish would be an asset. Duty Station: Geneva, 

` Switzerland; Date of Entry: As soon as possible; Type. of Appoiniment: Fixed-term for 
^ one year; 
(|. dnidicative minimum net annual remuneration: Approximately USD84,000 tax free 
| with dependants and USD78,000 without dependants (including post adjustment). 
` | Plus a number of additional benefits when applicable. The post adjustment is subject 
- | techange. — 
^ [ Signed applications should be mailed to: 

$ The Chief, Personnel Section - Division of Administration 

International Trade Centre UNCTAD/WTO 
Palais des Nations. CH-1211 Geneva 10, Switzerland 
or faxed to: +41 22 7300803 
Applications that are e-mailed will not be considered. 
_Applications from qualified men and women are equally welcome. The Executive 
; Director reserves the right to appoint a candidate to a level below that is advertised. 
femal. applicants are requested to complete a United Nations Personal History 
rm (P.11) available upon request from ITC or at local UN offices. Reference to this 
‘acancy announcement must be made in any correspondence. External applicants will 
€ contacted only if they are under serious consideration, 
eadline Sd Appie ation: 28 February 1998 
..; Please quite P Ref: ITC/VNI/15/1997 


















































| INTERNATIONAL Rice RESEARCH INSTITUTE | 
Position announcement for 
Director General 


IRRI's Board of Trustees seeks an experienced professional to become | 
| the institute's next Director General. The preferred candidate should 
have a broad understanding of the biological and social sciences and an 
established reputation as a manager and administrator of scientific 
research. The applicant should possess demonstrated qualities of | 
leadership and be able to represent IRRI effectively.to donors and other 

irtner institutions. Above all, the Board seeks a creative person with. 
ino ae vision and commitment to help lead the world's rice research 
into the next century, especially in Asia, where rice is the JUR staple 

food for 2.7 billion people. | ! | 






























Anstitute is one of the most successful of the 16 research centers 
| supported by the Consultative: Group on International Agricultural 
| Research (CGIAR), IRRI's total annual budget is in excess of US$30 







| ‘hoa 850 nationally recruited staff. 


“The Director General's position is à five: year iin. once prone Wabi: with 
‘internationally competitive salary and benefits. Please send curriculum 
gether with the. names of three references (including fax or 
ail address), | EM: 30 Panay 1998, toi 












ee PO. Bo 430, 6700 AK Wagentigen The Netherlands. 
Phone: +31 (0) 317-482141; Fax: +31 9 317-484892. 
E-mail: office@s , antl 





IRRI. is located near Manila in the. Philippines. Rounded an 1960, the E 


million. The Institute employs approximately 80. international stake and ed 







General: 


The Position: 


Qualifications: 


Experience: 


Location: - 


. Conditions: 


Applications: 


* POSITION ANNOUNCEMENT 


. RESEARCH SCIENTIST: 


. ECONOMIC IMPACT OF saan 
DISEASES AND THEIR CONTROL - 
REF RS/10/97 


The International Livestock Research Institute (ILRI), founded in 
1994, incorporates the resources of the former International Laboratory 
for Research on Animal. Diseases (ILRAD, Kenya) and the 
International Livestock Centre for Africa (ILCA, Ethiopia). ILRI, a 
non-profit-making research institute, is sponsored by the Consultative 
Group on International Agricultural Research (CGIAR). The global 
mandate of ILRI is to undertake research to enhance the role of 
livestock in sustainable agricultural production systems in Africa, Asia 
and the Latin American-Caribbean region. 





ILRI employs approximately 80 internationally recruited scientists, 20:1 
postdáctoral associates and 800 programme support staff based in the- 

institutes two campuses in Nairobi, Kenya and Addis Ababa, Ethiopia | 
and at field sites in Niger, Nigeria, Burkina Faso, India, Colombia and | 
"Peru. 


ILRI has a strong. programme of research in the area of animal health 


improvement in the developing world, through the development of 


new technologies, such as vaccines and diagnostics, and of ways to 


effectively apply these to enhance livestock productivity. An important | 


component of this research is evaluating the economic impact of | 


different diseases, in terms -of production losses-and control costs | . 
incurred, as well as the impact of alternative disease control options, - 


particularly those utilising new oe under ae at 
ILRI and elsewhere. t 


ILRI currently has a position for a research scientist to >. gonic 
research into the economic impact of animal diseases and their control. : | 


The successful candidate will join.a multi-disciplinary- team in the ]- 


Biosciences Programme, under the direction of the Coordinator of the < i 
Epidemiology and Disease Control Project, The successful candidate ` 
will be required to lead the area of economic impact assessment. of 
diseases and their control, and conduct . original: ; 
improving the quality and scope of such évaluations. Hei $ 
be required to supervise and advise scientists in the: group working on 
economic impact assessments of specific diseases. ILRI’s main focus 
in Africa has been the endemic vector-borne diseases of ruminants, 
such as the tick-borne diseases and the trypanosomoses, which 
severely constrain livestock productivity in the continent. However, 
ILRI now has a global mandate, and it is also turning its attention to 
assessing the impact of diseases affecting trade in livestock and 
livestock products, of particular importance in some regions of Asia 
and Latin America. 





The successful candidate will also be required to contribute to research 
on priority. setting, in the. area of animal health research. 


Candidates should. have à PhD in A icultural Economics or in 
Veterinary Epidemiology, with a strong educational background in 
disease impact assessment. Fluency in English is essential, and a 
knowledge of French and/or Spanish is desirable. The successful 





applicant must have the ability tò work as a member of an f- 


interdisciplinary team in a multicultural: ‘environment. 


The successful candidate must. have experience of evaluating the 
impacts of diseases in animal populations, The selected scientist 
should ideally have a good understanding of the patterns of infectious 
disease in populations, the technical, political and socioeconomic 
implications of disease control intervention: programmes, and a sound 
knowledge. of the methods for undertaking... economic impact 
assessments. Experience i in the design, implementation and analysis of 
economic impact: assessment studies in livestock is essential. " 


ILRI- ‘Nairobi, Kenya. - 


The contract for this position will be for an initial two-year term with 
the possibility of extension. Salary, dependent on experience, will be 






- paid in US dollars. ILRI provides excellent benefits including 


employer-paid. medical, life and disability insurance and retirement 


. benefits. Relocation housing, annual leave travel and education 
. allowances are also provided. On-site furnished accommodation at 


ILRI is subject to availability, or a housing allowance for off-site 
accommodation is provided. 


Applicants should send a cover letter, curriculum vitae and the names 
and addresses (including telephone, fax and email) of three referees 
who are knowledgeable about the candidate's professional 
qualifications and work experience to the Human Resources Manager, 
ILRI, P.O. Box 30709, Nairobi, Kenya; Telephone: 254-2-630743; 

Fax: 254-2-631499; e-mail; ILRI - 'KENYA(Gcgnet.com. The name 
and reference number of the position for which the application is made 
should be clearly marked on the envelopes of mailed, or on the fax or 
email applications. Screening of applications will begin on. 23rd $o 
January 1998 and will continue. until the post is filled. 


ILRI is an equal opportunity employer 


THE ECONOMIST JANUARY 3RD 1998 




























THE STOCK EXCHANGE OF MAURITIUS LTD 


CHIEF EXECUTIVE 







. The Stock Exchangs 
of high calibre, dr 
Executive and ti 
represents an & 
and key financial organi: 
role. S 


is secking an experienced individual 
iative to fill the position of Chief 
stages of its development. This post 







The Chief Executive will perform the following main functions : 

` Oversee management activities and human resources 
Implement promotion and development programmes 
č of the Exchange 
| >o ^ Interact with various institutions and participants in the 
“securities industry — l 
elop a strategic vision and direction 





nts.need to have a good practical knowledge of financial 
, a proven track record, preferably at senior management level, 
uld at least hold an advanced degree in one. of the following 
plines: economics, finance, business or accounting. - | 

{tractive remuneration package, including complete benefits, will 
ided to the right candidate depending on qualifications and 


plications, with detailed curriculum vitae, should be sent by February 
9, 1998 to: Pree ee 

The Chairman, Stock Exchange of Mauritius Ltd. 
. . . 2ndFleor- “Les Cascades" Building, — 
ith Cavell Street - PORT LOUIS - Republic of Mauritius 
Fax: (230) 208 8409 E-mail: Stockex@bow.intnet.mu 

























|. The International Atomic Energy Agency (IAEA), the leading multilateral 
| organization for scientific and technical co-operation in the peaceful 
. utilisation of nuclear energy, invites applications from qualified candidates 
for the position of Legal Officer (P4) in the Legal Division. The successful 
candidate will be based at the Vienna Headquarters and will mainly assist the 
Division Director in providing legislative assistance to Member States of the 






IAEA. In particular, he/she wil; —— 5.7.7 0 

* organize training seminars and courses on legal matters for groups of 
Member States; — iR d c aE Eas 

* provide legal advice in connection. 

co-operation projectsy — ^ ^ 












with | the Agency's technical 





* review draft legislation prepared by ember States relating to the safe 
and peaceful use of nuclear energy; and o 








erial to facilitate the provision of 





| 5 participate in the development of mat 
legislative assistance to Member States. 


Required qualifications — ^ 
Candidates for the position should have: + 








* an advanced law degree with a good academic record; 





* familiarity with nuclear and treaty law; 

* at least ten years of relevant experience in an international or 
national institution; won qu BS 

familiarity with the principles of legislative drafting and a proven 

ability to prepare legal drafts; — 5. 

an excellent command of written and spoken English; a working 

knowledge of French, Spanish or Russian is desirable. 


The assignment is of a temporary nature for a period of two years. The 
successful candidate will be offered a competitive compensation package 
and excellent benefits. The IAEA provides a culture and gender-sensitive 
work environment and applications from women and from developing 
countries will particularly welcome. Applicants should send a detailed 
curriculum vitae quoting vacancy Notice No.: 97/501 to the Division of 
Personnel, International Atomic Energy Agency, P.O. Box 100, 
Wagramerstrasse 5, A-1400 Vienna, no later than 16 February 1998. 






* 





+ 
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experienced, senior consulting professionals for its China Strategy Group. The. © 
China Strategy Group provides specialized management consulting services t0. > 
multinational companies regarding their entry and operating strategies in China, H. 
In addition, the group also works with Chinese enterprises to assist them with re- d 
structuring and enhancing their overall competitiveness, The successful i 
candidates will contribute to the overall development of the Andersen Consulting | 

practice in China and are responsible for: cH 










e Promoting expanded consulting relationships with both existing and new 
clients in China and abroad. 








e Managing a variety of consulting engagements with Chinese and 
multinational clients. — dus Sene i 
Both persons will report to the Director of the China Strategy Group: One p 
position will be located in the San Francisco office of Andersen Consulting, while 
the other one will be either in Beijing or Shanghai. de f. eu a TR 









Required qualifications: 
Candidates for the positions should have: 





e MBA or equivalent advanced degree. 





e Aminimum of 5 years of experience in providing advanced management — 
consulting services to clients in the China market. 





« Solid understanding of the business and economie environment in China plu 


strong Chinese language reading and speaking capabilities essential o 









e Excellent written, presentation, and communication skills in English require 
along with demonstrated experience in leading cross-cultural teams involvin 
complex consulting tasks. o 


















| Please send detailed resume, work experience credentials and references to: — 

on, Senior Recruitment, China Strategy Grou 

ANDERSEN - Andersen Consulting, One Market Plaza. 
CONSULTING Spear Street Tower, Suite 3700, | 


San Francisco, California 94105 












All materials will be treated in strictest confidence: 
All applications should be submitte yy January 30, 19 










Business Development Officer 
The International Center for Tropical Agriculture, CIAT, is seeking a Business 
Development Officer to attain the Center's resource mobilization goals. The func 
raising specialist will have three principal responsibilities: 1) the gatherin; 
| intelligence on the priorities and requirements of donor agencies and developme 



















banks. 2.) Stimulating a preactive and concerted canter-wide effort at res 


mobilization. 3.) Assisting cientists and management in the preparation: 
negotiation of proposals that are attractive to donors. : a 





‘The business development officer would have 5-10 years international experience in 
fund-raising, proposal development, and public relations activities for non-profit 
organizations, or relevant experience in marketing or public relations in the privat 
sector, The successfiil candidate will be an outgoing, energetic, self-starting, service 
oriented team player who thrives under pressure and is hungry for success. Perso 
presentation skills, demonstrated speed and fluency in “writing English using word 


processing and willingness to travel exte ively are all essential. 




































Desirable attributes include. a comman -öf Spanish and/or other international 14 7. 
languages, experience in multi-cultural organizations, knowledge of international H- 
agricultural research; and competence: in managing. spreadsheets and data: bases: | | 
Track record and personality aré-more important than education, but the successful 
candidate may have.a post-graduate degree in communications, development, jf: 
marketing or social sciences. A Ph.D. is nót required. Salary would he according to H 
experience, with a competitive set of benefits. MN imc 








The business development officer will report to the Director of Strategic Planning [| 
and will serve on the center's resource mobilization group that includes the senior JF 
management team. The position is based in Cali, Colombia ; 


CIAT is a non-profit agricultural and natural resources research institute supported ff 
by the Consultative Group on International Agricultural Research (CGIAR), an H 
international consortium of governments, development banks, donor agencies and HP 
foundations. CIAT is an equal opportunity employer and believes that the diversity Jf 

of its staff contributes to excellence. CIAT encourages applications from both jj | 
women and developing courtry professionals. Applicants should send to amiveby fio | 
February 20 a brief narrative of suitability for the position, a full curriculum vitae HE 
and the names and addresses, fax and e-mail of three referees, to Dr. Dougla 
Pachico, Director of Strategie Planning, CIAT, AA 67-13; Cali, Colombia, Fax (5 
445-0073, E-mail D.Pachico@cgnet.com Des Det 









H technical change i in agriculture, research investment, developme 


Work! Alliance for Citizen Participation . 
SECRETARY GENERAL 


The Board of Directors of CIVICUS wish to appoint an 
outstanding leader to the position of Secretary General. 


CIVICUS is an international alliance dedicated to 
strengthening citizen action and civil society throughout the 
world, and has 360 member organisations from 70 countries, 


The Secretary General, who will report to the Board and be 
based in Washington, DC, will be responsible for: directing 
CIVICUS operations, and managing staff, communications, fund 
raising and membership development; working with the Board 
on policy and implementation; representing CIVICUS, and 
supporting members, in national and international organisations. 


Candidates should have: demonstrated. leadership and 
entrepreneurial qualities, with a clear participatory style; 
considerable experience with civil society organisations at 
| local and international levels; a strong ability to operate across : 
cultures and organisations, both public and private, large and - 
small; and excellent communication skills in English. 


Applications, which will be handled on a strictly confidential - 
_ basis, must be received by 30 January 1998, and should be sent to 
the. consultant eae CIVIC US: Me Graeme Galt, Level 28, 

| Chifley Tower, 


Tel: +61 2 9233 4244 Fax: +61 2 9233 3727 
TURIS ckhsyd@onaustralia, com.au 


add nomist: : 


The oteninisush: Center for Tropical ABAS, CIAT, is —— an economist f 
to analyse the impact of investment in agricultural research. The economist will H 
have three principal responsibilities: 1.) Estimate. the expected returns to H 
alternative research investment relying principally on consumer surplus models of di 
the effect of technical change inagriculture; 2:) Focus particularly on studying the. f 
distributional consequences of new technology on various producer and consumer | 
greups; 3.) Assess how agricultural. and natural resource. aac research can | 


[I| most effectivel ly contribute to poverty alleviation. 


WA Ph. D. in economics, agrícu itural economics or. lead discipline | is “expected, l 
with a good grounding in empirical: methods, data analysis and theory. Ihe | 


successful c didate will have an interest and background in the following . areas; 


America; The ability to work weil with other: scientists in an inter 
is essential. Command of Spanish or Portuguese would be: a great asset. NU 


The position would be a two-year, contract at the. ‘post: “doctoral or festak fellow ii 


level. depending on experience. This research will. be carried out in conjt 
owiha joint CIAT-IFPRI research project. Journal: quality publicati 
expected to result from this work, and it-should: provide an input to the des gn 





CIAT Strategic. Plan 2001-2010. The position will be based in Cali, Colombia and 1 
will report to the Director of Strategic Planning. CIAT policy. includes |] 
performance bonuses for all intemationally recrüited staff as well as a Sümpeuttys H 


ff sét of benefity is 


ve «up. on. ieee penne tia Research 1 (CGIAR), an 


sortium of governments, a banks, donor posae an . 


overty, Latin. 
S zi linary team 


| INTERNATIONAL ORGANIZATION. FOR MIGRATION (Om | 


BASED IN GENEVA 


IOM, an intergovernmental humanitarian organization with: 59 Member States and 
over 70 field offices worldwide, committed to the principle that humane. and | 
orderly migration benefits migrants and society, has the following vacancy. 


HEAD OF OFFICE-BUDAPEST 


Under the direct supervision of the IOM Regional Representative in Vienna, the 
successful candidate will be responsible for the activities of the IOM Office in Budapest. 
Specific functions will include ensuring that the assisted return programme becomes a 
viable programme with a sufficient caseload, directing the operational, administrative, 
personnel, budgetary and financial matters of the IOM office in Budapest, preparing 
regular reports and programme updates, preparing regular programme evaluation and 
analysis, liaising and cooperating with governmental authorities, diplomatic missions, 
other international organizations and non-governmental organizations, keeping the IOM 
Sub-regional office in Vienna fully informed of the Mission's activities, planning, directing 
and supervising the professional, managerial and administrative personnel and related 
matters in accordance with JOM regulations, taking full responsibility for the successful 
execution of ongoing operational programmes. 

The successful candidate will: 


* havea university degree, preferably in Law, Political Sciences, Education and/or 
international Relations. : . 
have at least three years of working experience. inthe field of, or related to return; 
experience in working with governmental authorities in liaising with foreign 
institutions, preferably in migration affairs. Capacity to. organize and supervise 
projects; sound knowledge of financial and business administration; Y to 
motivates, supervise and direct staff. . 
have excellent written and oral c communication i in n English: working knowedge of 
German or French, 
possess and demonstrate personal: commitment, Mickey flexibility, drive for. 
results,.creative thinking. Ability to work effectively and harmoniously with colleagues 
from varied cultures and professional backgrounds. Excellent communication skills. 
IOM offers an attractive salary and benefits package. Applications from quee: ied female 
candidates are strongly encouraged. — 
Candidates meeting the above criteria should submit detailed curriculum. vitae, no o later 
than 16 January 1998, to Recruitment Unit; Resources Division, IOM P.O. Box 71. 
1211 Geneva 18, Switzerland l 
IOM web-site is: http//www.i iom.ch $- g 
CANDIDATES WILL BE CONTACTED ONLY IF THEY ARE UNDER SERIOUS 
CONSIDERATION. 


CGIAR System-wide Genetic 
Resources Programme (SGRP) "3 


CSN International Plant Genetic 
IPGRI Resources Institute (PGRI) 


CGIAR System-wide information Network 
for Genetic Resources (SINGER) 


Proj ect Leader 


| The. Byte uide: Genetic Resources. Programme 
J (SGRP). of the Consultative Group on International 
Agricultural Research | (CGIAR) is. looking for a 
Project Leader for the CGIAR Information System for 

| Genetic Resources (SINGER). k 


| For more information, | consult the Web page of the 





International Plant - Genetic Resources Institute 


. (IPGRI) at http:// www. cgiar.org/ipgri/employ.htm 


or contact Ms. Lotta Rasmusson, Human Resources 
Officer, IPGRI, Via delle Sette Chiese 142, 00145 


.| Rome (tel. 39 6 518921 or fax 39 6 5750309), email: 
‘Lrasmusson@cgnet.com. 


Please note that closing date for applications is 15 
February 1998. . 
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What's the best source of business intelligence 


on any one of 33 countries in Asia? 







For the very best analysis of economic and political developments in 33 countries 
in Asia, your prime source of information is Country Reports from the Economist 
Intelligence Unit. Now when you order an annual subscription to two or more 
Country Reports you get a third Country Report subscription FREE. 


and standard format. The comprehensive 
statistical tables and clear. analytical text 
provide a detailed insight into the structure and functioning of every 

country you need to investigate. It is invaluable back-up for your quarterly 


Country Report. i 


If you are serious about finding the best, most cost-effective source of 
country intelligence in business, look no further than Country Reports. 


The business world is filled with different opinions and conflicting 
reports, and authoritative information is hard to find. If you are 
serious about international business, you need reliable objective 
intelligence. At just US$405 per country per year, Country Reports 
provide everything you need to know in a format that allows you fast 
access to the information you want. 


Published quarterly, Country Reports monitor the major 
developments in Asia as well as in over 150 other countries around 
the globe. Each Report provides an overview of the main economic, 
political and business issues that affect a country domestically and 
internationally, and offer valuable short-term outlooks on the 
economy. Each quarter you will receive: 











FREE Country Report subscription 


As a special introduction to Country Reports you can take 
advantage of a unique offer: order two or more Country Reports 
before January 3ist 1998, and you will receive one Country Report 


e a review of political, economic and business developments, with subscription of your choice free. 


analysis of their significance; 
e assessments of budgets, new laws and macroeconomic statistics; 
e a clear view of the country's short-term future. 


Order your annual subscription to two or more Country Reports and choose one 
annual Country Report subscription free by calling: 


With every Country Report subscription, you will also receive a FREE 
Country Profile worth US$195. This presents each country's basic 
structure, both political and economic, and includes extensive 
statistical tables covering the previous five years. 


852) 2802 7288 


and quote reference 3ABOSV 


Terms & conditions of the offer: Subscribe 10 two or more annual Country Report subscriptions and choose one annual 
Country Report subscription fme. The Economist Intelligence Unit reserves the right to request payment before despatching 
Reports Offer closes January Sist 1998. Offer onty available when reference code is quoted. Introductory offer only available with 
orders for new subscriptions This offer cannot be exchanged or used in conguncnon with any other offers 


Revised annually, the Country Profile organises data from a diverse 
range of international and national sources into a compact, coherent 





Order two or more Country Reports and choose a third Country Report annual subscription free. 







To order your Country Reports by post, simply tick where indicated (remember to select one free Country Report when you order two or more Reports), complete your personal details, 
choose your payment method and post to: The Economist Intelligence Unit, 25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong. Alternatively, you can order by telephone on 
(852) 2802 7288/2585 3888, fax on (852) 2802 7638/7720 or by E-mail: hongkong@eiu.com http:/Avww.ciucom 














Pacific Islands: Fay, 











) Mauritius, Madagascar, 
Seychelles 


Guatemala, El Salvador 
lamaica, Belize, 


! United Arab Emirates 


Austna 


] Belgium. Luxembourg 














Asia | India, Nepal p ee adc a oe Personal details C] ! enclose a cheque for US$. 
l Sou wea, - sach uU si : 
| C Australia inconisis Western Samoa, North Korea Please attach your business card or (payable to The Economist Group (Asia/Pacific) Led) 
| Ci Bangladesh > pta Vanuatu, Tonga. Sri Lanka complete the following. 
| r2 Cambe - Malaysia, Brunet New Caledonia i [] Seve ah POSER 
Cambodia, Laos Pakistan, Afd'umistan Taiwan LJ lam paying by telegraphic transter tc 
i ^ IN | j Fi , n : 
hina. Monge — J Papua New Guinea Thailand | (Dr/Mr/Mrs/Ms) Initials: -——- Chase Manhattan Bank NA.G/F 
jong Kong, Macau J] New n 7j Philippines Vietnam : ^ n I c 
pp ^ Lug Surname: Alexandra House, Des Voeux Road, 
entral, Hong Kong. 
Africa ) Bermuda, Bahamas, O Iran Kyrgyz Republic, Job title: Central, Hong Kong 
Angola Barbados, Netherlands J Iraq ] Tankistan, Turkmenistan E — musa A/C No. 68-39-05838-2. A/C Name: 
Botswana, Lesotho Antilles, Aruba, [3 Israel, The Occupied | Poland - The Ec ( 
Cameroon, CAR, Chad Turks & Caicos Islands, Temtones O Romania Company: " apres — 
[] Congo (Brazzaville), Cayman Islands O Jordan [] Russia (Asia/Pacific) Limited. 
São Tomé & Principe, | Bolivia [1 Kuwait ! Slovakia Address: =! = = 
Guinea-Bissau, Cape Verde © Brazil O Lebanon [1 Slovenia (Please enclose a copy of your telegraphic 
Cóte d'Ivoire, Mali ] Chile Libya DO Ukraine - — transfer instruction) 
Ethiopia, Eritrea, Somalia. Colombia Morocco ] Uzbekistan 
Djibouti Costa Rica O Oman, Yemen Yugoslavia a r1 ; 
: us stcode: A æ charge U! i 
Gabon, Equatorial Guinea Cuba, Dominican J] Saudi Arabia (Serbia-Montenegro), Postcode LJ Please charge US$ to my 
Ghana Republic, Haiti, ) Sudan Macedonia N m , i m à 
D Guinea, Siera Leone, Libena Puerto Rico ) Syria Country: — Amex LJ MasterCard L Visa LI 
J Kenya Ecuador O Tunisia Western Europe 


Nature of "Ss: 
ature of business: — Aor No. $ 























Mozambique, Malawi Windward and Leeward North America O Cyprus, Malta Tel: pa = 4 =e 3 

3 Namibia, Swaziland Islands C) Canada | Denmark, Iceland Signature: _ 

] Niger, Burkina Faso Mexico ] USA ] European Union Fax: — d 
Nigena Nicaragua, Honduras Finland 

| Senegal, The Gambia ] Panama Eastern Europe & the France E-mail: Card expiry date — 
Mauntania ] Peru former Soviet Union D Germany , $ — m 

J South Africa Trinidad and Tobago, | Albania O Greece L.] 1 prefer not to receive promotional 
Tanzania, Comoros Guyana, Sunname J Azerbaijan ireland Payment method mailings from other companies. 
Togo, Benin Uruguay, Paraguay O Belarus, Moldova Q Italy - 


Price per subscription is US$405 less 10% 





Uganda, Rwanda, Burundi Venezuela ] Bosnia-Hercegovima, 1 Netherlands 
Zambia, Democratic Croatia Norway discount for orders of USS2,000 or more. 
ore of Congo X ae i 1] Portugal Higher discounts apply for bulk orders; 
imbabwe M ist Crech Republic ] Spain , 2 ; , 
& North Africa Lithuania a Sweden please call for details. 
Latin America Algena | Georgia, Armenia | Switzerland 
& the Caribbean Bahrain, Qatar Hungary | Turkey [C] Please proforma invoice me The Economist 
Argentina Egypt Kazakhstan United Kingdom (Reports will be sent on receipt of payment) SABQSV Intelligence Unit 


The Fronomist Intelligence Unit Limited, 15 Regent Street, London SWIY 4LR, UK. Registered in 


England and Wales No. 1762617. Registered Office: 25 St James's Street, London SWIA IHG. 
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Bound in 
genuine leather 
accented in 
22kt gold. 


YOUR COLLECTION INCLUDES THESE 
HISTORY-SHAPING WORKS... 


The Wealth of Nations The Interpretation A Vindication 
hy Adam Smith of Dreams of the Rights 
by Sigmund Freud of Woman 
Common Sense hy Mary Wollstoner raft 
hy Thomas Paine Magna Carta 
Uncle Tom's Cabin 
Democracy in America A General 1 heory by Harriet Beecher Stowe 
by Alexis de Tocqueville of Employment, 
Interest On the Origin 
Das Kapital and Money of Species 
by Karl Marx hy John Maynard Keynes hy Charles Darwin 


AND OTHERS 


D 
5 4 













hese are. 
the course of | 
f their words has caused people to 
ose their lives or to better them... 
0: flee. their native countries and - 
o er ate new ones.. to understand. 












Chan e The World. " 
elegantly bound in 
genuine leather. 


never be forgotten. 
The rare book that is — 
so revolutionary, so per- 
suasive, that it changes 
the course of history, . 
demands our attention... 
even centuries after it is 
published: 


subject— before Thomas” 

Paine published C ommon 
Sense and sparked tt the America 
Revolution. E e 








e The Great Depression d eked : c | 
until John Maynard Keynes sug- .—— — 


Easton Press 
47 Richards Ave. « Norwalk, CT 06857 


THE BOOKS 
THAT CHANGED THE WORLD 





at T gested that government spend money A 
IT he power . when individuals and private (industries — 
. uphis ideas in A General T heory Hof = 
i Employment, Interest and Money. tis: 
still the century s 
-om economics. 


Books that will M 


e George Washington consid- cu E 
ered himself a loyal British Y CA] 













ople dismissed dreams as non- 
sense, V hout meaning, until. 
-Sigm nd Freud shed light on. 

eam: nd the extraordinary role. a 







would not or could not. He summed - 





most influential w ork m 


4 id today i in hardcover, leta one 
A purióus leather editions. 









Easy i underéfanti s 
introductions. TUE 


Each volume i in The Books That ; 
Changed The World is introduced by — 
a leading authority. These easy to 
understand introductions will help z 
make each work more accessible, —. 

and explain how its contents were 
able to change the course of history. 































E fac oh volume is printed on the finest 


quality acid-neutral paper. Pages are 
. gilt-edged for ee and iri d 











The Collection. 


he Books That C hanged The World 
Smyth sewing and concealed = = includes forty history-shaping wi ork " 
ee joints strengthen the binding that will be shipped at the rate of one 
and ensure PH book s long fe. | book per month. Your satisfaction is - 

i completely guaranteed. Each volut 

is affordably priced at $45 (pl us 

| s 75 shipping and handling) You: 




















E HX or r full rehind;. nd 
l E y, you may cancel your- 
e subscription at any time. Order today! ne 
= Endpapers are elegant moiré 3 fabric, i 


cand each volume has its 


own satin ribbon page marker. pr 
| e MB LANA 


"phone Orders: 1-800-367-4534 Ext. 196-350... 
Monday-Friday, 8 am - 6pm Eastern Time 


coc RESERVATION APPLICATION ~ 


Please bill $48.75* and any future books to my: 
Li VISA Li MasterCard [C] Discover 


pore "edit Card Num GS EIER ECCE C DNE CERDO SC CDD ROC M COE QNS: 


Please send me the first volume, The Wealth of Nations, for only $45 plus 


$375 shipping and handling, and reserve my subscription to The Books z 
That Changed The World. | understand that either party may cancelat Name 
any time and that | may return any book within 30 days for a full refund. 
All orders subject to acceptance. Any applicable sales tax i ili be billed with shipment. Higher Address e 
|. shipping and handling outside the US. *Includes shipping aud handling. - 
* Fax number: (203) 831-9365 MID OI NR eee ee ENS 
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Requires a Global Advisor for the disinvestment/ 
strategic sale of GO!’s shareholding in 
Bharat Aluminium Company Limited (BALCO) 


The GOI intends | to initiate disinvestment/strategic sale of its shareholding in BALCO and proposes to appoint a 


o Global Advisor (GA) to advise and assist it. , 
BALCO is the first pubiic sector company in the field of aluminium with a 
a networth of USD 205.86 million (1 USD = INR 39.05). It has integrated faci 


_ of aluminium semis per annum at Korba, Madhya Pradesh. - 


ith an annual turnover of USD 194.77 million and 
lities for manufacture of 100,000 tonnes — 


- ^ The responsibilities of the GA will broadly cover assessment and valuation of BALCO, suggesting measures to 
= enhance sale value, preparing a detailed information memorandum, marketing the sale, inviting and evaluating the 


og bids, negotiating with prospective buyers, drawing up the sale agreement and advising on post sale matters. 


| i 2 internationally reputed merchant/ 
-. investment banks, consulting firms 


. :and financial institutions with 
. , expertise in privatisations/strategic 


< sales are invited to submit 


 . Expression of Interest for selection 


;. 88 GA,singly or as a consortium, 
> + Ofor before January 15, 1998 
B : with the following details : 


.. 1. Full particulars of the 
o constitution, ownership and 

main business activities of the 
Prospective GA (Bidder) i 
covering, inter alia, its global- 
network and media of global 
access highlighting India 
presence. 


Be Unabridged Annual Reports or 


The above particulars should be provided year-wise 


transactions in respect of India. 


Bidders shall deposit along with their Expressio 


audited financial accounts for 
the last three years. 


. Details of material pending 
litigations and contingent 
liabilities, if any, that could affect 
the performance of the Bidder 
under this mandate, as also 
details of any past convictions 
and pending litigations against 
the sponsors/partners. 


. Details of similar transactions 


.. (Government, Quasi- - EE 
Government and Private Sector... 
 Separately| executed/under ==] 


vea s ie uit 


execution by the Bidder in. 
Similar sector and region. ^ 


valuation, transaction marketing 
and bid evaluation and 
negotiations. 


. Experience in Capital Market 


transactions (both equity and 
debt) in Government, Quasi- 
Government and Private Sector 
separately indicating the 
number of deals executed and 
quantum of funds raised. 


. Expertise including Research 


coverage in the relevant sector. 


. Proposed methodology of the 
Disinvestment/Strategic sale 


transaction. 


. In case of Consortium Bids, the 


co-ordinating Firm with 


. principal responsibility for the 


mandate. 


(wherever applicable) for the last three years and separately for 


n of Interest a non-refundable earnest fee of INR 20,000 (or US $ 


- equivalent). by way-of Demand Draft payable at New Delhi in favour of Bharat Aluminium Company Limited. GO! 


reserves the sole right to refuse any or all Expressions of 


interest without assigning any reasons therefor. 


All potential Bidders are requested to approach for details and send their Expression of Interest to 


. SBI Capital Markets Limited, Consultants to the GOI in selection of the GA, at the following address : 


o 


SBS 
Neto 
Sticks 
Linton 


The Deputy General Manager 


Corporate Advisory Services 


SBI Capital Markets Limited 


202, Maker Tower 'E', Cuffe Parade, Mumbai 400 005, India. Tel : 91-22-218 4704, Fax ; 91-22-218 8332. 
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South Korea’s new start 


HE most common phrase attached to 

Kim Dae Jung, the man South Koreans 
elected as their new president on December 
18th, has been “former left-wing dissident”, 
or some variant thereof. The implication has 
been that Korea’s latest President Kim will 
find it hard to accept the tough medicine re- 
quired to cure his country’s financial col- 
lapse, or will somehow have to ditch his old 
ideology in order to do so. Fortunately he and 
his advisers have already made many of the 
right curative noises, and some of the right 
moves, even though Mr Kim does not for- 
mally become president until February 25th. 
Investors, and most crucially foreign lenders, 
seem mollified, at least for the time being. But will that last? 
Can an old left-winger really learn new tricks? 

As has become clear with every new deepening of East 
Asia’s troubles, the answers to those questions not only mat- 
ter to South Koreans. A widespread default on official or, 
more likely, private debts in that country could tip some Japa- 
nese banks over the edge, would cast a black shadow over the 
rest of the region, and could well begin a process of debt re- 
trenchment that would at best bring about a worldwide eco- 
nomic slowdown, at worst a recession. And let it not be for- 
gotten that the Korean peninsula is pregnant with political 
dangers, too. Home to the cold war’s last hot frontier, the col- 
lapse of either North or South, or both, would alter the deli- 
cate balance between Asia's three great or almost-great pow- 
ers: China, the United States and Japan. 


Out of the waffle-pan, into the fire 


In facing up to those dangers, and living up to the importance 
ofhis task, President Kim has made a good start. But to under- 
stand that start, and to get the measure of what is required of 
him in future, it is vital to ditch the idea that he is a “left- 
winger” who is becoming, or has to become, a convert to free- 
market ideas once anathema to him. That is so partly because 
such labels are everywhere much less helpful than they were, 
but partly also because in South Korea's circumstances (and 
Mr Kim’s) they are especially misleading. 

What Mr Kim has been ditching, and must keep on ditch- 
ing, is not a left-wing ideology but pre-election waffle. In a 
presidential campaign in which all three main candidates 
produced economic arguments of the most dismal sort, Mr 
Kim did his best to be as dismal as the rest. He talked of en- 
couraging job-sharing, solicited workers' votes by claiming he 
would oppose lay-offs, and made rash promises about tre- 
bling incomes within five years. Although he was the first of 
the three to embrace the need for a rescue by the International 
Monetary Fund, he made worrying noises about wanting to 
renegotiate the deal once he entered office. 
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All that was depressing, but sadly not 
much more depressing than the economic 
discourse during many election campaigns, 
in many countries. However, the only good 
thing that comes of being elected in the midst 
of economic trouble as deep as Korea’s is that 
at such a time there is a better-than-usual 
chance that your campaign promises will be 
forgotten, or at least forgiven, amid the des- 
peration for a solution. And that is Mr Kim’s 
opportunity. 

It is an opportunity he shows signs of seiz- 
ing. With his support, the National Assembly 
(in which he has no majority) has already 
pushed through several reforms requested by 
the 1MF, including greater monetary-policy independence 
for the central bank, a new structure for financial regulation, 
and, by April, the lifting of the old 50% ceiling on foreign own- 
ership of listed Korean companies. Some may say that he had 
no choice, and that the desperation is his; that in his desire to 
keep the IMrand foreign bankers sweet, Mr Kim will bear any 
burden, open any market. But, though that interpretation is 
plausible, it could well be inadequate. The reason returns to 
the inappropriateness of that "left-winger" label. 

Mr Kim earned this label in the 1970s, when he began to 
campaign for democracy and against Park Chung Hee’s mili- 
tary dictatorship. Given the communist crazies north of the 
border, it is not surprising that Park’s regime chose to label a 
democrat as a left-winger, but the label was no more true of 
him than it would be for a pro-democracy campaigner in 
China. Yet it stuck: as democracy emerged in the late 1980s, 
the label remained a convenient weapon for his rivals. 

But what of Mr Kim's concern for trade unions, his com- 
ments about job-sharing, his loyalty to his native and rela- 
tively poor Cholla region? In time, these sentiments could re- 
veal him to be a soggy socialist. But there is another, more 
promising interpretation, which fits better with Mr Kim's 
parallel claims to be a free-market liberal, claims made not 
just in the past few IMr-pressured weeks but in a book pub- 
lished in 1996. 

This is that South Korea's main political problem has 
been the excessive concentration of power, and what a good 
democrat, left-winger or right, should therefore want to do is 
to break that power up. The past three presidents’ regimes 
have been sullied by corruption (and other) scandals, which 
have arisen partly because ofa long-ruling party's dominance 
ofthe state, but partly also because the economy has since the 
1960s been dominated by a small number of huge conglom- 
erates, the chaebol, which have used any means available to 
fight off successive governments’ efforts to reduce their 
power. In opposition, Mr Kim supported trade unions be- 
cause they were the only countervailing power against the 
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. That is what a market liberal would do, and itis what Mr 
Kim appears to intend. Doing it will not be easy, because the 
. top chaebol remain powerful (the four biggest account for a 


> erate bankruptcies and lay-offs, bringing large-scale unem- 





_ As the single currency approaches, Europe needs to rethink 











-its aim of "ever closer union” 


LX fers no real power, it does seem awkward that during the 
. coming half-year the job will be held by Britain. In May Eu- 
rope’s governments will decide which among them will take 
-part in their planned monetary union. Exercising titular lead- 





ot taking part (and one moreover which is choosing to 
d aside, rather than being obliged to because of fiscal mis- 
nanagement). It looks bad. It will crimp the celebrations. And 
tis especially awkward for Britain's new government. Tony 
ir is not one to exult over disagreements with his Euro- 
1 ds. Rather he seeks harmony and consensus under 
is own enlightened leadership. Sustaining that conceit dur- 
ng the coming weeks will strain even Mr Blair. 
convenient as it is going to seem, it is salutary that 
icy will push Britain's reluctance over EMU into 
ie. spotli lore than any other unresolved question re- 
rding the single currency (and there are many), Europe's 
overnments need to settle the relationship between the sin- 
le-currency “outs” and “ins”. And this is only one aspect of 
he broader but no less urgent question of what kind of 
Union Europe is building. An exercise of intellect is required, 
ind woefully overdue. Anything that may prod governments 
o embark on it even at this late hour is welcome. _ 
Multi-system, not multi-speed — — 
Unfortunately, seeking to minimise his embarrassment, Mr 
. Blair is unlikely to press the questions very hard. He 
. Fécognises that neither public opinion nor the economy is 
. ready for EMU, and so has ruled out British membership in 
. the first wave. Quite right. But the Blair variant of “wait and 
___ See”, in the interests of harmony, plays down the possibility 
~ that Britain may choose never to join. This is a pity, because 
~ that may prove to be what Britain's voters want. Other coun- 
. tries, inclu mit themselves to the euro this 
: o retain (or restore) their cur- 
1ings go, they may be right to do 
led a success in the core of France, 
nelux countries. 
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_ Britain's place in Europe — 


ALTHOUGH the presidency of the European Union con- 


ership at this momentous time will be one of the four coun- 






0 years. To pre- 
gt ets against him, 
! nder a sense of national ur- 
gency around his reforms, as well as weaving a prudent but 
equitable safety-net to help the newly poor. _ 

It is far too soon to say whether President Kim will be up to 
his task. But he starts it with the right intentions. And, as a 










count fora tribune for freedom rather than an old-style authoritarian, he 
third of domestic output) and because competition willaccel- ~ 


stands a better chance of success in dealing with Korea’s so- 
cial challenges than do his equivalents elsewhere in Asia. 





in logic why a single currency should oblige governments to 


- “harmonise” their tax or labour-market policies, for instance, 


and one good reason of political economy why. any such 


thing should be opposed—namely, that harmonisation en- 
larges the power of the state at the expense of individual free- 


dom, whereas competition among governments (the alterna- 
tive to harmonisation) does the opposite. Yet many of 
Europe's politicians seek harmonisation as an end in itself. 
Others would accept more of it as the price for (in their view) 
more effective action to reduce unemployment, promote 
competitiveness or what have you. | | 

The battle to build a liberal Europe is by no means lost. 
Politicians opposed to the expansion of state power, who take 
seriously the principle of subsidiarity as a check on cartelised 
government, are to be found across Europe. But now that Brit- 
ain has ditched the Tories, these ideas are no longer expressed 
so forcibly by any European leader. One of Labour's first acts 
was to opt in to the social chapter of the Maastricht treaty, a 
measure which cannot be reconciled with the idea of subsid- 
iarity, or for that matter (given Europe's unemployment) with 
common sense. True, Mr Blair and his ministers, when not 
affirming their zeal for Britain-in-Europe, have so far seemed 


commendably liberal, on the whole; they insist that worries 


about a European drive for more interventionist policies are 
unwarranted. Britain’s foreign secretary says that “the high 
tide of integration has passed.” But this may be wishful think- 
ing. In Europe his view is not widely shared. 

_ Whether the single currency spurs new and bolder efforts 
at political integration within Europe remains an open ques- 
tion (see pages 55-58). Whatever the answer, it cannot be taken 
for granted that all of the gu's members would want to take 
part in a faster-integrating Union. In all likelihood Britain 
and some others would prefer to stand aside from aspects of 
it. Enlargement of the Union to new members in Eastern Eu- 
rope, countries with profoundly different economies and 
fragile new democratic institutions, makes the idea of a 
multi-system EU seem all the more necessary. Yet Europe is 
entirely unprepared for this possibility. Its guiding philoso- 
phy remains “ever closer union". The EU's architects may not 
know what that phrase means, but they are sure that whatever 
it means must apply in the end to everybody. 

This philosophy must be abandoned, or be smashed by 
force of events. Ad hoc gestures of flexibility—notably, the opt- 





THE ECONOMIST JANUARY 3RD 1998 


outs written into the Maastricht treaty—will not suffice. As 
much as anything, it is a matter of attitudes: governments 
must accustom themselves to the idea that Europe will need 
more than one, and possibly several, European Unions. At the 
core, if electorates want it (a big if), a federation of states with 
substantial political power devolved to the centre; beyond 
that, maybe, a single-currency system with power retained at 
the national level; beyond that, something like the present 
arrangement, an enhanced customs union. But whatever the 
geometry, this should not be seen as a stop-gap multi-speed 
Europe, with leaders and laggards, pioneers and free-riders, 
the bold and the pusillanimous. Rather it should be seen as a 
settled multi-system Europe, with governments reflecting the 
desires of their citizens, as democracies are supposed to, and 
choosing the degree of integration that suits their electorates. 

Britain's place in Europe should be to advance this idea, 
unpopular as it is for the moment with most other European 


LEADERS 


governments. It means, among other things, accepting that if 
Britain is not in EMU it should not expect a say in those as- 
pects of macroeconomic policy that affect the EMU countries 
alone. (In demanding a seat on the proposed Euro-x commit- 
tee, Britain was endorsing the one-system, multi-speed ap- 
proach: “We'll be with you shortly, so let us take our seat in the 
meantime.”) In other respects, however, it means insisting on 
being treated as an equal partner. 

Standing aside from EMU, or from whatever comes after 
it, should not be regarded as letting Europe down—a fatuous 
idea, as well as a dangerous one—but as a legitimate choice. If 
Europe cannot work out how to accommodate that choice, its 
prospects are grim. There is no surer way to precipitate the 
break-up of the Union than to say to countries whose elector- 
ates are unwilling, “Take this next step regardless of public 
opinion, or take your punishment.” Indeed, an EU that can do 
no better than this is not worth saving. 





Africa's democratic despots 


Elections like Kenya's may not get rid of them, but outsiders can 


still help to promote change 


AYBE Pliny was right when he said that there was al- 
ways something new out of Africa, but, if so, times 
have changed. Too often these days, the news is familiar, and 
depressing. The voting in Kenya this week provides one exam- 
ple. Barring an utterly astonishing upset, it will put President 
Daniel arap Moi back in power for another five-year term of 
office, though, in the 19 years Mr Moi has already misruled 
the country, Kenya has grown ever poorer—income per per- 
son dropped from $330 in 1978 to $285 in 1996—and ever 
more corrupt. Zambia provides further dispiriting news. 
There, on Christmas day, the current president, Frederick 
Chiluba, who on his election in 1991 was hailed as a fine dem- 
ocrat, threw into jail his once autocratic but now elderly 
predecessor, Kenneth Kaunda. In these two countries at least, 
it does not seem to matter whether an election is held or who 
wins it: the outcome is more of the same. Can nothing be 
done to bring about a change? 

In fact, quite a lot has changed. Neither Zambia nor Kenya 
would have held multi-party elections at all had events con- 
tinued uninterrupted along their 1980s course. In Zambia in- 
ternal pressure on the government in 1991 finally obliged Mr 
Kaunda to abandon the one-party state that had kept him in 
power for so long. At about the same time, no longer inhib- 
ited by cold-war concerns that offended Africans might turn 
to communism, foreign donors were getting fed up with the 
mess in Kenya. In 1991 they told Mr Moi they were suspend- 
ing aid because of their concern about Kenya's political intol- 
erance, corruption, slowness to make economic reforms and 
contempt for human rights. A few days later Mr Moi had 
abandoned the one-party state and announced that multi- 
party elections would be held within a year. They were. 

So what, critics may ask? Mr Moi won them. His victory 
then, and the victory he is likely to have plucked from the 
chaos of this week's polling (see page 44), certainly show that 
the donors have had only limited success, and that reform 
still has far to go. Yet Kenya's botched elections do not tell the 
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whole story. Voting in proper elections can be exhilarating— 
as Zambians showed when they threw out Mr Kaunda—but 
democracy demands more than the casting of a ballot once 
every five years. 


Bad in Kenya, worse in Zambia 


In Kenya, and indeed elsewhere in Africa, foreign donors are 
now working to support democracy in a variety of ways. 
Money is given to groups that offer legal aid, fight for squat- 
ters' rights, promote the freedom ofthe press, educate women 
and minorities, stimulate new ideas and policies. Some of 
these éroups may be self-serving, but many more are helping 
to create the sort of political-cum-civic framework that older 
democracies take for granted. And, in Kenya at least, such 
groups abound: at the end of 1996 there were 120, almost all 
of which had sprung into being in the previous three years; 
111 of them received ali their money from abroad. 

If this sort of democracy-building is allowed to continue, 
Kenya need not stagnate during the next, and mercifully fi- 
nal, five years of Mr Moi's rule. His successor may inherit a 
bankrupt treasury, but at least society at large will be politi- 
cally perkier. Would that similar democracy-building had 
taken place in Zambia. There the movement that trium- 
phantly brought back multi-party voting has proved power- 
less to curb Mr Chiluba. It is striking that, as he was locking up 
Mr Kaunda, on the other side of the world the newly elected 
president of South Korea was giving his consent to the par- 
don and release of two disgraced ex-presidents. South Korea 
is now licking its economic wounds. But even this year its 
GDP per person is likely to be over $10,000, compared with 
less than $400 for Zambia; 30 years ago, South Korea's was 
$120 and Zambia's $200. Plainly, foreigners need to keep up 
the pressure on countries like Zambia and Kenya, but in the 
end, if Africa's relative decline—both economic and politi- 
cal—is to be stopped, it will be up to Africans to stop it. 
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big powers, the question of who does what 
to whom around the globe, and why. It is a 
subject, you might think, that you ignore at 
your peril. And yet many people puzzlingly 
to believe, in these murky post-cold- 
W ir years, that there is little point in trying 
to peer into the geopolitics of the future. 

. Itis currently fashionable to argue that 
nobody can hope to foresee what is going to 
happen to big-power politics in the next 30 
or 40 years. Some of those who say this then 
.add, contradicting themselves, that there is 
unlikely to be any great challenge to the se- 
curity of Europe and America in the next 
generation or so: the world is, for the time 
















being, safe for democracy. Neither of these. 
things is necessarily true. It is possible to 


make a reasonable guess at how power will 
redistribute itself around the world in the 
opening decades of the new century, and 


how this redistribution of power will show _ 
itself in what countries do to each other. 
This reasonable guess holds little comfort. 


for the democracies of the West. 
- The. geopolitical. detective work in 

: volves asking four questions. The answ 
to these. questions. will. pick out wh: 


countries, or groups of countries, are liable - 
to be serious worldwide powers 30-odd: 
years from now, as distinct from regional. 
powers whose clout is confined to their- 
own neighbourhoods. The answers suggest, a 
among other things, that America is un- -— 


likely to remain “the only superpower” for 
all that long into the 21st century. 


Means, motive, opportunity 

Question number one is whether the 
would-be great power's economy will be 
rich enough to buy it a military force that 
can be used far afield, not just in the area 
immediately around its borders. A global 
military force includes a nuclear armoury 
-of intercontinental range, large enough or 
- well-protected enough to be tolerably sure 
: of surviving a surprise attack by another 
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ck on to its worrying | 
subject. ^ the manoeuvrings. 
and counter. m anoeuvrings of the world's | 


regional power under the 
sway of a global one, since the 


isa government that can clear- 
.mindedly decide what it 
wants to do, and then bring to 
bear the means of getting it 
done—including, if necessary, 


| force. Pom s a 


nuclear power. But it also has to include an 
expeditionary force of at least half-a-dozen 


divisions of infantrymen and tanks and 


guns which can be swiftly sent to distant 


parts of the world, and guarded and sup- 


plied while it is there. 

-A long nuclear reach needs to be cou- 
pled with an equally long non-nuclear one, 
not only because most crises are best dealt 


with by non-nuclear means but also be- 


cause even a successful nuclear attack 
needs to be followed up by soldiers on the 
ground who can make sure it stays success- 
ful.A combination ofthe two puts a merely 


global giant can do things to it 
which it cannot doin return. 
Next, the country in ques- 
tion needs to have a govern- 
ment capable of running a 
vigorous foreign policy. This 


the use of that global military | 


gave the order. for d dc takeover of Cae: | 

vakia in 1948, they were not worrying. . 
about what this would mean for how hey e 
|. would do in the next election. Eq Tur 
But dictatorships can. make a mess of P 
things, too, if dictatorial over-confidence — 
leads them to ignore hard facts. That ishow 
Brezhnev. over-reached himself in the =- 
1970s, and how Argentina's generals lost - 





the war in the Falklands. And, conversely, 
there can be times—see the next question— 
when a democracy can be all the more vig- 
orous abroad just because it is a democracy. 

The third question is whether the coun- 
try's people want a muscular foreign policy. 
They may want it for reasons of ideology, 
because they believe their country stands 
for some splendid idea that other countries 


"what's what. Eit 


country concerned also has some: solid 
practical reason for getting- involved in 
what goes on outside its frontiers. T 


food for its growi ng population, at non- 
tortionate. prices (and sometimes, maybe, 


-will cock an interested eye at what ishap- — 








-reason to want to do something about it. 


big boys, perhaps, but nothing more than | "ENS 



























































should be helped to hay 1 

may want it for one o 
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"us" feel that 


people are 
world, and if necessar ther 
lier candidate for ver. an 
one whose people do not feel that Way; and : 
the difference matters even more between 
two democracies than it does between two 
dictatorships, because in a democracy penc. 
ple s wishes count for more. 7 E 

Last comes the question of whether the 





here 
may be something out there it badly ne 
oil and gas for its expanding economy, ot 





ata special discount). There may be some 
thing itwants to prevent: a threat to the sea- 
lanes rough which pass its vital Lewom 






and imports, or a challenge to the n 
of some valued ally. A country that quali-- 
fies under either or both of those headings T 





pening in the wider world, and have good "E 


< Take these four questions and apply 
them toa map of the globe. Who isheading | 
or great-power rank by about 2030? First, 
cund up the obvious non-suspects. E 
| Itis highly unlikely that Africa south of . ~ 

the Sahara will produce any major power ` 
within this period: two or three regional. 











that. The same is almost certainly true of « 
Latin America. It is probably true even of. 
India, that perennial puzzle for geopol: 
cians. For all its near-billion population, it 
should-be booming economy and its ac 
mirably efficient army, India always see 
to be held back by something—its fragil : 















sense of national identity, the geographical 
isolation of the Indian subcontinent be- 
tween mountains and sea, maybe the in- 
ward-looking nature of the Hindu reli- 
gion—from becoming the sort of country 
that strides confidently on to the world 
stage. What India says gets listened to re- 
spectfully in that triangle south of the Hi- 
malayas; farther afield, its voice fades. 

















= One yes, one no, two maybes 

^ That leaves; in the end, five or six real con- 
tenders. O hese, the place that scores high- 
est in the coming-superpower test is, be- 








. gives a rough estimate of the relative perfor- 
.mance of the chief competitors. 

" China's economy may not keep up its 

— dizzy growth rate of the past 15 years, but 

. even something more modest—an entirely 

: possible 5-6% a year, say—would be. enough 

to create a serious amount tofi power projec: 


Bs putting an expeditionary 
foreign battlefield; and an ex- 






clear z armoury. China may or may not be 
. able within this period to match the elec- 
. tronics of America's military command- 


it will bea formidable power. 
. . Itwillalso probably have the sort ~ 
Of government that can use this 
power, even if the Communists lose 
their one-party monopoly. The 
democratising of China will be a 
slow business, and whoever is run- 
ning Beijing should be able to keep a 
solid grip on foreign policy for some 
time yet. Most ordinary Chinese may 
| ;. anyway want a government that - 
Stands up for them in the world. A 
country which has so clear-cut a 
sense of national identity —939. of its 
population belong to the same eth- 
nic group—and has suffered so much 
- humiliatio t foreigners" hands in 
“past is almost cer- 
| | period of indignant 
reassertion. This reassertive China, 
_ whose need for oil and gas will by 
— then far exceed its own supplies of 
those things, will look with particu- 
lar interest at the huge new energy 
fields of central Asia east of the Cas- 
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| . yond much doubt, China. The table above - 


fic an army anis airforce capa- | 


ina’s existing long-range nu- 


»_and-control system but, even without that, 


pian Sea. China scores on every count. 

“Islam”, many people will be surprised 
to discover, does not. It is true that the 
world’s 40 or so mainly Muslim countries 
include several rich enough to equip them- 
selves with alarmingly modern weapons. It 
is also true that most Muslims, like most 
Chinese, resent what other people have 
done to them in the past couple of centu- 
ries, But so far this does not add up to an 
“Islamic threat” because, on present evi- 
dence, the Muslims do not have that other 
thing needed for great-power rank—a cen- 
tral organisation that gives them the ability 
to work together for a shared purpose. 

The separate Muslim states still care- 
fully preserve their separateness. The vari- 
ous components of the Islamic revivalist 
movement are just as disunited as their 
15th-century Christian predecessors were at 
the equivalent stage of the great funda- 
mentalist movement of that time, the Ref- 
ormation; and the Reformation produced 


no political union. The next decade or two 


may bring specific threats from specific 
Muslim countries, such as a nuclear-armed 
Iran or Algeria; but there is no sign yet of a 
shoulder-to-shoulder Islam. 

The real danger of the Muslim world, 
indeed, may be not unity but fragil ity. Look 
only at one part of that world: the slanting 
rectangle of land which stretches north-east 
from Arabia to where Kazakhstan meets 





may hold up to three- 
s total reserves of oil 





‘at Of the world 
and a | third ofi its reserves of natural gas. 


None of its 16 Muslim states and statelets is 
a real democracy, and most have unpopu- 
lar governments. The fires of Islamist anger 
blaze or flicker in half a dozen places. So 
unstable a region, in which Europe, Russia, 
China and America all have so powerful an 
interest, makes a geopolitician gulp. No 
wonder Kiplingesque Englishmen foresee 
another round of the Great Game, and this 
time not merely a two-sided one. 

Russia, the next contender, just about 
passes the first and fourth of the super- 
power tests. Its economy, though still a di- 
saster, will one day presumably recover 
enough to be able to support a serious 
armed force (not least because it has some- 
how kept its arms industry relatively effi- 
cient) And Russia has clear interests in 
what happens in China and central Asia. 
But it will probably fluff the other two tests. 

It is by no means clear when, or even 
whether, Moscow will have a central gov- 
ernment with enough authority to make St 
Petersburg, Vladivostok and Rostov-on- 
Don agree upon a single foreign policy. 
And ordinary Russians so far seem uncom- 
monly relaxed about the outside world. 
They have proved admirably resistant to 
the wave of vengeful nationalism which a 
few years ago some excitable non-Russians 
thought was about to sweep over them; re- 
member that non-event, Vladimir Zhiri- 
novsky? Whether Russia ever really rejoins 
the superpower club remains a toss-up. 

The same is true, for different reasons, 
of fapan. The Japanese have much of what 
it takes to be a great power. Their military 
technology and their defence spending are 
well ahead of China's; their government 
generally knows what it wants to do in the 


‘word (even if ordinary Japanese are stil] 


uncommonly reluctant to support 
. any action abroad that looks in the 
` least risky). Japan's chief and maybe 
insoluble problem is its awkward 
place on the geopolitical map. 

This rich country is also a cluster 
of smallish, vulnerable islands lying 
between the brooding stares of 
China and America. If America in- 
tends to remain the guardian of the 
western Pacific, it will not wish Ja- 
pan to become too strong, because 
most other Asians do not want a 
strong Japan. If America returns to 
its own shores, on the other hand, 
China will want to keep Japan mili- 
tarily weak, because China will pre- 
fer to become the region's pre-emi- 
nent power. Maybe Japan can find 
an ingenious way of slipping be- 
tween these two objections, and 
making itself an independent super- 
power; but it will not be easy—above 
all, because ordinary Japanese seem 
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have no o dékire. whatsoever to doi it. A 
"That leaves one. other contestant; or, af 
ings £o wrong, two. The chief question at 


€ 1990s end is whether Europe and | 


merica will remain a foreign-policy part- 
"rship, or ignore the 20th century’s lesson- 
yok and go their separate. Ways 


ne king, or two princes cute d 

¿they hold together, they can between 
iem be the chief shaper of the 21st century. 
‘they do not, they may end up as merely 











yo of the five or six entrants in a new - 


obal balance-of- power competition: a far 
vore dangerous prospect. The superpower- 
ualification checklist shows why. 

- Together, the Euro-American democra- 
es can stay almost unchallengeable far 
ito the new century. They possess—and 
ave used in the Gulf and the Balkans—that 
yng military reach. They have, in the new 
‘ATO, a central organisation to co-ordinate 
e military actions of those NATO mem- 
ers which decide they need to act. Their 
emocratic peoples admittedly do not rel- 
h sending their soldiers into foreign 
elds, but the evidence of the 20th cen- 
yry—two world wars, the cold war and, in 








xe : 19905, the Gulf and Bosnia--suggests 
rat Bers will IR act when Ee con- 





hey : re ioci anabe 

ake Europe and America apart, and 
hat comforting prospect vanishes. The 
\mericans by bau Bé still have the 










deological commitment; but. the 


iave fewer material interests in the outside 
vorld to feel concerned about, and the — 


hock of the break with Europe could push 
hem back to their old dream of hemi- 


ipheric self-sufficiency. The Europeans by. 


hemselves will have plenty to fear in the 


world—they depend on south-west Asia's 
il much more than America does, and are. 


shysically much closer to the wilder sorts of 


slamism--but so far they do not have ei- - 
her the military equipment or the 


organisational unity to look after their in- 
erests properly. It is far from clear that they 
over will. A Euro-American split radically 
:hanges all calculations about the future. 

It would hurt the United States. In the 
past 80 years, America has three times sent 
its soldiers to Europe to save Europeans 
from the Kaiser’s ambitions, from fascism, 
from communism. Now, at the end of the 
20th century, a chance has come to redefine 
the Euro-American alliance. No longer just 
a protective American arm around Eu- 
rope's shoulder, it can become an equal 
partnership in which Europeans and 
Americans defend their shared interests 
outside Europe as well as within it. If that 
does not happen, America will be sorry. 

A transatlantic break would hurt the 
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T power is not the sort of Rus- 
. Sia the rest of Europe wants 
s. next door to it. 


- alliance would also make it 


e of * : 
-extra energy they will badly 


stance, offer military assis- 
tance to the rectangle's 


have to Iran) in thehopeof . 


. supplies. As Russia's fear of 





: Europeans « even more, though. It would af- 


fect the way in which Russia reacts to the 


growing power of China, and thus what 


sort of neighbour Russia will be for other 
Europeans. The stronger China gets, the 
more Russia will worry about the new giant 
taking shape alongside remote and rickety 
Siberia. It will probably look to the West for 
support, both political and military; it may 


even hope to end up as a semi-member of 


NATO. That could be all to the good, if it 
meant that Russia was careful to keep its 
foreign policy compatible with NATO's. 
But if NATO ceases to exist—if the trans- 
atlantic link snaps, leaving behind a 
weaker Europe and a more inward-looking 
America—the Russians will no longer have 
this option; neither the European nor the 
American bit of ex-NATO will be of much 
use to them. They will then 
have to fall back on the 
only alternative, which is 
to rebuild their own mili- 
tary power until they 
reckon they are strong 
enough to cope with China 
on their own. But a recon- 
structed Russian super- 


The end of the Atlantic 


harder to deal with that ex- 
plosive rectangle between 
Arabia and Kazakhstan. As 
China's economy expands, 
the Chinese will be looking 
to this area for much of the 


need; they may, for in- 


countries (as they already 


thereby getting favourable 
treatment in oil and gas 


China increases, the Rus- 
sians will want to make 
sure that the countries of at 
least the eastern part of the . 
area, the ex-Soviet states, re- 
main within Russia's 
sphere of influence. And 
meanwhile Europe stands- 
at the door, asking for its — 
share of the rectangle's 
energy. 

The questions still to be 
answered—which way the 
pipelines will run, whose 
money will decide the is- 
sue, whether something 
more muscular than 
money will be used—make 
the imagination boggle. To 
keep this bomb from ex- 
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End of a miracle 





Asia’s economic rise came 
to an end. Malaysia’s prime 
minister, Mahathir 
Mohamad, introduced tough 
reforms while blaming for- 
eigners for the crisis, which 
began with Thailand and set 
off currency devaluations and 
stockmarket crashes through- 
out East Asia. Kim Dae Jung, 
South Korea’s president-elect, 
said he was shocked that 
what had been the world’s 
11th largest economy was 
close to bankruptcy. 


Kim Jong Il, his father’s son, 
formally became leader of 
North Korea: communism’s 
first dynastic succession. 


China's paramount leader, 
Deng Xiaoping, died before 
his country reclaimed Hong 
Kong, 99 years after leasing it 
to the British. China's presi- 
dent, Jiang Zemin, reinforced 
his grip as the new leader. 


The uN held a conference in 
Kyoto on global warming: 
industrial countries agreed to 
reduce greenhouse-related 
emissions, but there is uncer- 
tainty whether the deal will 
stick. Smog, caused by forest 
fires in Indonesia, blanketed 
much of South-East Asia. 


Semi-embracing 


NATO asked three East Euro- 
pean countries—the Czech Re- 
public, Hungary and Po- 
land—to join it, and the 
European Union said it 
would start negotiations with 
six would-be members: the 
three NATO candidates, plus 
Estonia, Slovenia and—de- 
spite its division—Cyprus. 


20 





A European treaty signed in 
Amsterdam brought immi- 
gration and asylum matters 
into EU law, but did not re- 
form decision-making in the 
Union. Nor did it bring the 
EU Closer to a common for- 
eign and defence policy. 


In France the Socialists un- 
der Lionel Jospin unseated a 
centre-right government 
aligned with the president, 
Jacques Chirac. In Britain the 
victory of Tony Blair and a re- 
vamped Labour Party ended 
18 years of Conservative rule. 


| The death of Diana, Princess 
of Wales, generated a wave 
of popular emotion and 
shook the British monarchy. 


The IRA called a ceasefire in 
its campaign to force Britain 
to leave Northern Ireland; 
this paved the way to multi- 
party talks on the province. 


Russia's president, Boris Yel- 
tsin, having promoted two 
free-marketeers, Anatoly 
Chubais and Boris Nemtsov, 
later sacked Mr Chubais as fi- 
nance minister over allega- 
tions of impropriety. 


Solidarity, the trade-union 
movement that brought 
down communism in Po- 
land, beat a government of 
ex-communists in an election. 


pr 
€) 


,< - — 
The West tried harder to put 
Bosnia back together. NATO 
troops arrested three alleged 
war criminals and killed one. 
Bill Clinton said American 
troops would stay on. 


An Italian-led, UN-endorsed 
force brought some calm to 
| Albania, where bogus invest- 





, ment schemes had sparked 
anarchy. 


Turkey's generals ejected its 
first Islamist prime minister, 
Necmettin Erbakan. 


Swiss banks at last pub- 
lished details of dormant ac- 
counts that had belonged to 
victims of the Holocaust. 


Ah, peace 


The Arab-Israeli peace pro- 
cess limped on, just. Israel 
continued to build on occu- 
pied land. Its prime minister 
favoured a final peace settle- 
ment; Palestinians insisted Is- 
rael first fulfil its interim 
commitments. 


Iranians, eager for liberalisa- 
tion, elected Muhammad 
Khatami as president by a 
landslide. Conservatives in 
the regime fought back. 


Algeria held elections but 
savage killings of civilians 
continued. The regime 
blamed the Islamist GIA but 
itself came under suspicion. 


Iraq tried to manipulate a 
split UN Security Council. Af 
ter an American military 
build-up, and Russian media- 
tion, Iraq let UN inspectors 
back in. It continued, how- 
ever, to stop them visiting so- 
called “presidential” sites. 


A treaty banning the produc- 
tion, use, transfer and stock- 

_ piling of anti-personnel 

| landmines was signed by 
125 countries—but not yet by 
America, Russia or China. 


Thabo Mbeki became presi- 
| dent of the African National 





POLITICS LAST YEAR 


Congress, South Africa's rul- 
ing party, as Nelson Mandela 
began his slow retirement. 


Zaire went back to its old 
name of Congo after Laurent 
Kabila, with help from 
Rwanda, had led an army 
across the country, ousting its 
long-time dictator, Mobutu 
Sese Seko, who later died. 


American high 


Helped by a roaring econ- 
omy—which allowed a tax 
cut—the Clinton administra- 


| tion and Congress agreed on 


a balanced budget by 2002. 


Despite a year-long trickle of 
revelations, the attorney-gen- 
eral, Janet Reno, declined to 
appoint a special prosecutor 
to investigate the fund-rais- 
ing activities of Mr Clinton 
and Vice-President Al Gore. 


Timothy McVeigh was con- 
victed of the 1995 bombing 
that killed 168 people in 
Oklahoma City. 


Mexico's ruling party lost 
control of the lower house of 
Congress in elections in July. 
Ditto Argentina's in October. 
In Bolivia, an ex-dictator, 
General Hugo Banzer, be- 
came president. 

| 
In Colombia, left-wing guer- 
rillas made bold new attacks. 
The United States, which had 
banned the use of its military 
aid except against drug traf- 
fickers, accepted its use 
against “narco-guerrillas” too. 


Troops in Peru in April freed 
hostages held for months in 

the Japanese ambassador's | 
residence. All their Tupac | 
Amaru captors were killed. 
But Shining Path terrorists, 
once thought crushed, 
showed signs of renewed life. | 
For the first time in 21 years, a 
spacecraft landed on Mars. 
This was the first in a series of 
planned visits, with the aim 

of eventually bringing a Mar- 
tian rock back to earth. 
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ncies and stockmarkets 
plunged across East Asia 

vhile banks, builders and 
‘manufacturers went bust in 
their hundreds. Worst hit 
jailand, Indonesia 
outh Korea, whose cur- 
all fell by more than 
96 against the dollar, swell- 
ing firms’ poe esi 


3 of global defla- 





'economists reduced m 
1998 growth forecasts for 
America and Western Europe 
by only a quarter point, to 


2.4% and 2.7% respectively. Ja- 


pan, where umpteen “re- 


form” packages have failed to | 


solve the country's financial 
l I| suffer more from 
| ibours' troubles. The 









ts growth forecast to 
à apan's economic 
-woes pushed the yen to a 
five-and-a-half -year low of 


¥130. 


Despite the financial may- 
hem in Asia, Wall Street had 
another good year. The Dow 
Jones industrial average rose 
23% through December 30th, 
despite a drop in the second 
half of the year. After peaking 
at 8,259 in August, it closed at 
7,916. European bourses also 
boomed—Morgan Stanley's 
European share-price index 
_rose 22.4%. It was a bad year 
"for gold: its price fell below 
_$300 per ounce, to its lowest 
: level for 17 years. 
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|! The World Trade Organisa- 


| tion brokered global agree- 





| ments to unlock markets in 
| information-technology, 


| telecoms and financial ser- 


vices. But Bill Clinton failed 
to win fast-track authority 
-from Congress to bring other 
Latin American countries — 
into the North American 
Free-Trade Agreement. 


Merger mania 


Commercial banks consoli- 
dated. Europe saw its first big 
cross-border mergers: the —— 
Netherlands’ ING bought Bel- 
gium's Banque Bruxelles Lam- 
bert and Sweden's Nord- 
banken merged with Merita 
of Finland. In countries 
which until recently had 
spurned restructuring, such as 
Switzerland, Germany and 
Austria, banks linked up to 
cut costs before monetary 
union. The largest deal was 
Swiss Bank Corporation's 
merger with Union Bank of 
Switzerland. 


| Investment banks scram- 


bled for partners as the barri- 
ers between traditional in- 
vestment banking, stock- 
broking and fund - 
management blurred further, 
particularly in America. Mor- 
gan Stanley merged with 
Dean Witter, Discover; Bank- 
ers Trust bought Alex Brown; 
Salomon Brothers succumbed 
to the advances of Travelers 
Group, and Merrill Lynch 
snapped up Britain's Mercury 
Asset Management. 


With unexpected haste, Brit- 

| ain's new Labour government 
granted partial independence 
to the Bank of England. 


|, Beaks v geeks 


America's trustbusters turned 
up the heat on Microsoft. 
The Justice Department 
barred the world's largest soft- 
ware firm from forcing its 
web browser on buyets of 
Windows 95, its ubiquitous 


plorer, Microsoft's browser, 


Kp #2 


edipi system. Internet Ex- 
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to stymie a tie-up’ between’ o | 
British Airways and Ameri- F 
can Airlines. mee 


almost caught up with the 
market leader, Netscape's 
Navigator, and Microsoft 
made a $1 billion investment 
in Comcast, America's fourth-. . 
largest cable-television firm. - 


Trade Commission was Intel, 
which makes 90% of the 
microprocessors used in PCs. 
A bigger threat to Intel's prof- 
its, perhaps, was the cheap- 
and-simple computer: sub= 
$1,000 PCS, which accounted 
for only 9% of the American 
consumer market in 1996, | 
vaulted to 39% in October. 


| Food and Drug Dania 
tion. President Clinton seeks | 
to impose harsher act eo oe 


Slimming pains E 


Managed-care firms contin- 

ued to grow by trimming.’ 
. America’s medical bills. de 3 
spite the spectacular 62% - 
share-price tumble of the- 
most dynamic company, Ox- 
ford Health Plans, in October 
Millions of overweight peo : 
ple also grew fatter as two 
slimming pills were with- «^. | 
drawn amid fears of lethal 4:3 
side effects. | : 
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Electric cars accelerated. 
First Daimler-Benz then Ford” 
invested heavily in Ballard. 
Power Systems, a Canadian ru 
firm that claims a world lead 
in fuel cells to power electric |. 
vehicles. And Toyota —. . 
launched a hybrid car with 331 
petrol engine for the open =- 
road and a clean electric ene 
for towns. Other green ma 
chines hit roadblocks, how- 
ever: Mercedes-Benz's two. 
small conventional cars, the... 
A-class and the Smart, earned 
the nickname kippen (flipper) 
by rolling over during tests. . 

















Scientists cloned a sheep 
named Dolly, hoping that the 
discovery may help drug re- 
search, but newspaper head- 
lines imagined armies of 
D cloned humans. 

Latin America's governments 
continued to privatise big. | Records were bani in Ithe: mee 
e d 





companies. Brazil aloneex- | entertainment industr y The 
pected to sell assets worth $20 | Spice Girls became the first - 
billion by the end of 1997, in- | pop group to achieve four 


consecutive number-one hits 
and be booed off stage within. 5. 
16 months Elton John’ sDi-- 
ana tribute, “Candle in the |. 
Wind", eclipsed Bing dedi E 
1942 croon "White Christ- 
mas" to become the best-sell- - 
ing single of all time. And _ 
"Titanic", at $200m the most 
expensive movie ever made, 
looked set to confound pre- 
dictions by not sinking. 


cluding the sale in May of 
CVRD, the world's largest — 
iron-ore producer. 


The European Union's com- 
petition commissioner, Karel 
Van Miert, brought Europe 
and America to the brink of a 
trade war by trying to block 
the merger of Boeing and Mc- 
Donnell Douglas, but finally 
backed down. He continues 

























| - stage bid to free the ur 
: information technology. 











how much will Paris-Match's. 
| new Russian edition cost? _ 
| What to do with the remains 
| of Tsar Nicholas II: a commis- 
. sion reports. 


B Union) of the. 










meet in said for tk oe an- 
i nual ski n "network session. 







America’ S State Departrierit 
delivers its annual verdict on 
3 human righs: South Africa 





i The rouble loses three Os, § so ve 


Britiin takes over they presi t. 


.. | now recognises China, not - 
Taiwan. Cuba votes, in a | 
way—and welcomes the pope: | 





Ld Tempers fare: in Poland: for | 
cu |. safety reasons, drivers will no 
- | longer be allowed to smoke 
am within uy limits. . 





japan wants snow w (but not 
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PREPARARE ^ 


mte ier edle tad a 


too much) as the Winter 
Olympics. begin. at Nagano. 


So do the dogs in the . 


1,600km international sledge 
race, mushing from Fair- 

| banks, Alaska, to Whitehorse, 
+ Yukon. Carnival time, but 


where to go—Rio, Venice or 
New Orleans? Head for Car- 
tagena in Colombia for total 
eclipse of the sun. 






kasala holds; a constitu- 


ce tional convention on 

| whether, and how, to become 
a republic. Kim Dae Jung | 
ah | takes: office as South Korea’s 


new. president. Cypriots vote 
for theirs. - 





Marc Ja 


cup li Peng steps a as China S 
. prime minister at National 
. | People's Congress; probable 
"| replacement, Zhu Rongji. 
President Suharto will be (in- 
directly) re-elected president 


of Indonesia, if his health 
holds up. In London, 26 
countries—the EU's present 
members, and all the appli- 


cants except Turkey—meet to 


discuss its expansion. Dead- 


3 line for South Africa’s Truth 
and Reconciliation Commis- 


sion to produce its verdict on 
the apartheid years. 
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month's: new deadline? EL 


April 





The European Court of Audi- 


| tors reports on the safety of 
. Russia's nuclear power plants. 
- And will Chernobyl’s Reactor 


3 at last be repaired, by this 


wan, M 
Sr (nrg) 


Time for the Oscars again, 
their 70th year—and for the 
Golden Raspberry Film 


Awards, presented a day ear- 


lier. Top “Razzie” tip: 
“Showgirls” has 13 
nominations. 


Summit of the Americas in - 
Santiago, Chile: time to start 


negotiating a Free-Trade Area - 
| of the Americas. Asian and . 


European leaders meet in - 


London. Japan's financial bige 


bang starts in earnest: for- 
eign-exchange rules are 
scrapped. Hong Kong's $20- 
billion airport, or anyway a 
par of it, opens. | 





Germany's opposition Social 
Democrats pick the man they 
hope will beat Helmut Kohl 
for the chancellorship in Sep- - 
| tember's election—probably - 


Gerhard Schröder or Oskar. 


Lafontaine. 


The Turin Shroud is back on 
show in Turin cathedral for © 





countries, plus Russia, con- | 


the first time in 20 years. It | 
has meanwhile been declared | 
a fake; will 32m people | 
queue up to see it this time? — | 
Head for Austin, Texas, if | 
you're huge: they're celebrat- | 
ing International Size Accep- 
tance Day. 

| 






. Founder. | 
Members 


It's crunch time: the Eu’s 
heads gather in Brussels to 
decide which countries will 
become founder-members of — 
Europe's single-currency club. 
The Group of Seven rich 





. verge on Britain to holda 


summit in Birmingham. The 
World Trade Organisation 


meets in Geneva, where it cel- 


ebrates 50 years (most of it as 


GATT) of freeing trade. Will 


_ the peace process still be - 


inching forward as Israel cele- 
brates 50 years in existence? 
Northern ireland's peace talks 


deadline. 


President electi month for 
three Latin American coun- 
tries, Ecuador, Colombia and 
Paraguay; two more follow 
later in the year. Filipinos 


picka president, too. Hong 


Kong holds its first legislative 


election since its return to 
China and Londoners decide 
in a referendum on whether 
to have an elected mayor and 
assembly. Emperor Akihito of 


Japan makes an official visit 


reach their appointed | | | 
s 
to Britain. | 


Survivors of a Whitbread 
Round the World Race sail. . 


into ao after euni 


‘months at sea. 
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i start of the Tour de France cy- 

cle race has been conve- 

miently c delayed. First interna- 
on! en nce on fog, held. 















qm ects. in Rome rand i is 
toapprovetheidea ^| $ 
rnational Criminal |. 
' war crimes, geno- 
nd crimes against hu- 
y. Will governments co- 
te, and how inde- 
nt will the court be 
from both national govern- 
ents and the Security Coun- | 
On Mexico's suggestion, - | 
h also holds a spécial as- _ | 
y discuss drug traf- 
Final audit of Swiss 
o discover what hap- 
ned to dormant accounts 
ed in the 1930s and 
should be CON piter. 







































Just about the time of his 77th 


space—again. He circled the | 
earth in 1962. President 
‘Mandela will be 80. 


August 


Eight countries whose people 
: | (or many of them) speak Ger- 
|: man begin a seven-year bid to 
< reform German spelling. Will 
3 | anyone spot the difference? 





|| The eu's s heads. of government 
“+ announce who gets the top © 

| jobs at the new European - S: 
| Central Bank, which will con- 

trol interest ratesonceeco- | | Czechoslovakia was invaded 

| nomic and monetary union s | | by the Soviet alliance 30 years 
| begins next January. | ago. Newly elected presidents. 

i | take office in Colombia and 

| “Football's World Cup gets t un- “Ecuador. 
-| der way in France. Annual 

nd waitresses’ 8km_ Elvis 
aris; trays. in hand. avean 
elec Fed 










8 -The first 45 segments a. 
'NASA's international space. 
station will be launched, if all ' 
‘goes well. Closer to earth, the - 
.125th anniversary of the 
Royal Canadian Mounted Po- 
. lice is celebrated in Regina. 


Joao Havelange, grand old 
man of football, will step | 
down as president of world | 
: | football’s governing body af- 
| |'ter the World Cup final, 

| which takes place in Paris. 
-Nip over to Dublin where the 


21st anniversary WE the death 
of Elvis Presley. 


MEME M PM N 


September 


The big test for Helmut Kohl 
in Germany's election: will 
the country's longest-serving 
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birthday, Senator John Glenn | 
is scheduled to boldly go into 


l b p gon, De refil ng the. ; 


b Desdittie for demon in 
Nigeria, set by the military 


». LN 
Tere atra tta 


introduce: team sports. o 





chancellor since 1945 win an- LAT 
other term? In Munich, beer- | 
lovers congregrate, to drink: 
| around sm litres oft 
a They World Bank and 








in i Kuala apnea d 





October | 


head of state, General Sani - 
Abacha: an elected president 
must be in office by the start | 
of the month. President. 
Cardoso plans to run fora 


second term in Brazil's elec- 


tion. North Korea is 50, but. 
peace talks with the South. 
still rumble on. 





The annual round of Nobel 
prizes begins in Stockholm, 
with a diversion to Oslo for 
the peace prize. 





 Venice's burned-out La Fenice E 
| Venezuela elects new . 


| Hitelrisiónal Human Ri d 


the signing of the Universal 
, Declaration of Human nhe. 


| Time for Ramadan again. E 


* 
s 2 OE : "s 
rre rie Pa pt ad ae ritratto amet parri e renta male a Né ta Beneteau Ae aane ar i aaa ree rmi a 

































The European Ostrich Associ-. [f : 
ation holds world congress. - | 


De cembe er 
opera house a 
president. 


Day: the 5oth anniversary 


Compiled with. help fom Future Events 
News Service, London. bou R 

http://www.hubcom. com/fens . 
Tel: edale 6723191 


Requires a Gl 


disinvestment/ 


strategic sale of GOI’s shareholding in 


Kudremukh Iron 


The GO! intends to initiate disinvestment/strategic sale of 
Advisor (GA) to advise and assist it, KIOCL is | 
pelletisation with a capacity of 6.8 mtpa of i 
is located at Kudremukh and the filter p 
Karnataka. The company reported an a 
-tesponsibilities of the GA will broadly cover assessment and v 


internationally reputed merchant/ 
investment banks, consulting firms 
and financial institutions with 
expertise in privatisations/strategic 

sales are invited to submit 
Expression of Interest for selection 
as GA, singly or as a consortium, 
on or before 15th January 1998 
-with the following details : 

1. Full particulars of the 
| constitution, ownership and 
main business activities of the 
Prospective GA (Bidder) 
covering, inter aiia, its global 
network and media of global 
access highlighting India 
presence. 
Unabridged Annual Reports or 
audited financial accounts for 


the last three years. 


Details of material pending 
litigations and contingent 
liabilities, if any, that could 
affect the performance of the 
Bidder under this mandate, as 
also details of any past 
convictions and pending 
litigations against the 
sponsors/partners. 


. Details of similar transactions 


(Government, Quasi- 


. Government and Private 


sector separately) executed/ 
under execution by the Bidder 
in similar sector and region. 


This should cover the role 


played by the bidder in deal 


structuring, valuation, 


its shareholding in KIOCL and proposes to appoint a Global 
ndia's largest 10096 Export Oriented Unit engaged in mining and 
ron ore concentrate and 3 mtpa of iron ore pellets. The concentrate plant 
lant, pellet plant and port facilities are located at Mangalore, in the state of 
nnual turnover of USD 128 million and a netwo 


rth of USD 237 million. The. 


| espo aluation of KIOCL suggesting measures to enhance 
. Sale value, preparing a detailed information memorandum, marketing of the sale, inviting and evaluating the bids, 
negotiating with prospective buyers, drawing up the sale agreement and advising on post sale matters. 


transaction marketing and bid 
evaluation and negotiations. 


Experience In Capital Market 
transactions (both equity 

and debt) in Government, 
Quasi-Government and 
Private Sector separately 
indicating the number of 

deals executed and quantum 
offundsraised. | «^^ o. 
Expertise including research ^ 
coverage in relevant sector. 
Proposed methodology of the 
Disinvestment/Strategic sale 
transaction. 

in case of Consortium Bids, 
the co-ordinating Firm with 
principal responsibility for the 
mandate. 


The above particulars should be provided year-wise (wherever applicable) for the last three years and separately 


for transactions in respect of India. 


Bidders shall deposit along with their Expression of Interest, a non-refundabl 


e earnest fee of INR 20,000 (or US $ 


equivalent) by way of demand draft payable at Bangalore in favour of Kudremukh Iron Ore Company Ltd. GOI 


reserves the sole right to accept or reject any or ail 


expressions of interest without assigning any reason therefor, 


All potential bidders are requested to approach for details and send their Expression of Interest to Industrial Development 
Bank of india (DBI), Consultants to the GOI in selection of GA, at the following address : | 


General Manager 


Industrial Development Bank of India 


Capital Markets Division 


14th Floor, IDBI Tower, Cuffe Parade, Mumbai - 400 O05. Tel: 91-22-2184015; Fax : 91-22-2181195. 





ASIA 


The trouble with Singapore's 


clone 


SUZHOU 


IVE years ago, the city-state of Singapore, 

a dot on the end of a not entirely 
friendly pensinsula, set out in search of a 
hinterland. This was in the heady days of 
the “China boom”, when China’s success— 
and much of East Asia's for that matter— 
seemed to be teaching the rest of the world 
a thing or two. In turn, Singapore's leaders, 
never short of self-regard, thought they had 
something to teach the Chinese about run- 
ning society. The result was a $20 billion 
plan to create Singapore's graven image on 
some 70 square kilometres (27 
square miles) outside Suzhou, 
an ancient merchant town to 
the west of Shanghai. On this 
field of dreams the Singapor- 
eans would build a super-city 
for 600,000 contented people 
who would enjoy first-world 
infrastructure, clean govern- 
ment and low taxes. 

From the beginning, Sin- 
gapores leaders said they 
would arrange things in the 
*Asian way"; this was not the 
table-thumping style of west- 
erners, but a quiet, behind- 
the-scenes approach based on 
mutual trust and understand- 





ing. The prospect of part of un- Sleeping off the boom 


ruly China being placed un- 

der Singaporean management seemed 
irresistible—until, that is, the region's fi- 
nancial troubles made it plain Asian values 
can work no greater magic than anyone 
else's. Rather, Singapore, like some other 
foreign investors in China, has got its fin- 
gers burnt by being over-ambitious. 

After a visit to Suzhou in December, 
Singapore's elder statesman, Lee Kuan Yew, 
made an unprecedented attack on Chinese 
officialdom and problems at the Suzhou 
Industrial Park (sip). Mr Lee's comments 
suggest his government’s commitment to 
Suzhou may be in doubt. “This matter has 
to be clarified,” he said, “because our credi- 
bility is at stake, and the credibility of the 
Chinese government as well in endorsing 
the sip at a very high level.” 

Mr Lee’s gripe is that the authorities are 
developing a rival economic zone, the 
Suzhou New District, to the west of the 
town. This is supposedly at the expense of 
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the stp, which is to the east. The result, he 
claims, is a contest for investments by mul- 
tinationals, which has cost the srP dear. 

Mr Lee criticised local officials for per- 
suading foreign investors to come to the 
New District, not the sip. He also attacked 
the central government, for failing to spot 
“municipal shenanigans”. And for good 
measure he threw in criticism of flip-flops 
in central-government policy, notably an 
imminent about-turn on tax exemptions 


f 


less than one year," remonstrated Mr Lee, 
“you turn left, and then you turn right.” Sin- 
gapore, runs the undercurrent of Mr Lee's 
comments, did not prosper by doing things 
so inconsistently. 

At first sight, a visitor to Suzhou might 
be tempted to believe Mr Lee's charge of 
municipal favouritism. The 90-minute 
drive from Shanghai is lined with bill- 
boards advertising the New District, with 
not a placard for Singapore's pet project in 
sight. The expressway sliproad for the in- 
dustrial park is blocked, with no explana- 
tion. And the New District itself is chock-a- 
block with factories where the sır is notable 
for its vast tracts of wasteland. 

Closer inspection, however, reveals 
holes in Mr Lee's charges. The New District 
began fully three years before the sip, as a 
way to move 130 or so industries out of Su- 
zhou's city centre. It is hardly an upstart. In- 
deed, Singapore chose not to join forces 


with the New District, deeming it to be too 
small for the Lion City's ambitions. More- 
over, the favouritism runs resoundingly the 
sıP’s way. It has political support from the 
Chinese president down. It has freedoms, 
such as autonomy over planning and land 
use, which are unheard of elsewhere in 
China. And tax revenues that accrue to the 
park do not have to be handed up to the 
provincial and central authorities. 

The New District, on the other hand, 
cannot rely upon political powers to help 
persuade multinationals to set up shop, 
and it has fewer tax advantages. So it must 
fend for itself. That “commercial” attitude, 
as Suzhou's new mayor, Chen Deming, 
puts it, makes its marketing more effective. 
The sip, meanwhile, may be tempted to 
bask in a state of government grace. In this 
light, many of Mr Lee's charges of chica- 
nery—he says, for instance, 
that the New District's website 
address looks damagingly like 
the sip’s—appear petty. 

Still, China's leadership 
has rushed to smooth Mr Lee's 
feathers. President Jiang 
Zemin says the sip is China's 
most important example of 
bilateral economic co-opera- 
tion. Officials promise that 
they will carry out “deep re- 
search” into Mr Lee’s remarks. 

Though multinationals 
are investing in the sip, they 
are not coming fast enough. 
Foreign investment is slowing 
in China, as in other parts of 
East Asia. The Singaporean 
shareholders in the project 
hoped by now to be earning a return on 
their investments, but they are not, and 
may not for several years. In the meantime, 
it is not clear how much more the Chinese 
can offer the Singaporeans, beyond per- 
haps new tax concessions. 

Nor is Suzhou the only place where 
Singaporean initiatives have stumbled. 
Ambitions at another government-spon- 
sored zone in Wuxi (like Suzhou, in Jiangsu 
province) are likely to be scaled back. And a 
Singaporean company that contracted in 
1995 to build the “Friendship” bridge 
across the Yangzi River at Chongqing, in 
Sichuan province, recently pulled out, cit- 
ing too much red tape. It is all evidence that 
the infatuation between Singapore and 
China, based on a belief that they hold cul- 
tural and political values in common, can- 
not survive the grubby necessity to make 
money in what is still a difficult land. 
GERO 4L ee i Ix -—i 
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ASIA 


india 


Enter Sonia, with the Gandhi magic 


DELHI 


uus Bharatiya Janata Party takes a big 
early lead; Congress moves up after So- 
nia Gandhi takes command; the United 
Front struggles way behind. That describes 
the first stages of the long race before In- 
dia's general election, which will end only 
in early March. 

Opinion polls suggest that, unless 
things change, the Hindu-nationalist pr 
and its allies will emerge as the largest com- 
bination by far, though short of an absolute 
majority. The most comprehensive poll, in 
the magazine India Today, suggests that 
the BjP will win 234 to 249 out of Parlia- 
ment's 543 seats, up from the party's 194 
seats in the mid-1996 election; the Con- 
gress party and its allies will get 150 to 165 
seats, up from 139; and the 13-member 
United Front, which has ruled for the past 
18 months, will get just 120 to 135 seats, 
down from 179. 

The Bj» is on a roll. Day after day, defec- 
tors from other parties (mostly Congress) 
Join its ranks. Congress was shaken when 
two of its top leaders in the states of Madh- 
ya Pradesh and Maharashtra crossed sides. 
In addition, the sje has managed to line up 
several new allies. The party, though strong 
in the north and west, has failed to make 
headway in the south and east. But in the 
past two weeks it has negotiated a string of 
alliances with regional parties which could 
help put it in power for the first time. 

If, as predicted, the Byr-led alliance ends 
up with 240 seats or so, it would be strongly 
placed to attract 35 defectors from Congress 


For some, a messiah 
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and the United Front and thus put together 
a majority. On the other hand, the rise of 
the BjP might help to push the parties of the 
United Front and Congress closer together, 
and between them they could have a major- 
ity. Much may change. 

Initial gloom in the Congress camp has 
given way to euphoria after Sonia, widow 
of Rajiv Gandhi, a former prime minister, 
announced this week that she would join 
the campaign. Congress, the party that 
spearheaded India's independence, was 
converted by Indira Gandhi into a family 
vehicle for the Gandhi clan. The assassina- 
tion of Indira and Rajiv has left the party 
without a Gandhi in charge, and it feels 
abandoned. Morale has surged with Mrs 
Gandhi's announcement. Party members 
consider her a messiah, and doubters are 
regarded as traitors. Whether voters will be 
similarly enthused is not so clear. 

However, even a lamp-post would at- 
tract more enthusiasm than the current 
party chief, Sitaram Kesri. He is a shrewd 
manipulator behind the scenes, but has no 
mass appeal. If Mrs Gandhi's campaigning 
is limited to a few election speeches sup- 
porting Mr Kesri, she will not make much 
impact. If, however, she decides to take over 
the party leadership and appoint a new 
team, she could conceivably generate a 
wave of support. The India Today poll puts 
her as voters' second choice for the prime 
minister's job, after the B[P's Atal Behari 
Vajpayee. Voters want a change from what 
they see as the old bunch of corrupt rascals. 





Yet if Mrs Gandhi enters the fray, the BJF 
will gleefully denounce heras pro-rascal. As 
a nationalist party, it will sneer at her Ital- 
ian ancestry. More important, the party 
will remind voters that her husband Rajiv 
lost the 1989 election after allegations of 
kickbacks in a deal to buy howitzers from 
Bofors, a Swedish arms company. The 
Swiss government is, in stages, handing 
over papers relating to payments made by 
Bofors into various Swiss bank accounts af- 
ter the howitzer deal, and the Bjr will turn 
that into a big election issue. Already Bj» 
politicians are putting it about that Mrs 
Gandhi has entered politics to try to censor 
the Swiss bank papers relating to her hus- 
band. Welcome to the dirtiest fight in the 
world's largest democracy. 
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Vietnam 


The shadow man 


HANOI! 


A ASIA'S financial mess started lapping 
at the shores of Vietnam's tiny econ- 
omy, the Communist leadership in Hanoi 
huddled together to find a response. Thus, 
on December 29th out popped a new lead- 
er. Do Muoi, the 80-year-old party boss and 
former housepainter during French colo- 
nial days, announced his retirement. Into 
his place stepped a general, Le Kha Phieu, a 
shadowy ideological hardliner. 

Mr Muoi and his old revolutionary col- 
leagues, the former septuagenarian presi- 
dent and prime minister, have left behind 
a new leadership, to be headed by Mr 
Phieu, a mere 66. But the general inherits a 
poisoned chalice. The party has lost its way 
in its search for economic reforms and is 
holding back from an urgent overhaul of 
loss-making state-enterprises. The econ- 
omy is on the slide, and foreign investors 
are packing their bags and leaving, com- 
plaining about corruption and bureau- 
cracy. People in the countryside are also res- 
tive, another headache for Hanoi. 

Such problems might be manageable 
were it not for Asia’s financial troubles. 
Vietnam has neither a stockmarket nor a 
convertible currency, but it is not immune 
to foreign buffetings, and has already lost 
$500m in export earnings. South Korean 
investors—among the biggest in Vietnam— 
are worried about mass bankruptcies at 
home and skittish about completing scores 
of licensed projects. 

This presents Mr Phieu with the biggest 
test to come the way of a Vietnamese leader 
since the doi moi reforms began over a de- 
cade ago. Just when it should be opening 
the economy further, the party's instinct 
seems to be for tighter control. The rise of 
Mr Phieu, more party man than combat 
soldier, confirms the victory of the conser- 
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Phieu, anti-capitalist scorcher 


vatives. They take a dim view of market 
forces, which they suspect will loosen the 
party’s grip on power. 

The conservatives have little under- 
standing in general of economics or in par- 
ticular of what is happening in their region. 
In his farewell speech, Mr Muoi said he was 
worried about the Asian crisis, but in the 


. Left on the beach 


TOKYO 


y giri Japan's most southerly 
and poorest prefecture, is home to 
three-quarters of the country's American 
| bases. In late December, the citizens of 
Nago, a town in Okinawa's impoverished 
rural north, voted by 54% to 46% not to let 
the American Marine Corps moor a float- 
ing helicopter base off the beach, near its 
existing Camp Schwab. The result of the 
non-binding referendum, while gloomily 
predicted, has plunged Ryutaro 
Hashimoto's government into fur- 
ther confusion. 
| The idea behind the heliport is 
| that it will take over the functions 
of the marines' Futenma air base at 
Ginowan, in the prosperous south- 
ern half of the main island. The 
Americans will then hand back the 
|. land. Okinawa’s governor, Masa- 
hide Ota, has been badgered by de- 
| velopers who drool over Futenma's 
open spaces close to the crowded 
| prefectural capital, Naha. Mr Ota 
| can say goodbye to a third term if 
| the marines fail to leave. 
| One of the points of an agree- 
, ment struck by President Clinton 
. and Mr Hashimoto during their 


| meeting in April 1996 was the re- 


same breath said one of the big problems 
was that imported plastics threaten the sale 
oflocally made bamboo baskets. Hardened 
party stalwarts see the regional turmoil as 
capitalism's come-uppance. Indeed, Mr 
Phieu himself declared in 1997 that capital- 
ism would ultimately be replaced, “as it is 
backward in satisfying the people's desire 
for happiness". 

The reformers, however, mostly believe 
Vietnam must continue to change if it is 
ever to see the living standards of its 77m 
people improve. Reform-minded members 
of the government who have travelled 
widely—such as the prime minister, Phan 
Van Khai—appreciate that the stakes are 
high. Both the mr and the World Bank re- 
cently warned Vietnam that it could only 
avert a crisis by implementing urgent re- 
forms. There is no lack of advice from 
abroad on how to proceed. Unfortunately, 
it is dispensed not to the party—which 
makes the real decisions—but to the gov- 
ernment, which is merely an executive arm 
of the regime. The party is more responsive 
to warning signals from within, such as à 
recent bout of peasant unrest in impover- 
ished rural areas. History also plays a part: 
foreigners have never done the country 
much good and self-reliance remains a po- 
tent catchphrase. 


turn of Futenma in five to seven years— 
provided an alternative site could be 
found for the air base. But the noisy and 
occasionally violent young marines 
would be no more popular in any other 
prefecture than they are in Nago. Mr Ota 
is having to walk a tightrope between, on 
the one hand, trying to find an acceptable 
site for the heliport soas to keep the gener- 
ous subsidies flowing from Tokyo while, 





America's burden 


ASIA 


That is where Mr Phieu comes in. He is 
wel: qualified to ensure that the lid is kept 
on internal revolt, assuming office after 
years as the party's chiefof internal security. 
His language is shrilly conservative, railing 
frecuently against "hostile forces" stirring 
up unrest and sabotaging the primacy of 
the party. 

How much ofthis is bluster is not clear. 
There is still a chance that Mr Phieu may 
prove to be a pragmatist like his predeces- 
sor. But he has little time in which to help 
fortify Vietnam'sfrail industrial base to sur- 
vive the battering it will get from the rap- 
idly adjusting countries around it. Having 
devalued their currencies, the neighbours 
have become vastly more competitive in ex- 
port markets. Some economists even fear a 
run on Vietnamese banks in the absence of 
robust measures to shore up the country's 
financial sector. 

Mr Phieu has to strike a careful balance 
between conservatives, reformers and sol- 
diers. That will be tough, because some in 
the leadership still privately oppose him. 
Worse, he has emerged as general secretary 
largely because the leadership lacked any 
other suitable candidate. At a time like this, 
Vietnam needs a brave man with a clear 
head more than ever. 

m ACIER ORE IMS Ie Mor P cade ee 


on the other hand, pandering to local resi- 
dents in order to get re-elected. 

Okinawa would be much poorer 
without the American bases. The bases 
themselves contribute only 5% to the local 
economy (down from 27% in 1972). But 
compensation from Tokyo for puttingup | 
with the Americans adds substantially to | 
that Even though the people of Nago | 
voted against the helicopter base, most | 
Okinawans fear that, were the Americans 
to go, so would the handouts. Okinawans | 
have become dependent on these, relying 
on central government for two-thirds of | 

the prefectural government's in- | 
come—some ¥430 billion ($3.3 bil- | 
lion) a year. | 

The bribes now dangled before | 
Nago's residents include an imme- | 
diate Y2 billion in central-govern- 
ment grants, with promises of a 
further ¥100 billion in public 
works. This has been more than 
enough to persuade Nago’s mayor, 
Tetsuya Higa, that the floating heli- 
port would do much to revitalise 
the local economy. But it was not 
enough for the locals to support the 
scheme. In an act of courage, Mr 
Higa approved the heliport and 
then resigned, handing the prob- 
lem back to where it really be- | 
longs—on the desks of the governor 
and the prime minister. | 
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“A final word"—students and graduates 
express their views 





The Economist Intelligence Unit's annual critical guide to the 
world's best MBA courses is now in its ninth edition. Based on 
extensive research and personal interviews with business schools 
and students Which MBA? gives you incomparable independent 
assessment of an MBA qualification, worldwide. 








The introductory chapters are complemented by a directory of 

116 leading schools in 19 countries around the world, listed 
alphabetically by region. Each entry contains a detailed description 
of the school's MBA programmes, with comment and analysis of 
the structure and content of courses. 
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PHILADELPHIA 


NTILa few yeats 486, ondes driving 


AJ south down Interstate 81 from New 
York state would be welcomed to Pennsyl- 
.vania with a sign reading "America starts 
here.” The sign has gone now, but the mood, 
if anything, is even more emphatic. Ameri- 
ca's smaller governments are flexing their 
muscles; and devolution, which used to 
mean the shifting of power to the states, 
now increasingly means the shifting of 
wer to cities and townships too. 
Throughout the 1990s, the lower and 
ocal levels of government 
-have won increasing importance, 
for several reasons. Republicans, 
. Who have been in the ideological 
dant, have: promoted the 
government: that is small- 
ore efficient and closer to 
people. The Supreme Court 
ruled increasingly in favour 
es rights, and the passage of 
me has blunted the suspicion 
that those rights are a code-word 
or bigotry and resistance to. 
t els t that education | 

































: Ato eet rid of iem. States — 

sconsin were experiment- 
"ng with welfare reform long be- 
fore, in August 1996, a new lawal- 
lowed all the states to make their 


directives. 





Welfare benefits are now several times | 
| higheri in generous states, such as Vermont, _ 
than they are in places like Wisconsin. 





Wisconsinians take pride in shortening 


their welfare rolls and seeing those who- 


were previously dependent doing a proper 
job: Milwaukee alone cut its welfare rolls 
by more than 10,000 in the first six months 
of the state's new programme. Vermonters, 
however, have a different sort of social con- 
science. Although the states income per 


head is modest, a large majority of its peo- 


ple feel that welfare benefits should be kept 
comparatively generous. In this area (and 
in others, such as a state’s tolerance or non- 
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tolerance of handguns), devolution offers 
Americans a real choice of government. If 
they dislike the way things are managed 
where they are, they can move—sometimes 
only a little way—to a place where the phi- 
losophy is more congenial. 

. Yet welfare may be the last big devolu- 
tion of federal power to the states. Congress 
and the federal government no longer talk 
about giving the states block grants to pur- 
sue their own policies in any other field; 


and, perhaps more to the point, state gover- 





own welfare policy, subject to broad federal E i nors are not asking for them. Although the l 
^. States remain bustling laboratories for dif- 


— ferent approaches to social policy, the real 


action has moved even further. down 


through the layers of government, to inno- 


vative officials in the cities. Devolution has 
a tendency to keep on devolving; and, just 
as Washington is eager to off-load problem- 
solving to the states, so the states themselves 
are busy dumping responsibilities on to 
the next level of government. 

America’s cities are the repositories of 
most of its social problems: they have the 
highest crime rates, the worst schools, the 
most intractable levels of joblessness. 
Rather than trying to reincorporate cities 
into their richer outlying regions (an al- 


‘ture : Thus the may 


à tough. marshal for putting up ‘Spending P 


mayors can be bolder even than governors. 


example, has to struggle to equalise spend- 
ing, which is usually based on property 







































mcst impossible task), states 2 are io leav: P 
ing cities to get on with it. On ct an 
education in particular, mayors and police 
chiefs are seizing the initiative, despite 
t-draggin gress or state legisla- |. 
or of Chicago can take. 
over the public schools, the mayor of Mi- 
waukee can introduce school vouchers, the ^. 
mayor of New Orleans can bring in a cur- 
few, and the mayor of New York can poseas 







on community policing. D 
-The fact is that, if governors can be i 
bolder than Congress or the. president, . 


A governor seeking to reform education, for 


taxes, across the whole state. In New Jersey. 
Governor Christine Whitman has just i 
troduced a law to set state-wid 
teaching standards and to nar 
^. tow the gap between school re 
. sources for rich and poor chil- 
dren. Although the plan is slowl 
taking effect, it is still said to b 
inadequately financed: = 
At federal level, such broa 
schemes are impossible; Mr Clin 
ton has felt obliged to make his. 
proposed national school tests 
voluntary, since mandatory test 
would be labelled a federa 
power-grab. Even at state leve 
dovernors can still be accused o 
riding roughshod over the senti 
ments of local school boards. A 
city level, however, with only o 
school district to consider, politi- 
cians and parents may be more © 
easily persuaded to give the new. 5 
ideasa chance: = —— eo 
The. relentless movement of "n 
government downwards. has 
| -been helped by a recovering . 
economy. After years of creative accounting 
and hand-to-mouth budgeting (almost all 
states are forbidden by their constitutions 
to run deficits), they have recorded sur- 
pluses for most of the 1990s. Going into 
1998, according to a report from the Na- ° 
ticnal Governors Association, state budget |... 
surpluses totalled $24 billion. Tax collec- 
tions are surging: the state-local sector now- 
collects almost the same amount as the fed- 
eral government. Some of this is being 
sa:ted away, but much is being spent as the- 
voters desire: 31 states cut taxes in 1996. 
Since 1990, expenditure by state and local. 
government has risen 14.3% in real terms. © 
Meanwhile, Congress in Washington is 
close to abolishing the national budget def- 
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icit, thanks to spending cuts (especially in 
defence) and cyclical shrinkage. And devo- 
lution affects government employment, 
too. State and local government also em- 
ploy 1.8m more people now than in 1990, 
whereas the federal government employs 
345,000 fewer. Whatever else devolution 
means, it does not mean quantitatively less 
government. 

The spending trends, of course, may 
prove temporary. Defence can suddenly 
cost more, if the need arises; an economic 
downturn may set local governments 
howling for more federal money. Yet even 
then the states and cities could show their 
independent spirit, raising money by pri- 
vatising assets to a greater or lesser degree. 
Indianapolis, which has privatised 75 city 
services ranging from golf courses to repair- 
ing potholes, is now a magnet for mayors 
seeking to do the same. 

If the endless devolution of power has a 
drawback, it is one of accountability. A gov- 
ernment that is closer to the people is not 
necessarily more honest or more transpar- 
ent. As the police department in Philadel- 
phia discovered, community policing may 
also provide more opportunities for kick- 
backs and for creative partnerships be- 
tween policemen and criminals. As many 
reforming mayors have found, it may be 
harder to uncover corruption inside a town 
hall than inside the federal government. 

Nonetheless, devolution is a healthy 
and abiding tendency. To de-emphasise 
the federal government is to resurrect one 
ofthe original principles of American poli- 
tics. The nation was conceived as a union of 
13 pre-existing states. The concept of na- 
tional citizenship, as distinct from state 
citizenship, did not even exist until 1787, 11 
years after independence. In the early days, 
the states showed their distinctive person- 
alities by what they did about slavery or the 
enfranchisement of non-citizens, rather 
than welfare policy or the length of prison 
terms. But whatever the issues, the taste for 
autonomy has endured and now seems, 
once again, to be growing. 

Nor is Washington keen to reassert its 
old prominence. Federal spending is set to 
keep falling, at least during the remaining 
life of this Congress or until the federal defi- 
cit disappears, an event confidently 
planned for 2002. At times, Congress even 
seems to want to promote the individuality 
of states. On December 2nd, MrClinton ap- 
proved a plan to replace the 
existing 25-cent piece with 
one that will display any one 

of 50 logos from the 50 

states. The new coin will 

commemorate both age- 

old pride and a new 

American decision to move 

back to smaller and more in- 
timate government. 








Cuban-Americans and the pope 
Ship of tools? 


MIAMI 


OPE JOHN PAUL II’s visit to Cuba in 

January may have stirred that island; 
but it has caused a real frenzy in south Flor- 
ida. This is the home of more than 1m Cu- 
ban exiles, most of them Catholics. When 
John Paul II went to Poland more than a 
decade ago, he gave support to the anti- 
communist Solidarity movement that later 
toppled the government. Among the palms 
of Miami-Dade, the whisper has grown: 
could it happen again? 

Such hopes of solidarity were raised fur- 
ther when Jaime Cardinal Ortega, the first 
Cuban cardinal since the Cuban revolu- 
tion, invited Miami's Catholics to the is- 
land to join the celebrations. To meet that 
gesture, Archbishop John Favarola of Mi- 
ami had an idea. The archdiocese would 
charter a 1,000-passenger cruise ship, en- 
abling the faithful to book passage for a 
"pilgrimage" to Cuba. The ship would have 
self-contained accommodations, meaning 
that the passengers would not have to 
spend a single dollar in Cuba: thereby ad- 
hering firmly to the American embargo. 

Surprisingly, both the Clinton adminis- 
tration and the Castro government ap- 
proved the plan. By early December, more 
than 400 people had paid nearly $1,000 





each to book passage on the cruise ship, The 
Majesty of the Seas. But in the tortured 
world of the Cuban-exile community, 
things rarely proceed so smoothly. Slowly 
at first, then with gathering force, critics of 
the archbishop's pilgrimage questioned 
whether Cuban-exile Catholics who took 
part would become useful tools in the dic- 
tators dream of gaining legitimacy for his 
regime. Others warned that if any of the pil- 
grims engaged in anti-Castro violence 
while in Cuba, the Miami-exile community 
as a whole could be discredited and Mr 
Castro handed a propoganda victory. 

By mid-December the debate pitted 
Catholic against Catholic, husbands 
against wives and devout exiles against the 
same archdiocese that had welcomed them 
as refugees. Many parishes split into fac- 
tions. Church socials became poisonous. 
The debate also became entwined in poli- 
tics. Hardliners in the community insisted 
that any exile who returned to a commu- 
nist Cuba under conditions dictated by Mr 
Castro's government (merely obtaining a 
visa would meet that test) would dishonor 
the exile struggle. More than 10,000 people, 
including the most prominent Cuban- 
American politicians, rallied in the heart of 
Miami's Little Havana district vowing un- 
relenting opposition to the pilgrimage. 

The archbishop, taken by surprise, em- 
phasised that those who travelled to Cuba 
would do so in support of the Cuban 
church, not the Castro regime. His critics 





To see an American house on the road is not unusual. This house, however, is a 
cabin measuring ten feet by 12 feet, which was moved in Decemberto somewhere 
near a courtroom in Sacramento, California. When it was still in the woods in 


Montana, the alleged Unabomber Ted Kaczynski is said to have written his mani- 
festos there and built his home-made bombs. He also made fishing hooks and | 


stored his home-grown vegetables. The cabin was meant to be a piece of evidence 
| at his trial, which opens on January 5th; defence lawyers had hoped the jury 
would think a man insane if he chose to live this way. Now, possibly at Mr 


Kaczynski's urging, the insanity defence has been dropped. Perhaps the prosecu- 
tion will still make use of the cabin, just to make the jury envy him a little. 
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were unimpressed. In the week before 
Christmas some of south Florida’s most 
prominent and powerful civic and busi- 
ness leaders wrote a public letter to him 
urging him to call off the cruise. “You are a 
relative newcomer to our area and there- 
fore you have not been directly exposed to 
our emotional pain,” the authors said. 

Unstated in the letter, but apparent in 
the collective clout of the signatories, was 
the fact that they formed the financial back- 
bone of the south Florida church. One 
headed the archdiocese's annual fund-rais- 
ing drive. The threat of another economic 
embargo was palpable. So, perhaps inev- 
itably, Archbishop Favarola has now can- 
celled the cruise ship and publicly apolo- 
gised for igniting local emotions. The 
apology is not without other costs: the 
church must also absorb the estimated 
$800,000 cost of cancellation. 

Thelast laugh, as so often, will be had by 
Mr Castro. Cuban-Americans who still 
want to make the pilgrimage are vowing to 
find alternative ways, probably by charter- 
ing planes and staying in tourist hotels 
throughout the four-day visit. Indeed, Arch- 
bishop Favarola says he will lead such a 
group. This, of course, would bring much 
more money into the Cuban economy than 
the cruise ship would have done. 





Park management 


When nature 
goes too far 


BIG HORN, WYOMING 


N 1986 Alston Chase, a writer, stood be- 

fore a piece of ground in Yellowstone 
National Park which had been grazed, as 
Mr Chase put it, “as smooth as a golf fair- 
way.” He turned to a scientist. “Is this range 
damaged?” he asked. “What is truth?” the 
scientist replied rhetorically. “You and | 
look at this scene and see range damage. 
The Park Service sees nature at work.” 

As Yellowstone enters its 30th year of 
“natural regulation”, it finds itself in the 
middle of a deepening dilemma: should it 
go on letting nature take its course, or not? 
Critics have questioned natural regulation 
ever since its inception, and the policy now 
has fewer friends than enemies. When 
800,000 acres—more than a third of the 
park—went up in smoke in 1988, patrons, 
furious at seeing wild fires left to burn, 
bombarded politicians, who then called 
for the head of the park superintendent, 
Robert Barbee. But similar storms erupted 
when nature was not left to regulate itself: 
1,084 bison were shot during the winter of 
1996-97 as they left the park looking for for- 
age. A judge in Montana has just ruled, de- 
spite a petition from environmentalists, 
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that they can be shot this winter, too. 

Now Yellowstone's estimated 18,000 
elk sit in the political spotlight. Park scien- 
tists once thought there could never be too 
many elk; there could be temporary over- 
grazing, but the range, they insisted, would 
spring back as soon as the elk died from 
starvation, revealing a natural equilibrium. 
This has not happened. The numbers at 
which the elk population would theoreti- 
cally stabilise have kept rising, well beyond 
what the scientists predicted. 

Population ecologists such as Mark 
Boyce, ofthe University of Wisconsin at Ste- 
vens Point, say that winter and wolves will 
eventually take care of the problem. The 
cold and lack of feed that drove bison out of 
Yellowstone last winter also killed an esti- 
mated 6,000 elk. But wolves are a different 
story. They have killed about 360 elk since 
they were reintroduced to the park in 1995; 
on December 12th a federal judge ordered 
that, being a “non-essential experiment", 
they should be removed again. 

Other scientists think the elks will not 
"internally regulate" their population be- 
fore they have devastated vegetation in the 
park. Charles Kay, an assistant professor of 
political science at Utah State University, 
says the elk and bison in Yellowstone have 
become so numerous that they are destroy- 
ing the habitat necessary to support a wide 
variety of animals, especially in an area 
called the Northern Range. Last February, 
Mr Kay produced (and showed to Con- 
gress) a striking series of photographs of dif- 
ferent parts of the park at the turn of the 
century and now. These showed that, over 
the years, elk have stripped the park of its 
aspen and willow stands. Mr Kay claims 
that aspen in particular have suffered a 95% 
decline since the park opened in 1872: a se- 
rious development because beaver rely on 
aspen to build their dams, which in turn 
are vital to keep wetlands going. 


T 





Park officials say that the elk are only 
partly to blame. In their view, a hotter and 
drier Yellowstone caused the moisture-lov- 
ing willow and aspen to disappear. Mr 
Boyce says that Mr Kay's pictures do not tell 
the whole story: although elk have been 
hard on these trees in some places, in others 
their impact is undetectable. And Mr Kay 
himself admits that aspen groves have been 
deteriorating throughout the west. 

The feeding of elk outside the park com- 
plicates the issue. Only two of the nine Yel- 
lowstone elk herds winter in the park. The 
rest migrate to feed. Herds in the southern 
end of Yellowstone head for the Jackson 
Hole Elk Refuge, where the state of Wyo- 
ming feeds each of them 3.5kg of hay a day. 
How can the numbers stabilise at a low 
level if they are fed? One biologist, Aldo 
Leopold, once flung up his hands at the 
folly of it all. “It seems to me academic,” he 
said, “to talk about maintaining the bal- 
ance of nature. The balance of nature in any 
strict sense has been upset a long time ago, 
and there is no such thing to maintain." 

Yellowstone, pulled and tugged by 
changing policy manuals and overbearing 
politicians, has a history of reactive man- 
agement. When attacked by critics, the 
faithful tend to circle the wagons, only to 
capitulate as soon as some scientific school 
of thought convinces them that disaster is 
imminent. Yet that may change. Yellow- 
stone is part of a new experiment in park 
fees. Last year the entry fee was raised to 
$20; the park will keep $8. Will visitors 
really pay to see dying elk and meadows 
nibbled down to the roots? Keeping part of 
the gate receipts may give the park more au- 
tonomy, and push politics further out of 
the picture. It would be even better if the 
park's managers used their new freedom to 
come up with a consistent set of principles 
on which the park could be run. 
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vain, boorish people 
in their lives. As he takes i in the Astors and. the Guggenheims, 
their cigars, jewellery and empty conversation, he whispers to 
the winsome aristocrat (Kate cit whoh has Med her sort 
in order to be with h : 

















Wee Ail, A Ar r Di om O; R artistry ends towards the 
— |^ physical rather than: epoetic(he - | | 


— | remarks "This is bad” a. lot), 
= | doesn't quite say that. The words g 
|j come from the working-classhero f 
|| of “Room at the Top", John 
 Braine's furious indictment of 
: 19508 Britain. "Titanic" is an exer- 
d» cise in class hatred that few Euro- 
pean so socialists would dare to dis- 
.| play. The French sometimes still 
| make films about wicked mine- 
| owners locking out their workers; 
i in "Titanic", the poor are locked 
| below decks to drown. This is a 
- tale of two ships—one toiling in 
< the engine room, the other trying 
ae onc | diamonds—accentuated by the 
|: convenient fact that in the film, at 
east, there are no second-class 
: harade to bridge the gap. The f= 
“rich people are all so awful (one ES 
| even steals a baby to get putona f 
.| lifeboat) that an icy Atlantic grave 
| seems too good for them. 
| Encouraging poor Americans 
| to bay for the blood of rich ones is 
| something Hollywood usually eschews. Ironically, "Titanic" was 

























| class warfare does no harm at the box office: the film has already 
d taken in. $90mi in ten days. 

us Of Course, reading too much into movies can | be dangerous. 
ae The murmurs of approval across America as the waters descend 


E admit that a few of the rich creeps did let the women and chil- 
| dren go first) are not. 
America t is still a pla T 
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one, rather than by tyi ying | 
- instance, has succeeded in | 
|. Stands the European 






w much longer? Conventional adom has it that, 
: | althóugl income inequality has risen, the rich behave far less 
pe obnoxiously: in the 1990s than they did in the1980s—the decade 
i Dun Greed was Good and the Masters ofthe Universe (a phrase 
-borrowe Titanic ) ruled Wall Street. In Beverly Hills and 
ee wealthy now drive practical Range Rovers 
4 pair ian | | tivolous open-top sports cars. But, with the value of 
] stock: Of ogr Ys now pushing $1 trillion, this cover is 
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| class dining room, where M is duly snubbed bya a collection of  . wine, $13,000 handbags, 5,000 reservation-requests a day at Le 


mention the million). | 


i itself, until recently, a byword for pointless extravagance. But 


| on the. brandy-quaffing millionaires (yes, even “Titanic” has to ~ guru, compares today’s tycoons to the Wall Street heroes of the © 


tite the sound of revolutionary tumbrils. | Few modern bosses, Mr Drucker has argued, “can even imagine 
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champagne city, making the brash consumption of the 1980s. 
looklike the depression". Suddenly the talk isof$2,000 bottles of 


Cirque and people "only being worth 30" (it is unnecessary to 


With-Ronald Reagan no longer in the White House to take 
the blame, wealth looks more vulnerable to criticism than it did 
a decade ago. Wall Street's long bull run has effortlessly turned 
many small fortunes into large ones without many ofthe benefi- 
ciaries raising a finger. Some ofthe biggest pay-packets are going 
to those rapona! for me massive corporate downsizings of 

i. s ->the mid-1990s, when many steer- 
 —. age passengers, as well as middle 
— managers, were cast overboard. 
|] The voraciousness of people such 

| as Henry Kravis, the original bar- 
“| barian at the gate (who is said to © 
have earned $300m in 1997), or Al. 
“Chainsaw” Dunlap. has helped Je 
keep corporate America competi- 
tive; but they are not loved for it. 

"With a few exceptions, such as - 
cia Géorge Soros, the new rich have: 
not been philanthropic. One New | 
York grande dame, while admit- 
ting that her own ancestors were |- 
not entirely nice people, points | 
out that they founded hospitals | 
. and museums: "They gave some- 

thing back—unlike that greedy lit- 
"|. tle bully [a well-known figure.on . 
=| Wall Street| who probably deducts | - 
f= the tax on the charity-ball tickets | 
— his wife forces him to buy.” Her 

—J) peers in San Francisco view the- 
nerds of Silicon Valley, too. busy x 
investing in startups to woi ry. 
dient poorer «t folk: with a disdain. | 

One straw in the wind could be Bill Gates. Once a dcos 
technological wizard, he is now often depicted as an undeserv- 
ing monopolist. Michael Eisner, who recently cashed options 
worth $565m, is known as much for his pay-packet as for reju- 
venating Disney. Peter Drucker, America's foremost corporate 
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1920s who became Roosevelts *malefactors of great wealth”. 


the hatred, contempt and fury that has been created." 
Naturally, this fury could relent. More of the new rich may | 
discover philanthropy and good manners, just as the Astors did 
before them. But there is one difference. Much of the new pain, 
like much of the new wealth, is being created not by the rich but 
by globalisation. Already several politicians—notably Richard 
Gephardt and Pat Buchanan, who ranted about "Goldman and 
Sachs" (as he called it) in 1996—seem to be taking aim at the 
^winner-takes-all society". It is not hard to imagine talk of super- 
taxes or higher trade barriers to stop the injustice. But that might 
turn out to be like trying to ram an iceberg. At the end of 
"Titanic" we are told the good news that Mr DiCaprio's baby- 
snatching rival shot himself during the crash of 1929. The Great 
Depression that followed that particular culling of the undesetv- - 
ing rich also did the poor Pemanamy few fivonrs. 
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THE WAR OF 1898 





Forget the Maine! 


Acen 
Spain. 


HUNDRED years ago this month, in 

January 1898, President William Mc- 
Kinley ordered one of his battleships, the 
USS Maine, to put into Havana for an ex- 
tended visit. A century later, as the leaders 
ofthe Americas prepare for a summit meet- 
ing in April, they can still hear the echoes of 
that neighbourly American call on Cuba. 

For much of the three previous years, 
Cuban rebels had been trying to win inde- 
pendence from Spain. They had fought a 
large Spanish army to a standstill and, by 
arson and intimidation, had brought Cu- 
ba's rich sugar industry to a halt. Under 
mounting pressure from the United States 
to end the war, the Spanish government be- 
latedly ordered home rule for the island. 
That in turn provoked riots by diehard loy- 
alists in Havana in mid-January. 

In sending the Maine, President Mc- 
Kinley intended a show of force “in view of 
the possibility of danger to American life 
and property”. For a couple of weeks after 
the Maine's arrival in Havana harbour, 
nothing much happened. Then, at 9.40pm 
on February 15th, the ship was ripped apart 


36 


ago, the United States jumped into the world by going to war with 
e Americas, and the world, are still feeling the consequences 


by an explosion under the seamen’s quar- 
ters. The Maine went down and, of a crew 
of 354 officers and men, 266 died. 

Today there is little doubt that—as 
Spain argued at the time—the explosion 
was accidental, caused by a fire in a coal 
bunker that ignited the forward magazines. 
The Spanish authorities did what they 
could to help the survivors, and offered to 
take part in a joint inquiry. They were re- 
buffed. On March 25th, an American naval 
court of inquiry concluded that a mine det- 
onated under the ship had caused the mag- 
azines to explode. By then, Congress had 
appropriated $50m, a large amount in 
those days, for war preparations. 

Some had been even quicker with 
blame. The day after the battleship went 
down, Theodore Roosevelt, the assistant 
secretary of the navy, wrote: "The Maine 
was sunk by an act of dirty treachery on the 
part of the Spaniards." And, like Roosevelt, 
a sensationalist press wanted war. 

William Randolph Hearst's New York 
Journal had already published denuncia- 
tions of Spanish atrocities in Cuba. When 


his war artist in Havana proposed to return 
home because he lacked subject-matter. 
Hearst had famously instructed him: "You 
furnish the pictures, and I'll furnish the 
war." Then, days before the Maine sank, the 
Journal had published a leaked letter in 
which the chief Spanish diplomat in Wash- 
ington had referred in derogatory terms to 
McKinley as "weak" and a “petty politi- 
cian". Now the paper urged its readers to 
insist on war: *Remember the Maine; to 
Hell with Spain." 

War there soon was, declared on April 
23rd. It was over in less than four months. 
By comparison with America's civil war of 
1861-65, or the wars of the 20th century, the 
Spanish-American conflict was not only 
brief but relatively merciful. Although 
5,462 American servicemen were to die in 
1898, only 379 were killed in combat. Dis- 
ease got most of the rest. Spain lost about 
50,000 men in its whole three-year struggle 
to hold on to Cuba. It was a small war, as 
wars go. Yet it had large consequences for 
both winner and loser. A century later, the 
explosion aboard the Maine still resounds. 


The wider manifest destiny 


For Spain, the war in effect drew a line un- 
der an era. Spanish realists in 1898 knew 
that their country had long been in decline. 
It had lost most of its American empire to 
independence movements early in the 19th 
century. But for Spain to relinquish Cuba, 
its "ever-faithful isle", was as difficult as it 
was for France to abandon Algeria two- 
thirds of a century later. The Spanish gov- 
ernment reckoned that at least a show of re- 
sistance was needed to save national 
honour. But the result was defeat, not only 
in Cuba itself but in the Philippines: a de- 
feat that helped to consign Spain to a pe- 
riod of confusion and weakness from 
which it is only now decisively emerging. 

For the United States, on the other 
hand, the war of 1898 was the turning- 
point that led to world power. Although it 
had recently overtaken Britain to become 
the world's largest economy, the United 
States had until 1898 taken care to avoid in- 
volvement in the wider world. For much of 
the 19th century it had pursued what John 
O'Sullivan, the editor of the New York 
Morning News, called its “manifest des- 
tiny": thecall to spread its people across the 
North American continent. 

The expansion of the original United 
States from the Appalachians to the Pacific 
and the Rio Grande had indeed required 
dealings with outsiders. It had involved the 
purchase of Louisiana and Florida from 
France and Spain. It had also led to a war 
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with Mexico, by which the United States ac- 
quired a huge triangle of land bounded by 
California and Texas. But not until the con- 
flict with Spain in 1898 was Yankee power 
projected outside the North American 
mainland, into the Caribbean and across 
the Pacific. 

This Spanish-American fight also 
opened a new chapter in the history of 
seapower. Warships were what decided the 
issue. On paper, Spain’s fleet was powerful, 
but it was in poor condition, and some of 
the ships did not even have their full array 
of guns. In the first significant action, on 
May ist, Commodore George Dewey’s 
small squadron destroyed an antiquated 
Spanish fleet in a morning's shelling in Ma- 
nila Bay, in the distant Philippines. In the 
Caribbean, a modern and generally well- 
led American fleet of five armoured battle- 
ships and their escorts prevented Spain 
from reinforcing or supplying its army in 
Cuba. A Spanish force of cruisers and de- 
stroyers was sent to challenge the blockade 
but, lacking coal, took refuge in the port of 
Santiago, on Cuba’s south-east coast. 

To deal with Santiago’s harbour de- 
fences, McKinley turned to the American 
army. He had called for 125,000 volunteers 
to supplement the tiny peacetime army of 
28,000 men. From Tampa in Florida a hast- 
ily assembled expedition of 17,000 troops 
left for Santiago under the command of 
General William Shafter, an obese and 
gouty 62-year-old civil-war veteran whom 
one observer called “a floating tent”. 

Although outnumbered, the Spanish 
infantry fought hard, and caused enough 
American casualties to make Shafter blink. 
They were nevertheless defeated at El 
Caney and the San Juan Heights, in 
engagements in which decisive parts 
were played by artillery, the Gatling 
gun (an early machinegun) and three 
regiments of black Americans. But it 
was the redoubtable Roosevelt who 
stole the show. As a colonel leading a 
unit of (horseless) cavalry volunteers, 
known as the Rough Riders, he 
turned a relatively minor role in the 
San Juan battle into a national 
legend powerful enough to sweep 
him to the presidency. 

Shafter's attack failed to take the 
city, but it provoked the trapped 
Spanish fleet into a foolishly gallant 
attempt to break out. On a calm and 
sunny Sunday morning, it was de- 
stroyed by Admiral William 
Sampson's blockading force. With it 
went any Spanish hope of continu- 
ing the war. After an American expe- 
dition had occupied Puerto Rico, an 
armistice was signed on August 12th. 
News of it did not reach the Philip- 
pines until an American force had 
taken Manila against token 
resistance. 
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Teddy Roosevelt rode rough 


Spain had not only lost Cuba; it had to 
surrender all but the most trivial remains 
of an empire dating back to the days of Co- 
lumbus. The United States annexed Puerto 
Rico, the Philippines (for which it paid 
$20m) and the Pacific island of Guam. No 
wonder that, in Spain, this year will be the 
centenary of el desastre. 

To the students of war, the conflict 
seemed to vindicate Captain Alfred Thayer 
Mahan, an adviser to McKinley, who had 
in 1890 written a book preaching the im- 
portance of naval power. This reinforced 
the Americans’ desire to build and control 
a canal across the isthmus of Panama, so 
that their ships could move between the At- 
lantic and the Pacific without going all the 
way round Cape Horn (as the American 
battleship Oregon had to do during the 
war). It may have encouraged the Anglo- 
German “naval race” of the next decade, 
and in the process set off a scramble among 
European powers for far-flung naval bases. 


That weary burden 


In the first world war, Britain's Grand Fleet 
would imitate Sampson's blockade, on a 
far bigger scale, in order to bottle up its Ger- 
man rival. And the casualties inflicted on 
the American troops outside Santiago by its 
well-entrenched Spanish defenders, armed 
with magazine-fed (rather than single-shot) 
rifles, would be colossally magnified on the 
battlefields of Verdun, the Somme and 
those other ill-starred names. 

But the best-known verdict on the Span- 
ish-American war came from John Hay, 
then American ambassador to Britain. He 
called it *a splendid little war, begun with 
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the highest motives, carried on with mag- 
nificent intelligence and spirit, favoured by 
that fortune which favours the brave.” His- 
tory's judgment is less romantic. His coun- 
try's motives were more complex than Hay 
allowed, mixing high-mindedness with 
some keen self-interest. 

Although the Americans went into the 
war using the rhetoric of anti-colonialism, 
they came out of it with a mini-empire of 
their own. Their takeover of the Philippines 
moved Rudyard Kipling to write "The 
White Man's Burden", telling Americans 
that an empire brought pain as well as 
pride: 

Go bind your sons to exile 

To serve your captives' need. 
Only 20 years later did America formally 
eschew the idea of imperialism; Woodrow 
Wilson argued after the first world war that 
great powers should offer self-determina- 
tion to their subject peoples. 

During those 20 years, the annexation 
of the Philippines had led to a case of what 
would nowadays be called "mission 
creep". Dewey's motive in attacking the 
Spanish fleet in Manila Bay was almost cer- 
tainly no more than to distract Spain from 
reinforcing the Caribbean. McKinley, a far 
more reluctant imperialist than Roosevelt, 
hesitated for weeks before deciding to 
claim title over the Philippines, 6,000 miles 
from the American mainland. 

Yet in the end he did. Thus began the 
rise of the United States as an Asian power, 
with a chain of bases including Hawaii (an- 
nexed during the war) and Guam as well as 
Subic Bay in the Philippines. Meanwhile, 
Britain's friendly neutrality during the war, 
ending a century of Anglo-American 
friction, led to alliance in two world 
wars and the post-1945 “special 
relationship”. 


The damage in the Americas 


Nearer home, though, the war had 
darker consequences. The United 
States had ostensibly gone to war in 
support of “Cuba libre”, to give the 
island its freedom. That makes it 
hard to explain the Americans’ sub- 
sequent treatment of the Cuban 
rebels whose cause they were sup- 
posedly backing. 

Shafters disorganised landing 
near Santiago could easily have 
turned into a disaster when it met 
those well-dug-in Spaniards. That it 
did not was in part because of the 
help it got from Cuban insurgents; 
Calixto Garcia, the rebels' local lead- 
er, put his 7,500 men at Shafter’s dis- 
posal. But, when Santiago surren- 
dered, the Cubans were excluded 
from the ceremony and Shafter for- 
bade them to enter the city bearing 
arms. Even more hurtfully, they 
found themselves shut out of the 
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subsequent peace conference. 

Why? Some historians now argue that 
the sinking of the Maine was merely the 
pretext for America’s going to war, not its 
true cause. It was Spain’s failure to crush the 
rebels, they say, that brought about the 
American intervention; the Americans 
were alarmed that, by early 1898, General 
Maximo Gomez, the leader of Cuba’s inde- 
pendence movement, seemed confident 
that he was about to win the war. 

For most of the 19th century, American 
policy towards Cuba had had two main 
aims. One was to ensure that control of the 
island was not transferred from weak 
Spain to a stronger European power. The 
second was the assumption—dating back 
at least to the days when John Quincy Ad- 
ams was secretary of state in 1823—that the 
island would eventually come under 
American control. Adams said: “Cuba, 
forcibly disjoined from its own unnatural 
connection with Spain, can gravitate only 
towards the North American Union.” 

In 1898, the United States insisted it 
had no intention of annexing the island. 
Nevertheless, McKinley refused to recog- 
nise the rebels as its lawful new govern- 
ment. On both scores, the large number of 
blacks in Cuba’s population may have 
swayed the Americans’ decision. They were 
reluctant to incorporate so many blacks 
into their own country; but they also feared 
that handing Cuba over to the rebels would 
lead to a repetition of what had happened 
in the misgoverned black republic of Haiti. 

Instead, they set up an American mili- 
tary government on the island, and made 
the withdrawal of their soldiers condi- 
tional on Cuban acceptance of the Platt 
amendment, which gave the United States 
the right to intervene in Cuba “for the 
maintenance of a government adequate 
for the protection of life, property and indi- 
vidual liberties”. That phrase was to be fre- 
quently invoked in the next 30 years. 

Cuba became not only a protectorate 
but also an economic colony of the United 
States. After its violent break with Spain, 
four-fifths of the island’s sugar estates were 
in ruins, and many of its businessmen were 
bankrupt. American firms moved in; and 
soon they dominated not only the sugar 
and tobacco industries but the railways, 
public utilities and mines. For ambitious 
Cubans, going into politics became the 
likeliest route to wealth. That produced 
widespread corruption, and corruption 
led to instability. When a revolutionary 
government that wanted to clean up the 
mess seized power in Cuba in 1933, and 
proceeded to abrogate the Platt amend- 
ment, the United States both denied it rec- 
ognition and supported Colonel Fulgencio 
Batista in his successful putsch against it. 

These were fateful decisions. Rightly or 
wrongly, Cuban nationalists believed that 
the United States had twice robbed them of 
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self-determination. That is why, when Fidel 
Castro took Cuba into alliance with Russia 
in the early 1960s, he at first had the sup- 
port of most of his countrymen. 


Acentury of mistrust 


The chilling effects of 1898 were not con- 
fined to Cuba; they spread deeper into 
Latin America. The war halted a promising 
move towards pan-American co-operation. 
In the 19th century, a close-knit western 
hemisphere had seemed desirable to many 
leaders of the South American republics, 
whose own battles for independence had 
been inspired in part by the American revo- 
lution against British rule. By the last quar- 
ter of the century, such co-operation ap- 
peared to offer something to the United 
States as well: then, as today, much of Latin 
America was ruled by civilian governments 
committed to free trade, export-led growth 
and an open door to foreign capital. A pan- 
American conference in 1888 considered, 
though it did not actually endorse, the idea 
of a customs union of all the Americas. 
The Spanish-American war put paid to 
this. Most South American countries—Por- 
tuguese-speaking Brazil, which gave valu- 
able support to the United States, was a rare 
exception—found themselves worried by 
the display of Yankee power and sym- 
pathising with Spain, their former colonial 
ruler. Pro-Spanish demonstrations were 
held from Mexico city to Buenos Aires. 
Spain’s defeat produced much soul- 
searching among South America’s conser- 
vatives, who might otherwise have been 
natural supporters of closer relations with 
the United States. This was most clearly ex- 
pressed in “Ariel”, an essay by a Uru- 
guayan, Jose Enrique Rodo, published in 
1900 and dedicated “to the youth of Amer- 
ica”. Rodo said that Latin America, inspired 
by Hispanic Christianity and classical an- 
tiquity, should pursue the ideals of beauty 
and truth. He admired the prosperity of the 


Maybe it’s all starting to come together again 


United States, but he also saw that country 
as the source of a vulgar utilitarianism and, 
like some of today’s critics of globalisation, 
feared that America wanted to impose its 
ideas on everybody else. 

“Ariel” had a huge impact in the region. 
Rodo’s Hispanicism, and his ambivalence 
towards democracy, were approvingly 
noted by conservative authoritarians. His 
criticism of Yankee imperialism, and his 
call for a movement of “regeneration” in 
the southern half of the hemisphere, also 
helped the rise of the populist nationalism 
which, after the depression of the 1930s, 
came to dominate much of Latin America 
for half a century. 

The United States, too, retreated from 
pan-Americanism. In the three decades af- 
ter 1898, it made more than 30 military in- 
terventions in the countries of the Carib- 
bean basin. Later, its policy towards Latin 
America was shaped by the cold war and by 
the search for allies against Castro's Cuba. 
Not until the 1990s would Latin America, 
once again ruled by civilian governments 
committed to economic liberalism, show a 
solid interest in co-operation. The rebuild- 
ing of trust had taken a century. It was only 
in 1994 that President Clinton could invite 
all 34 of the hemisphere's leaders (save Mr 
Castro) to Miami, where they agreed to ne- 
gotiate a free-trade area by 2005. 

Even so, when they meet again in Chile 
in April, there will still be a whiffofthe old 
mistrust. That is partly because Mr Clinton 
has just failed to win Congress's approval 
for the right to sign trade deals without end- 
less congressional quibbling. It is also be- 
cause many people in the United States see 
Latin America more as a source of prob- 
lems—drugs and illegal immigrants—than 
as a reliable ally and a profitable partner. 
Given the huge difference of power be- 
tween the two halves of the Americas, some 
tension has always been inevitable. But 
1898 made it worse than it need have been. 
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Domestic and International 
Public Call for Bid 


Purpose: A domestic and international public bid is called for the 
position of financial advisor in connection with the granting of a 
concession of services currently provided by the Administracion 
General de Obras Sanitarias de la Provincia de Buenos Aires 
(AGOSBA) to a private sector supplier. 


Value of the Pliego: US$ 5,000.00 
Deadline for Consultation of Pliego: 12:00 pm January 19th 1998 
Opening: 12:30 pm on January 23rd 1998 


The opening of bids offers will take place at Banco de la Provincia 
de Buenos Aires - Gerencia de Finanzas y Relaciones 
Internacionales, San Martin 108/20 - 22nd Floor, ( 1004) Buenos 
Aires, Argentina. 


Consultation and Sale of the Pliego: 


Banco de la Provincia de Buenos Aires - Depto. de Compras 
(Purchase Department) - Of. de Licitaciones (Office of Bidding) - 
San Martin 108/20 - 15th Floor - (1004) Buenos Aires, Argentina - 
Edif. Anexo a Casa Central (Bldg. Annex to Headquarters). Hours: 
10 am/2.30 pm. 


THE AMERICAS 


Massacre in Mexico 


The authorities knew the Chiapas killing was on its way. More may follow 


UR years ago this week, an armed 
band of masked Indians sprang out of 
the jungles of Chiapas in southern Mexico 
to launch the Zapatist uprising. Some 145 
lives were lost, on one side or the other, dur- 
ing attacks on army outposts and police sta- 
tions. The world, and even Mexico's rulers, 
took notice: Chiapas’s downtrodden indig- 
enous masses wanted justice. Partly as a re- 
sult, the long-ruling Institutional Revolu- 
tionary Party (PRI) allowed a fair vote for 
Congress last July, which its opponents 
won. But how much has Chiapas changed? 
Not much. On December 22nd, another 
band of Indians sprang from a dark corner 
of Chiapas. But their victims, in the tiny vil- 
lage of Acteal, were fellow Indians, mostly 
women and children, all unarmed, and 
they seem to have been butchered precisely 
because they had found hope in the 
Zapatist cause. They had fled their villages 
in recent weeks fearing armed groups 
linked to local pri bosses. 

Officials had been warned of trouble. 
Why did they take no notice? The state’s 
governor admits he received calls alerting 
him to the butchery as it happened. He did 
nothing, he says, because the police, when 
he inquired, reported nothing unusual. 
Why, later, did officials claim the killings 
had sprung from family feuds? Witnesses 
say the killers wore state-police uniforms. 
Some carried machineguns. 

The massacre has shamed President Er- 
nesto Zedillo into action. Against his usual 
practice, he has ordered the federal attor- 
ney-general to take charge of what would 
normally be a state matter. Nearly 50 men 
have been arrested, including the mayor of 
the municipality in which Acteal lies. 

Who was behind the crime? Probably, 
thuggish caciques, local chieftains affili- 
ated mostly with the pri, running things 
much as they have for centuries. The state, 
like much of rural Mexico, has long been a 
violent, unruly place. Some 300 people 
have been murdered since the Zapatist up- 
rising. Maybe 4,000 fled their homes in 
fear in 1996, perhaps twice as many in 
1997. The state is a cauldron of conflicts 
over religion and race. Catholics and Prot- 
estants fight each other in some places; in 
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others both groups are victimised by ca- 
ciques who find them threatening. A grow- 
ing population scrabbles for scarce land. 

At least half a dozen armed groups 
roam the hills, each with its own agenda 
and paymaster. The guardias blancas have 
been around for decades, hired guns pro- 
tecting the economic interests of the ca- 
ciques, sometimes with police help, always 
with impunity. The surge of the left in local 
elections in 1994 prompted a backlash in 
the form of new armed groups. Peace and 
Justice was one. Linked to the PRI, it uses 
Ch'ol Indians to attack, chiefly, non-PRi 
Ch'ol Indians. Other groups oppose the 
PRI; some 20 PRI men had been killed in 
recent weeks. Few groups, pro- or anti-PRI, 
have army links. Most men are untrained, 
and many armed only with machetes. 


Li 


Can any good come of the massacre? It 
has put enormous pressure on Mr Zedillo 
to restart peace talks with the Zapatists. A 
deal would not cure all that ails Chiapas, 
but it would ease tension. The question is 
whether "Subcomandante Marcos", the 
rebel leader hiding in the jungle will nego- 
tiate. He was pushed out of the limelight 
when the talks broke down in 1996 and 
looked almost irrelevant after the pluralis- 
tic elections throughout the country in 
1997. But now he is back, blaming the crime 
on people *at state and federal level". He 
will not quickly lower his terms for peace. 

Even ifa deal is reached, can Mr Zedillo 
make it stick? Sergio Sarmiento, news direc- 
tor for Television Azteca, notes that today's 
intense public interest in the massacre will 
fade within months, and little will change 
unless pressure is brought on the central 
government to tackle the caciques in ear- 
nest. “This massacre is nothing new, or sur- 
prising. It could happen again tomorrow 
in Guerrero, Oaxaca or Sinaloa,” says Jose 
Miguel Vivanco, head of Human Rights 
Watch Americas. He too blames rural vio- 
lence chiefly on local bosses, and insists it is 
the central government's job to tackle them. 

Mr Zedillo’s standard response has 
been that his hands are tied: under Mexi- 
co's federal structure, most crimes like mur- 
der are matters for local and state authori- 
ties. "Yet no one", says a top federal official, 
“has more to gain than the federal govern- 
ment from solving Chiapas." True. But how 
faris MrZedillo willing to goin tackling the 
caciques within his own party? 





41 





^ 
"^, 


THE AMERICAS 
Argentina 


Someone did it 


BUENOS AIRES 


RGENTINA has 300,000 Jews. They live 
peaceably among their Catholic 
neighbours—there is a Holocaust memo- 
rial in Buenos Aires’s cathedral—and those 
(such as President Carlos Menem) of Arab 
descent. Yet on Christmas Eve someone 
smashed 34 tombstones in a Jewish ceme- 
tery in the capital. Who? Quite possibly 
members of the provincial police. 

The same cemetery was hit, and harder, 
in 1996. But Buenos Aires has seen far 
worse than that. In 1992 a bomb killed 29 
people at the Israeli embassy. Two years 
later 86 died when an organisation run by 
a Jewish welfare body, AMIA, was blown up. 
Investigations into the embassy bomb have 
got nowhere. Nor, until mid-1996, did the 
AMIA Case get any further. But then four po- 
licemen were arrested and charged with 
supplying the vehicle that held the bomb. 
Two months ago, the authorities claimed to 
have found evidence that one had received 
a payment of $2.5m just before the attack. 

The case got a push last July. A rally on 
the third anniversary of the AMA blast gave 
voice to a barrage of anger at the authori- 
ties’ inactivity. The (Jewish) interior minis- 
ter, Carlos Corach, invited as a guest of 
honour, had to listen to savage attacks on 
his performance, amid jeers from the 
crowd of 10,000. Since then, the govern- 
ment has given the investigating judge new 
support and resources. He and his team 
have travelled to San Francisco to hear evi- 
dence suggesting an Iranian connection. 
They are also looking into suspicions of the 
caras pintadas— "painted faces", army offi- 
cers involved in mutinies in the 1980s, in- 
cluding a congressman from a party led by 
the most prominent of these. 

Charges are being brought against some 
politicians and policemen accused of ob- 
structing justice in the case. One such is a 
former head of the provincial police, Pedro 
Klodezyk. He was sacked in 1996 after the 
arrest of the four. The first attack on the Jew- 
ish cemetery came soon afterwards. This 
Christmas policemen were supposedly on 
guard at the cemetery. They claim to have 
seen and heard nothing while it was van- 
dalised. Few believe that; many believe the 
vandalism was police work. The Buenos 
Aires force is (at best) famously corrupt, and 
parts of it worse than that. Eduardo Duhal- 
de, governor of the province, had just 
started a drastic clean-out, under a civilian 
chief; 200 senior officers face the sack. 

Mr Duhalde is under pressure. Several 
policemen have been held in connection 
with the widely publicised murder of a 
press photographer last January, and lesser 
scandals have followed. And Argentines 
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And that was mid-1994 


are no longer ready to accept official cor- 
ruption and impunity. The provincial Per- 
onists, led by his wife, were mauled in Oc- 
tober's congressional elections, and Mr Du- 
halde's presidential hopes with them. 
Similar pressures are at work in the 
AMIA case. And the victims' families are 
now keeping a close eye on it. As Argentine 
law allows, they recently hired their own 
prosecutors, who have already made more 
than 100 requests for evidence, as against 
just three in the previous three years. One of 
them, Alberto Luis Zuppi, worked on the ex- 
tradition of the war criminal Erich Priebke 
from Argentina in 1994. Cautiously, he sees 
hope. The men so far charged with involve- 
ment in the bombing are still refusing to 
talk. The investigating judge's slowness still 
irritates the victims’ lawyers. Yet “attitudes 
have changed,” says Mr Zuppi. “There is 
now a real interest in solving the case.” 





Canada 


Toronto enlarged 


OTTAWA 


HE Americas got a new megacity this 

week. On January 2nd, six municipal- 
ities and their 2.4m people were amalgam- 
ated into an enlarged Toronto. And did its 
citizens hail the newborn giant as a model 
of development, as in many ways this con- 
urbation has been? They did not. 

Amalgamation was the idea of Mike 
Harris, the radical Conservative elected in 
1995 as premier of Ontario, the province 
that includes Toronto. Put forward in late 
1996, the scheme soon aroused angry pro- 





tests, led by Barbara Hall, mayor of the 
older, smaller Toronto, whose proud citi- 
zens feared they would be swamped by the 
suburbs, three times as populous. Referen- 
dums in city and suburbs showed 75% hos- 
tility. But Mr Harris was not to be put off, 
and in Canada the province is boss. 

Still, elections in November for the new 
megacity’s 57-member council saw Ms Hall 
roundly beaten by Mel Lastman, who in 25 
years as mayor of North York had greatly 
developed that northern suburb. So at least 
Mr Lastman is happy? Not he. 

He won office with the promise of a tax 
freeze, relying on Mr Harris’s assurance 
that a planned Ontario-wide exchange of 
more than C$5 billion a year ($3.5 billion) 
of responsibilities—the province taking 
over education, and handing welfare, pub- 
lic health and some other jobs to the 
municipalities—would be fiscally neutral. 
Not so: in December the Ontario govern- 
ment revealed that the deal would in fact 
cost municipalities C$505m a year, 32% of 
that to be paid by the new Toronto. 

Mr Lastman promptly denounced Mr 
Harris as a liar, and accused him of “screw- 
ing" the city: big as it is, the new Toronto is 
home to only 22% of Ontarians. It would 
have to increase property taxes by 12%, he 
said. Mr Harris replied that ranting and 
raving would have no impact and, when 
Mr Lastman turned up at his office to pro- 
test, was not at home. Ontario’s finance 
minister is now boasting of progress on Mr 
Harris's campaign promise to eliminate 
the province's budget deficit while cutting 
taxes by 30%. Toronto taxpayers, confused 
and worried (partly by a planned reassess- 
ment of property values, until now based 
on 1940s figures), wonder why Mr Lastman 
believed Mr Harris in the first place. 

Yet the amalgamation has supporters 
too. They point out that many institu- 
tions—police, board of trade, labour coun- 
cil—were already organised across the six 
municipalities. The new Toronto will have 
clout in negotiations with the 4.5m-strong 
conurbation around it, where the Greater 
Toronto Services Board rules over strategic 
plans and major roads. 

The economy anyway is thriving, aided 
not least by an inflow of immigrants: by 
now over 40% of all mega-Torontans are 
foreign-born, the big flow recently coming 
from Asia. The number of homeless people 
sleeping in night shelters may have soared 
above 5,000 in the past year, but the build- 
ing industry is hard at work. The Raptors 
basketball team is putting up a new down- 
town arena, the Maple Leafs ice hockey 
team another. Some C$5 billion is being 
spent on improvements to Pearson Inter- 
national Airport. Overall, the 150,000 jobs 
lost in Canada's 1990-92 recession have 
been recovered. Whatever its geography, 
the new Toronto need not fear the future. 
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Fly non-stop to Australia 
on a Spaceship. 


When Ansett Australia expanded into Asia, we created a new standard of international air travel. We not only introduced 
the world’s most spacious aircraft, but a quality of inflight service for our guests that is unsurpassed. Our inflight dining is 
now recognised as the world’s best. Our Business Class is acknowledged, quite simply, as the finest in the world! And our 
list of destinations in Asia is growing. So the next time you fly to Australia, enjoy the 
luxury of the Ansett Spaceship. And experience a new standard of international service 


that can only be described as out of this world. SERVICE THAT SHINES. ANSETTAUSTRALIA 


Hong Kong, Shanghai, Taipei, Osaka, Seoul, Kuala Lumpur, Jakarta, Denpasar” and 44 destinations across Australia. 


* Not operated by the Spaceship. "Best Long Hau! Business Class Inflight Research Services, Oxford, England. 1996 and 1997 (joint winner). PATTS/AI719 


INTERNATIONAL 


After Arafat, one day 


RAMALLAH 


The Palestinians’ leader is as mentally sharp as ever, still working a 16-hour 
day. But people are beginning to wonder about the succession 


ASSER ARAFAT, aged 68, takes good 

care of his health; he has a medical 
check-up most days. But at recent public ap- 
pearances, he has looked pale, tremulous 
and exhausted. This has set rolling a great 
wave of speculation about the Palestinian 
leader's possible successors. 

Nothing but Israeli gossip, designed to 
divert attention from the travails of the Net- 
anyahu government, say Palestinian Au- 
thority (PA) spokesmen  dismissively. 
Maybe, but the succession question raises 
genuine problems. Who is there to replace 
Mr Arafat? The old despot holds two posts: 
in 1969 he was appointed chairman of the 
Palestine Liberation Organisation (PLO); in 
1996 he was elected rais, or president, of the 
Palestinian Authority. 

According to the PA's Basic Law, the 
presidential successor would be the current 
speaker of the Palestinian Legislative Coun- 
cil (PLC), Ahmed Korei—who is also 
known as Abu Ala. But the law has 
yet to be ratified by Mr Arafat 
(some say precisely because it con- 
tains this clause) And although Mr 
Korei, an economist, is one of the 
PLO's historic leaders, he does not 
have much ofa political base in the 
West Bank or Gaza. 

Moreover, Mr Arafat's author- 
ity derives at least as much from be- 
ing the PLO's chairman as from be- 
ing the PA's president. Leadership 
of the PLO entitles him, theoreti- 
cally, to represent Palestinians 
"wherever they may be"; the PA's 
presidency is restricted to Palestin- 
ians in the West Bank and Gaza. 
This organisational division be- 
tween the “outside” PLO and the 
"inside" PA affects the rival con- 
tenders for Mr Arafats throne. 
Should he depart the scene soon, 
the men who came in from outside 
would still have the stronger hand. 
But, were the date put off, the scales 
would tip in favour of younger 
men from the occupied territories. 

Of the outsiders, the most likely 
immediate successor would be the 
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Thinking the unthinkable 


PLO's chief negotiator and head of interna- 
tional relations, Mahmoud Abbas (Abu 
Mazen). A founder member of Mr Arafat's 
Fatah movement, Mr Abbas rose to promi- 
nence for his part in the secret PLO-Israeli 
negotiations that led to the signing of the 
Oslo accords in September 1993. He is on 
good terms with Israel's opposition Labour 
Party, and also with Israel's security forces. 
He gets on well with the Americans, who 
deal with him as Mr Arafat's de facto dep- 
uty. Because of these ties, he is disliked by 
many fellow-members in Fatah, and thor- 
oughly distrusted by Hamas and Islamic Ji- 
had, who remember his threat to demolish 
their organisations after the Islamist sui- 
cide attacks in Israel in 1996. 

Mr Abbas has the support of the PA's 
two powerful military chiefs, Jibril Rajoub 
and Muhammad Dahlan, who command 
the Preventive Security Force (the Palestin- 





ians are not allowed an army) in the West 
Bank and Gaza respectively. The authority 
ofthe two colonels comes not only from the 
number of men they command, running 
into several thousand, but also from the 
force’s political composition. Recruited al- 
most exclusively from the occupied territo- 
ries, the force is made up mostly of young 
Fatah "fighters", who won their spurs dur- 
ing the Palestinian intifada (uprising). 

Colonels Rajoub and Dahlan, who 
might one day be contenders for the leader- 
ship themselves, are cut from the same 
cloth. Both have credible histories of resist- 
ing Israel before they took on their present 
jobs of being “security co-ordinators” with 
Israel. Their tough stance on Hamas has 
won them esteem from Israel’s Shin Bet 
intelligence service (if not from the Likud 
government) and, increasingly, from Amer- 
ica's CIA, which now sits in on security 
meetings between the two sides. 

These names assume a succession battle 
based on military authority and Israeli- 
American patronage. The alternative 
would be a leader elected through demo- 
cratic institutions. The Palestinians' one 
taste of democracy was in January 1996, 
when they elected the PLC Many younger 
insiders hope for more of the same. 

The best known insider is Faisal Hus- 
seini, the PLO's head of Jerusalem affairs. 
Mr Husseini is respected and has 
strong ties with the Palestinians’ 
traditional ruling and business 
classes. But he does not have much 
appeal to people living in camps or 
ex-prisoners or students. They tend 
to identify with younger Fatah 
leaders, such as Marwan Bar- 
ghouti, the party's general secretary 
in the West Bank. 

Politically-minded West Bank- 
ers and Gazans are familiar, from 
observing Israel, with the workings 
of democracy. For them the ques- 
tion is less who will replace Mr Ara- 
fat than how he will be replaced. 
“In the past, Fatah earned its right 
to lead the national movement 
through the military struggle of its 
fighters," says Mr Barghouti. “Now 
that we have a national authority 
on Palestinian soil, we must earn 
our legitimacy from the demo- 
cratic choice of the people”. But the 
institutions for that “democratic 
choice” are still weak. For this rea- 
son, among others, many Palestin- 
ians wish Mr Arafat a long and 
healthy life. 
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INTERNATIONAL 
Kenya 


Vote, if you can find a ballot paper 


NAIROBI 


Was it incompetence or foul play that made such a mess of Kenya’s 
presidential and parliamentary elections? 





WEEK before Kenya’s general election 

on December 29th (and, as it turned 
out, December 30th too), a photograph 
showed President Daniel arap Moi stand- 
ing next to a giant pot-hole as he tried to 
lure potential voters. This, to many Ke- 
nyans, symbolised both the election itself 
and the country’s general decline over the 
19 years that Mr Moi has been head of state. 
The chaos of this week’s election made the 
delays and the foul play of its 1992 prede- 
cessor seem mere blips. 

The five years since Mr Moi won the 
controversial multi-party elections of 1992 
have been particularly horrid. The presi- 
dent has been faced with an economic 
slowdown; debilitating strikes by teachers 
and nurses; mass demonstrations by peo- 
ple demanding constitutional reform; a 
breakdown of relations with the mmF lead- 
ing to a run on the currency; a ruling party 
riven by the battle to be next on the throne; 
and violence that has devastated tourism, 
one of Kenya's main foreign-exchange 
earners. To top it all off, Mr Moi's Electoral 
Commission has ruined his new year by or- 
ganising the most shambolic election in 
Kenyan history—an election, ironically, 
that he had been tipped to win easily. 

Things started going wrong from the 
word go. Throughout the country, election 
officials, ballot papers and boxes arrived 
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late, forcing Kenyans who had started lin- 
ing up to vote as early as five in the morn- 
ing to wait the whole day before the first 
person could cast a ballot. Even when the 
papers and boxes were eventually deliv- 
ered—and in swathes of Kenya they never 
arrived at all on that first day—there were 
countless cases of them being insufficient 
or incorrect. Often, the wrong papers 
turned up: in one typical case, 22,000 par- 
liamentary ballot papers meant for Nton- 
yiri in the centre of the country ended up 
hundreds of kilometres to the west in Kip- 
kelion, where there was to be no parliamen- 
tary election because the candidate had 
been returned unopposed. 

A humiliated Electoral Commission 
tried to blame it all on the general deteri- 
oration in the country's infrastructure, 
made worse by flooded roads, and on “lo- 
gistical” problems. Conceding that all was 
not well, it added another day of voting. 
But, on December 30th, its chairman 
claimed that Kenyans had voted “to a very 
satisfactory extent”. 

Was it the regime's extraordinary in- 
competence that caused the shambles or 
was it part of a grand government plot to 
rig the election? A bit of both, probably. Op- 
position leaders, who have seen Mr Moi's 
cronies steal elections in the past, suggested 
ominously that the areas worst affected by 


the confusion were those most heavily pop- 
ulated by their supporters. Some of the sus- 
picions were well founded: Charity Ngilu, 
one of the more popular of the 12 candi- 
dates who were challenging Mr Moi for the 
presidency, recovered thousands of un- 
marked ballot papers in the commission's 
offices in her eastern constituency al- 
though several polling stations in the area 
had complained bitterly of a shortage. 

The confusion was made worse on De- 
cember 30th when Mr Moi himself issued a 
press statement blaming the government- 
appointed commission and accusing it of 
rigging the polls in favour of the opposi- 
tion. This was interpreted as a pre-emptive 
strike against his political opponents. 
Combined with the rumours, swirling 
through Nairobi, that the Kenyan army had 
been put on alert that morning, it served to 
increase the tension. 

Victory by Mr Moi and his party had 
long seemed to many Kenyans to be the 
election's eventual, inevitable conclusion. 
But one early result on December 31st 
showed that Joseph Kamotho, the party's 
secretary-general and education minister, 
had lost his seat. And the size of the vote 
surprised those who had expected people 
to be apathetic: in fact, they turned out in 
large numbers. 

Nor did the voters, normally passive, re- 
act gently to the chaos. They spoke out 
quickly when they thought something un- 
toward was happening and officials found 
themselves trying to cool frayed tempers. At 
some polling stations in Nairobi officials 
were able to do their jobs only under police 
protection; on the second day of voting, 
they even exchanged blows with furious 
members of the public. A sign, perhaps, 
that Kenyans are no longer as ready as they 
were to accept business-as-usual from Mr 
Moi and his crowd. 





Zambia 
Rough justice 


JOHANNESBURG 


ENNETH KAUNDA, who ruled Zam- 
bia for 27 years, mostly as head of a 
one-party state, has been reborn as an em- 
blem of Africa's quest for democratic rights. 
On December 25th, the old autocrat, who 
lost the presidency to Frederick Chiluba in 
a multi-party election in 1991, was arrested 
under emergency laws introduced by Presi- 
dent Chiluba after an abortive military 
coup two months ago. His detention, so far 
without charges, caused an international 
outcry, especially since the 73-year-old pris- 
oner was on hunger strike. On December 
31st he was transferred to house arrest. 
The coup had not amounted to much. A 
band of drunken junior officers, led by one 
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ADVERTISEMENT 


PRODUCTIVITY BREAKTHROUGH 


How America’s Most Successful 
plish So Much In 








Executives Accom 
So Little Time 


They head the nation’s biggest, fastest- 
growing companies. They’re the movers 


and shakers and policy makers. 





How does the 
“superexecutive” manage 
to do it all—and still find 

time for a personal life? 
A top productivity expert 
reveals the answer. 





WASHINGTON, D.C. (SPECIAL) — 
It's the business epidemic of the “90s: 
Too much to do, too little time. 

Downsizing and layoffs have deci- 
mated the ranks of many organiza- 
tions. Yet those who retained their jobs 
are now saddled with more responsi- 
bilities, so they're busier than ever. If 
the rapidly escalating symptoms of 
stress, fatigue and burnout are any 
indication, many of these “lucky” sur- 
vivors are killing themselves—some- 
times literally. 

Paradoxically enough, however, 
some of the world's most successful 
CEOs—just the folks you'd expect to 
suffer the most from chronic over- 
load—lead very different lives. 

Consider John C. Malone, president 
of TCI, America's largest cable TV 
company. Despite his enormous power 
and wealth, Malone works only five 
hours a day—and goes home for 
lunch, to boot. 

When wildly successful Disney 
CEO Michael Eisner makes a commit- 
ment to his children, he simply refuses 
to work late. 

And when Steven Spielberg decided 
to team up with his two high-powered 
pals, David Geffen and Jeffrey 
Katzenberg, to launch the mega-studio 
Dreamworks SKG, he agreed to the 
venture only when he was sure that the 
partnership would allow him to spend 
ample time with his family. 

All of these people have enormous 
responsibilities. Yet they somehow find 
time for leisure, family, hobbies, and 
other personal pursuits. In short, they 
enjoy life. How do they do it? 


The Productivity Coach. 


Stephanie Winston knows the 
answer. "These high achievers have 
mastered techniques that simplify their 
lives and make their work more effi- 
cient." she savs. 





According to Winston, they reserve 
serious work for "prime times" when 
their energy level is at its peak. They 
multiply their time with minimum 
effort by using a strategy called 
“leveraging.” 

“Anyone can learn these same meth- 
ods,” claims Winston. “They can help 
people get more done faster, leaving 
plenty of free time for other things.” 

Stephanie Winston was perhaps the 
first professional organizer. Equipped 
with an insider's knowledge of the cor- 
porate world, she began teaching over- 
burdened business people how to make 
their work more productive and their 
lives more rewarding. Her popular 
books Getting Organized and The 
Organized Executive have together sold 
more than one million copies. 

Today, Winston is America's top 
authority on sharpening organizational 
skills, successful time management, 
and personal productivity. She's a con- 
sultant to major corporations—ranging 
from American Express to Xerox— 
who collects $1,500 a day for her 
advice. Her clients seem to love her. 


Success story. 


Take the ad agency vice-president 
who had trouble getting assignments 
done. Winston showed her how (and 
where) to block out periods of private 
time to accomplish creative work 
undisturbed. 

Not only was her problem solved, 
but shortly afterward she was named 
senior vice-president. She attributes the 
surprise promotion to the change in her 
work habits that Winston engineered. 


Expanding the day. 


Her clients are grateful for Winston's 
help. But she often heard comments 
like, "I wish I had you around all the 
time." She also thought about the many 
people who might benefit from her 
expertise, but who are not in a position 
to hire her. 

One day. she hit upon the solution: a 
monthly advisory letter. She calls it 
The Organized Executive: Haw to 
Accomplish More in Less Time. 

“My mission," Winston says, “Is to 
help my subscribers gain the freedom 
to eniov their success. to feel that 
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Success is worthwhile only if you have the time to enjoy it. 


they're in control of their lives, and 
fulfill all of their goals. " 

The recommendations in The 
Organized Executive, she notes, are 
practical and specific. Its simple, inge- 
nious, action-oriented so.utions are 
tested and proven in the real world. 

What's the single biggest challenge 
in the workplace? Many would say 
it’s interacting efficiently with others. 
So Winston gives her readers useful 
tips such as how to handle interrup- 
tions. She also deals with topics rang- 
ing from lengthy meetings to e-mail 
overload, from delegating effectively 
to telling people "no" without offend- 
ing or angering them. 

Winston has surprising news for 
those with perennially cluttered desks: 
you don't have to be neat to be orga- 
nized, She also shows how to cope with 
information overload, overcome 
workaholism, beat fatigue and stress, 
and find “hidden time" you never knew 
you had. And she reveals all of those 
time management “secrets” of top 


CEOs. 
Recapturing time. 


“I've designed The Organized 
Executive to be quick-reading," says 
Winston. "In fact, subscribers can 
process each monthly issue cover to 
cover in just 15 minutes. That invest- 
ment will pay big dividends in new- 
found time and increased productivity. 

“My aim is to show people how to 
get more done faster, anc recapture 
precious time for themselves, their 
families, leisure, and personal pur- 
suits,” Winston continues. “The reader 
will be more productive, make quicker 
and better decisions, and avoid falling 
victim to the pressures that are driving 
so many people bonkers these days.” 

Books and seminars can be valuable. 


but often prove to be a one-time fix. In 
contrast, The Organized Executive 
arrives every month. So it serves as à 
constant reminder, always feeding its 
subscribers new ideas and motivating 
them to upgrade their knowledge and 
capabilities. 

"Sharpening your time management 
skills makes you more promotable and 
more marketable. which is especially 
important in today’s uncertain econo- 
my,” Winston declares. "Your time 
becomes more valuable to yourself 
and to vour employer. That can help 
make you indispensable. 

"What's more, a portfolio of produc- 
tivity skills will serve you well any- 
where. You gain self-confidence, self- 
reliance, and a new sense of power and 
control over your destiny.” 


Personal counseling. 


A 12-month Charter Subscription to 
The Organized Executive is just $97. 
Compared to Winston's $1.500 daily 
consulting fee, that's not a bad deal. 
The subscription also includes a free 
Q&A service. Subscribers may con- 
tact Winston, ask her any question 
about organizing or time management, 
and receive a personal response. 

According to the publisher, the 
newsletter will help you gain an extra 
hour each day, or he will refund the 
entire price vou paid. 


To subscribe to The Organized 
Executive, call 800-915-0022 (in 
Washington, D.C.: 202-337-5980). 
Or FAX vour credit card data to 
202-337-1512 or mail check or 
credit card information to: 
Georgetown Publishing House, 
Dept. WWAS, 1101 30th Street, 
N.W., Washington, DC 20007 


© 1998 Georgetown Publishing House 


INTERNATIONAL 


Autocrat into detainee into hero 


“Captain Solo”, claimed to have seized 
power, only to find themselves arrested 
shortly afterwards. Although Mr Kaunda 
was in Johannesburg when the coup took 
place, he had given an interview to a local 
newspaper just days previously in which 
he had spoken of an imminent political ex- 
plosion: “I can't tell you how but just know 
that it will involve the people," he declared. 
This, it seems, was enough for the govern- 
ment to order his arrest. 

America, Britain and South Africa all 
called for Mr Kaunda to be charged and 
tried, or released. A more influential voice 
perhaps was that of Julius Nyerere, who 
ruled Tanzania from 196: to 1985, almost as 
long as Mr Kaunda ruled Zambia. Mr Nye- 
rere went to Lusaka, Zambia's capital, to 
talk to Mr Chiluba and these talks, said dip- 
lomats, were "fruitful". He also visited Mr 
Kaunda in prison on December 3oth. The 
following day, Mr Chiluba announced that 
Mr Kaunda was being transferred from jail 
to house arrest. 

South Africa is currently head of the 
Southern African Development Commu- 
nity, a body designed to bring southern Af- 
ricans together, and as such is duty bound 
to stand up to political repression. But 
South Africa's ruling ANC is not impartial 
in Zambia: Mr Kaunda sheltered it during 
the apartheid years, and the party still re- 
gards him as an old friend. In 1996, when 
Mr Chiluba changed the constitution to 
thwart Mr Kaunda's plans to stand in the 
presidential election, President Nelson 
Mandela summoned him to South Africa 
to ask him to let Mr Kaunda compete. Mr 
Chiluba smiled sweetly, flew straight 
home, and entirely ignored the request. 

Mr Chiluba raised democratic hopes 
when he won the presidency but, since 
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then, his grip has tightened. Mr Kaunda is 
not the only political detainee held under 
the emergency laws. Dean Mung’omba, a ri- 
val opposition leader, is also behind bars, 
along with dozens of those suspected of in- 
volvement in the coup. But the president 
seems fixated with Mr Kaunda's refusal to 
leave politics. He himself was jailed under 
Mr Kaunda’s rule for leading strikes in the 
early 1980s and his dogged efforts to ex- 
clude the former president are crude, and 
personal. They also fuel the fear that Mr 
Chiluba is abandoning any commitment 
to political freedom. 


Iran 


Pull and push 


TEHRAN 


IDING à roller-coaster between reform 

and conservatism, Iranians enjoy a 
precarious freedom. Witness what has been 
happening to Ibrahim Yazdi, the leader of 
the Freedom Movement, who was arrested 
on December 14th on the grave charge of 
insulting “sacred religious values”. Then, to 
the surprise of many, he was freed on bail 11 
days later. His release, said Iran's head of 
judiciary, had nothing to do with pressure, 
from within or without. That sounds true: 
the European Union, for instance, had not 
raised its voice and internal protest, though 
increasingly loud and free, is still 
disorganised. Rather, it was the ideological 
and political ambivalence of Iran's leaders 
that first did down Mr Yazdi, then picked 
him up again. 

Mr Yazdi, briefly foreign minister in the 
interim government set up after the 1979 
revolution, has long been a brave, half-li- 
censed protester against the clerical re- 
gime’s monopoly. His Freedom Move- 
ment, officially banned, carries on, albeit 
with great difficulty, its members subject to 
harassment and intermittent incarcera- 
tion. His latest sin was to support Ayatollah 


Ali Montazeri, a respected cleric who in 
November raised dangerous questions 
about the constitutional legitimacy of 
Ayatollah Ali Khamenei, the country’s spir- 
itual leader. This caused a hue and cry from 
conservatives, and a thundering reproof 
from the leader. Ayatollah Montazeri him- 
self remains under house arrest. 

By coincidence, Mr Yazdi was arrested 
on the day that Iran's president, Muham- 
mad Khatami, gave a press conference at 
which he promised to improve the political 
climate. To an extent, this has happened. 
The regime is no longer homogeneous: one 
part of it backs the civil-rights demands of 
the opposition. There was an unprece- 
dented reaction when Mr Yazdi was ar- 
rested: the press is freer than it was. And a 
human-rights committee, which supports 
Islamic rule and has judges, lawyers and 
parliamentarians among its members, is 
making its voice, and its protests, heard. 

But the president's faction has to coexist 
awkwardly with the leader’s. The judiciary 
and the police are under Ayatollah Kha- 
menei's control, and they tend to overlook 
arbitrary action by diehard Islamist loyal- 
ists. One example: a dozen or so aides of 
Tehran's pro-Khatami mayor, Gholam- 
Hossein Karbaschi, were recently sen- 
tenced to several months of solitary con- 
finement after having been accused of 
embezzling public money. 

One of the conservatives' main fears is 
that the liberal gospel may spread to the 
universities. The Freedom Movement, 
which has intensified its activities since Mr 
Khatami's election in May, is making head- 
way among Islamist students who, though 
faithful to the revolution, like the move- 
ment's democratic ideals. Some of them in- 
vited Mr Yazdi to speak but, since then, he 
has been barred from universities. The con- 
servatives grumble about “an unholy alli- 
ance" and Kayhan, a hardline newspaper, 
this week gave warning that "those raising 
questions about the legitimacy of the re- 
gime are using revolutionary loyalists to 
make their illegitimate demands heard." 
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EUROPE 





Russia's other governments 


MOSCOW 


The behaviour of regional bosses, as much as that oftoday's federal leadership 
in Moscow, will determine Russia's prosperity 


D -WINGERS in the Russian parlia- 
ment fumed last week when Boris 
Nemtsov, a leading reformist, observed 
that foreign investors were shying away 
from Communist-run regions of the coun- 
try. The Duma, the lower house, called for 
Mr Nemtsov to be sacked as first-deputy 
prime minister, saying he was trying to 
scare investors away. But Mr Nemtsov was 
merely stating the obvious—that across the 
vast sprawl of Russia some regions are bet- 
ter run than others, and that foreign inves- 
tors will seek out the smarter and friendlier 
regions as and when the economy recovers. 

One consequence is that economic 
growth is more likely to widen than close 
the already huge disparities in regional 
wealth. The all-important question is 
whether the duff regions will try to learn 
from the perky ones, or sink deeper into 
squalor and despair. The federal govern- 
ment will be able to do little or nothing to 
help things along. It has no spare cash to 
reward favoured regions and precious few 
sanctions to punish offending ones. So 
thinly is its authority spread that, save in 
defence and foreign policy, what happens 
today owes much more to the sum of re- 
gional-government action than to govern- 
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ment at the federal centre in Moscow. The 
regional governments have the power to 
lure or deter investors, to uphold or flout 
the rule of law, and to deliver or ruin public 
services. Thus, to a large degree, can re- 
gional governments determine whether 
Russia prospers or decays. 

Two recent events have helped spark 
this surge of regional power—both of them, 
for better or worse, products of democracy 
at work. The first was the 1996 presidential 
campaign, and its revelation of the politi- 
cal clout of local bosses. Without their help, 
Boris Yeltsin would never have found the 
votes he needed to win re-election. But an 
implicit pact ensued: local bosses who 
backed Mr Yeltsin at election time could 
count on the freedom to do pretty much as 
they pleased afterwards. 

A second factor was the end, a year ago, 
of the president's right to name governors 
to Russia's 58 oblasts and krais (see box). In- 
stead, all governors had to be elected. This 
brought the regions into line with Russia's 
21 republics, which began electing their 
presidents in 1991. The elected governors 
quickly found they were as unsackable as 
the republics’ presidents. Witness, last sum- 
mer, Mr Yeltsin's futile attempt to boot out 





The 89 steppes 


HE Russian Federation's 89 “sub- 
jects" divide into four classes: 
e 52 oblasts (regions), including the 
Jewish Autonomous Region; 
e 6 krais (territories); | 
e 21 republics (including Chechnya); 
| 
| 
| 





e 10 autonomous okrugs (districts). 

The main distinction is between 
the republics and the rest. The repub- 
lics are the titular "homelands" of 
non-Russian minorities, such as Ta- 
tars and Bashkirs. Since 1991 they have 
enjoyed a high degree of autonomy, | 
each republic with a right to its own | 
constitution and to elect its own presi- 
dent. Oblasts and krais, however, are 
run by governors, most of whom were 
presidential appointees until elec- 
tions became mandatory a year ago. 
Autonomous okrugs are ethnic subdi- | 
visions of oblasts or krais which have 
claimed special status either because | 
they are very rich (such as Yamal- 
Nenets, in Tyumen, which has 53% of | 
Russia’s oil reserves); or because they 
are so poor that they live on handouts | 
from the federal government. | 





Yevgeny Nazdratenko, the manifestly in- 
competent but popularly elected governor 
of Russia's far-eastern Primorsky (*mari- 
time") territory. Other provincial bosses ral- 
lied round to persuade Mr Yeltsin that it 
would be unwise and probably unconstitu- 
tional to try to sack one of their own, even 
rotten Mr Nazdratenko. In any event, à 
fresh election would merely have brought 
Mr Nazdratenko back again. Mr Yeltsin 
beat a humbling retreat. 

Mr Nazdratenko's survival has been 
enough to suggest that periodic rumblings 
from the Kremlin about restoring more 
centralised control of the country are un- 
likely to come to much. The balance of 
power may even be tilting further towards 
the regions—partly because local leaders 
are still gaining in experience, partly be- 
cause many local governments are fast bol- 
stering political with financial autonomy. 

Most republics, and more recently sev- 
eral regions, have done deals with Moscow 
to let them hang on to a bigger share of their 
tax revenues, and so make them less depen- 
dent on federal transfers. Some have won 
concessions on other revenues: the govern- 
ment of Sakha, a Siberian republic that pro- 
duces almost all Russia's diamonds, may 
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| but is still unpromoted at 56. The Finns 
and Italians are ardent fans, but Indians 


One German, at least, is retiring 


OR Germany, 1998 will mark the end 
ofan era. No, Helmut Kohl may not be 

booted from office in the autumn's elec- 

tion. And, just possibly, the cherished p- 
| mark may not be signed away in favour of 
_ the euro. But one thing is now almost cer- 
tain after months of rumour. In the au- 
tumn, Chief Inspector Stephan Derrick 
| will solve his very last case. 

For the uninitiated few, “Derrick” is a 
television crime series whose longevity is 
even harder to explain than that of 
_ Agatha Christie's perpetual London play, 
“The Mousetrap”. The dialogue is gener- 
ally wooden, the plot threadbare. The 
hero, played by Horst Tappert, now 74, 
rarely does anything exciting, like pulling 
a trigger. Much of the time he looks pen- 
sively sorrowful like a basset-hound de- 
nied a bone. Batman is niftier, Sherlock 
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buy 20% of the stones mined in the territory 
at “cost” and use profits for off-budget 
spending. Local governments have also 
been learning to borrow, and so run ex- 
plicit budget deficits. Most were dabbling 
in the issuing of unregulated promissory 
notes until this was banned by law in Feb- 
ruary 1997. Since then, more respectable 
borrowing has become the rule. 

Some regions have even managed to 
borrow abroad. Three issued Eurobonds in 
1997. Another eight or ten had plans to fol- 
low suit, but shelved them when the finan- 
cial markets turned choppy. The federal 
government has said it will allow only the 
richer regions—meaning those that make a 
net contribution to the federal budget—to 
borrow overseas. But in practice little pre- 
vents any region from raising foreign cash 
if it can do so without a sovereign guaran- 
tee. Only by going abroad can regions hope 
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Yet "Derrick" has been a phenomenal 
success. Even after 23 years, it draws 9m or 
so viewers. In Germany, that is. Abroad, 
half a billion people goggle regularly at 
the mournful policeman and his side- 
kick, Harry Klein, who was in at the start 
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Holmes cleverer, by far. : ! | rick" before Mr Kohl knows the answer. | 


to find the cheap, long-term funds to invest 
in infrastructure. That prospect should in 
turn prod more regions into raising fiscal 
and accounting standards. 

Competition between regions may be 
having the desired effect. In north-west Rus- 
sia, Leningrad region has set about copying 
the tax breaks and the red-tape-cutting 
methods that its neighbour, Novgorod, has 
been using so successfully to draw foreign 
investors. And when, last month, the re- 
gional government of Saratov, on the Vol- 
ga, brought in local laws to let farmland be 
freely bought and sold, 12 more regions 
promptly said they would follow suit—a 
show of regional impatience that 


prompted Mr Yeltsin and parliamentary 
leaders to promise last week a federal law 
for privatising land. 

Plenty of regions still seem doomed to 
lose any contests for wealth, among them 
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and Zaireans love the series, too. | 
What is the secret? One clue is that 
Derrick—the man-stands for the tri- 
umph of utter mediocrity in wholly in- 
corruptible form: a sure-fire mix of reality 
and wishful thinking. Who emerges on 
top in episode after episode, often involv- 
ing the jet set with their luxury villas in 
the leafy suburbs of Munich? Not the bad, 
brilliant and beautiful, but the plodding 
cop in his dismal little office, politely but | 
| 





firmly refusing every bribe (though Der- 
rick fans do wonder a bit how their ill- 
paid idol found the wherewithal for that 
Rolex watch), confounding the cliché of 
Germans as rude, raucous and rough. 

With the programme's last episode 
scheduled for September 18th, Derrick 
seems certain to depart. What about that | 
other German survivor, even though he 
has had a mere 16 years in the job? It will 
be nine days after the departure of “Der- 





parts of the north Caucasus, where ethnic 
feuding and poverty threaten civil order 
even after the de facto secession of Chech- 
nya; and southern Russia's "red belt", the 
target of Mr Nemtsov's warning, where 
Communist diehards still wax nostalgic for 
ration-books and collective farms. But at 
least the red belt can unwittingly play a use- 
ful economic role—by letting other regions 
gaze at it, and see what not to copy. 





Czech Republic 
Still waiting 


PRAGUE 


INCE November, the Czechs have been 

virtually without a government, after 
the resignation of Vaclav Klaus as prime 
minister in the wake of a party financing 
scandal. The largely ceremonial president, 
Vaclav Havel, asked the country's sturdy 
central-bank boss, Josef Tosovsky, to run 
the show as a non-party caretaker—but for 
weeks he proved unable to get enough poli- 
ticians to co-operate. Now, however, he has 
a team almost in place—but it is unlikely to 
rule for long. The Czechs badly need a gen- 
eral election and a long-term government 
to steady a shaky economy. 

The new cabinet, announced on De- 
cember 30th, is a final humiliation for Mr 
Klaus. Most of its members are drawn from 
the outgoing centre-right coalition, in 
which Mr Klaus’s Civic Democrats are by 
far the largest party. But Mr Tosovsky has 
not even made a show of consulting the 
abrasive former prime minister just re- 
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elected as party leader. The four Civic Dem- 
ocrats nominated for the new government 
are anti-Klaus rebels. Ivan Pilip, who ex- 
posed the party’s financing methods, is to 
stay on as finance minister. 

Mr Klaus can only fume. Mr Tosovsky 
now counts on two smaller parties in the 
old coalition, the centrist Christian Demo- 
crats and the economic liberals of the Civic 
Alliance. The Social Democrats, the main 
opposition party, will vote for the new gov- 
ernment provided it calls an early election 
and stops big privatisations. Enough rene- 
gade Civic Democrats should give Mr To- 
sovsky the extra votes he needs. 

In any event, few of his egg-timer minis- 
ters will be thinking about much except an 
election. In theory, the president can call 
one only if three would-be prime ministers 
in a row fail to get parliament to back a new 
government. To complicate these matters, 
parliament has to choose a president—al- 
most certainly the still much-respected Mr 
Havel again—on January 20th. Most 
Czechs—though perhaps not Mr Klaus, 
who thinks he can gain from the political 
mayhem—want the procedural rigmarole 
to be somehow avoided or speeded up. An 


election is likely, in summer or autumn. 

Opinion polls put the Social Democrats 
well ahead of Mr Klaus's party. The other 
party sitting pretty is the Christian Demo- 
crats, led by Josef Lux, who has every reason 
to believe that he will be as indispensable 
to a centre-left coalition as he was to the 
outgoing centre-right one. He has benefited 
partly because voters are fed up with Mr 
Klaus’s hard-edged, corruption-tainted, 
version of capitalism but also because the 
assorted right, which has led since the col- 
lapse of communism, is in disarray. Three- 
quarters of Czech voters tell opinion poll- 
sters that Mr Klaus should leave politics; 
his party may be ruined by Mr Pilip’s defec- 
tion. The Civic Alliance is feuding too. 

How long can the economy wait for the 
jockeying politicians? Growth has slowed 
to a crawl. The 1998 budget is meant to be 
balanced, but that assumes inflation will 
not exceed 10%, though it already does. For- 
eign-currency reserves may be depleted to 
pay off state bonds worth $1.1 billion that 
mature in the next four months. Interna- 
tional investment banks are again advising 
their clients to sell the koruna. The Czechs 
need a proper government, fast. 
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Spain and its old empire 


Don't be ashamed of the past 


MADRID 


FS most Spaniards, 1898 was the year of 
"the disaster", when the country's last 
big colonies, the Philippines and Cuba, 
were lost to the United States and Spain 
started sliding into a long period of isola- 
tion and decline. But today's conservative 
prime minister, Jose Maria Aznar, says that 
the anguished intellectuals known as "the 
generation of '98", who dominated that pe- 
riod's history-writing, exaggerated its woes: 
their views should now be contested, if not 
debunked. It is time for Spaniards, he ar- 


ees ee. 


Aznar and Castro, not exactly soul-mates 
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gues, to stop weeping about a past which 
was anyway not all that bad. And time to 
take cheer about the present. 

Not so easy, so far as today’s Cuba is 
concerned. Spanish-Cuban relations have 
rarely been frostier. Mr Aznar's suggestion 
in 1997 that Eu aid to Cuba should require 
more economic reform and respect for hu- 
man rights was a flop. Then Fidel Castro 
snubbed Mr Aznar by refusing to accept 
Spain's designated ambassador to Havana. 

Many Spaniards blame Mr Aznar for 





EUROPE 


jeopardising the "special relationship" 
with Cuba, which still, unlike the Philip- 
pines, exerts an emotional pull on Span- 
iards of left and right. Even General Franco, 
they recall, kept in with Mr Castro. Busi- 
nessmen fret that Mr Aznar is hurting pro- 
spective trade. Some Spaniards even accuse 
their prime minister of becoming too cosy 
with right-wing Cuban exiles, too support- 
ive of the United States’ policy towards 
Cuba. Unlike other Europeans, they say, he 
hesitated to condemn the Helms-Burton 
law punishing certain foreigners who do 
business in Cuba. 

[n fact, Mr Aznar's predecessor as prime 
minister, Felipe Gonzalez, profited little 
from his softer touch. Mr Castro kept him 
well stocked in Cohibas cigars but paid 
scant heed to polite suggestions that he 
should make Cuba a freer place. 

Cuba is only part of it, however. Mr Az- 
nar wants Spain to throw off the sense of 
inferiority caused by its past century's his- 
tory, and not least by the Franco period; 
even 20 years after the death of Franco, the 
embarrassment lingers. In Mr Aznars 
book, the Socialists who ruled post-Franco 
Spain for 13 years until 1996 over-reacted 
by idolising all things foreign and despis- 
ing the home-grown. That, says Mr Aznar, 
meant being too obsequious to—among 
others—the European Union. 

But it is proving hard to legislate Span- 
iards into being prouder of their history. 
An attempt to harmonise the teaching of 
history in schools has foundered on the 
sensitivities of Spain’s regional minorities, 
Basques and Catalans to the fore, who are 
wary of revisions that might puff up the 
Castilians at the expense of those on the pe- 
riphery. Just as hard to fulfil will be Mr 
Aznar’s hopes of reviving the notion ofa re- 
spectable democratic right that predates 
Franco, thereby giving his own People’s 
Party a sense of heritage unsullied by 
authoritarianism and dictatorship. 

The intellectuals of the generation of 
'98, including philosophers like Miguel de 
Unamuno and Jose Ortega y Gasset, de- 
spised the conservatives and liberals who 
popped in and out of power between 1875 
and 1923 (when parliament was shut down 
by a right-wing dictator, General Primo de 
Rivera) and blamed their corruption and 
frivolity for preventing real democracy tak- 
ing root. Mr Aznar wants modern histori- 
ans to bite back. 

Those sneering intellectuals, say his 
friends, were much to blame; they demor- 
alised the working class and helped pro- 
voke the generals. And such 19th-century 
conservatives as Antonio Canovas del Cas- 
tillo should earn more credit for starting to 
reform the civil service, local government 
and the law. Mr Aznar is right to encourage 
Spaniards of all kinds to look at the past 
with fresher eyes; but it will not be easy. 
lo ——————| P —ÀÁQr—— "—ná À— ]"—"Á— À«— 
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[ YOGGING the footsteps of our prowling British watchman, 
Bagehot, and our rune-reader across the Atlantic, Lexing- 
ton, a weekly interpreter of goings-on in that blurrier landmass 
called Europe now appears. Like its British and American coun- 
terparts, the column will mix theme and personality, the better— 
we hope--to guide our readers through the corridors of Europe. 
We are calling it after a Frankish chieftain, born around 742, an 
early zealot for “the European idea". 

We do not invoke Charlemagne to parade him as some shiny 
exemplar of togetherly European virtue, but because of the un- 
canny way in which so many of the geopolitical puzzles of his 
age still tantalise today. It is striking, for a start, how closely the 


imperial Carolingian contours match the lands ofthe founding - 


six members of today's European 
Union, and how often, for the 12 cen- 
turies that have elapsed since his 
death, Europe's big unifiers, from 
Frederick Barbarossa and Louis XIV 
to Napoleon and Hitler and on to 
Jean Monnet and Helmut Kohl, have 
uttered his name as they have sought, 
variously, to emulate his achieve- . 
ments. Even his administrative: 
methods are mirrored by those of to- 
day's Eurocrats. And, more pacifi- - 
cally, the EU's current image-makers 


annual prize to someone who has 
"furthered the cause of European 
unity". Charlemagne, it seems, was 
the prototype “good European". 
Well, yes. An ardent enlarger he 
most certainly was. Since his day, 
only Hitler has matched him—and 
far more briefly. Once he had con- 
solidated most of today's France, 
Charles conquered those not-yet- 
Armani-clad Lombards around Mi- 
lan, in theory on behalf of an embat- 
tled pope in Rome, thus, with most 
of today’s Italy falling under his 
thumb, yanking the hub of Christen- 
dom from east to west. The crowning glory of his enlargement 
policy was when, in 800, another pope made him, in effect, the 
first Holy Roman Emperor, uniting the continent's north and 
south for the first time.On the way, he had battered and cajoled 
the Saxons.and Bavarians into submission, plundered the trea- 
sury of the Hungarians-to-be, grasped hunks of what is now Slo- 
venia and Croatia, and gobbled up the northern tranche of to- 
day’s Spain, though Basque guerrillas inflicted a rare defeat on 
him in 778. Only the Danes, of those in easy striking distance, 
opted stubbornly out. And, though he influenced the Scots and 
Irish a bit, the Anglo-Saxons of what became England and the 
Nordic countries remained beyond his reach. Plus ca change. 
The modern French and Germans like to cherish the Carolin- 
gian dream because they both (especially the French) see him asa 


national progenitor and also an arch-European. His homeland 


spanned north-eastern France and Rhenish Germany. He was 


. quite a Beneluxer, too: the last great Belgian, one might unkind ly 


say. His favourite spot, and final resting-place, was Aachen (Aix- 
la-Chapelle, as the French prefer it), which, having endured 
many a ruler over the centuries since its foundation as a Roman 
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A modern ancient 








spa, now sits in Germany just a stone's throw from both Belgium 
and Luxembourg and barely an hours speedy drive from 
France: a Brussels before its time. 

Charlemagne had other qualities beloved of modern Euro- 
builders. He was a great planner. He tried to link the Rhine and 
the Danube. He built a bridge over the Rhine. Though question- 
ably literate (he read a bit, but barely wrote), he was an avid 
spreader of learning. With Latin as his lingua franca, a multina- 
tional clergy acted as his civil service, the abbots and bishops 
akin to EU commissioners: he found them less susceptible to 
"selfish national interests" than the assorted dukes whose do- 
mains he broke down into 300 or so more manageable counties. 
For many years his chief cleric, Alcuin, a Jacques Delors of the 

day, was a monk from York, who no 
doubt shook his head at the standoff- 
ishness of his compatriots. 

And how Charlemagne loved the 
law—and laying it down. Through 
his clergy he poured out a torrent of 
"capitularies", great clutches of 

directives. Subsidiarity? Not too 
much of that. Harmonisation of 
taxes? Yes; he it was who instigated 
the pan-European collection of 
tithes, not to mention a system of 
weights and measures. He also tried, 
in vain, to impose a single currency. 
. The ancient-modern parallels 
persist (he even died, some say, of 
bad beef). But not all reflect well on 
the great man, despite his belated 
canonisation in 1165. Nor do they 
point to the inevitability, albeit 12 
centuries after his death, of a United 
States of Europe. For a start, though 
humane by the standards of the day, 
his empire was created by the sword 
(which he called "Joyeuse") He 
fought 53 campaigns, killed. thou- 
sands ofunwilling citizens, regularly 
took hostages, and once massacred 
dcos | the entire flower of the Saxon nobil- 
ity after it had surrendered. His belief that Europe's unification 


. could be achieved only by force has yet to be disproved. 


And another ill-omen for Euro-unifiers: Charlemagne was 
unable to work out a satisfactory blueprint for his successors. His 
realm was divided three ways—very roughly, into France, Ger- 
many and Italy. Within a generation or so, the entire union had 
unravelled, even the French entity that Charlemagne's forebears 
had woven together coming unstitched. The Germans and Ital- 
ians took another millennium to get back together. Strait- 
jacketed centralisation gave way to chaos. 

Still, Charlemagne did enhance that slippery notion, “Eu- 
rope". As well as force, he needed a multinational bureaucratic 
elite (early shades of ENA and the commission in Brussels), theo- 
logical legitimacy (for the Rome of those days read Brussels, 
Strasbourg and Luxembourg today), the belief that unity, come 
how it may, is good for you, and the vision and punch of a big 
man (a study of his bones suggests he was 6ft 3bins—over 1.9 
metres—tall) Yet, even then, that embryonic bugbear, the nation- 
state, got the better of a broadly benevolent empire. — — 
Are we so much closer to a lasting unity today? 
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How to become “great and good” 


| tium the Conservatives 18- 
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dat e L Labour government is Sekine ex: 
perienced members off National Health 
Service (NHS) boards to make room. for La- 
pour Party supporters. 













that government by quango is 
to persist under the Blair administra- 
Quangos flourished under the Tories, 


ted officials. Although the Tories cut the 
mber of quangos . operating on a na- 


hey more than compensated for this 
by creating a larger number 
of local quangos covering 
education, training and 
housing. There is no sign of 
Labouractingon its promise 
to” dismantle the quango 
but the kind of peo- 
ple chosen to serve on 
quangos may be changing. 
Ministers are the final ar- 
biters of who is great and 
good enough to become one 
of about 5,000 people ap- 
pointed to NHS boards or 
the 38,000 who sit on the na- 
tional quangos—from the 
delicate types on the Arts 
Council to the roughnecks of 
the Construction Industry 
Training Board. Each year 
about a quarter of these 
posts come up for renewal, 
which means about 40 min- 
isterial decisions each work- 
ing day. Although they are 
mostly unpaid, these posts 
nevertheless carry plenty of 
clout: centrally-appointed 
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«ted. governing boards they had — 
ue Tory placemen. Now. it is the z 


atever the truth of these accusations, 


ere often deeply mistrustful of local - 


evel (from 2,167 in 1979 to 1, 128. 


| quangos s send about £60 billion ($100 bil- 





lion) of public money a year. In the second 


iF division of great-and-goodness are the | b 
| 79 00 Mmentbers of about 5,000 local pub- s 
which provide further ánd { 
ed ucation, training and social hous- o 












ing; and hundreds of thousands of school 





governors. Each has its own method forse- v 
k, lecting new members, and in most cies $ 
ë min ters do not have a say. i 
















The widespread perception that there F 








was something sleazy about the way P E 
"quangos were appointed was one of the 


reasons why the Conservative government 
set up the Committee on Standards in Pub- 


lic Life under Lord Nolan (since succeeded 
by Lord Neill). In fact, the Nolan Commit- 


tee (which is of course a quango headed by 
a member of the "great and good") found 
little hard evidence of wrongdoing; but it 
recommended that the method for select- 


ing quangocrats be made more open and 


accountable. Many more posts are now 


openly advertised, and the Commissioner 
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one: they asked th appointments par € 
seek people with business experience. Suct 
people did bring useful skills to the rùn- - 
ning of public bodies—and it was an added - 





bonus that many of them supported theTo- © | 


ries reforms of public services. Likewise, 
the current Labour government is ane | 
just as legitimate a means to alter the. E. 

| ponto of ben 


| tative”. The most oby 
such people are local oun 
cillos the. majority of 
whom just happen to i La- 
bour members: xs 
^. "Apart from. the percep- BE 
tion of political bias, the. 


^ the mainly male, middle- 
aged, middle-class, white 
do-gooder. A study of NHS 
boards and other local 
quangos by Chris Skelcher 
and Howard Davis of Bir- 
mingham University bears |... 
this image out. Of 1500 > 
quangocrats sampled, 74% 
were men, 55% were aged 45-- 
59, 80% had a degree or pro- 
fessional qualification and 
3% were non-white (com- 
pared with 5% of the public). 
When asked why they took — 
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other popular image of the > 
quango member is that of | 
















ingos are being entirely selfless. Though 








‘many will have boosted their curricula vi- 
‘tae, and hence their paid careers, by sitting 
ona public body with a big budget taking 
-. big decisions. And some will have got all 
- the reward they ever wanted by being 
among the 976 people in the New Year's 
Honours List published this week: the lure 
ofa "gong" is still surprisingly strong. 
Messrs Skelcher and Davis's research, 
which predated the Nolan reforms, also 
found evidence that the great and the £ood 
were to a large extent self-selecting: even in 
quangos where ministers have the final say, 
they found that most new members were 
chosen by the existing board—often by per- 
sonal recommendation. Half of board 
members sat on two or more public bodies. 
Sir Len Peach is confident that the No- 
lan committee's reforms will open up the 
appointment process. Indeed, he even says 
that the whole idea of an elite "great and 
. good” running the country is now out- 
.. dated. (This is ironic given that Sir Len him- 
self is the very embodiment of great-and- 





to apply the b 


Y COMMON consent, 1997 was a 

x grand year for the British economy. It 
MC completed. a fifth straight year of growth. 
^  [nflation, which by this stage in past eco- 
 nomic cycles has been straining at the 
leash, remained subdued, producing one 
of those rare occasions when the inflation 
rate was below the rate of economic growth 
(see chart) Exports held up, despite the 
strength of sterling over the past18 months. 
Central. bankers, however, can cloak 

any silver lining in a cloud. In a radio inter- 
view on December 30th Eddie George, gov- 
2 ernor of the Bank of England, repeated the 
« Bank’s opinion that the economy has been 
growing faster than it can sustain without 








sparking off inflation. The labour market is - 


tight: at. 7.1% the unemployment rate, esti- 
mated by the government's quarterly sur- 
- veyofthe labour force, is almost as low as in 


boom. uU 










ort ' popular but less reliable 


yment, based on the 


stands at 5195—the lowest figure since 


May and November 1997. Gloomy though 
he may sound, Mr George is right: unless 
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qua | 
sitting on a quango is itself usually unpaid, 


uy 1990. n the wake of an inflationary 


number of. pling claiming benefits, 


1980.) Hence ‘the five quarter-point in- | 
“creases in interest rates, to 7.25%, between 


ef executive of the NHs; chairman of the 


* Police Complaints Authority and of West- 
A. minster University; member of the Data 
Protection Tribunal; plus numerous pri- 


vate directorships.) 

Anyone wishing to join the quango- 
cracy can now put their names ona list kept 
by the Cabinet Office. However, the success 
rate of those on the list has so far been poor. 
The same may turn out to be true for those 
who respond to posts openly advertised. 
Some skills are often in demand. Those 
whose experience spans both the public 
and private sectors seem to be especially 
sought after. 

Some posts, such as chairing a regional 
arts or NHS board, automatically win entry 
to "Who's Who", the definitive register of 
the great and good; even an appearance 
there boosts one's chances of being called to 
serve elsewhere. The latest edition of the 
book, published on January 8th (aac Black, 
£105), suggests that efforts to widen the 
ranks of the great and good have some way 
to go. Increasingly, it seems, great-and- 
goodness is inherited: 3% of this year's new 
entrants have a parent already in, the high- 
est figure in recent times. 





Mr George's conundrum 


Britain's economy is is slowing. But the Bank of England may still feel the need 


the economy slows down, inflation will 
take off. He, and virtually all economists, 
think that in 1998 the pace will ease. 
What is far harder to judge, though, is 
how far and how soon the economy will 
slow. To Mr George and his colleagues on 
the Bank’s monetary policy committee, this 
matters a great deal. They are charged with 
keeping inflation (excluding mortgage-in- 


terest payments) to 2.5%. In November, it 


was 2.8%. The Bank thinks that the effect of 
the pound on Britain’s trade position, plus 
its own interest-rate increases, will curb 
GDP growth sharply, from 3.7% in the year 
to the third quarter of 1997 to well below its 
long-term trend of 244% or so, and hence 
ease inflationary pressures. But unless it 
has evidence soon that this is happening, it 
will raise interest rates again—or else risk 


having to raise them more sharply later on. 


Quite how quickly the economy will 
slow down depends on three things: con- 
sumer spending, trade and fiscal policy. 
Some economists argue plausibly that 
signs of slowing consumer spending are al- 
ready apparent: Simon Briscoe, an econo- 
mist at Nikko Europe, a securities firm, 
points out that a whole host of economic 
variables, from car registrations to retail 
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sales, are weaker than they were six months 
ago. There is enough of a trend, Mr Briscoe 
says, for the Bank to stop raising rates. 

However, one-off factors make the data 
difficult to interpret. The autumn's sales fig- 
ures were distorted by a dip in September 
after the death of Princess Diana, and a re- 
bound in October. Mild weather probably 
dragged down sales of winter clothing. Per- 
haps more important, it is still too early to 
tell how retailers fared in the run-up to 
Christmas and in the post-Christmas sales, 
their busiest times of the year. 

Even so, consumer spending looks sure 
to grow less this year than it did last. The 
cash windfalls from the conversion of mu- 
tual societies, mainly building societies 
(thrifts), into limited companies, which 
gave consumer spending a fillip in 1997, 
will not be repeated in 1998. 

On top of this, most British mortgage- 
holders pay variable interest rates, and so 
are already forking out more—£40-50 ($67- 
84) a month more on average—than they 
were last spring. But around 2096 of bor- 
rowers have discounted mortgages, with in- 
terest rates less than the norm for the first 
few years: some of these will see their dis- 
counts expire, and face an extra burden. 
Around one-third pay rates that are re- 
viewed annually, mostly in the first few 
months of the year, and will soon see their 
outgoings rise. In addition, about one-sixth 
of loans are at fixed rates for the first few 
years; of these mortgages, almost half are 
due to be switched to higher, variable rates 
in 1998. And almost all borrowers will have 
to pay more after April, when tax relief on 
mortgage interest is reduced. 

The second factor is trade, where the cri- 


sis in Asia and the strength of sterling 


should both weigh on the economy. Even 
though Britain relies more than other Euro- 
pean countries on Asian trade and invest- 
ment, sterling should have the bigger effect, 
given that the trade-weighted value of the 
pound is about 25% higher than in mid- 
1996. Indeed—even allowing that it takes 
time for changes in exchange rates to be re- 
flected in trade figures—it is something ofa 
wonder that sterling's strength has not al- 
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The “secret” of leaders who regularly 
speak before audiences. 


uppose for a moment that, every time you 

had to give a speech, you could create and 
deliver a powerful, eloquent presentation. 

The kind of speech with a real impact. That 
communicates ideas, motivates and inspires, 
and generates action. That wins applause and 
rave reviews, earns you recognition, enhances 
your image, and makes both you and your orga- 
nization look good. 

There is à way to achieve that goal. 

What's the "secret" of that handful of elite 
business leaders who are superb speakers? They 
know how to prepare. They have mastered tech- 
niques to streamline the process, dramatically 
reducing the time and effort required to craft a 
brilliantly effective presentation. 

You can do it, too. With the help of 
American Speaker. 


Presidential speechwriter 
makes a key discovery. 


Behind American Speaker is a remarkable 
man: Editor-in-Chief Aram Bakshian, Jr. 

Aram served as a speechwriter for Presidents 
Nixon and Ford. In the Reagan Administration, 
he was responsible for President Reagan's 
speeches, and supervised the entire Presidential 
speechwriting staff. 

During his years in the White House, and 
later, writing speeches for high-level corporate 
managers, Aram Bakshian, Jr., realized that no 
resource existed to help an executive prepare 
an important presentation — without assistance 
and without a big budget. 

Now, fortunately, that's all changed. 


The perfect speech for every occasion. 

Whenever you need to give à speech — 
whatever the venue or topic — à unique new 
tool can be at your side, ready to guide you 
every step of the way. 

American Speaker shows you exactly how 
to structure your presentation. It gives you 
strong openings. Eloquent closings. Advice on 
every type of business presentation — from 
congratulatory remarks to shareholder meet- 
ings. And it helps you improve your presenta- 
tion skills. 

Two extraordinarily useful sections will sup- 
ply the ideal "hook" for your talk every time. In 
the Calendars of Events, you'll find hundreds of 
day-by-day listings of historic anniversaries, 
birthdays, celebrations. Leaf through the 
Quotations (arranged by subject and selected 
for their relevance to business presentations) 
and discover exactly the right one to drive home 
your point. 

In sum, you'll be equipped to deliver 
the perfect speech for every occasion. 


of three U.S. 
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In the Ova! Office, President Reagan congratulates 
Aram Bakshian, Jr. for his outstanding service as 
White House Director of Speechwriting. 


Techniques of the pros. 
American Speaker is packed with proven 
and tested ideas. Just one could more than repay 
its price. For example: 


¢ The simple formula, employed by the greatest 
speakers, for galvanizing an audience. 

e When to use humor. Before you tell a joke, 
be certain that it passes this 4-point test. 

« Content is only 7% of your impact as 
a speaker. What's the other 93%? 

« Addressing an official function? In almost 
every case, these 3 rules of protocol are all 
you need to know. 

» Little time to prepare? No problem! 

» How to use statistics, numbers, charts so they 
intrigue — not bore — your audience. 

« "Er, uh..." How to banish awkward speech 
habits forever! 

¢ Speaking extemporaneously. What to do if 
you go blank. 

« How to build an unforgettable climax into 
every presentation. 


* PLUS: Times of day you should never speak 
„~ A common opening line to avoid ... How to 
choose the most powerful title ... Handling 
questions successfully ... Dealing with a hos- 
tile audience member ... Conquer nervousness 
— and even make it work for you ... And 
much more! 


No-risk 30-day trial. 

Few experiences in life are as satisfying and 
rewarding as delivering a successful presenta- 
tion. You receive applause and acclaim. Hear 
the gratitude of someone you inspired or 
helped. Gain visibility that can aid your career. 

With American Speaker, you dramatically 
boost the chances that every talk you give will 
result in that kind of exhilarating triumph! 

The price of American Speaker is just $297. 
Compare that with the cost of a top speech- 
writer: $5,000 and up for one speech! 


Can the man behind the speeches 
Presidents make you 
owerful speaker? 





You must be convinced that American 
Speaker is worth many times its price. You'll 
also receive, as a free bonus, "100 Best Quotes 
for 1998." You are fully protected by our 
unconditional money-back guarantee: 

Keep American Speaker for 30 days. Put it 
to work. If you are dissatisfied in any way, for 
any reason, return it for a prompt and full 
refund — no questions asked. Even if you do, 
“100 Best Quotes" remains yours to keep. 

Never again hesitate about a speaking invita- 
tion or assignment — even when it comes on 
short notice. You'll have the assurance of 
knowing that American Speaker is there to help. 

You'll always have a dramatic opening... 
a memorable closing...relevant facts and quota- 
tions and humorous points...and expert advice 
to help you shape and sharpen your presentation. 

It’s almost like having a top speechwriter on 
staff — but at a very reasonable "salary." 
Please respond today. 

Call Toll-Free 1-800-915-0022 

(In Washington, DC: 202-337-5980) 


Or FAX 202-337-1512 


Or mail the coupon below 
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! 30-Day FREE Trial ' 


| LIYES. Please send me American Speaker | 


| for a 30-day trial at $297 (a $102 savings) 
| + $10 s&h. Includes handbook, “100 Best 


| Quotes for1998" and one year (6 issues) of | 


updates. If I’m not convinced it makes me 
a better speaker, I will return the hand- 
book in good condition within 30 days. 
The “100 Best Quotes for 1998" is mine to keep. 
J Check enclosed. ($297 + $10 s&h). 

- Please charge my: 

JVisa J MasterCard 


— AmEx 


Credit Cant No Exp. Date 


Signature 
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BRITAIN 


ready clobbered exports and led to a surge 
of imports. 

Several factors explain trade’s resil- 
ience. For a start, sterling at its trough was 
undervalued: British companies could 
therefore take much of its rise in their 
stride. It is possible that British firms have 
become more efficient, and therefore able 
to cope with a stronger pound. And as the 
pound rose, they accepted ever-smaller 
profit margins to try to hang on to their 
markets, hoping that the pound would 
eventually weaken. 

Sooner or later, however, sterling's 
strength will bite, as surveys of exporters' 
expectations have been predicting for 
months. Indeed, there are signs that it has 
already done so. October's trade figures, re- 
leased just before Christmas, showed that 
although exports were still holding their 
own, imports were picking up. A trend in- 
crease in the trade deficit, though not yet a 
dramatic one, now looks clear. 

The third factor affecting the economy 
is fiscal policy. Gordon Brown, the chancel- 
lor of the exchequer, is committed to keep- 
ing, more or less, to the Conservatives' tight 
plans for public spending in 1998-99 in 
spite of mounting criticism from Labour 
MPs who would like him to spend more. 
Unless there are clear signs that the econ- 
omy is heading for recession, which look 
unlikely to appear, Mr Brown will not 
loosen his grip. He seems far keener on fis- 
cal probity than on popularity in his party. 

Will all this be enough, and happen 
soon enough, to satisfy the Bank? To 
achieve that, the slowdown may have to be 
swift. David Mackie of J.P. Morgan points 
out that the Bank is expecting growth to 
drop “very sharply”, to a rate of 1.5% in the 
first half of 1998. He thinks this is too tall an 
order, and expects rates to rise by another 
half-point in 1998. 

Still, few economists expect the Bank's 
monetary policy committee to change rates 
at its next meeting, on January 8th. The 
more important meeting, says Mr Mackie, 
is on February sth. By then the committee 
will have December's retail sales, GDP fig- 
ures for the last quarter of 1997 and the 
Confederation of British Industry's quar- 
terly economic survey to guide its 
ruminations. 





Ulster 


On the brink 


BELFAST 


VER since the IRA declared its second 
ceasefire last July, pessimists have been 
waiting for Northern Ireland to return to 
violence. The assassination on December 
27th of Billy Wright, a leading Protestant 
terrorist, and a retaliatory murder the same 
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Billy Wright and friends 


day of a Catholic, who (possibly coinci- 
dentally) had served a prison sentence for a 
terrorist killing, has heightened fears of a re- 
turn to widespread violence. Security was 
tightened in response to concerns of a pos- 
sible attack on crowded public venues on 
new year's eve. But if Ulster can get through 
the next few days without a destabilising 
atrocity, the peace process may actually 
emerge somewhat stronger. 

The key point is that so far the main- 
stream republicans and loyalists have 
maintained their ceasefires. The linked 
killings of December 27th involved maver- 
icks, the two small loyalist and republican 
terrorist groups, which have refused to de- 
clare ceasefires, Both may actually be weak- 
ened by the tit-for-tat murders. 

Mr Wright, who was shot dead by re- 
publicans inside the Maze prison, led the 
Loyalist Volunteer Force (LvF), a ram- 
shackle coalition of dissidents, whose pub- 
lic profile was raised by Mr Wright's per- 
sonal charisma. The major loyalist groups, 
the Uvr and the upa, believe that without 
him the Lvr may not survive. 

The three prisoners charged with Mr 
Wrights murder belong to the fringe repub- 
lican Irish National Liberation Army 
(INLA). Instant and mistaken comment sug- 
gested that killing him was designed to pit 
mainstream loyalists against republicans, 
wrecking any chance of peace. Accounts 
from prison officers and prisoners instead 
point to the long-running friction between 
the INLA and rvr. Bitter enemies, they had 
to share a prison wing because they insisted 
on separate quarters from the bigger 
groups. 

Both like to posture as their respective 
communities’ most ruthless defenders, so it 
was always likely that Mr Wright would be- 
come a target inside jail. The INLA has a his- 
tory of murderous internal feuds, its few 
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members in perpetual dispute over the pro- 
ceeds of drug-dealing and robberies. 

Billy Wright's reputation was not dis- 
similar. He revelled in Catholic dread of 
him and in the notoriety afforded him by 
his nickname, “King Rat”. In interviews, he 
justified random sectarian murders as a 
pressure on the IRA. The police estimate 
that over the past 15 years, terrorists linked 
to him killed more than 40 people, most of 
them Catholics not involved in paramili- 
tary activities. They say that Mr Wright was 
directly involved in more than a dozen of 
those deaths. He was also involved in drugs 
and robberies. 

In Britain, public attention has focused 
on lapses in security at the Maze prison. A 
few weeks before Mr Wright was killed, an 
IRA prisoner had escaped from the Maze. 
But Northern Ireland's jails, as ministers 
said this week with some exasperation, 
have to manage the greatest concentration 
of paramilitary prisoners in Europe. Con- 
ditions there have frequently been adapted 
in response to protests by both loyalist and 
republican prisoners. Last July Mr Wright 
led LvF inmates in an orgy of burning and 
destruction through their cell block to pro- 
test against searches of prison cells. Ironi- 
cally, the guns used to kill him may have 
been smuggled in because of the subse- 
quent lack of random searching. 

This week the government promised to 
reinstitute random searches. These will al- 
most certainly provoke more anger. Indeed 
mainstream loyalists are once again begin- 
ning to protest at any tightening of their 
conditions in the aftermath of the Wright 
shooting. Martin Mogg, the governor of the 
prison, says that the new measures can only 
work with the co-operation ofthe paramili- 
tary prisoners. Like the peace process, some 
would say. 
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BRITAIN AND EUROPE 


Blair at the heart of Europe 


Hopping on the juggernaut 


Tony Blair says he wants Britain to be a **leader" in Europe. But will Britain 
ever be comfortable with the direction in which Europe seems to be heading? 


HERE is no disguising the awkward- 

ness of Britain's situation as it takes 
over the presidency of the European Union 
this month. Tony Blair has promised that 
his government will play a leading role in 
Europe. But, during the six months of Brit- 
ain’s presidency, 11 of the EU’s 15 member 
states will formally embark on the Ev's 
most ambitious venture ever—the forma- 
tion of a single European currency. Britain 
will remain on the sidelines, even while 
protesting its desire to "lead" Europe. 

Mt Blair's position is tricky, but his cau- 
tion is understandable. His two predeces- 
sors as prime minister, John Major and 
Margaret Thatcher, both saw their adminis- 
trations burn up in the fires generated by 
Europe. At home, Mr Blair' strategy has be- 
come increasingly clear. He wants to take 
the heat out of the question of Europe and, 
by doing so, gradually to prepare the 
ground for Britain to join economic and 
monetary union (EMU), probably early in à 
second Blair term. In Europe, he wants to 
justify his claim to leadership by making 
the case for deregulation and a more flexi- 
ble approach to labour markets. 

If Mr Blair can convince the British that 
he is winning the argument over deregula- 
tion, some British fears about the European 
Union will be assuaged. But not all. Behind 
the question of what kind of regulations 
emanate from Brussels lies a bigger ques- 
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tion. Does the EU pose a threat to Britain’s 
self-government, and ultimately to its sur- 
vival as a nation-state? Is the Eurosceptic 
nightmare, a United States of Europe with a 
federal government, a federal budget and a 
single army, even now in the making? 


Euronightmares 


Eurosceptic fears of “a federal superstate" 
have long fed on the rhetoric of European 
statesmen. Jean Monnet, in many ways the 
founding father of the EU, was an un- 
abashed believer in political union. The 
Treaty of Rome, which founded today's Eu, 
spoke of “an ever-closer union" among Eu- 
ropean peoples. Helmut Kohl, chancellor 
of Germany and Europe's dominant politi- 
cian, has talked of the need for greater po- 
litical integration as a matter of “war and 
peace" in Europe. He had earlier spoken of 
“the great goal that we and our European 
friends have in common—a United States 
of Europe". Not long after the signature of 
the Maastricht treaty, which laid the foun- 
dations of EMU, Martin Bangemann, the se- 
nior German commissioner in Brussels, as- 
serted: “There is no alternative to a federal 
state. European unification must be seen 
through to a successful conclusion." 

The federalists have always argued that 
European union would evolve gradually, 
with closer economic union creating both 
the need and the desire for closer political 





co-operation. This approach has a name— 
functionalism—and a history of success in 
continental Europe. The first step towards 
the 19th-century unification of Germany 
was, after all, the formation of a customs 
union, the Zollverein. At the signing of the 
Maastricht treaty in 1992 the Germans in 
particular made it clear that their motiva- 
tions were primarily political. 

In Britain, where the debate about EMU 
is still conducted in mostly economic 
terms, the message has not quite sunk in. 
One senior European diplomat in London 
says: “I find it amazing that the British are 
still debating whether EMU is a political 
project. On the continent to say that EMU is 
political is simply a truism, a tautology." 

Faced with the federalist assumptions 
of many European politicians, pro-Euro- 
pean Britons have responded in a number 
of ways. A handful explicitly embrace the 
idea of a federal European state. Sir Roy 
Denman, an ardent Europhile who played 
a leading role in negotiating Britain's entry 
into the EU, argues that Britain should sim- 
ply accept *an honoured role in the cre- 
ation of a new European superpower." 

A second group continues to argue that 
it is the economics of Europe that count, 
and that issues of political control are, in 
the words of Gordon Brown, the chancellor 
of the exchequer, “matters of dogma”. A 
third position is to acknowledge that the 
Eurofederalist idea is real and persistent, 
but to argue that in the end it will prove a 
mere dream: the political realities will en- 
sure that a federal European state never 
emerges. A fourth argument (often com- 
bined with numbers two and three) is that 
anyway questions of sovereignty and po- 
litical control are much more blurred than 
the Eurosceptics acknowledge. 

Asked about the implications for Brit- 
ish sovereignty of joining EMU, a senior for- 
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eign-policy adviser to the government re- 
plies, “I’m not really sure 1 know what 
sovereignty means these days.” Robert Coo- 
per, a British diplomat in Germany, has ar- 
gued in a recent paper that what he calls 
“post-modern” states are readier than other 
countries to accept supranational intru- 
sions on “domestic” issues, such as the ad- 
ministration of the law or the manufacture 
of weapons. British Eurosceptics, on this 
view, are hooked on an outdated 19th-cen- 
tury view of the state. 

There is something in the Cooperite 
view. It is certainly true that these days 
many governments submit themselves to 
various kinds of international monitoring, 
and sometimes control. 

They sign UN conventions on human 
rights and the law of the sea. They belong to 
the World Trade Organisation (wro), and 
often accept its decisions even when these 
decisions are deeply irritating to their own 
parliaments. They work closely together on 
the business of defending themselves 
through NATO, which having outlived the 
cold war has shown that it is more than the 
traditional one-purpose military alliance. 
Of course, a sovereign government can al- 
ways withdraw from NATO. But that is also 
true of the EU. So long as membership of the 
EU is voluntary, then ultimate sovereignty 
still resides with Parliament in Britain. 


The machinery grinds on 


All that acknowledged, it remains true that 
the Eu has a much wider and deeper au- 
thority than any of the other international 
bodies Britain is a member of. NATO con- 
fines itself to security; it has no court and 
issues no laws. The wro can overrule gov- 
ernment policy, but its competence is lim- 
ited to trade. By contrast. European law al- 
ready affects a wide range of activities from 
agriculture to employment-legislation to 
the environment. By acceding to the Eu, 
Britain accepted that European law out- 
ranks British law. As a senior British judge, 
Justice Hoffman, has observed: “The Treaty 
of Rome is the supreme law of this country, 
taking precedence over acts of Parliament." 

Many people argue that such accep- 
tance of supranational authority is simply 
"the modern way". But this is a 
curiously Eurocentric view. In 
no other part of the world is the 
idea ofa diminution of national 
sovereignty anywhere near so 
readily accepted. 

The United States, as every- 
one knows, remains adamant in 
the protection of its right to act 
unilaterally. But this concern 
with national sovereignty is by 
no means confined to the 
United States. Japan and China, 
India and Pakistan hold on to 
traditional ideas about the hus- 
banding of state power. So do 
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Monnet knew what he wanted 


most other countries in Asia, Latin America 
and Africa. The cardinal principle of the 
Association of South-East Asian Nations is 
a mutual pledge of non-interference in in- 
ternal affairs. British concern with national 
sovereignty may seem peculiar to some 
other Europeans. In the wider world, it is 
the Europeans who seem like the oddities. 

The more European law there is, the 
more circumscribed Britain’s own Parlia- 
ment becomes. When Jacques Delors, the 
architect of monetary union, suggested in 
1988 that in future 80% of economic legisla- 
tion would come from Brussels, not from 
national governments, many Britons saw 
this as a wild ambition. But the figures have 
already moved a long way in Mr Delors's 
direction; even by 1994 the British govern- 
ment reckoned that a third ofall British law 
was coming from Brussels. 

It is true that Eurosceptics tend to as- 
sume that everything even discussed at a 
European level is as good as done. They also 
have a habit of underestimating the ten- 
sions and disagreements within Europe. 
For all Mr Kohl's fine words, there are loud 
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voices in Germany that speak out against 
Euro-federalism. Faced with severe budget- 
ary strains at home, the Germans are grum- 
bling increasingly about being the paymas- 
ters of Europe. At the EU's recent summit in 
Amsterdam it was Mr Kohl—the great fed- 
eralist—who did most to limit the exten- 
sion of decision-making by majority vote. 
And yet, without further cuts in national 
autonomy, federalism will not advance. 

The Eurosceptic nightmare of a federal- 
ist steamroller driven by the Germans and 
the French misses many of the nuances of 
the EU. But few people on the continent 
agree with the opposite view, recently put 
by Robin Cook, Britain's foreign secretary, 
that the "high tide of integration has 
passed". One senior European diplomat in 
Brussels dismisses this brusquely as “ab- 
surd, wishful thinking". 

The reason is that, even if the federalist 
idea has lost some of its original innocence, 
and even if Germans are balking at some of 
its consequences, the seemingly unstoppa- 
ble advent of monetary union has given a 
big push to demands for further integra- 
tion. Ottmar Issing, a board member of the 
Bundesbank, argued recently that mone- 
tary union will run into difficulty unless 
there is a sharp reform of labour markets 
and an increase in fiscal transfers around 
the union's member states, as in the United 
States of America. The latter idea implies 
more taxes sent to and distributed by a cen- 
tral European authority. 

A senior British diplomat involved 
with Europe agrees that growing fiscal 
transfers are *an obvious logical corollary 
of EMU; that's what a common currency 
leads to in Britain and America." He also 
suggests that there is "a lot more integra- 
tion to come; everything that's happened 
so far points in that direction." 


Stand aside or grab the wheel? 


There is already a sign of how more integra- 
tion will come about. At a meeting in Mün- 
ster in October the French and German 
governments agreed to take further steps to 
co-ordinate their economic policies. This 
agreement, dubbed the “Münster monster" 
by Sir Christopher Mallaby, a former Brit- 
ish ambassador to both Paris 
and Bonn, could cover every- 
thing from co-ordination of tax 
policy to labour-market reform. 
Ithas been given added momen- 
tum by the creation of an infor- 
mal club of finance ministers 
from the single-currency coun- 
tries, despite the protests this has 
brought from the excluded Brit- 
ish. Sir Christopher predicts that 
"this greater co-ordination will 
lead in time to demands for new 
constitutional arrangements, 
and Europe will move on again." 

So if more European integra- 
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is still unclear—what should Britain do? 

ome people argue that, as just one 
m idle-sized European country, Britain 
will find its future being shaped by the Eu 
come what may. Therefore the only feasible 


course of action, they conclude, is to accept 
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^L "ONRAD ADENAUER, Germany's 
AX first post-Hitler chancellor, once re- 
rked that Britain reminded him of a 
ier millionaire who had not yet real- 
that he had lost all his money. To this 
lay, Britain's reluctance to plunge into 
he European endeavour strikes many Eu- 
peans as a result of snooty, post-impe- 
nsofgrandeur. The Euro-wari- 
ertainly has its roots in history. But 
-itis a centuries-old attitude to European 
power politics, more than imperial his- 
ory, that has set Britain apart.. 
‘or at least the past 300 years, Britain 
ied to prevent the emergence of a 
le dominant power on the continent 
urope. From 1700 to 1815, it built a 





























































n the 20th century, it has used balance- 
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€ EU is up to. 


A A question of balance 


count for less on a whole range of issues, 
from enlargement ofthe Eu to reform ofthe 
common agricultural policy. For Sir Chris- 
topher Mallaby this means that, if EMU 
turns out to work, Britain must join it: "If 
we stayed outside we would be abdicating 
responsibility to advance the interests of 
Britain, in her direct environment, which is 
Europe; and to fail in that would be to fail 


. inafirst duty of the state.” 


For the Eurosceptics, the argument that 
Britain must get even more deeply in- 


Despite the huge cost of two world wars, 
the policy was successful. Britain never ex- 
perienced defeat and occupation; in- 
deed, the British remember the second 
world war as, in Churchill's words, “their 
finest hour”. And the rest of Europe was 
rescued from one-power domination. 
Britain’s reaction to the growth of the 
European Union has been deeply influ- 
enced by this instinctive belief in the 
need to prevent the rise of a controlling 
power in Europe. Reacting to the first Eu- 
ropean attempt to form a customs union 
in 1957, Sir David Eccles, then president 
of Britain's Board of Trade, said: “Al- 
though it is not military or hostile in in- 
tent, six countries in Europe have signed a 
treaty to do exactly what, for hundreds of 
years, we have always said we could not 
see done with safety to our own country.” 
This ingrained tendency to think in 
balance-of-power terms is still there, de- 
spite Britain's membershipofthe Ev. Ever 
since it joined that body, Britain's pol- 
icy has been characterised by re- 
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after the tragedy of two world wars, these 


its Eurosceptics cannot rid themselves of 
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/ German alliance". The po- | 
litical class in Germany and - 
/ France usually replies that think 
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people say, balance-of-power politics 
must be transcended by a new spite o 
pan-European co-operation. 5 

Britain's Europhiles sympathise. But 


the suspicion that the talk of pan-Euro-- 
pean co-operation really disguises a con- - 
tinuation of traditional power politics. - 
They argue that, for all the hopes of. 
unity, the EU's countries—not least France 
and Germany—go on manoeuvring for 
national advantage. The Germans, for ex- 
ample, press hard for enlargement of the 
EU to include the countries of Eastern Eu- 
rope, a natural hinterland for German in- 
dustry; the French, fearing a dilution of 
their influence, are much warier of en- 
largement. Some Eurosceptics make no 
bones about who they think will win this 
continuing tug-of-war. As the late Nicho- 
las Ridley, a close ally of Margaret 
Thatcher, once famously put it: the EU is 
“all a German racket", designed to en- - 
sure German dominance of Europe. 
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BRITAIN AND EUROPE 


Sceptics rising 
Britain's long-term policy should be to: 


1994 1997 


lewetheEU. s 1... V 
Stay in the EU and try to reduce 25 29 
EU powers 


Leave things as they are — — — 20 18 
Stay in the EU and try to increase 28 16 
EUpowers — — Pr ors 
Work for the formation of a single — 8 7 
European government — ' 

Don't know 7 13 
Source: Commission on Britain in Europe, Chatham House 





bit of the debate the Eurosceptics seem to 
have logic on their side. 

Of course, like all countries, Britain is 
shaped by the world around it. It will inev- 
itably be affected by the economic climate 
in Europe and elsewhere. But it is simply 
not the case that it is impossible to set inter- 
est rates to suit British conditions; at 
present, after all, British rates are roughly 
double those of Germany's, reflecting the 
greater risk of inflation in Britain. In 1992, 
when Britain left the exchange-rate mecha- 
nism, the forerunner of £MU, it was able to 
cut interest rates in a wav that had not been 
possible previously. In emu, European in- 
terest rates would be set centrally, and spe- 
cifically British economic conditions 
would play only a relatively small part in 
the setting of the Europe-wide rate. 

So, to make the case that joining EMU is 
vital to the preservation of British interests, 
British Europhiles have to come up with 
other arguments. Most simply, they could 
argue that a single European currency will 
be economically better for Britain. Interest 
rates might not be set by the Bank of Eng- 
land, but the currency could be stronger, 
trade could boom, inflation might be fi- 
nally beaten, and so on. Under such cir- 
cumstances, considerations of British in- 
fluence might seem irrelevant. If things are 
better, who cares who makes the decisions? 
Perhaps only the class of British decision- 
makers, who will see their influence and 
sense of self-importance drain away. 

But Europhiles can make another argu- 
ment, one with more punch. They can say it 
is reasonable to fear that, if Britain stays out 
of EMU forever, its placeon the fringe of the 
EU will ultimately lead to its being shut out 
of the single market. If that happened, the 
resulting increase in the barriers faced by 
British exports to Europe might be disas- 
trous, given that over 50% of British trade is 
now with other EU members. 

Some British diplomats are already be- 
ginning to worry about this. If the EMU- 
zone was struggling, and Britain was doing 
well, how long would it be before the 
French and theGermans and the rest began 
to complain about the British enjoying full 
access to the single market, while disgrace- 
fully dodging the obligations of Emu mem- 
bership? There are ready-made slogans for 
this accusation: "social dumping", "com- 
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petitive devaluation”, and so on. 

Of course, discriminating against Brit- 
ish goods would be illegal under European 
law. But these anxious Britons know that 
the European Commission, which would 
play a central role in any such prosecution, 
is committed to the success of EMU, and 
might bend the law. 

Eurosceptics are reluctant to let such 
anxieties influence them. It is wrong, they 
say, to yield to threats—especially threats 
not yet explicitly uttered. They observe that, 
at the moment, the rest of the EU exports a 
lot more to Britain than it imports from it, 
and so is unlikely to want a trade war. 

They also point out that plenty of other 
countries manage to thrive without belong- 
ing toan economic or political block. In Eu- 
rope, look at Switzerland and Norway. In 
North America, Canada is prosperous and 
independent even if it is geopolitically 
overshadowed by its giant neighbour. In 
Asia, Taiwan, though more diplomatically 
isolated than almost any other place on 
earth (it is not even allowed membership of 





German hand, French shoulder 


the UN), has for years managed a fantastic 
rate of economic growth. “Influence” is 
nice for diplomats and for your sense of se- 
curity, but it does not dictate the fortunes of 
your economy, or command your future. 


History repeats itself 

There is one proposition on which 
Europhiles and Eurosceptics agree. Britain 
must remember the lesson of history. The 
difficulty is, which lesson? 

To the pro-Europeans, it is obvious. 
Britain has paid a heavy price for its his- 
toric lack of enthusiasm for the European 
project. It has regularly stood aside, grum- 
bling and predicting failure. Then, when to 
Britain’s surprise and alarm the project ac- 
tually works, the British scramble to join 
up. By that time, however, the rules of the 
game have already been set, often to Brit- 
ain’s disadvantage. Britain’s failure in the 
1950s to be in at the start of the European 
Economic Community, the Eu’s original 
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name, left it powerless to shape the devel 
opment of the common agricultural policy 
A similar process is already under way witl 
EMU; it is Germany and France that ar 
shaping the euro block. 

The Eurosceptics turn their eyes to a dif 
ferent lesson. In their view, Britain has con 
stantly misunderstood the nature of what i 
is getting involved in. Whereas continental 
politicians have long emphasised the po 
litical aspects of the Eu, British govern 
ments have concentrated on the econom: 
ics. As a result, Britain is stumbling into < 
political union for which it has no appetite 

Nor, the sceptics add, are the economic 
benefits of Europe necessarily all they are 
cracked up to be. The Europhiles point tc 
all the benefits brought by free trade. The 
sceptics prefer to focus attention on the de- 
bacle of Britain's ejection from the ex 
change-rate mechanism. Martin Taylor. 
who is the boss of Barclays, a big British 
bank, counts himself pro-European, but a 
sceptic on EMU. He argues that "both previ- 
ous [British] attempts to track the Euro- 
zone, both serious and both well-meaning, 
have ended in disaster." 

Whether Britain eventually joins EMU 
depends in the first place on the success of 
the enterprise itself. But it also depends on 
which of the two lessons of history strikes 
the voters as the more compelling, if and 
when Mr Blair holds his promised referen- 
dum on joining EMU. 

The current opinion polls suggest that, 
though most voters count themselves as 
pro-European, there is widespread scepti- 
cism about monetary union—unsurpris- 
ingly, given British memories of the deba- 
cle over the exchange-rate mechanism. The 
polls also suggest that it is the economic 
rather than the political aspects of EMU that 
most interest British voters. At the moment, 
a large majority is opposed to British par- 
ticipation in monetary union, though the 
gap seems to have narrowed since Mr Blair 
took power (see chart above). 

After Britain's previous referendum on 
Europe, in 1975, when the voters decided 
roughly 2-1 to stay in the EEC, it was said 
that the European issue had been settled; 
Britain had made up its mind. Under Mr 
Blair, it may discover that the really hard 
questions remain to be answered. 
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the shark pond 


urope about to become the most liberalised telecoms market in the world? 
id lies in the hands ofuntried regulators 


x SOUNDS momentous. On January ist 
“$12 of the countries of the European 
‘Union became—in theory—a single tele- 
“communications market. Any telephone 
“company can—again, in theory—offer call- 
-ersinalmost any EU country a local or long- 
stance telephone service (Greece, Ireland 
d. Portugal have a bit more breathing 












a damp squib. 
~~ All over Europe, new consortia such a as 
Mannesmann Arcor and o.tel.o in Ger- 
many, Cegetel in France and Albacom in 
Italy have been springing up to offer com- 
petitive telephone services. Up to now, 
though, they have been forbidden in most 
countries from offering public voice tele- 
phony--easily the biggest and most lucra- 
tive part of the service. As from January tst, 
that market too has been thrown open. 
But how far Europe's big telephone 
monopolies allow this new wonderworld 
to work will depend on a group of largely 
untried regulators and on their employers: 
national governments, most of which still 
~own a large chunk ofthe telephone monop- 
zi olies’ shares and are nervous about the roll- 
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ae ace). But the big bang may yet turn out to 


call of redundancies deregulation may 
bring. In November the European Com- 
mission began legal action against seven 
countries, including Germany, Italy, Bel- 


gium and Denmark, which were breaking 


one or more of its market-opening rules. 


‘The commission’s progress will be watched 


by the World Trade Organisation, which in 


1997 finally won an agreement to liberalise 
telecoms markets worldwide. Its clock also 
started ticking on January ist, and the 


agreement covers an even wider range of 


countries than that of the Ev. 


The case for liberalisation is irresistible. 
Not only does telecoms traffic grow 
roughly twice as fast in competitive mar- 
kets as in monopoly markets, but the bene- 
fits flow to all corners of the economy in the 
form of new technology, innovative ser- 
vices, lower distribution costs and much 
lower average tariffs. Even in the sensitive 
area of jobs, the evidence from the OECD is 
unambiguous—since the early 1990S 
telecoms employment has grown in the rel- 
atively liberalised markets of the United 
States, Scandinavia and Britain and de- 

clined in non-competitive markets. 


for public voice services been allowed. A 







Powerful though such arguments 

be, resistance to competition is al 
Only in Finland, Sweden, Britai 
markand the Netherlands has com 
















































the experience of all confirms that effective 
competition needs more than simple de. 
regulation. P 

-The European Commission has rea. 
ised this, and. issued: Lenhgtened. guide 


pas Many oft th 
to the companies and 


PATS ücvemmien f may see 
age regulatory decisions that will hurt the 
value of their telecoms assets. Worryingly. 
in most EU countries, the need for indeper 
dent regulators is still not widely accepted. 
A recent poll of European business-people - 
corducted by Research International 
found that, whereas the idea of an indepen: 
dent regulator enjoys the support of 94% of 
Britons, it is supported by only 46% ofGer- _ 
mans and 50% of French. 

The regulators thus face a formidable. 
task. Britain's market was first opened to 
(limited) competition in 1984; yet BT not” 
only still dominates its home market bu 
has turned itself into a genuine multin 
tional. The ex-monopolies have strengtk 





works; they have brands; they have hug 
cash flows. They can use their advantages t 
weaken rivals, as Deutsche Telekom h 
done by cutting its long-distance rates and: 
promising, in the words of Ron Sommet, its 
chief executive, a "surprise a month" i in the | 
“fight for every single customer" —— | 


Starter pack for regulators | 


Yet competitors also have. some advan- i 
tages. They start without the legacy of estab- `- 
lished networks and inefficiencies. They 
can design their systems to meet the fast-. 
changing pattern of demand-—for low-cost = 
wireless, data services and bandwidth. 
They may even take heart from Britain's re- ` 
cent experience. In the past two years BTS — 
competitors, such as the cable companies, 
have reached critical mass. Recently, too, — 
they have been able to guarantee that a cus- 

tomer can keep his telephone number 
when he changes telephone company. BT 
market share is now falling rapidly. Th 
British regulator, Oftel, reckons that b 
2000 BTs share of local calls will hav 
fallen from 90% to 70%. Its share of interna- 
tional calls (see chart on next page) has 
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Fast Finnish 


New operators’ share of international calls es 
So 





fallen faster and will fall further—to only 
40% by 2000, Oftel believes. 

To do their job well, the new NRAs 
could do a lot worse than follow the five 
"musts" suggested by Don Cruickshank, 
Oftel’s highly regarded director-general. 

* Transparency. No cosy chats with the in- 
cumbent ex-monopoly. Put regulatory pro- 
posals up for scrutiny by all the players in 
the market. The regulator needs to talk to 
the market and understand it. 

* Interconnection. The cost that the in- 
cumbent monopoly charges to connect a 
call from a new entrant to the local network 
can amount to half the new entrant's costs. 
So monitoring interconnection charges is 
crucial. Regulators in Germany (to the fury 
of Deutsche Telekom) and France have im- 
posed interconnection rates lower than 
most new entrants had cared to expect. 

* Barriers to entry. The two biggest are the 
way telephone numbers are allocated and 
the incumbent's exclusive access to the sub- 
scriber base. Customers want to keep their 
telephone number when changing carriers. 
* Retail pricing. Regulators need to apply 
price caps, but only to monopoly services— 
the incumbent must be prevented from us- 
ing profits made from services where he 
still has a monopoly to undercut competi- 
tors. Mr Cruickshank also advises watching 
interconnection charges and retail prices 
to prevent the incumbent squeezing a new 
entrant's margins excessively. 

* Competitive markets. Regulation is al- 
ways second best to a competitive market. 
Regulators should aim to stimulate entry 
and competition by rewarding innovation 
and efficiency. The sooner regulators can 
withdraw from the details of market man- 
agement, the better. 

A truly competitive European telecoms 
market may take ten years to evolve. It 
could happen much faster if governments 
keep their nerve, if regulators are both inde- 
pendent and brave and if new players suc- 
cessfully harness technology to customer- 
focused market strategies. The water will be 
hazardous, but there is no climbing out. 
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Consumer electronics 


Slipped disc 


TOKYO 


NCE again there was no treat beneath 

the Christmas tree for Japan’s mori- 
bund consumer-electronics firms. The ¥2.2 
trillion-a-year ($17 billion) industry was 
banking on the new Digital Video Disc 
(DVD) to give it the lift that the vcr pro- 
vided spectacularly in the early 1980s. Yet 
sales of pvp players—proclaimed as the 
greatest gadget to come out of consumer- 
electronics laboratories in decades—have 
remained stubbornly earthbound. 

When pvp was launched in November 
1996, nobody expected it to take off imme- 
diately. Only a couple of dozen pvp titles 
were on the shelves and the handful of 
players on the market at the time cost more 
than ¥100,000, But 1997 was supposed to 
be different. All the big manufacturers, in- 
cluding Toshiba, Matsushita, Pioneer and 
Sony, now make cheaper, better—even por- 
table—pvp machines. Some 300 pv» titles 
are available in Japan and more than 250 
in America. Yet telly addicts on both sides 
of the Pacific have stayed loyal to their dull, 
old video machines. 

In the industry’s dreams the pvp was 
going to be even better than the vcr. The 
shiny Digital Video Disc is the size of an au- 
dio cp but can play a full-length feature 
film with pin-sharp picture and booming 
six-channel sound—though quite what Mrs 
Watanabe’s neighbours will make of that is 
another matter. It allows viewers to jump 
from track to track and rewind instantly. 
They can prevent children from watching 
adult scenes, play sound tracks in different 
languages, and enjoy high-definition im- 
ages with better sound than even a cp. 
Equally, the discs themselves are cheaper to 
make than video cassettes. The industry 
thought that video-rental 
stores would rush to chuck 
out their bulky old vus cas- 
settes and stock slim new 
DVDs instead. 

Intoxicated with the 
technology, Japanese elec- 
tronics firms believed they 
would have no trouble sell- 
ing 1m DVD players across 
the world during 1997, 
with sales hitting 20m a 
year by 2000. If so, the pvp 
market would be worth Y3 
trillion a year—more than 
the entire sales of the Japa- 
nese consumer-electronics 
industry today. The pvp 
promised to be a cash cow 
providing half the indus- 
trys total sales and two- 
thirds of its profits, just like 


No sale 


the vCR in its heyday. 

Along the way, pvp has stumbled. Th: 
economic downturn in Japan has taken it: 
toll. So have squabbles with the film stu 
dios over royalties and protection agains: 
piracy, which have restricted the number o: 
DVD titles during much of 1997. But the big 
gest drawback seems to have been that Dvr 
is not yet a real replacement for the vCR be 
cause it cannot record—a version that can is 
at least a year away and the subject ofa bat 
tle over standards. 

The final figures for 1997 are not yet 
available, but Japanese electronics firms 
have probably shipped fewer than 750,000 
DVD players. Pessimism is setting in. The 
Electronic Industries Association of Japan 
has scaled back its forecast to a little over 
10m DvD players produced annually by 
2001. "The first three to five years of pvp 
availability will be a low-volume disap- 
pointment," says Mark Hardie of Forrester 
Research in Cambridge, Massachusetts, 
who predicts that it will be 2002 before 
DVD finds its way into even 5% of American 
households. By contrast, 90% of American 
and Japanese households own a vcR. 

This is grim news for a number of Japa- 
nese firms that have bet heavily on pvp. 
Toshiba, an electronics and engineering 
group, saw the disc as its route back into the 
consumer-electronics business. Matsushita 
urgently needs DvD to confront its nemesis, 
Sony, which has been quicker to sell digital- 
video products that have large profit mar- 
gins. The success of pvp is also crucial for 
Pioneer, which invested heavily in the Digi- 
tal Video Disc when it threatened to sup- 
plant its main product, the Laser Disc. 

Rather than wait for domestic sales to 
pick up, Toshiba and Matsushita have gone 
on the offensive. The two electronics giants 
have joined Culture Convenience Club, Ja- 
pan's leading video-rental chain, to rent 
portable pvp machines along with some 
300 DVD titles that can be hired for around 
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¥400 a night—much the same rental fee as 
for video cassettes. A trial pvp-rental ser- 
vice started in two of Culture Convenience 
Club’s stores in Tokyo on December 19th. 
The full service is due to be rolled out in 
940 stores across the country in the spring. 

Perhaps they are too late. A new type of 
digital-television satellite is looming over 
the Japanese horizon, which will offer 300 
digital video channels with a quality every 
bit as good as that of DvD. Japanese viewers 
will then have a selection of films broad- 
cast almost continuously thrown in with 
their monthly satellite-rv subscription. Al- 
though there will be less choice, there will 
probably be enough: the top 20 films enjoy 
80% of the market. Telly addicts may have 
been a good deal more clever than the pvp 
makers think. 





BBC and Discovery 


Come in, the 
water's lovely 


€€ TT'S like being a lobster in a pot,” says 

an insider of the joint venture that 
the BBC has been negotiating for two years 
with Discovery Communications, an 
American television network. "The water 
was cool when we got in, but the tempera- 
ture has been turned up and we haven't yet 
realised that we are being boiled alive.” De- 
spite growing worries, a deal is expected to 
be done within the next few weeks. 

Britain's state-owned broadcaster has 
been torn over the question of how to deal 
with the spread of pay-tv. On the one hand, 
it has the world's best reputation for high- 
class programming in an age when brands 
are ever-more valuable. On the other, 95% 
of its revenues and all of its instincts come 
from its public-service roots. If the BBC be- 
comes too overtly commercial it risks un- 
dermining its claim to the £91.50 ($153) li- 
cence fee that every British household has 
to pay to watch television. 

Such concerns lay behind a British joint 
venture, called ukrv, with Flextech, a sub- 
sidiary of Tele-Communications Inc (TCI), 
an American cable company which also 
owns 49% of Discovery. Three channels 
have been launched so far; two more are in 
preparation. The BBC will make all the pro- 
grammes and receive a market rate for 
them. Flextech puts up all the money and 
the joint venture gets preferential access to 
BBC programming for 30 years. 

The BBC is reckoned to have done well 
out of that deal. It was negotiating from a 
position of strength: Flextech was deter- 
mined to create a pay-rv network big 
enough to rival Rupert Murdoch's BSkyB, 
and the BBC was the only plausible partner. 
Yet a certain ambivalence about commer- 
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cial life remains evident: BBC staff based in 
Flextech's office work behind a locked door 
that cannot be opened with a Flextech secu- 
rity pass, and since there is no reception 
desk, visitors have to bang on the glass and 
shout to attract attention. 

Given its success with Flextech, Discov- 
ery seemed like the perfect partner in the 
all-important American market: it is as 
close to the corporation in editorial values 
as anybody in commercial rv. And TCI, its 
American parent, is powerful enough to 
help the BBC launch an American channel. 
The bones of the deal have long been 
agreed—a 50-50 joint venture wholly 
funded by Discovery, a guaranteed $175m 
for the BBC in programme commissions 
and co-productions, and first pick of a 
range of BBC programmes for Discovery. 

However, fleshing the deal out has been 
more painful. Part ofthe problem lies in the 
reorganisation ofthe BBC, which was going 
on while the deal was being negotiated. 
BBC television was split in two directorates, 
BBC Production and BBC Broadcast. BBC 
Worldwide, the commercial arm (which is 
held in low regard inside the corporation 
and therefore has little internal clout), was 
stuck in the middle, trying to square the 
agreements it made with Discovery with 
both Broadcast and Production. 

Discontented BBC producers are also 
concerned about the effect that Discovery's 
editorial input will have on BBC pro- 
grammes. Discovery divides its target de- 
mographic group into "info-actives", “info- 
lites" and "info-practicals", and subdivides 
each into such tribes as "machos", "escap- 
ists" and *boys toys". This ethos will sit un- 
comfortably with the inclusive high-mind- 
edness that lies deep in the soul of the BBC; 
and any visible effect on the output will 
fuel the argument to abolish the licence fee. 

A further worry is that, by giving Discov- 
ery first pick of programmes, the BBC is 
signing away its bargaining power. There 
are other contenders for BBC programming 
in the market—such as Aat, another 
“infotainment” network and a former part- 
ner—who could bid against Discovery and 
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Negotiations, Sir? 


so increase the returns from programme 
sales. The BBC's answer is that building as- 
sets—such as channels—creates more value 
than simply selling programmes. 

Although this is a sensible strategy, it re- 
mains doubtful that the BBC is getting as 
docd a deal out of Discovery as it first 
hoped. The BBC's position has weakened as 
the negotiations have dragged on. When 
they started, the BBC could have teamed up 
with Mr Murdoch's News Corporation and 
National Geographic, but they went off and 
formed their own venture instead. In addi- 
tion, the threat to cable systems from digital 
satellite broadcasters has receded in Amer- 
ica (partly because Mr Murdoch has bowed 
out of the satellite business there). As a re- 
sult, cable operators are no longer paying 
premiums for cable-only programming. 

By dragging out the negotiations, the 
BBC has turned a good deal bad. Discovery's 
executives have been so troubled by their 
experience so far that they worry about 
what a long-term relationship will be like; 
and some BBC people wonder whether the 
deal is now worth doing at all. The BBC may 
have a lovely brand to sell, but if it wants to 
be a business, it has much to learn. 





The oil industry 


Latin lessons 


MEXICO CITY 


The state oil companies of Venezuela and Mexico are both seen as national 
assets rather than mere businesses. But only one is run efficiently 


DECADE ago it would have been a big 

blow. But when the Venezuelan gov- 
ernment announced a 400 billion bolivar 
($793m) cut in the state oil company's $6.5 
billion budget on December 30th, 
Petroleos de Venezuela (PDVSA) was not too 
put out. PDVSA has done more than most 


state-owned oil companies to moderate the 
rampant nationalism that used to rule its 
industry. Thanks to the capital and technol- 
ogy of once-hated foreign oil firms, the 
company's ambitions to double crude out- 
put by 2006 still look achievable. That les- 
son should not be lost on nearby Mexico 
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BUSINESS 


and its state oil giant, Petroleos Mexicanos 
(Pemex), which is doggedly struggling to in- 
crease output of crude oil on its own. 

Because both Mexico and Venezuela 
nationalised their oil reserves in a blaze of 
patriotic fervour, it is unthinkable that ei- 
ther could soon privatise their entire indus- 
try. In any case, politicians inevitably want 
to control two firms as profitable as Pemex 
and PDVSA. Thanks to vast reserves that are 
cheap to exploit, PDvsA made profits before 
tax ofaround $14 billion on sales of $34 bil- 
lion in 1996. Pemex made pre-tax profits of 
$21 billion on sales of $31 billion. Despite 
this, both firms have a history of under- 
investment and both, in their different 
Ways, are now trying to increase their out- 
put. Leaving oil under the ground can rep- 
resent as much of a missed opportunity as 
stuffing cash under a mattress. Their for- 
tunes contrast sharply: while ppvsa seeks 
foreign help, Pemex is steadily falling be- 
hind (see chart). 

PDVSA plans to double its oil produc- 
tion to 6.5m barrels a day (b/d) by 2006, re- 
quiring some $40 billion of new invest- 
ment Other oPEc members seem 
powerless to prevent the plan, which is one 
reason why the oil producers' club agreed 
to raise its production ceiling by 10% to 
27.5m b/d in November (Venezuela is still 
exceeding its new, higher quota by 800,000 
b/d or 15%). Under the watchful eye of Ven- 
ezuela's politicians, the company has be- 
gun to accept bids for a variety of contracts 
from private firms; and, though ppvsa has 
driven a hard bargain, the world's oil in- 
dustry has responded enthusiastically. 

In a recent round of bidding for con- 
tracts which give firms the right to improve 
extraction from existing fields, for example, 
PDVSA notched up over $2 billion in pay- 
ments, twice what it had expected, and far 
above what some oil analysts thought rea- 


Still a civil servant 
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sonable. In fact, this is an ideal time for 
PDVSA to open itself to the rest of the indus- 
try. Many of the world's biggest private oil 
firms, such as British Petroleum and Ameri- 
ca's Mobil, rely heavily on large but matur- 
ing fields, and are desperate to replenish 
their reserves. The obvious places for them 
to look are either out of bounds (such as 
Iraq and Iran)or plagued by political insta- 
bility (such as Russia and Central Asia). 
Hence the attractions of Venezuela—and 
indeed Mexico, if it would have them. 

Pemex bosses also recognise that their 
firm needs to expand its output (and, since 
Mexico is not part of OPEC, are free to do so 
without even à token nod in the direction 
of the cartel). According to rough calcula- 
tions by Rafael Quijano of the Petroleum 
Finance Company, a consultancy based in 
Washington, DC, in order to maximise the 
value of its reserves Pemex should be pro- 
ducing around 6m-7m b/d, roughly double 
its current rate. 

Pemex is tentatively starting to use pri- 
vate contractors. In October, for example, it 
awarded a $1 billion contract to build a ni- 
trogen-generation plant to BOC, a British 
firm. But such was the political storm over a 
recent attempt to privatise Pemex's petro- 
chemicals arm that the government will 
not let private firms become heavily in- 
volved in expanding oil production. In- 
stead the government has promised to 
pump more into Pemex's investment bud- 
get itself. Mexico's energy secretary recently 
announced plans to increase Pemex's bud- 
get for 1998 to around $9 billion, half as 
much again as in 1997. 

Yet such sums must be spent each year 
for many years before oil production 
reaches the desired level. Judging by his- 
tory, it will not be. Whenever Mexico enters 
one of its periodic economic crises, or an 
election year, the government comes under 
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pressure to spend Pemex's profits on rescu- 
ing other industries, controlling its budget 
deficit, or buying votes. In 1995, when Mex- 
ico was reeling from the peso devaluation, 
Pemex's federally mandated budget was a 
mere $2.5 billion. This year's $9 billion has 
a lot to do with the speed of Mexico's cur- 
rent economic recovery. 

Worse, there is a long tradition of inter- 
ference in the managerial decisions of 
Pemex, of politicians appointing friends to 
plum jobs in the company, and ofconstruc- 
tion contracts being handed out to fa- 
voured firms. And even when Pemex's bud- 
get has been generous, the money has often 
been spent on projects with a short-term 
payback, such as boosting production from 
old fields. In the oil industry, the planning 
horizon for big new investments is usually 
a decade or two; politicians of any country, 
not just Mexico, cannot see much beyond 
the next election. 

Welcoming new investment from pri- 
vate firms, as PDVSA has done, would help 
solve Pemex's problems. Rogelio Ramirez 
de la O, a Mexican economist, argues that 
PDVSA'S oil-production technology is now 
at least five years ahead of Pemex 's, particu- 
larly in itsability to drill in deep waters and 
in its use of seismic surveys. Although 
Pemex has cut its workforce in recent years, 
western oilmen say the company is still 
bloated compared with ppvsa (which pro- 
duces as much oil with onlya third as many 
employees). One former Pemex manager 
reminisces about "six Pemex men with a 
pressure hose washing the car of the boss". 

PDVSA is far from perfect. Like many 
other state firms, it has problems with 
unions (in November the oil union held a 
strike for higher wages). Nevertheless, its 
plans for boosting its oil output are far 
more plausible than those of the Mexican 
firm. In fact, PDVSA's bosses are the real 
heirs to the nationalists who first seized oil 
from western companies. They have under- 
stood a shift ofhistorical proportions in the 
oil industry: once foreign oil firms did the 
exploiting, now the foreigners are ripe for 
exploitation themselves. 
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LITTLE COUNTRIES 





There it is, a complete sovereign state, its own president and Supreme Court, rich as Croesus: meet Nauru 





Sma 


| but perfectly formed 


There are more countries in the world than there ever have been before. So is it 
better nowadays to be a small nation than a big one? 


CELAND is an oddity. With a population 
of just under 270,000, it is easily the 
smallest member of the OEcD. It has about 
as many people as Louisville, Kentucky, but 
rather fewer than Tampa, Florida. Yet it has 
all the trappings of a modern state: its own 
language, currency and central bank, an 
airline and ambassadors, and a fine body 
of literature (a millennium old, some of it). 
This miniature nation is also a symbol of 
the future. For not only are there many 
more countries today than there were at the 
start of the 20th century; the forces of frag- 
mentation are growing. The world of the 
next century will have many more Icelands. 
The explosive growth in the number of 
independent countries in the past 50 years 
means, as Alberto Alesina, a Harvard eco- 
nomics professor, points out, that half of 
the world's countries now have smaller 
populations than the state of Massachu- 
setts.* Yet this growth has taken place at a 
time when many parts ofthe world seem to 
be trying to band together to capture the ad- 
vantages of scale, such as the single market 
and the common currency that Europe 


* Many of the points in this article come from work by 
Professor Alesina and his colleagues. “On the Number 
and Size of Nations”, written with Enrico Spolare, ap- 
peared in the Quarterly Journal of Economics, November 
1997; “Economic Integration and Political Disintegra- 
tion”, written with Mr Spolare and Romain Wacziarg, was 
published by the National Bureau of Economic Research 
in September 1997. 
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aims for. What does that say about the costs 
and benefits of size? And do the main ad- 
vantages of size—security and a large do- 
mestic market—count for less in a world of 
increasingly liberal trade and technologies 
that largely overcome distance? 


Chips off the old blocks 


Small states are nothing new, of course. The 
city-states of ancient Greece had popula- 
tions smaller than Iceland’s today: Athens, 
at its peak in the age of Pericles, had per- 
haps 200,000 people, slaves included. Re- 
naissance Italy was also a world of tiny city- 
states: Florence, that cradle of so much art, 
had some 70,000 citizens in its heyday; 
Venice, the Hong Kong of the medieval 
world, had 115,000. 

But small states went out of fashion in 
the 19th century’s rash of national take- 
overs and mergers. Italy was unified in 
1861, Germany a decade later. Britain, 
France, the Netherlands and others busily 
assembled empires. The pundits of the day 
took a dim view of the “small is beautiful" 
school of political theory: according to the 
late Eric Hobsbawm, a British historian, the 
“Dictionnaire Politique” of Garnier-Pages 
averred in 1843 that it was “ridiculous” for 
Belgium and Portugal to be independent, 
because they were too small to be economi- 
cally viable. Giuseppe Mazzini, one of the 
fathers of a unified Italy, thought that a 
dozen states were quite enough for Europe. 


He dismissed the nationalism of the Scots, 
Welsh and Irish on the ground that their 
economies were too small to go it alone. 

At the outbreak of the first world war, 
only 62 independent countries existed in 
the entire globe. The past half-century has 
seen the number grow from 74 in 1946 to 
193 today. The upshot has been the creation 
of many more small states. Thanks to the 
simultaneous growth in the total world 
population, the average population of a 
country has not declined greatly: it is down 
from around 32m in 1946 to 29m today. 
But it is the Icelands that have proliferated: 
all told, 87 countries have populations of 
under 5m; 58 have fewer than 2.5m people; 
and 35 have fewer than 500,000. 

Why the growth of the minis? The main 
country-creating force has been the end of 
colonial rule—above all in sub-Saharan Af- 
rica, which now has 48 independent states, 
more than any other continent. Between 
1960 and 1964, 25 new African countries 
came into being. A second force has been 
the collapse of the Soviet Union. Not only 
has that ex-union itself split into 15 separate 
nations. In east-central Europe Slovaks se- 
ceded from Czechs, and the former Yugo- 
slavs have become five independent states. 
True, the two Germanies reunited, but Eu- 
rope as a whole went from a continent of 32 
countries to one of 48. 

Nor does smaller generally mean 
poorer. Countries with big populations are 
often politically powerful, but they are not 
so cften prosperous. A glance at a league ta- 
ble of Gpr per head reveals a striking short- 
age of very large countries, and even of mid- 
dling-large ones, among the names at the 
top. Of the ten countries with populations 
of over 100m, only the United States and 
Japan are prosperous. Of the rest, India's 
economy is dwarfed by that of the Nether- 
lands (15.5m people); the economies of Ni- 
geria and Bangladesh are much the same 
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whose aD» per head is highest when mea- 
States and Japan is Belgium. - 


chasing-power terms, Luxembourg. (popu- 
lation 400,000) has. the world's highest 
GDP per head, and the 8,000-odd citizens 
of Nauru, arguably: the world's smallest 
country, have a GDP per head that matches 
fairly well-to-do countries such as Portugal 
or South Korea. Nauru is a Pacific island 
ec ly of phosphates. 

:some. wonder, that small 






ster than big ones? "Look at Sin- 
gape” g / says, Kenichi Ohmae, a 
Japanese management guru who 
wrote “The Borderless World”, de- 
. Scribing the increasingly inter- 
= linked world economy. “Three 
million people, without their own 
sources of food or water, have 
grown from a per capita GDP of 
$1000 at independence to 
$24,000 today, and are host to 500 
multinationals. What matters is 
~ leadership and vision. A country 
o with more than about 10m-15m 
. people, and especially one with a 
centrally controlled economy, 
faces management complexities. 
And, like a big company, it may 
simply be too la rge to be nimble.” 

Even if large size is not actually a handi- 

cap, it brings fewer benefits than it once 
.. did. And, today, the drawbacks of being 
- small are shrinking. 


The small case for being big 


Bigness gives you clout. A small state may 
enjoy a seat at the United Nations, but not 
in the Security Council or the Group of 
Seven, the rich-world club. Pakistan has an 
economy less than halfthe size of Norway's, 
but its bigger army gives it a louder voice. 
. And the security that size brings you is not 
. justofthe military sort. A large economy is 
^. better placed to absorb shocks in different 
^. Tegions, If an oil-price collapse throws 
=- Texas into recession, California and New 
(0o. York may still boom. Not only can national 
-« taxes provide a regional insurance fund; 
> unemployed Texans can easily move to 


hese benefits, though, may be 
more nt than real. In many coun- 
» tries a a lot of people care more about pros- 
.perity than. about standing tall in the 
"world. And the optimists argue that mili- 
tary security matters less now that two su- 
. perpowers no longer glower at each other 
across the world. Anyway, if things go 
: wrong, small: countries (think of Kuwait) 
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"iat: | n) Straight ` 
“dollar c GDP comparisons have shortcom- E 
ings, of course. But of the ten countries 


sured in terms of purchasing power, the _ 
most populous apart from the United n 


Of course, many small nations are poor. 
But littleness is no barrier to wealth: in pur- 


mall companies, can grow - 


As for insurance against regional eco- 
nomic shocks, that is fine if the shocks are 


. temporary. But many regions on the receiv- 
ing end of such insurance are more like 


southern Italy: permanently on the receiv- 
ing end of transfers from their wealthier 
countrymen. That creates a regional wel- 
fare dependency, and resentment. Profes- 
sor Alesina points to his native Italy: "In 
the early years after the war, migration 
from the south to the north helped growth. 


But for the past 20 years the south has 
-stopped catching up with the north. It is no 


longer clear whether the financial transfers 
from north to south are beneficial to the 
south's economy or harm entrepreneur- 
ship and growth." Small countries have to 





be more self-reliant, and build their own 
barriers to outside shocks. 

Admittedly, bigness brings certain ef- 
ficiencies. Most obviously, a large market, 
undivided by customs duties and united 
by a single set of standards and of cultural 
tastes, allows economies of scale such as 
large production runs. This is the advan- 
tage of the United States that inspired Eu- 
rope to try to weld a single market out ofthe 
European Economic Community. 

But this benefit has dwindled as trade 
barriers have come down. As John May- 
nard Keynes pointed out in "The Eco- 
nomic Consequences of the Peace": 

In a regime of Free Trade and free economic in- 
tercourse it would be of little consequence that 
iron lay on one side of a political frontier, and 
labour, coal, and blast furnaces on the other. But 
as it is, men have devised ways to impoverish 
themselves and one another; and prefer collec- 
tive animosities to individual happiness. 


The ideal size for a market would be the 
whole world. While trade barriers were 
high—between 1918 and 1939, for instance, 
when few new countries were born—a large 
country was the best approximation to a 
global market, and so size was a source of 
economic strength. Now, markets are more 
open and technological changes have cut 
the cost of transport and of conveying in- 


can sometimes hitch a inde to security yon -& fi 
the tailcoats of bigger, better-armed powers. 


Small countries: have been the bigges 
beneficiaries of freer trade. That is hardly 
surprising: small countries are big traders 
Professor Alesina, in an article written wit 
Romain Wacziarg, suggests that popula 
tion explains a third of a country’s open: 
ness to trade (trade relative to GDP). A de 
tailed study, of 127 developed anc 
developing countries by the World Trade 
Organisation (wro), finds a clear relation 
ship between the size of a country and it: 
openness to trade. And work by the Com 
monwealth Secretariat on the smalles: 
countries—those with populations of un 
der 1m, which account for 22 of the Com 
monwealth’s 54 members—shows thai 
their ratio of i imports to GDP, at around 
60%, is three times the typical ratio fot 
developing countries. — 

Trade allows small countries 
the luxury of specialising. That can 
bring vulnerability: the smallest 
states often rely on one or two 
products for the lion's share of 
their exports. If those products are 
raw materials, they may run out— 
as Nauru's phosphates are likely to 
do early in the next century, leav- 
ing it with lots of dead coral and 
little else. If they are foodstuffs, a 
hurricane may blow away half a 
year’s exports overnight. 

Small home markets bring an- 
other weakness. Since trade deals 
are done on the most-favoured-na- 
tion principle, and a concession to 
one partner has to be extended to every 
other, small economies have no bargaining 
clout. "If a small country with a big foot- 
wear industry offers to open its entire do- 
mestic market to the United States in ex- 
change for a zero tariff on its footwear 
exports," says Patrick Low, chief economist 
at the wro, “the United States has little in- 
centive to agree, because it would then have 
to open its footwear market to everybody 
else." This helps to explain why small coun- 
tries are often keen on trading blocks. A 
study last year by Maurice Schiff of the 
World Bank found that it was better for a 
small country to join a large trading block 
than for a big one to join a small block.» 

In general, specialising is likely to bring 
efficiency. Icelandic fishermen, says Mr 
Ohmae, are ten times as efficient as their 
Canadian counterparts, mainly because 
their government cannot afford to cosset or 
subsidise its fishing industry, as a country 
with a more diversified economy might do: 
“Canada is now a net importer of fish,” he 
points out. And openness to trade brings 
prosperity. It may be precisely because their 
smallness forces small countries to open 
their markets that they have so often pros- 
pered more than larger countries which 
turn their backs on the global market. 

Small countries have also been big 
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extra costs of communicating over long dis- 
kances. One sign is the proliferation of In- 
ternet host computers in small, rich coun- 
ries: of the ten countries with the highest 
«atio of Internet hosts to population, seven 





have populations of less than 9m (and Ice- 


land is second from the to! 
Some small countries 





earners, sometimes in slightly sinister 
"ways: as havens for on-line gambling or un- 
regulated financial transactions, or for elec- 


tronic porn. Indeed, the growth of tele- 


phone sex chat has been a boon to midget 
countries. such as Moldova, Guyana and 
the Netherlands Antilles. Their short dial- 
ling codes mean that the punter may think 
he is dialling a domestic long-distance 
number rather than making an expensive 


international call. In 1993 Guyana's reve- 


nue from telecommunications traffic came 
to a startling 40% of national GDP. 

- Electronic activities of a more conven- 
tional sort may eventually become the 
naii tays of many small countries. The 
fastest growing bits of modern economies 
ar ethe“ ‘weightless” ones such as financial 
services, software and data processing, 
where distance i is relatively unimportant. 














pleasures of homogeneity 


countries have some other apparent ad- 
‘vantages over small fry. A large population 
ol taxpayers can. share the cost of public 
goods such as roads, a telephone network, 
defence and civil servants. As Donald 
tman of the University of California at 
ruz noted some years ago, the most 
size for a centrally planned econ- 
omy, with its hefty government, may be 
larger than that of a capitalist country. 
"Work by Professors Alesina and Wacziarg 
confirms that small countries tend to have 
bigger governments, and bigger govern- 
l ment consumption, as a share of GDP. 
~ But being able to spread the costs of gov- 
‘ernment could have drawbacks. People 
may feel unhappy about having to share 
the cost of policies with other people whom 
they dislike; government may seem unac- 
countable and remote. Thor Sigfusson, an 
adviser to Iceland’s finance ministry, who 
has written a book on “The Ministate in 
Turbulence”, argues that small countries 
may suffer more than large ones from an 
old boys’ network: their senior politicians 
and businessmen have often known each 
other since nursery school. But a miniature 
bureaucracy may intervene less because it 
simply does not have a big enough staff to 
draft the regulations. 

Bigness brings other efficiencies. Ice- 
landers grow up talking a language spoken 
by 0.005% of humanity. That has costs for 
education (and the second language taught 

at Icelandic schools is Danish, tongue of a 
„mere 5.2m people). It has costs for publish- 












E ECONOMIST JANUARY 3RD iyi 


beneficiaries of technologies that kill the - 


me elec- | 
tronic communications into big revenue - 





ing and entertainment, too: Iceland pub- 
lishes more book-titles per head than any 
other country—the result of being a tiny 
countty with a unique language. One pub- 
lisher, Benedikt Johannesson, puts the eco- 
nomic cost of Iceland's language at about 
16 billion Icelandic kronur, 3-3.5% of GNP. 

Set against this, though, is the clear need 
to learn another language early on: "In 
some ways," says Markus Moller, an econo- 
mist at Iceland's central bank, "it is simpler 
to accept from the start that your own lan- 
guage is going to be insufficient. The neces- 
sity of speaking English is unquestioned in 
Iceland, and there is a widespread accep- 
tance of the usefulness of learning foreign 
languages." Citizens of small countries are 
generally more polyglot than those of large 
ones. And, with English as an increasingly 
global language, more and more people 
have to invest in learning it, however many 
people share their native tongue. 


When small is beautiful | 

As the advantages of being large diminish, 
the attractions of being small increase. As 
Professor Alesina puts it, "You trade off 
economies of scale against a desire to share 
your country with people you like.” Large 
countries are usually ethnically and cultur- 
ally diverse(Japan, a rare economic success 
among giants, is an exception). 

Small countries tend to be ethnically 
homogeneous, and independence move- 
ments from Quebec to Catalonia feed at 
least partly on a desire for cultural or racial 
exclusivity. A global move to democracy 
may indirectly encourage separatism: de- 
mocracies could find it harder than dic- 
tatorships to balance the demands of mi- 
norities against the majority. As Professor 
Alesina says, "Trade liberalisation and po- 
litical separatism go hand in hand ... In a 
world of free trade and global markets, 
even relatively small cultural, linguistic or 












































Old Greece didn’t need lots of people — 


ethnic groups e | 


Small countries will seek t : 
tages of size by joining intera dana clubs, 
where they often have a lot of influence. . 
Even when the rules are not one country, 
one vote (as in the Eu, where big countries ~ 
have more votes than small), voting rights 
are never proportionate to a members : 
population: in the EU Council, Germany ~ 
has ten votes and Luxembourg two. i 

Can big countries, threatened from > 
above by the proliferation of global clubs _ 
and from below by regional separatism, ac- 
quire any of the strengths of the small with- 
out wholesale dismemberment? Back in Ja- 
pan, a highly centralised big country, Mr. 
Ohmae is promoting the concept of the 
doshu republic; a do is a regional unit the 
size of Kyushu or Hokkaido. “I want to di- ` 
vide Japan into 11 regions, reducing the role _ 
of central government to diplomacy, cens | 
tral banking and co-ordination” = =~ = 

Big countries, he argues, must learn to 4 
emulate big companies like ABB, a Swedish- 
Swiss multinational with a highly decen-. 
tralised structure. In other words, they must =- 
allow as much regional autonomy as possi- 
ble. The United States can defy the norm, he 
says, and flourish in spite of its size, be- 
cause of Washington’s weakness and the 
power of the states; Massachusetts has little 
incentive to go it alone. 

Elsewhere, separatists will take hope.In 
the past, they rarely thought much about |. 
the economic consequences of opting for. 
independence. Now, as their supporters 
grow richer, they are likelier to vote fror 
the pocket rather than from the heart. But 
today the costs of going it alone are proba: 
bly smaller than they have been for atl 
the past couple of centuries. Freedom ho! | 








Local Strengtl 


UNITED KINGDOM 





9 


MITSU 


re 
=Billiton 


Billiton Pk 


KUNCOKLJ 
Mitsui Mining and Smelting 


Company, Limited 
USS1,588,000,000 


Placing of 
141,250,000 Ordinary Shares 
and Admission to listing on the 
London Stock Exchange 


¥15,000,000,000 


0.25 per cent. Convertible 
Bonds duc 2001 


Robert Fleming & Co. Limited 


Robert Fleming & Co. Limited 





JAPAN INDIA ANKA 


SRI I 
7! N D B 
OV | Achiever Bank 


National Development Bank 
of Sri Lanka 


USS75,000,000 


International Offer ol 
16,500,000 Shares by the 
Secretary to the Treasury of the 
Government of Sri Lanka 


Videsh Sanchar Nigam 
Limited 


US$526,554,000 


Ollering ol 
$7,500,000 
Global Depositary Receipts 


Jardine Fleming lardine Fleming 





"aliburg Finance 
(C.B. 2002) Limited 


Inner Mongolia Vital Coal 
Company Ltd 


USS67,611,800 U85210,000,000 


Zero Coupon Guaranteed 
Convertible Bonds due 2002 


International Placing of 
166,000,000 B Shares 


Jardine Fleming 


Jardine Fleming 





GD A 


Guangdong Investment Min Xin Holdings Ltd 
Finance (Cayman) Limited 


US$130,000,000 HKS342,640,800 


| per cent. Guaranteed 59,076,000 Shares 


Convertible Bonds due 2002 
lardine Fleming 


5 


Lai Sun International 
Finance (1997) Limited 


lardine Fleming 













[= 
wI 
Nam Fong International 
Holdings Ltd 
US$150,000,000 HKS979,200,000 


| per cent. Convertible 
Guaranteed Bonds due 2002 


New Issue and Placing of 
$40,000,000 Shares 


Jardine Fleming 


tti 


Ryoden Development Ltd China Merchants Hai Hong 
Holdings Co Ltd 


Jardine Fleming 







HK$378,000,000 HKS237,459,200 


160,000,000 Shares 74,200,000 


Ordinary Shares 


Jardine Fleming Jardine Fleming 





e 


China Travel International 
Investment Hong kong Ltd 


GD 


Guangdong Tannery Ltd 


HKS1,512,000,000 HKS 138,600,000 


420,000,000 
Ordinary Shares 


44,000,000 Shares 


lardinc Fleming 


Jardine Fleming 





- " 
Li Á 


FANGDA omc 
Shenzhen Fangda Co Ltd FPB Holdings Ltd 


HKS255,000,000 HKS175,000,000 


10,000,000 Shares 15,750,000 Shares 


Jardine Fleming 


Jardine Fleming 





CONCH 


Anhui Conch Cement 
Co Ltd 


GD 


Guangdong Brewery 
Holdings Ltd 


H KS5630,000,000 HR58523,080,000 


$50,000,000 Shares 61,000,000 


H Shares 
Jardine Fleming 
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Sino Land Company 
Limited 


lardinc Fleming 





USS145,000,000 


| per cent. Convertible 
Bonds due 2002 


Jardine Fleming 





POLAND 


ee 430 percent: Conv HH 
di Pe due 2002 WT 


: Rs LS eiat AH discite di 


Robert. Heming & Co. Limited 


ing Ah Construction 
ustrial Co., Ltd. 


Us$100, 000, 000 : 


0.25 per cent. Conver tible 
Bands due 2007 


of Hering M 
— 3,000,000 | 
Global De positary Reccipts 


^o Robert Fleming & Co. Limited 


Anam Industrial Co., Ltd. 


US$100,000,000 
Offering of 
i 25,172,840 
G lobal Depositary Receipts 


Jobat Lead Ee BRICE d ud Peska heP? 


Jardine Fleming 


US$350, 000, 000 


Offering of. 
2 per com, E 
Convertible Cumulative. 
Preference Shares 2002 


fair £a is n 
Robert F eae. Er Ce 0. V; Anti 


PHILIPPINE 


HAN K ENG POOR PORATION 


U8$267,910,870 


International Offer of 
62,172,820 Shares” 


" tote : 
DU] COOWIPEHPEUSNI 


Jardine Fleming 


Jardine Fleming . 


Bookrunner: 37 issues 


Joint or Co- -Lead Manager: 32i issues 
Co Manager: 49 issues. 


Raising over US$19 vica. 
from 27 countries — 


| Jardine pining - 


; The | Leading Edge in in | Asia-Pacific 


sold tre the DIREO ARUGA or to LS qaersans Pies eiinouituee 


enr ax a oar oi 


Jardine Fleming. oo 








— This announcement appears as a matter of record only 
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USS 75,000,000 


Revolving Term Loan. 










"Arranged ad provided by. 
Barclays Bank 1 PLC. 
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ANGKOK, JAKARTA AND SEOUL 


iy just begun 


— €€"T^HE way out", said the sage Confu- 
| cius in one of his flashes of bril- 
"dj lianes, “is through the door. Why will no- 
~ body use this method?” Ifonly exiting from 
risis were so simple. 
Six months of currency and stockmark- 
cet turmoil have left plenty of Asia's finan- 
: cial institutions technically bankrupt. But 
irdly any have been liquidated. In Thai- 
- land, Indonesia and South Korea, the 
- threat of national insolvency has required 
. huge international rescue attempts led by 
"theiMr. Governments have had to concede 
















that many lenders, insurers and stockbro- 
-kers are insolvent and will have to be 
_ closed down so they can rehabilitate the 

rest. The trouble is, nobody is quite sure 


- «how all this is to be done. While foreign 
- banks this week agreed to give South Korea 
extra time to repay its short-term foreign 

: debts, the process of cleaning up shattered 

financial systems has barely begun. 

/.'' There is basic agreement about some of 
the steps required. The assets held by de- 
funct institutions will have to be sold. The 

survivors will have to raise more capital, 
merge, or find a foreign owner—or perhaps 

J. acombination ofall three. But it is not easy 
 toseehow to get from here to there. Foreclo- 
= sure procedures are labyrinthine almost ev- 
- -erywhere in Asia, making it hard to liqui- 
` date assets. Currencies are still bouncing 
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ia picks up the pieces 


tatg, 


ler six months of mayhem, the job of rebuilding shattered economies has 


around, hampering foreigners efforts to 
value potential investments. Legal obsta- 
cles to foreign ownership of banks and 
property are only in the process of being 
lifted. Some governments prefer to rescue 
the politically well-connected from insol- 
vency. And everywhere the volume of bad 
debts is simply huge. 

To appreciate the scale of the difficulty, 
consider Thailand. In December the gov- 
ernment announced that 56 finance com- 
panies would be closed down. Their assets, 
totalling 930 billion Thai baht (about $20 
billion), are supposed to be segregated into 


 thegood-—loans being serviced on time, for 
_example~and the bad, such as empty office 
< blocks. The good assets are to be disposed of 


*as soon as possible", according to Thai- 
land's agreement with the Imr, and the rest 
will be flogged off “by the end of 1998". But 
to whom? And at what price? 

According to estimates by Jones Lang 
Wootton, a firm of property consultants, as 
much as 300 billion baht of the defunct fi- 
nance companies’ assets are backed by 
land and buildings. This does not count the 
enormous volume of property owned by 
banks and finance companies that are still 
in business. The firm says that in recent 
years, in a booming economy, total tra nsac- 
tions averaged about 25 billion baht annu- 
ally. If even a small portion of this real es- 








































eae still | operati ng 
down the value of their: d 
again, risking new insolvencies. L 

The government is alert to the dange 
and says it will do its best to stagger tk 
pain. World Bank officials, hov 
that a “fire sale" may be bette 
ternative, which could be no 
a prolongation of financial agony | 
years. With such volumes overhangi 
market, why would investors buy no 
cept at distressed prices? The Thais “v 
lcse value [in a fire-salef’, says one ec 
mist, “but not destroy it” 





See you in court 


Other obstacles stand in the way of rë-estal 
lishing a market: Foreigners are still not 
lowed to own more than a minority sha 
in Thai property, and are anyway lik 
keep their hands in their pockets as longas 
the baht remains vulnerable to downw 
lurches. Nor is all this property imme 
ately available to come under the auction- 
eers hammer: the developers who. prom- 
ised it as security but have stopped paying 
back their loans are not all going meekly to 
surrender it. Knowing that bankruptcy and. 
foreclosure procedures are cumbersome- 
and time-consuming, many will prefer to. 
see their creditors in court. i 
» Ammar Siamwalla, an economist at the D 
Thailand Development Research Institüt 
a think-tank, says that since foreclosur 
der existing laws takes three years, wl 
needed is a “kangaroo court” that w 
able to resolve the disputes. At th 
Bank, where officials concede that 
promulgated bankruptcy law wil 
much, they speak more euphemistically of 
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“extra-judicial procedures". 

Thailand's system has been especially 
averse to bankruptcy in the past. But the dif- 
ficulties it faces in liquidating so many bad 
assets are shared elsewhere, notably in 
South Korea and Indonesia. Indeed, in hav- 
ing put in place the structure for a massive 
liquidation, Thailand may be closer to end- 
ing its nightmare. In Indonesia, 16 (out of 
about 240) banks were shut to win ap- 
proval for a loan from the 1Mr. But when 
one controlled by a son of President 
Suharto promptly reopened in a new guise, 
the government's commitment to a clean- 
up was cast into doubt. It did not help 
when a court, on December 3oth, allowed 
another suspended bank, run by the presi- 
dent's half-brother, to reopen pending in- 
vestigations. On December 31st it was an- 
nounced that four state-owned banks 
would merge, with a new government com- 
pany taking over their bad debts. 

In South Korea, it is not even clear 
whether the 14 merchant banks whose op- 
erations were suspended last month will be 
shut down for good. So far only two invest- 
ment banks have been ordered to fold, and 
the closure ofcommercial banks is still seen 
as unthinkable. On December 29th the Na- 
tional Assembly passed 18 financial-reform 
bills, including one establishing a new su- 
pervisory agency. As in Thailand, commer- 
cial banks' bad loans—estimated conserva- 
tively at $20 billion—are to be bought at a 
discount by an asset-management corpora- 
tion. As in Thailand, nobody yet knows 
how big that discount will have to be. 

The difficulty in putting a price on any- 
thing in a collapsed market is also hamper- 
ing efforts to bolster banks with foreign 
capital. In Thailand, a radical measure al- 
lowing foreigners for the first time to hold 
the majority of shares in a Thai bank has 
had a slow response. The Development 
Bank of Singapore has agreed terms for the 
purchase of Thai Danu Bank, and Citicorp 
is investigating a proposed purchase. No 
other deals have yet gone through. Citi and 
its American rival, Chase Manhattan, are 
also rumoured to be interested in taking 
over Korean commercial banks. But even 
the newly revised banking act allows for- 
eigners to own no more than 10% of a bank 
without special approval. Rigid labour 
laws are a further deterrent: the National 
Assembly this week refused to make it eas- 
ier for insolvent banks to lay workers off. 

Malaysia will face similar hurdles. The 
country is much less dependent on foreign 
debt, and so has managed to avoid going 
begging to the IMF. But curbs on bank lend- 
ing, imposed in December, have left com- 
panies desperate for money. This threatens 
to bring about the collapse of the property 
market and an ensuing cycle of banking 
distress. In preparation the central bank is 
preparing to force bank mergers, having for 
years failed to persuade banks to merge by 
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asking them nicely. 

Without massive injections of foreign 
capital it is hard to see how Asia can restore 
solvency to its banking systems, let alone 
ease its liquidity crunches. While default 
looms, the resolution of domestic debt cri- 
ses seems à secondary issue. But it is, of 
course, the other side of the same coin. 

There are two recent models for dealing 
with such disasters: the American savings- 
and-loan debacle of the late 1980s, and the 
bursting of the Japanese bubble economy 


at the turn of the decade. Both were pro- 
tracted and messy. But the American exam- 
ple, painful as it was for the many institu- 
tions closed down, has at least left a healthy 
financial system. Japan preferred to avoid, 
as long as possible, facing up to the extent 
of its bad-debt problem. And, as Asian bor- 
rowers know when they beg Japanese bank- 
ers to renew their loans, their troubles, like 
the poor, are still with us. As Confucius, 
among others, also said: study the past if 
you would divine the future. 





Small banks in America 


The value of good housekeeping 


GRANITE FALLS, NORTH CAROLINA 


In the age of the megabank, being small can be very profitable 


ITH America's banks showing no 

sign of curbing their urge to merge, it 
is tempting to conclude that size and suc- 
cess go hand in hand. Tempting but un- 
wise, especially with people like John 
Forlines around. 

Even in Granite Falls, a town of 3,253 in 
the hills of western North Carolina, Mr 
Forlines’s bank is no colossus. Three of 
America's biggest financial institutions, 
NationsBank, First Union and Wachovia, 
have offices in the area. Yet year after year, 
Bank of Granite, with only 12 branches and 
$550m in assets, puts its big-city brethren to 
shame. Since 1954, when Mr Forlines, who 
turns 80 next week, joined as chairman, 
Bank of Granite has raised its dividend 
payout every year. At 2.7%, its return on as- 
sets is a full percentage point over that of 
the average commercial bank. The shares of 
most of America's banks have done well in 
recent years, but the shares of Bank of Gran- 
ite have left them in the dust (see chart on 
next page). 

How to explain this edge? It is certainly 
not the result of heady expansion (the bank 


Mind the carpet 


has never made an acquisition) or ad- 
vanced computers (branch technology is 
basic). As Mr Forlines tells it, success comes 
from following the basic rules of small- 
town banking: keep it cheap, motivate em- 
ployees, and treat customers like humans. 

Cost control, it seems, comes naturally 
to Mr Forlines. The chairman keeps an eye 
even on the smallest purchases, to the point 
of telling a branch employee to look into 
repairing a tattered carpet rather than re- 
placing it. A tight rein on hiring means that 
Bank of Granite has two-thirds as many em- 
ployees per dollar of assets as the average 
small bank, with many wearing several 
hats. The bank did recently buy advice 
from consultants, but only to help cut utili- 
ties bills. The result ofthis parsimony is that 
costs consume only 32% of income, half the 
figure for many of America's big banks. 

Mr Forlines inspires loyalty as well as 
leanness. He likes to promote from within 
the 170-strong “Granite family”, so there are 
plenty of stories like that of Pam Harwell, 
who joined as a teenage book-keeper in 
1971 and now runs a large branch. Another 
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ion is a profit-sharing scheme that 
a) ving or retirement. Last year 
im. equivalent to 15% of salaries went 
to the pot. 

s And then there is old-fashioned service. 
ustomers are greeted by name and get an 
itation to their local branch's annual 
tmas buffet. They also get a say in the 
unning, thanks to regular Cus- 
Satisfaction Days, when clipboard- 
ielding employees ask how service could 
e improved. While many banks now push 
mers to use cash machines or bank by 
ther than visiting the office, Gran- 
s furnished some of its branches with 
fas and armchairs for that homely feel. 











| (now your market 
one of this would benefit the bottom line 
if Bank of Granite had not carved out a nar- 
‘row but well-defined niche. Its depositors 
mosty older folk (“the ones with all the 
oney," says Mr Forlines). Loan customers 
Yostly medium-sized local businesses, 
ich might be too small to get much atten- 
on from a bank with national aspirations. 
~ Smaller companies with fewer choices, of 
course, must pay a bit more for their 
money: Granite’s average loan margin—the 
fference between the interest it pays de- 
- positors and the interest it collects from 
d borrowers—is 5%, a full percentage point 
_over the industry mean. | 
^. The bank keeps its risks under control 
“by selling off mortgage and credit-card re- 
- ceivables to bigger institutions. Bad loans 
stand at a mere 0.3% of the total, because 
“retrieving debts can be easier in a small 
town than in a big city. "You'd be surprised 
- what you can recover by tugging at a bor- 
F rowers conscience,” Mr Forlines says by 
. way of explanation. The bank can also 
thank its connections and its rivals’ mis- 
takes for its success. It has set up advisory 
boards in the towns around Granite Falls, 
made up of local dignitaries who help it to 
find worthy borrowers. And Mr Forlines is 
~ able to poach customers from banks which 
© have faced difficulties maintaining good 
: service in the wake of repeated mergers. 
—.. Small need not mean backward. Earlier 
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bought a cheque-scanning machine to cut 
processing costs and help with marketing. 


The bank has also introduced 24-hour — 


phone banking to lure younger customers, 
and has started to diversify into leasing, in- 
surance and annuities. Fees from such bust- 
nesses grew by 50% last year. 

Will these initiatives ensure continued 


success? Banking rivals pose a threat. In the - 


past year, two start-up banks have opened 
nearby, hoping to replicate Bank of Gran- 


ite's success. First Union and NationsBank, - 


“Giants is an no o threat to America E 


this year Granite set up an Internet site and 3 
bos breed of Agni ie id serves as "d 


















both based 60 miles away in Charlotte, are RANKFURT o 


also eager to expand their local market 
shares. These huge institutions offer a pal- 
ette of products—shares, bonds, mutual 
funds—that are beyond Bank of Granite's 
reach. For now, many small-town savers 
still prefer to park their money in insured 
accounts with local banks. But as they be- 
come more aware of alternatives offering 
higher returns, small banks will come un- 
der pressure to give them a better deal. 
Still; Bank of Granites competitors 
have their work cut out. Mr Forlines shows 
nosign ofcutting back on the 60-odd hours 
he works each week, much of it spent zip- 
ping from branch to branch in a Buick 
equipped with a radar detector. When, or if, 
he does eventually retire, the bank will be 
in safe hands: those of his 62-year-old chief 
executive, Charles Snipes, who is said to be 
even more frugal than his boss. Bank of 





NLIKE most continental Europe- 
| ans, the Dutch are good at creating 
| jobs. Thanks to strong growth and cuts in 
|. payroll taxes, their unemployment is at a 
|. five-year low of 5.2%, under half the 10.7% 
| rate in the European Union as a whole. 
| But the Dutch government is not resting 
| on its laurels. It plans more job-creating 
| taxcuts. 

After a fashion. A new government 
white paper calls for slashing the value- 
added tax on certain labour-intensive 
services from 17.5% to 6%. The idea, ap- 
parently, is that lower 
prices will encourage ele- 
gant ladies to sport a chi- 
gnon one week and a bee- 
hive the next, while those 
down at the heels might 

|, decide to have their shoes 
| repaired more frequently. 

| Presumably, if this 
novel scheme is success- 
| ful Dutch tailors will soon 
be plucking people from 
the dole queues to cope 
| with a rush of alterations. 
| Theoverall impact on the 


pumped. £35 "billio 





The Dutch model (cont'd) 






















































members’ pockets: las 
South Africa, Swi 
dezens of mutual ba: 
quite large, have tu 
owned institutions. Bu 
mutuals make up 
and insurance busir 
proper word for. “c 
may be about to cha 
For the record, the boss | 
mutual finance businesses say ‘that flew ig 
shares is not even worth thinking about: 
“Inconceivable,” snorts Eberhard Hein 
the head of a big co-operatively-owned 
bank, wGz. Curious, then, that one of Ger 
many's largest management consultancies 
has just completed a confidential study of. 


labour market, alas, 1s not so clear-cut 
Clothes boutiques might end up layin 
off staff if people choose to have vintay 
garments mended instead of rushing oi 
to buy the latest fashions. Shoe stores 
could also suffer as boots are resoled 
rather than replaced. And some jobs | 
wculd be lost elsewhere, as the Dutch - 
government plans to raise other taxes to. - 
make upforthelostrevenue. — . 
In reality, little of this will happen. 
The demand for services such as haircuts 
is relatively insensitive to price changes; 
a couple of guilders off | 
will not trigger a surge in - 
demand. Most of the tax. 
cut is likely to end up in. 
the pockets of the people . 
who are providing the fa- .- 
voured services now, who- 
will enjoy higher profit- 
margins. But these short- - 
comings do not appear to . 
bother the European - 
Commission. Desperate: 
to create jobs, it wants tc 
set up similar - pilot 
schemes across Europe. | 
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Mutual fellowship 
the practical and legal aspects of 


demutualisation of financial firms. Curi- 
ous, too, that a recent seminar on the sub- 
ject by Deutsche Morgan Grenfell, an in- 
vestment bank, attracted scores of 
attendees from mutual insurers. “They say 
it isn’t an issue—but they all turned up 
nonetheless,” says one of the organisers. 

With nearly 14m members and 20,000 
branches, the 2,500 or so co-op banks hold 
twice as much of Germany’s bank deposits 
as Deutsche Bank, Dresdner Bank and 
Commerzbank combined. Co-op banks 
typically have their roots in one town, and 
their mutual status is thus inextricably 
linked with civic pride. Commitment to 
the idea of mutuality is strong, bolstered by 
public distrust of big shareholder-owned 
companies. “We deliver more in member 
value than they do in shareholder value,” 
says One mutual insurance boss proudly. 

Why, then, the newfound, albeit 
unpublicised, interest in demutualisation? 
There are two main motives: cash-hungry 
members and cash-strapped managers. So 
far, German savers and buyers of insurance 
have hesitated to demand that their mutu- 
als issue shares. But given the rapidly grow- 
ing interest in share ownership among or- 
dinary Germans, flotation is unlikely to 
remain taboo for long. At the same time, 
ambitious managers, particularly in insur- 
ance (which is less local than banking), are 
beginning to realise that issuing shares 
would let their companies grow by buying 
rivals—and would let them offer share op- 
tions to key employees. 

Some signs of change are already visi- 
ble. R&v, the leading mutual insurer, has 
set up a joint-stock company, though not a 
publicly traded one. Another insurance 
mutual, Alte Leipziger, has organised a 
joint-stock holding company which, execu- 
tives say, may eventually be listed on the 
stock exchange. This sort of move does not 
in itself change much. But it opens the door 
to those looking for something more ad- 
venturous. In particular, the successful ex- 
ample of Swiss Life, which has seen its 
shares more than double since it fully 
demutualised last July, is giving some Ger- 
man mutual insurers food for thought. 
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The biggest changes are likely 
to come at the grass roots, espe- 
cially among wealthy but poorly 
performing local co-op banks. Al- 
though they are bolstered by 
comfy reserves, pressure for 
consolidation is growing. The 
single European currency, the 
cost of information technology 
and more demanding customers 
all mean that the co-op banks 
must compete harder. The imme- 
diate result will be more mergers 
among neighbours, such as the 
one, stimulated by bad property 
loans, between two co-op banks 
in Berlin last year. Sooner rather than later, 
however, individual banks will find that 
survival requires buying—or selling out 
to—institutions which are already owned 
by shareholders. When that moment 
comes, time spent pondering demutual- 
isation will pay dividends—literally. 





Japan's "big bang" 
Enter Merrill 


TOKYO 


HILE external political pressure is 

prising open the financial services 
industry to outsiders in South Korea, the re- 
morseless pressure of the marketplace is fi- 
nally being allowed to work much the same 
magic in Japan. Merrill Lynch’s announce- 
ment on December 25th that it would hire 
some 2,000 of the 7,500 employees of failed 
Yamaichi Securities, and acquire up to 50 
branch offices, shows just how serious the 
Japanese government is about its wide- 
ranging “big bang” financial reforms. 

A year ago, such an acquisition by a for- 
eign broker would have been impossible. 
And yet Ryutaro Hashimoto, the prime 
minister, publicly welcomed Merrill 
Lynch's action and even urged the Ameri- 
can securities firm to expand further in Ja- 
pan. This, he said, would “help revive con- 
fidence in the Japanese financial market." 

That is only one ofthe benefits. After de- 
cades of discouraging foreign financial in- 
stitutions, Japan urgently needs them to 
help clean up insolvent banks and insur- 
ance companies. Foreign cash and know- 
how have been essential in helping Japa- 
nese institutions shed their problem loans. 
Goldman Sachs, another American invest- 
ment bank, recently bought Y12.5 billion 
($100m) of bad property loans from Bank 
of Tokyo-Mitsubishi, and Merrill, Morgan 
Stanley and other foreign banks have set up 
property arms to package and resell prob- 
lem loans bought from troubled banks. 

The foreigners are not just vultures 
flocking to the fire for a quick feast. Merrill 
Lynch's move into retail broking suggests 





that foreign firms are now prepared to do 
the donkey work needed to establish a 
long-term business in Japan. Merrill tried 
before in the late 1980s, opening half a 
dozen retail branches. The venture proved 
grossly unprofitable and was closed in 
1993. Since then, the firm's Japan business 
has focused on institutional clients, such as 
pension funds. Its aggression has paid off: 
with all four of Japan's big brokerage 
houses enveloped in scandals over payoffs 
to extortionists, Merrill has become the big- 
gest trader on the Tokyo Stock Exchange. 

The coming deregulation of investment 
trusts (mutual funds) has stimulated 
Merrill's retail ambitions. The financial as- 
sets owned by Japanese households 
amount to a staggering ¥1,220 trillion, only 
3% of which are held in investment trusts. 
But when the law is changed this summer 
to allow banks and brokers to sell invest- 
ment trusts, managing people’s assets 
promises to be a hugely profitable business. 
If the Japanese start snapping up invest- 
ment trusts as eagerly as America’s aging 
baby boomers moved into mutual funds, 
an additional ¥80 trillion worth of funds 
could be sold by banks and brokers in Ja- 
pan over the next few years. 

Before Yamaichi went bust in Novem- 
ber, Merrill was talking to Sanwa Bank 
about jointly buying Yamaichi's languish- 
ing investment-trust business. Using its 
own product-development skills, Yamai- 
chis customer base and Sanwa's 400 
branches, Merrill hoped for a fast start in 
fund management. That deal may still go 
through. But the opportunity to build a full 
retail-broking business in Japan from the 
ashes of Yamaichi clearly excites Merrill 
more. The problem is how to acquire the 
bits it needs without taking on the bank- 
rupt firm's liabilities. Merrill is betting that 
the offer of a couple of thousand jobs will 
help it drive a hard bargain. 
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The flexible tiger 


oTabwan has largely escaped the mauling many Asian economies have suf- 
: fered. One reason may bet that its companies are allowed to fail 










oe A SIA’S stringof | crises s has ex- 








LX posed the i he fast growth of 
.many companies has depended critically 
“on easy money. ready availability of 


^bank loans, often extended at govern- 
-ment behest and at attractive interest 
rates, allowed Indonesia’s nascent con- 
-glomerates and South Korea's chaebol to 
| pursue market share and expand into 
- new fields without worrying about rates 
- of return. In Thailand and the Philip- 
- pines, fixed exchange rates made foreign- 
currency loans look cheap. But when cri- 
«Sis came and the easy money dried up, 
.debtladen companies were quickly 
^mired in financial trouble. Their restruc- 
-turing will entail redundancies and plant 















uation all the more serious. 






: ‘struggling, Taiwan has so far escaped 


- relatively modest decline in share prices. 
. Economic growth remains strong. Work- 
_ing out why Taiwan has outperformed its 


5 neighbours will keep economists busy for 
years to come. A light foreign-debt burden - 


j is one likely explanation. Better banking 
-regulation is another. A third probable 
se of Taiwan's success is more contro- 
- versial: by having a more flexible econ- 
-omy than some other Asian countries, 






: Taiwan may have been better positioned | 


D to withstand the storms. 
- — Exactly what does “flexibility” mean? 
| new paper*, by Bee Yan Aw and Mark J. 
Roberts of Pennsylvania State University 
< and Xiaomin Chen of the World Bank, of- 
fers a partial answer. One secret of suc- 
acess, they suggest, is that Taiwan makes it 
easy for new companies to get a start— 

and for old ones to fail. 
Start-up companies, they find, have a 
: key role in the most unlikely industries. 
_ Chemical manufacturing, for example, is 
-widely regarded as a business where the 
need for huge capital spending gives an 
advantage to big, well-established compa- 
nies, And yet in 1991, 40% of Taiwan's 
- chemical output came from firms that 
-did not exist in 1986. One-third of the 
.value of Taiwan's plastics production 
-and half its output of fabricated metal 
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-*"Firmdevel evidence on rodent differentials, 
“turnover and exports in Taiwanese manufacturing". 
 NBER Working Paper 6235. October 1997. 
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Osures, which will make the economic 

© One of Asia’s so-called Tigers, TS 
ever, has fared far better than the rest. 
-While Korea and South-East Asia are 


ith.a small currency devaluation anda 





products were also attributable to firms 
less than five years old. 

The newcomers, it seems, establish 
their place in the market by forcing old- 
timers out of business. Firms that had ac- 
counted for 58% of Taiwan's chemical 
production in 1981 had left the business 
by 1991. In other sectors—including ones 
which were expanding rapidly overall— 
the carnage was even worse. Four out of 
five firms that manufactured clothing, 
metal products, textiles and plastics in 
1981 either closed or changed lines of 
business over the next decade. 

This creative destruction spurs in- 





cumbents to stay trim and helps spread 


new skills quickly. As the successful en- 


trants tend to be more efficient than the 
firms that die, they boost productivity 
across. the economy. Between 1986 and 
1991, total factor productivity—the in- 
crease in output due to more efficient use 


of inputs such as labour and capital—in 


Taiwan's electrical-machinery industry 


rose 23.6%. Over a third of that, the re- 


 searchers estimate, came from new firms 


pushing out less efficient ones. In the 
chemicals industry, where productivity 
growth was slower, a whopping three- 
fifths of the gain was due to the entry of 
highly efficient firms and the exit of 
stodgier ones. 

These impressive figures probably un- 
derstate the impact of Taiwan’s sink-or- 
swim attitude toward business. Improve- 
ments in existing firms’ efficiency, which 
account for most of the rest of Taiwanese 
productivity growth, are in large part 
spurred by potential competition from 
new entrants and the fear of bankruptcy. 


The ease with which companies are born 
and fail is clearly one reason why Tai- 
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some other Asian countries in anoth 
important way. The Taiwanese legal sy: 
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Taiwan is by no means immune from” | 
the broader forces that have afflicted all of | 
Asia. Its stockmarket has fallen 7% since. 
October, and its currency, the New Tai- | 
wan dollar, is off 12.5% against the Ameri- .. 
can dollar. The even larger exchange-rate ` 
devaluations in countries such as South. 
Korea and Malaysia will undoubtedly. 
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WHAT WE LEARN FROM TWINS 


The mirror of your soul 


Familiar question: Are we shaped by our genes, or by what life does to us? 
Possible new answer: It isn’t as simple as that makes it sound 


ARBARA HERBERT, a former council 
worker living in southern England, 
discovered after the death of the woman 
she had thought was her mother that in fact 
she had been adopted. Among her assumed 
mother's papers, she found a name and ad- 
dress in Finland. When that produced no 
answer, she contacted the local newspaper 
in Finland. A reporter dug up 
the story. Her real mother had 
been sent to England, two 
months pregnant, in 1939. She 
had given birth, been sent back 
to Finland, and committed 
suicide at the age of 24. 

Mrs Herbert had a feeling 
the story was not over. She 
seemed to recall somebody 
saying, "There was another 
one" So she contacted Ham- 
mersmith Hospital, where she 
was born; and, sure enough, 
there had been twins. The Reg- 
istrar-General refused to help 
her contact her twin. She took 
the Registrar-General to court, 
and won. That is how she 
found her sister. 

They met at King's Cross 
station in London. "We just 
said 'Hi' and walked off to- 
gether, leaving our husbands 
standing there," says Mrs Her- 
bert. "It seemed so natural." 
Mrs Herbert is a bit fatter than 
her sister, but she can think of no other im- 
portant difference between them. Their 
intelligence quotients (IQs) were one point 
apart. They were tested again a year later; 
they scored ten points higher, but still only 
one point apart. 

Mrs Herbert and her sister Daphne are 
gold dust to geneticists. Unlike fraternal 
twins, who are the product of separate eggs 
fertilised by different sperm, identical 
twins are natural clones, produced when a 
fertilised egg splits in two shortly after con- 
ception. Such twins, when separated after 
birth, are thus a scientific experiment de- 
signed jointly by nature and by society. 
They have the same genes but have been 
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brought up in different environments. 
These curiosities are getting rarer. Until 
the 19605, twins offered for adoption in the 
West were often separated at birth, on the 
argument that two babies would be too 
much for one mother. That no longer hap- 
pens. Since only one birth in 300 produces 
identical twins, and separated pairs are in- 
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creasingly hard to find, people like Barbara 
Herbert and her sister are much sought af- 
ter by scientists eager to study the relative 
importance of nature and nurture. 

These studies provide some of the best 
clues to the question of how we become 
who we are—a question which fascinates 
people in different ways. Ordinary people 
wonder about the source of their failings 
and virtues, and would like to know 
whether they can make their children bet- 
ter, cleverer and happier than they them- 
selves have been. Scientists are gripped, 
and still largely baffled, bv how the human 
brain and personality are formed. And, in 
politics, the nature-nurture question lies at 


the centre ofthe argument about "social in- 
tervention”. If our intelligence and our 
personalities are written into our genes, 
there is not much that governments can do 
to improve us. 

Since the study of twins generally seems 
to support the nature side of the argument, 
it is triumphantly saluted by hereditarians 
as evidence for their case. “Twins have 
been used to prove a point, and the point is 
that we don’t become. We are.” So writes 
Lawrence Wright in his new book, “Twins: 
Genes, Environment and the Mystery of 
Human Identity”. The environmentalists, 
on the other hand, condemn most studies 
of twins as methodologically flawed and 
even dishonest. Actually, what such studies 
show may be more interesting and mysteri- 
ous than either side yet realises. 

It was Francis Galton, 
Charles Darwin’s cousin, who 
in the late 19th century first 
thought of using twins to in- 
vestigate the differences be- 
tween people. Galton, who 
coined the term “eugenics”, 
correctly suggested that twins 
who looked alike came from 
one egg, and that those who 
did not came from different 
eggs. From that, he worked out 
a way of using twins to esti- 
mate the impact of genes. Look, 
he suggested, at the similarities 
between identical twins and 
those between ordinary ones 
(who genetically are no more 
similar than any children of 
the same parents) Those 
characteristics which identical 
twins share more than other 
twins will, he reasoned, be 
more caused by the genes the 
pair brought into the world. 

This process, and the study 
of separated identical twins, 
are the two main ways of using twins to 
study the effects of nature and nurture. Gal- 
ton carried out the first systematic study of 
twins. The results convinced him of the pre- 
eminence of genes in human make-up. 


Eugenics in disgrace 
The idea of eugenics captivated people on 
both the left and the right of politics in the 
first half of the 20th century. Fabian social 
reformers such as Sidney and Beatrice 
Webb were delighted to think that they 
would be able to breed a better working 
class. Josef Mengele, on the other hand, 
wanted to breed a better race for Hitler. 

As Robert Jay Lifton recounts in “The 
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Nazi Doctors”, Mengele was obsessed with 
twins. When a new group of prisoners ar- 
rived in the concentration camp at Ausch- 
witz, Mengele would run out to meet them 
shouting, “Twins out!” Twins lived in a sep- 
arate block, and were allowed to keep their 
clothes and their hair. Mengele gave them 
sweets, and called them his little friends. 
He weighed them, measured them and 
logged the colour of their hair and their 
eyes. And he gave them diseases, to see how 
long they took to die. 

The Nazis’ enthusiasm for genetics did 
the subject no good at all. The left forgot it 
had ever had any interest in the matter. So 
did most academics. For a time 
it became fashionable, instead, 
to assume that people are 
chiefly the result of their envi- 
ronment, what they experience 
after they have been born. This 
rival view fitted neatly into the 
social-engineering optimism 
of most of the world’s post- 
1945 governments. 

The posthumous scandal 
over the work of Cyril Burt 
seemed to confirm this change 
of mind. Burt was the main 
proponent of hereditarian 
ideas in Britain. His evidence 
came from studies of separated 
identical twins. After his death 
in 1971, it was claimed that 
much of this evidence had 
been fabricated. His defenders’ 
attempts to rescue his reputa- 
tion have been less than con- 
clusive. At best, he was a sloppy 
scientist; at worst, a fraud. 

Still, despite its embarrass- 
ments, the hereditarian school 
began to reassert itself. In 1969 the Harvard 
Educational Review published an article 
by Arthur Jensen called “How much can 
we boost 10 and scholastic achievement?", 
Mr Jensen's answer: Not much, because 1Q 
is highly hereditary; so money spent on 
pre-school programmes for poor children 
is wasted. As Adrian Wooldridge, of The 
Economist, puts it in his book "Measuring 
the Mind”: “The hereditarians felt that the 
environmentalists had turned into a deca- 
dent establishment, smugly self-satisfied 
but intellectually sloppy.” 


Hereditarians ascendant 


The new hereditarians were assailed, in 
print and in person; but they were not 
squashed. Their research won support 
from, and gave support to, conservative 
politicians keen to roll back the costly wel- 
fare policies of the post-1945 years. “The 
Bell Curve”, by Charles Murray and Rich- 
ard Herrnstein, published in 1994, is a 
powerful expression of this alliance. It ar- 
gues that, since 19 is largely inherited, and 
people marry people like themselves, the 
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WHAT WE LEARN FROM TWINS 


difference between the intelligence of races 
and classes is liable to grow steadily wider. 

The study of twins provided much of 
the ammunition for the hereditarian 
counter-attack. Some of it emerged from 
the first large-scale post-Burt study of sepa- 
rated identical twins, run by Thomas 
Bouchard, a professor at the University of 
Minnesota. Mr Bouchard saw an article on 
a pair of reunited identical twins, and de- 
cided to make a study of them. It was fun, 
says Mr Bouchard. Much research work by 
psychologists involves grumpy students, 
doing it for the money. The twins, delighted 
to be reunited, were a pleasure to work 





with. Mr Bouchard now has a register of 
8,000 pairs of twins, some identical, some 
not, some separated, most reared together. 

Another American scientist, Robert 
Plomin, has been working with 25,000 
pairs of identical and non-identical twins 
in Sweden. Mr Plomin has also set up a 
study working with 10,000 pairs of identi- 
cal and non-identical twins in Britain. He 
now works at the Social, Genetic and Devel- 
opmental Psychiatry Research Centre at 
Britain's Institute of Psychiatry. 

Over the past couple of decades there 
has been a clear shift in science's view of the 
hereditarian argument. These days, no re- 
spectable scientist denies the role of genes 
in forming our brains and characters. The 
question over which argument continues 
to rage is just how big that role is. 

Studies of twins have examined a range 
of physical and psychological traits to try to 
estimate how large a contribution genes 
make. Some of the work looks at illnesses 
such as cancer, schizophrenia and alco- 
holism. Finding the cause of these could 
help in learning how to cure or contain 


them. If, for instance, schizophrenia is 
something you can inherit, then it may be 
susceptible to gene therapy. 

Some of the studies are curiosities. Da- 
vid Lykken, a colleague of Mr Bouchard's, 
has inquired into the origins of happiness. 
He concludes that happiness bears almost 
no relation to wealth, professional stand- 
ing or marital status, and is 8096 inherited. 
Some other studies have made sceptics' eye- 
brows rise because they appear to show that 
political conservatism and religious funda- 
mentalism have a genetic basis. 

But the most contentious work of all is 
on 10. Mr Bouchard's studies suggest that 
the level ofone's intelligence is, 
in the jargon, “69-78% heri- 
table"—heritability being the 
proportion of the difference 
between people that is ac- 
quired through the genes, not 
life itself. Burt's disputed figure 
is within that range. 

Some critics, such as Mar- 
cus Feldman, a professor of 
population genetics at Stan- 
ford University, says the work 
on twins is tainted by politics. 
The Minnesota research is fi- 
nanced by the Pioneer Fund, a 
foundation set up in 1937 to 
help research into heredity 
and eugenics, including racial 
differences. The fund has fi- 
nanced work by such contro- 
versial figures as Philippe 
Rushton on the relative size of 
the genitals and brains of dif- 
ferent races. It is accused of, but 
strongly denies, racist motives. 

Mr Lykken has played into 
the critics’ hands by arguing 
that women should be licensed to have 
children and that children produced by 
unlicensed breeders should be compulso- 
rily adopted. Mr Bouchard defends Mr 
Lykken’s intellectual freedom. He says he is 
uneasy about the source of his cash, but in- 
sists that the Pioneer Fund has never tried 
to influence what he does. 

What matters in the end, assuming that 
most of the people involved in this work do 
it in a properly detached way, is what they 
find out. It is striking that studies of twins 
regularly come up with higher levels of her- 
itability than do other sorts of studies. Mr 
Bouchard's estimate runs up to 78%. That 
compares with studies of adopted children, 
and of first- and second-degree relations, 
which produce figures as low as 30%, and at 
the highest 50%. A task force of the Ameri- 
can Psychological Association, trawling 
through all the available studies, including 
those on non-twins, has come up with an 
average of 50%. 

This disparity has led to questions 
about the reliability of twins studies. One 
problem is that separated identical twins 


75 





WHAT WE LEARN FROM TWINS 


do not actually provide a perfect nature- 
versus-nurture template. For a start, they do 
at one time share the same environment— 
in the womb. If, as some scientists now be- 
lieve, those nine months are important in 
deciding how the brain is wired, this would 
help to explain why non-identical twins, 
who are no more genetically alike than any 
brother and sister, have 10s more like each 
other's than ordinary sibl:ngs do. It would 
also undermine the claims of the sepa- 
rated-twins studies to offer conclusive 
proof of what genes do. 

Moreover, separated identical twins are 
rarely separated at the moment of birth, 
and some of them are then re- 
united before they come under 
the scientists' eye. If the first six 
months of a child's life matter 
as much as most people think 
they do, then spending even 
that short time together could 
influence the result of a twins 
study. And, when grown-up 
twins are reunited, they will 
naturally pay special attention 
to what they have in common; 
they may, the professors ex- 
plain, “mythologise” their rela- 
tionship. The twins in the Min- 
nesota study had an average of 
five months together before 
they were separated, and 
nearly two years together after 
their reunion before Mr 
Bouchard got hold of them. 

A subtler concern—voiced 
by Mr Feldman, himself a fa- 
ther of identical twins—is that 
the dichotomy between genes 
and environment is a false 
one. His own twins, he says, 
share professions, ideas and friends; their 
environments, in other words, are much 
closer than those of most non-identical 
twins. Maybe Galton's classic twins study 
was invalid: perhaps you cannot look at the 
similarities between identical twins, and 
those between non-identical ones, and 
conclude that the difference must necessar- 
ily be due to genes. 


Chickens, eggs and babies 


Mr Plomin, the student of those 35,000 
pairs of twins, does not deny this. One of 
the ways in which genes work, he says, is 
through our tendency to select and design a 
particular environment. A baby, for in- 
stance, may be born happy; its happiness 
may make its mother show it more affec- 
tion; that may reinforce its cheerfulness. 
Even though that virtuous circle may have 
originated with the child's genetic ten- 
dency, it can be strengthened by what hap- 
pens after the baby is born. If the child is 
taken away from its mother and dumped 
in a children's home, it may not stay happy. 
Or, if a child with a tendency to be miser- 
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able gets an unswervingly affectionate 
mother, it may cheer up. 

And, just as our genes can affect our 
environment, so our environment may 
shape the expression of our genes. Height, 
for instance, is now around 90% heritable 
in rich countries. In the past the figure was 
lower, because not everybody was well- 
nourished enough for their genes to express 
themselves properly. Heritability, in other 
words, is not a constant; it is affected by 
whether life is giving people's natural ten- 
dencies a chance to flower properly. 

Turn the results of the heritability stud- 
ies on their heads, and there is further cause 





for reflection. If 10 is 50% or so heritable, 
then up to another 5095 is determined by 
something other than genes. The same ap- 
plies to many other parts of our make-up, 
the figures for which are roughly of the 
same order of magnitude. But some things 
seem to be markedly less genetic. Despite 
the talk of a "breast cancer gene", for in- 
stance, this disease seems rarely to be the 
result of genetic programming. When one 
identical twin gets breast cancer, the other 
gets it in only 12% of cases. 

Look, too, at sexual orientation. Some 
studies have suggested that homosexuality 
is around 50% heritable. Yet a recent study 
of Australian identical twins who had 
grown up apart from each other appeared 
to show that homosexuality was only 20% 
heritable in men and 24% in women. 

So where, if these figures are right, does 
homosexuality mainly come from? Not, ap- 
parently, from growing up in the same fam- 
ily. Across a whole range of measures, in- 
cluding the tendency to homosexuality, if 
you look at separated identical twins and 
identical twins who have been brought up 


together you will find that they are pretty 
much alike. Belonging to the same family 
does not, on this evidence, have much ef- 
fect. This seems to be confirmed by an 
examination of adopted children, born of 
different parents, who have been brought 
up in the same family. Do they have much 
more in common with each other than they 
do with the kids next door? They do not. 


There’s something else 


But that is daft, most people will instinc- 
tively say. The experiences we had in our 
parents’ house were surely of vital impor- 
tance in shaping our lives. The families we 
grew up in—and the families 
we ourselves are now creat- 
ing—cannot be irrelevant to 
the character of the children 
they produce. Yet, if this scien- 
tific work is to be believed, be- 
longing to the same family ap- 
parently has little effect on the 
way people turn out. 

To some extent, of course, 
the explanation is that parents 
do not treat their various off 
spring in the same way. Mr 
Plomin cites a study which 
compares parents’ and chil- 
dren's accounts of whether one 
child got the same treatment as 
his brother or sister. Not sur- 
prisingly, the children re- 
ported a greater level of differ- 
ence than did the parents. Yet 
it is hard to believe that par- 
ents commonly treat identical 
twins so differently that one 
becomes a homosexual and 
one a heterosexual. 

The bigger part of the ex- 
planation may be that except in special 
cases—the loving mother who manages to 
warm her genetically miserable child into 
real-life happiness—what our parents do is 
not decisively important to the way we 
grow up. That is the view of Sandra Scarr, a 
controversial professor of psychology at the 
University of Virginia. She offers the idea of 
“good enough" parenting. So long as a 
child has parents, and so long as they are 
not seriously brutal, she reckons, one set of 
parents is just as good as another. 

If that is so, the really important vari- 
able may be chance. Perhaps it is the small, 
random event—the infant romance by the 
swings, the bullying in the corner of the 
playground—that shifts us imperceptibly 
towards widely different ends. Or maybe, 
for those who look at the universe in a dif- 
ferent light, it is some higher power. Any- 
way, those who had feared that the scien- 
tists would soon have us neatly dissected 
on their laboratory tables can take new 
heart. How we become who we are seems as 
mysterious as ever. Thank God. 
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SCIENCE AND TECHNOLOGY 


The middle age of the 


transistor 


Scientists are celebrating the 50th anniversary of the transistor. But (says our 
first article) its origins can be traced back much further. And (says our second) 


much work remains to be done 


ROM the time you started reading this 

sentence until the moment you finish 
it, over 1 billion new transistors will come 
into being. No device in history has come 
close to achieving this sort of ubiquity. The 
official birthday of this remarkable inven- 
tion, in the form of the first “point-contact” 
transistor, was December 23rd 1947. But 
the transistor that led to microelec- 
tronics was devised the following 
month, and the integrated circuit 
would only emerge more than a de- 
cade later. 

That detail of electronic histori- 
ography is no reason to spoil the 
party. Revolution was indeed in the 
air that December day 50 years ago, 
when three scientists at Bell Labora- 
tories in New Jersey invited their 
managers to witness the amplifica- 
tion of an electrical signal using a 
sliver of a semiconductor material 
called germanium. All of those 
present realised that this was a big 
breakthrough. But only one—the 
group's leader, William Shockley— 
had an inkling of its consequences. 

Shockley ought to have been 
elated by the breakthrough. Instead 
he was frustrated. Although he had 
started the project, he had not con- 
tributed directly to the invention of 
his colleagues, John Bardeen and 
Walter Brattain. Shockley felt he had 
missed out on what he, the real vi- 
sionary in the group, realised would be a 
turning point in electronics. Driven into a 
creative rage, he managed within just a 
month to design a novel transistor, the bi- 
polar transistor, which would in due 
course make the point-contact transistor 
redundant. 

Shockley it was, too, who in 1955 moved 
to a sparsely populated valley in California 
to start his own firm, the Shockley Semi- 
conductor Laboratory, and ignited the ex- 
plosion of activity that was to become Sili- 
con Valley. The latter achievement was, in 
part, unwitting. His authoritarian style of 
management so irked his subordinates that 
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some left to form Fairchild Semiconduc- 
tors, which in turn begat a slew of firms, 13 
in 1968 alone, of which one was a small 
start-up called Intel. 

In the meantime the solid-state transis- 
tor had undergone a miraculous metamor- 
phosis, more profound in its implications 
than the transistor itself. That was integra- 





tion, the ability to print dozens, later thou- 
sands, today millions of connected transis- 
tors on to a single piece of silicon. 

The first person to integrate transistors 
was Jack Kilby at Texas Instruments in 
1958. The integrated circuit pushed the 
transistor along a breathtaking learning 
curve that it has followed ever since. Down- 
wards spiralled size, energy consumption 
and price (a dollar apiece in 1960, a dollar 
for 10m today), upwards soared the reliabil- 
ity and speed of the device. Gordon Moore, 
one of those who left Shockley’s company 
and later co-founded Intel, crystallised this 
trend into his eponymous “law”, according 


to which the number of transistors per chip 
doubles every 18 months. 

Can the origin of all this breakneck pro- 
gress be traced to the first point-contact 
transistor? Such a creation myth is appeal- 
ing. However solid-state electronics—thus 
named because electrical signals are passed 
through chunks of semiconductor rather 
than vacuum tubes—predates the transis- 
tor by almost 50 years. 


The cat’s whisker 


Although transistors come in many shapes 
and sizes, they all operate on a similar prin- 
ciple. A voltage applied to a contact con- 
trols the current flowing through the rest of 
the device, much as a tap (faucet) controls 
the flow of water through a pipe. But the 
central point about both taps and transis- 
tors is that they allow a small signal—the 
twist of a hand or the increase of a 
voltage—to control a much larger 
one—the rush of water or of electrical 
current. In other words, the small sig- 
nal is amplified. 

The oldest ancestor of the point- 
contact transistor was the crystal de- 
tector, used in early wireless sets. 
This device—patented by a German 
scientist, Ferdinand Braun, in 
1899—was made of a single metal 
wire, fondly called a cat's whisker, 
touching against a semiconductor 
crystal. The result was a “rectifying 
diode”, which lets current through 
easily one way, but hinders flow the 
other way. Diodes are essential in ra- 
dios to turn rapidly oscillating radio 
waves into a smoother direct-current 
signal that can power a speaker. 

Rectifying a signal sounds likean 
altogether humbler task than am- 
plifying it. But to an electronics engi- 
neer, an amplifier is really just two 
diodes connected face to face. The re- 
sult is a “triode”, because it has three 
terminals, the two free ends of the di- 
odes and their common junction. A voltage 
applied to the junction controls a current 
flowing through the other two terminals. 
To create the point-contact transistor, 
Shockley's team modified the cat's whisker 
by placing two fine metal wires close to- 
gether on the surface of a germanium crys- 
tal, turning it from a diode into a triode. 

It sounds easy enough with hindsight. 
But the search for a suitable solid-state am- 
plifier took a long and roundabout route. 
At first, devices that needed to amplify a sig- 
nal—such as radios and the first, lumbering 
computers—used the vacuum-tube ampli- 
fier. This was also a triode: a glass tube con- 
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taining a heated metal filament which 
emits electrons, a plate that collects them 
once they have accelerated through the 
tube, and a metal grid in between. Small 
changes to the voltage of the grid control 
large changes in the electron current flow- 
ing to the collector plate. Remove the grid, 
and the device becomes a diode. By 1930, 
such vacuum-tube diodes had all but re- 
placed the quirkier crystal detector. But a 
few researchers, seeing the analogy be- 
tween them, tried to put a grid into the crys- 
tal detector to turn it, too, into an amplify- 
ing triode. 

One such researcher was Shockley. He 
tried as early as 1939, but failed. Others 
were more successful. For instance, a Ger- 
man physicist named Robert Wichard Pohl 
made a solid-state amplifier in 1938 using 
salt as the semiconductor. It worked, but re- 
acted to signals too slowly to be much use. 
And in any event, a way to control the qual- 
ity of semiconductor crystals was lacking. 
Solving that would turn out to be one of the 
greatest technological spin-offs of the sec- 
ond world war. 


Beating swords into transistors 


The development of radar did much to re- 
vive the fortunes of crystal detectors: al- 
though temperamental, they were better 
than vacuum-tube diodes at rectifying the 
high frequencies used by radar. So, during 
the war, much effort was put into improv- 
ing the semiconductors, mostly silicon and 
germanium, used in crystal detectors. At 
about the same time, Russell Ohl at Bell 
Laboratories showed how these materials 
could be “doped” by small amounts of for- 
eign atoms. Two electrically different types 
of semiconductor can result from such 
doping, called “n-type” and “p-type”. Ohl 
and his colleagues found that the junction 
between n-type and p-type silicon was a 
splendid diode. 

Years later, that was to prove a key dis- 
covery for the future of the transistor. A 
month after the birth of the point-contact 
transistor, Shockley suddenly realised that 
p- and n-type semiconductors in effect 
made it possible to put a grid into a semi- 
conductor diode. The solution was to sand- 
wich a p-type semiconductor between two 
n-type pieces. The result is two p-n junc- 
tions—in other words, two diodes, face to 
face, the recipe for an amplifier. A voltage to 
the p-type layer could then contro! the cur- 
rent between the two n-type regions. The re- 
sulting bipolar transistor proved much 
more reliable than the point-contact one: 
in the bipolar transistor, as in all modern 
transistors, the vital junctions between the 
n- and p- layers are buried deep within the 
semiconductor crystal where they cannot 
be affected by their surroundings. 

There is a final twist to the story. The 
first point-contact and bipolar transistors 
used germanium. But when integrated cir- 
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cuits came along, silicon proved the semi- 
conductor of choice. This was not so much 
because of the properties of silicon itself 
(germanium is in principle a better mate- 
rial for high-speed circuits) but because of 
the quality of the oxide of silicon. This ox- 
ide is used to make insulating and protec- 
tive layers on silicon chips, so it needs to be 
robust. Germanium oxide is, alas, soluble 
in water. Silicon oxide plays a crucial role 
in the field-effect transistor, the most popu- 
lar design for microchips, where it insu- 
lates the control terminal from the current- 
carrying terminals (see diagram on next 
page). Interestingly, this seemingly most 
modern of transistors was patented by the 
German scientist Julius Lilienfeld in 1926, 





... equal one of these 


although he probably never got it to work. 

So in some sense, December 23rd 1947 
witnessed the birth of what was merely a 
brief detour on the way to modern solid- 
state transistors. It was not the first solid- 
state transistor, nor a particularly success- 
ful design. Put like that, it might seem a 
strange device to celebrate. But it catalysed 
the field of solid-state electronics that 
would eventually produce the integrated 
circuit, the personal computer and the 
global information age. 





The transistor's 
heir 


N THE chip industry’s flat-out race to 

keep up with Moore’s law there are no 
winners or losers, only survivors. Though 
companies tout “breakthroughs” drearily 
often—a smaller transistor, a bigger silicon 
wafer, a more efficient design—they all ad- 
vance together, every three-and-a-half years 


or so, to the next “generation” of denser, 
faster chips. Their co-operation is born of 
necessity: an equilibrium between the dan- 
ger of falling behind the competition and 
the enormous cost of building new chip 
foundries, or “fabs”. 

So entrenched is this mutual consent 
that the industry follows a “roadmap”, 
drawn up by America’s Semiconductor In- 
dustry Association, detailing the new tech- 
nologies that firms must devise—some- 
how-to maintain the pace for the next 15 
years. But though for two and a half de- 
cades the number of transistors squeezed 
on to a chip has been the measure of pro- 
gress, making transistors smaller is nowa- 
days only a part—a minor part, some say— 
of what needs to be done. Among the big- 
gest challenges ahead are: 

Designing chips. Increasing even faster 
than the number of transistors on a chip is 
the amount of “interconnect”—the micro- 
scopic metal tracks linking them all. With 
each generation of chips, there is less ad- 
vantage in making transistors smaller: the 
delays in communicating between them 
are growing faster than the speed gained by 
shrinking them, and "crosstalk"— electrical 
interference between adjacent tracks—is 
getting ever harder to eliminate. At some 
point—perhaps even in the next generation 
or two—these filigreed forests of circuitry 
will become too complex to design. One 
way to alleviate this would be to have sev- 
eral small, simple processors on à chip in- 
stead of one big, intricate one, but in the 
end more basic redesigns may be needed. 
eMaking chips. Circuit patterns are put on 
to chips by lithography: shining ultraviolet 
(uv) light, which chemically alters the chip 
surface, through a mask with the patterns 
traced on it. The last generation of chips 
that can be made with uv will soon arrive. 
After that, the wavelength of uv will be big- 
ger than the smallest features on the chips, 
so it will not be possible to define them 
sharply. x-rays or beams ofelectrons, which 
have shorter wavelengths, will have to be 
used instead. But these will cost a lot to de- 
velop. x-rays are harder to control than 
light; electron-beam lithography is slow. 
*Powering and cooling chips. More tran- 
sistors need more electricity, and give out 
more heat, as does the thickening web of in- 
terconnect. Already, a top-end super- 
computer chip runs as hot as a domestic 
light-bulb, and in a much smaller space. So- 
phisticated cooling systems are fine for 
high-end machines, but would raise the 
cost of a personal computer too much. 
Chip components must therefore get not 
just smaller, but less power-hungry too. 

* Paying for chips. Dr Moore's less-quoted 
"second law" is that chip fabs get twice as 
expensive with each new generation. At the 
current rate, by 2010, when the “roadmap” 
runs out, a single fab may cost around 10% 
of the entire annual chip market. The tech- 
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nology will not be able to ad- 
vance, therefore, unless it gets 


gu 


cheaper. . Field-effect transistor 


With the self-confidence that | 
comes from having performed 
miracles for 25 years, the semi- 
conductor industry is fairly sure it | 
can meet such challenges. But 
around 2010 it will reach two es- 
pecially sticky ones, set not by the 
limitations of technology but by 
the laws of quantum physics. 
First, the transistors "channel" 
(see diagram) will get so thin that 
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some current will leak through 
even when it is supposedly closed. 
Second, as a chip’s power supply 
is shared between more and more 
transistors, the “control current” 
that switches each of them on and 
off will eventually become just a 
handful of electrons. That will not 
be enough to switch a field-effect 
transistor reliably every time. There are sev- 
eral ideas about what might then take on its 
mantle. 





Not too shrunk to care 


The bolder ones involve ditching those 
leaky and inconvenient electrical signals 
for something more ideal. A few years ago, 
for instance, “optical computing"—using 
light instead of electricity, and optical 
switches and tiny lasers instead of transis- 
tors—was a much-hyped prospect. True, 
light signals run faster than electrical ones, 
and do not suffer from crosstalk; they can 
even pass through each other without a 
care, This is one reason why optical fibres 
are replacing electricity-carrying copper 
wires for communications. But the prob- 
lem of powering and cooling a chip bear- 
ing millions of lasers would be formidable. 

A more prosaic objection to such ideas 
is simply that semiconductors are a well- 
entrenched technology, with a huge indus- 
try that has already solved many of their 
niggling but expensive production prob- 
lems. What follows the transistor will, on 
this reasoning, most likely be just another 
kind of transistor: one that is not thrown 
off balance by the uncertainties of quan- 
tum physics, but instead uses them. 

Such quantum-effect devices were first 
devised in the 1980s. They can be made in 
various ways, but they all work on a com- 
mon principle: a kind of crowd-control for 
electrons. In place of a field-effect transis- 
tor's channel, quantum-effect devices have 
an “island”, insulated from both the source 
and drain by thin layers of material. 
Whereas the channel is like a pipe between 
the source and the drain—it simply lets 
electrons flow through when the transistor 
is on—the island is more like a gap between 
two turnstiles. It has limited room for elec- 
trons, and the insulating layers—the turn- 
stiles—allow them through at a low rate, in 
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Nonetheless, among the great- 
est sceptics of quantum-effect de- 
vices are some of their inventors. 
Federico Capasso at Bell Labora- 
tories (now part of Lucent Tech- 
nologies) in New Jersey, one of the 
creators of the resonant-tunnel- 
| ling transistor, points out that it 
| , has a raging thirst for electricity, 
and a chip packed with them 
would be “as hot as a stove". At 
most, he thinks, it may have a 
niche in high-end computers. 


tional transistor does). 


| 





Applying a small electric current to the “gate” creates 
an electric field in the semiconductor layer below it— 
hence the name “‘field-effect transistor". The field tem- 
porarily turns the semiconductor into a conductor, al- 
lowing electrons from the **source" to flow through it 
to the “drain”. 


some cases just one at a time. 

This should solve the two key failures of 
too-small field-effect transistors. First, in a 
quantum-effect device, “off” really means 
off: not one electron can get on to the island 
from the source unless those already on it 
are enticed, again by a control current, to 
make room by hopping off to the drain. 
Second, quantum-effect devices are sensi- 
tive to minuscule control currents. One 
kind, the "single-electron transistor", can 
be switched on or off by (guess what) a sin- 
gle electron. Another, the “resonant-tun- 
nelling transistor", has an extra advantage: 
instead of being simply “on” or “off” it can 
have a large number of distinct states in be- 
tween. Potentially, this could allow one res- 
onant-tunnelling transistor to substitute 
for dozens of conventional ones. 

However, quantum-effect devices have 
some severe flaws of their own. For in- 
stance, random electrical fluctuations tend 
to overwhelm them unless they are kept 
chilled with liquid nitrogen—although 
making the islands smaller, paradoxically, 
reduces this problem. But then there is an- 
other difficulty: making the components 
exactly the right size is even more crucial 
fora quantum-effect device than for a regu- 
lar transistor. Repeating the necessary accu- 
racy, millions of times across a single chip, 
may be impossible. 

But some recent experiments have been 
encouraging. In December, a group led by 
Stephen Chou at the University of Minne- 
sota announced that it had got a single-elec- 
tron transistor to work—albeit unreliably— 
at room temperature. And in the current is- 
sue of Applied Physics Letters, a group led 
by Haroun Ahmed at the Hitachi Cam- 
bridge Laboratory in Britain reports an- 
other vital step, a single-electron transistor 
that, for the first time, amplifies its input 
signal (though only bya factor of 3.7, several 
hundred times more weakly than a conven- 


ij Konstantin Likharev, at the State 
University of New York at Stony 
Brook, a co-inventor of the single- 
electron transistor, is working on 
ways to combine it with conven- 
tional transistors to make super- 
dense memory chips. But even if 
that succeeds, Dr Likharev does 
not think that the single-electron 
transistor could ever survive the more de- 
manding environment in a processor. 

Besides which, the field-effect transistor 
camp has plenty of fight left. The past was 
full of surprises, they say; so will the future 
be. Even when the size limit is reached and 
Moore's law stops, other tricks will keep mi- 
crochips improving. For instance, chip de- 
signers, deprived of the luxury of ever- 
shrinking components, will start to use 
what they have more efficiently. Gallium 
arsenide, a more expensive but superior 
semiconductor, will replace silicon in at 
least some cases. New materials may do 
even better. 

Whether quantum-effect transistors— 
or something else altogether—will hold 
even more surprises, it is too early to tell. 
“We should be bold in the science,” insists 
Dr Capasso, "but conservative in making 
predictions about technology. They are 
constantly wrong." 
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MOREOVER 


Dip into the future, far as 
cyborg eye can see: and wince 


If videogames are any guide, tomorrow is going to be a bleaker day 


VER wonder why your kids have so little 

hope for the future? Look at the games 
they play. Nowhere is tomorrow more viv- 
idly alive than in videogames. These things 
are nearing a film-like realism in which ro- 
bots, aliens and humans battle in lovingly 
detailed three-dimensional settings. The 
world's homes contain more than 150m 
videogame machines and multimedia 
computers. A big chunk of them, often for 
several hours a day, are time-warping those 
who play games on them several centuries 
forward, establishing a lore of the future far 
more ingrained than any science-fiction lit- 
erature. The overwhelming theme: one way 
or another, the world is toast. 

Videogames and the future have been 
locked together from the beginning. The fa- 
ther of them all was "Space War", which 
was written in 1961 on one ofthe first inter- 
active computers, the Digital PDP-1, as an 
exercise in finding something interesting 
for a computer to do. The answer: move 
two little outline rocketships against a 
background of stars. It seemed only natural 
to allow them to shoot torpedoes at each 
other. Thus was born the videogame. Why 
were the spaceships shooting at each other? 
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Because that is what future spaceships do. 
But "Space War", in a sense the first video- 
game, was also one of the last to arrive with- 
out at least a bit of hokey sci-fi plot explain- 
ing why, exactly, you need to blow away 
everything that moves on the screen. 


If you didn’t believe in original sin . .. 


All novels are said to be essentially a re-tell- 
ing of one of seven possible stories. Futuris- 
tic videogames have about four. Man v 
Merciless Aliens. Man v Merciless Ma- 
chines. Good Man v Merciless Legions Of 
Bad Men. And the catch-all category: ordi- 
nary sports or racing games or puzzles 
placed, on thin pretext, in the future be- 
cause it looks cooler that way. In each case it 
all ends in tears. Today most of us may co- 
exist relatively peacefully, but within a de- 
cade the world (what's left of it) will be at 
war. And the bad guys are going to win, un- 
less someone presses just the right buttons. 

To be sure, science-fiction books are no 
stranger to apocalyptic cliché, either. 
Drama requires conflict of some sort, and 
the notion that things might actually be 
rather nice in a hundred years or so 1s no 
way to sell books. But written sci-fi is at least 
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able to flesh out a vision of a strife-filled fu- 
ture with some chat, even a romance or 
two, between the laser blasts. Videogames 
have no time for this soft side of humanity: 
the next wave of aliens is already on its way. 

Why such poverty of plot? Unlike ordi- 
nary, old-fashioned fiction, videogame 
plots are constrained by some tough rules. 
There is usually just one player, and all ac- 
tion must happen around him (women 
play plenty of videogames, too, but for 
some reason those set in the future are 
aimed almost entirely at boys and men). To 
pass more than a minute or two without 
killing something or otherwise scoring is 
boring. Chaos must reign, or else such ram- 
pant bloodshed would seem unjustified. 
But parents get upset if games kill too many 
humans without good reason, so the char- 
acters at the receiving end of the mayhem 
must be made aliens or robots or savage an- 
imals, or at least something demonstrably 
evil on the fringe ofhumanity (terrorists, in- 
vading hordes, prison guards, or at least 
members of an opposing tribe). 

For all the vast noise emerging from 
game machines, their characters might as 
well be mute. Apart from grunting, most 
videogame personalities have no voice but 
the chatter of their machinegun. With noth- 
ing but a joystick to control them, figures 
can move speechlessly, or utter a few pre- 
programmed remarks. As a result, they tend 
to shoot first and ask questions never, 
which suggests a future where summary 
justice is the only kind. 

The explanations for all this mayhem 
are generally cobbled together as an after- 
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And the blighters will pull the trigger 


thought. Why, in the game “Pod”, are cars 
racing around an empty city of the future 
and shooting at each other? Because, you 
see, a virus has taken over the planet, the 
last shuttle is about to leave, and there is 
just one seat left. Why in “Darklight Con- 
flict” are the pilots of battling alien ships 
speaking English? Because they are really 
terrestrial fighter aces kidnapped by aliens 
to fight their wars. It is up to the poor saps 
in the rendering rooms to come up with a 
few minutes of computer video footage 
that establish these story foundations. 


Love your enemy 


Look at “Doom”, a classic. A lone marine 
gets a message from a space outpost that the 
energy stream it has been tapping turns out 
to be a highway to hell, and a rush-hour of 
demons is flooding into the ship. By the 
time the marine gets there, everyone is dead 
or zombified. So, when the marine blows 
away other marines, that is okay, because 
they are really zombies and he is saving 
them from a fate worse than death. Blowing 
away overt aliens hardly needs explaining 
(aliens are, ipso facto, Evil). 

Although the plot of “Doom” is tailored 
to game play, it is dictated even more by 
computer technology. The advantage of 
fighting in a space outpost is that it all hap- 
pens inside something, usually dark corri- 
dors. This is easy for the computer to draw 
in three dimensions, being largely an ele- 
mentary-school exercise in vanishing 
points and perspective, with the additional 
advantage of a very limited field of view. 
No need to draw the wide-open world or 
even the next corridor: one set of walls with 
a few internal features is fine, and imparts a 
great closed-in terror to the game, too. Be- 
cause it is a futuristic scene, the walls can be 
largely undecorated (the future, we assume, 
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will be minimalistic), which saves time for 
the “paint monkeys” in software compa- 
nies who must put flesh on the game sets. 
After the success of “Doom” came a 
wave of “Doom-clones”, creating an indus- 
try-standard claustrophobic vision of the 
future. “Duke Nukem 3-p" took the model 
to a post-apocalyptic Los Angeles (blighted 
concrete jungles have the same game-de- 
sign advantages as space outposts: lots of 
featureless walls, maze-like paths, few hard- 
to-draw horizons, and no guilt about blow- 
ing them all to smithereens), as well as to a 
space station and the Grand Canyon (same 
deal, although the walls are a bit farther 
away) And plenty of other variations 
emerged—"Descent" added a vertical di- 
mension, and "Tunnel B1" turned the ma- 
rine into a car—but the message stayed the 
same: in the future, battles will be fought 
indoors, and a notably gloomy indoors. 
Computer technology now provides 
enough graphics horsepower to let games 
move outdoors, but the future has not be- 
come much brighter. Games such as 
“MechWarrior 2” (guide your giant robots 
into battle with those from the opposing 
clan) are set mostly on barren planets or 
deserts, or in cities that might have been 
made of building blocks—all to cut down 
on the number of three-dimensional ob- 


jects the processor is required to draw. 


Even those games, such as “Turok: Di- 
nosaur Hunter”, which attempt to add 
some grass, trees and other real-world de- 
tail to their landscapes often have to use 
other tricks to make up for the difficulty of 
doing anything of the sort. “Fogging”—the 
notion that the farther away something is 
from the viewer the more it should take on 
the horizon’s grey colour—not only ensures 
that the number of objects to be drawn is 
kept to a manageable minimum but also 


paints its world as a misty, smoky place. It is 
much like early sci-fi films, when a libera 
use of dry ice concealed the smallness of a 
Hollywood set. Now, just as effectively 
Nintendo's software tricks hide the limita: 
tions of its processor. 

Populating these barren futurescape: 
are legions of creatures that paint a patho 
logical portrait of life elsewhere in the uni- 
verse. Those that have not risen straight 
from the bowels of hell have arrived, gun: 
blazing, from a planet where evolution ha: 
taken a distinctly nasty turn. Apart from 
tentacled and fanged things of every de 
scription, there are flesh-throwing zombies 
and chainsaw-wielding fiends ("Quake") 
vicious police pigs and rocket-launching 
mounds of blubber (“Duke Nukem”), huge 
mutated insects, evil spiders, cyberdemons. 
imps, flying flaming skulls, towering Bar 
ons of Hell, even a revenant skeleton. 

J.C. Hertz, author of “Joystick Nation” 
(Little, Brown, 1997, $23.95), by far the best 
analysis of the videogame culture, explains 
the appeal of such foes: 


The “Doom” universe gives you fire and brim- 
stone by way of cyberpunk—everything that flies 
at you seems to combine medieval demonology 
with advanced robotics. Religion doesn't pro- 
vide depictions of evil this vivid any more. We 
miss those honest-to-God, pitchfork-carrying, 
cloven-hoofed, Lake-of-Fire, shit-kicking devils. 
"Doom" fills that niche. 


There are no behavioural ambiguities or 
moral dilemmas in this sort of videogame, 
Ms Hertz observes. If it moves, shoot it. 


You get to visit a place where there is no way to 
humanise the enemy because the enemy is, by 
definition, Evil. Not just bad. Not misunder- 
stood. Not the victim of childhood abuse, ethnic 
discrimination, faulty anti-depressants or low 
self-esteem. Not a belligerent race of aliens on 
“Star Trek" with whom you have some respon- 
sibility to negotiate and understand. It’s the 
devil, OK? It’s printed right there in the instruc- 
tion booklet: “They have no pity, no mercy, take 
no quarter and crave none. They're the perfect 
enemy.” Yum. 


Perfect enemies are a scarce commodity 
in today’s world. Hitler was that (and the 
predecessor of “Doom”, “Wolfenstein 3-D", 
pitted you against him and the ss), but they 
have paled recently. Even Saddam Hussein 
cannot quite touch the aliens of "Fade to 


Black", with their crab legs for lips. 


Blame capitalism, the millennium ... 


Videogames' nightmarish view of the fu- 
ture often reflects the paranoia of their day. 
"Missile Command", a 1980 classic in 
which a player aimed anti-missile missiles 
to stop an incoming shower of nukes, was a 
product of the cold war and the yearning 
for a recovered security that led to the Stra- 
tegic Defence Initiative. “Robotron” and 
“Tron”, both 1982 games (“Tron” based on 
a film of the same name), were built around 
the notion of computers or robots run 
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amok, tapping a fear of technology that was 
arising as computers entered daily life. 

“Balance of Power", in the mid-1980s, 
let a player be the leader of the free world, 
trying to avert nuclear war between the su- 
perpowers. In the late 1980s and early 
1990s fighting games, such as “Mortal 
Kombat”, brought graphic bloodshed to the 
video screen just as a jaded generation was 
seeking new thrills. 

Today’s games, deprived of superpow- 
ers, the space race, cold wars and (for the 
moment, anyway) an imminent nuclear or 
bacteriological missile threat, have had to 
look elsewhere for their menace. Rather 
than a fight between warring states, many 
today imagine a world dominated by giant 
companies or a cabalistic mega-govern- 
ment. Religion battles against capitalism, 
or science. Computers and machines turn 
on their masters. Sometimes mankind it- 
self has become malignant, and the peace- 
ful aliens must defend themselves from it. 
The economy is in ruins, pollution has dev- 
astated the environment, the earth's re- 
sources have run dry, disease is spreading, 
and the population is either bursting at the 
seams or down to a lone, huddled band. 

Take “G-Police”, a great game but a dire 
glimpse of tomorrow. The year is 2097. The 
earth's mineral resources have been de- 
pleted, governments and society are in tat- 
ters, and powerful multinationals are rac- 
ing to plunder the solar system for ore. 
Fuelled by massive profits, they seize con- 
trol, allowing token governments to set up 
a police force to keep order in "Blade Run- 
ner"-like domed cities, where smokestacks 
belch flame and it is always night. But the 
corporation still really runs the show, and 
it's crooked, naturally enough. A few brave 
cops in cool helicopter gunships have to 
untangle the mess. Huge explosions ensue. 

In “Syndicate Wars", besuited business- 
men from the Syndicate run what amounts 
toa dictatorship, blinding the masses to the 
squalor of their cities by putting a Utopia 
chip in their brains. But the rogue Church 
of the New Epoch inserts a virus into the 
Syndicate's computers and law and order 
begin to break down. Unguided citizens 
riot and loot, and zealot-filled churches 
sprout. You can play the Syndicate side and 
restore order or play Church and try to 
bring on Armageddon. Either way, it's 
shoot to kill. In “MDK” (Murder Death Kill) 
huge alien ore-eating robots are digesting 
the world's cities. It is up to one man with a 
clever gun to stop them; every minute he 
dallies is a few million lives lost. 

In “Epidemic”, the human race has 
moved underground to escape a virus. The 
Biflos Corporation runs the subterranean 
Neurol City, oppressing its people with the 
power of its central computer as it searches 
for the perfect human DNA that will ensure 
the survival of the race, albeit without the 
nobler traits of humanity. You are part of a 
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rebel team that seeks to undermine the cor- 
poration. Man your Mech and fire away. 

Blame millenarianism, which has 
given software developers licence to re- 
package any game concept as a post-apoca- 
lyptic duel to the death. Or blame a paucity 
of imagination: thanks to “Blade Runner”, 
a bit of blighted-future hand-waving con- 
jures up a vivid enough image to justify the 
absence of any explanation of why, for ex- 
ample, you need to kill replicants. Or per- 
haps just blame a demand for 3-D games 
that has exceeded the ability of the hard- 
ware to deliver anything like the rich tex- 
tures of reality, thus limiting most worlds 
to easy-to-render blasted moonscapes or 
the usual corridors of death. 


Ahope to cling on to 

Whatever the reason, today’s game-players 
are getting a pretty stiff dose of gloom. Is 
this sort of entertainment going to produce 
a generation of little nihilists, as ethically 
vacuous as they are aimless? As the first 
wave of arcade videogames mesmerised 
teenagers in the early 1980s, parents and 
politicians lamented that the impression- 
able button-punchers would emerge from 
their video trance as moral zombies, who 
could barely distinguish between zapping 
aliens and other kids, or care much. 

All this generated a 1991 book, “Video 
Kids”, in which Eugene Provenzo, a profes- 
sor of education, said that videogames were 
corrupting the youth of the world by failing 
to foster a sense of community: “Each per- 
son is out for himself. One must shoot or be 
shot, consume or be consumed, fight or 
lose." By 1993 America's Congress, horrified 
by the violence of “Mortal Kombat” and its 


Roads to nowhere 


MOREOVER 


kin, was debating whether it ought to re- 
strict such games. Some American towns 
banned videogames. In the end, the video- 
game industry dodged a bullet by agreeing 
to a voluntary ratings system. But in the 
mind of every parent watching Junior gun 
down another wave of photorealistic hu- 
manoids in a radioactive wasteland, the 
worry undoubtedly remains. 

It is right to worry about the violence; 
but the wider and vaguer bleakness seen in 
most of these games is so silly that even chil- 
dren are probably able to smile at it. On 
screen it is always twilight. What plot there 
is gets forgotten within seconds of the first 
encounter with something fanged. Who 
cares why the Krakov Corporation is plun- 
dering the earth’s resources? Line them up 
in the sights and pull the trigger. 

Cheerier parents, looking past the grim 
story-lines, may see videogames as a class- 
room for 21st-century skills. As everything 
from share-trading to manufacturing be- 
comes increasingly computerised, it gets 
very hard to tell the difference between a 
game and many jobs (except that the games 
are usually more fun). Modern armies use 
videogame-like tank simulators to train 
tank crews, aircraft simulators to train pi- 
lots, and war games to train generals. 

Ronald Reagan presciently said that to- 
day's joystick jockeys would be tomorrow’s 
soldiers. The Gulf war, with cruise missiles 
guided like the rocket-propelled grenades 
in “MDK”, made his point. “Concerned 
mothers can now rest assured that their 
children have a mandate, if not a moral ob- 
ligation, to play as much ‘Virtua Fighter’ as 
possible,” writes Ms Hertz firmly. “It’s in 
the interest of national security.” 








83 


OBITUARY | | 


| 


‘oF 


James Lees-Milne 


HE old houses of England, 

James  Lees-Milne once 
wrote, meant for him “far more 
than human lives". In the 19305, 
when Mr Lees-Milne began his 
mission of mercy to save what 
he could of “the England that 
mattered”, the old houses were 
falling like a property Pass- 
chendaele. The owners could no 
longer afford to run their vast es- 
tates, many of which had been 
designed for feudal economies. 
Some owners seemed them- 
selves in a state of decay. Mr 
Lees-Milne recalled going to a 
party at a stately home where the 
owner entertained his guests by 
slashing at paintings with a 
whip and shooting the heads off 
Statues in the garden. He was ap- 
palled. It brought home to him 
how he cared for “the continuity 
of history”. It was, he said, a turn- 
ing point. 

Mr Lees-Milne's task was to 
persuade the owners of great 
homes deemed worthy of pres- 
ervation to give them to the Na- 
tional Trust, a body that had 
been set up in 1895 by Victorians 
anxious about the spread of in- 
dustrialisation. Up to 1936, 
when Mr Lees-Milne joined the 
trust, it had mainly acquired en- 
dangered land. Now it was after 
property as well. 

It was difficult to persuade 
an owner of a property that had 
been in his family since Elizabethan times to hand it over, for 
nothing. Assurances that the nation would be grateful did not 
carry much weight with a lord of all he surveyed. Mr Lees-Milne's 
main carrot in his negotiations was the promise that, when the 
owner died, his heirs would not have to pay the huge death du- 
ties that had crippled many families. The heirs could, in some 
cases, stay in residence in part of the property. A series of acts of 
Parliament made the scheme law. 

This redistribution of property was seen by some as secret 
socialism, although not by the conservative-minded trust, and 
certainly not by Mr Lees-Milne. The trust is independent of gov- 
ernment and is supported mainly by members’ fees and lega- 
cies. All the same, the 11.7m people who in 1996 happily tramped 
around the trust's 263 houses, castles and other once-forbidden 
premises must have included a fair number of Mr Lees-Milne's 
despised "lower classes". 


Jam on the sofa 


James Lees-Milne's parents were Worcestershire “gentry”, which 
made them, in class terms, just below nobility. He paints a pic- 
ture of a slightly dotty household, with a father deeply suspi- 
cious of young James's interest in art. Calling anyone "artistic" 
denoted "decadence, disloyalty to the Crown and unnatural 
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James Lees-Milne, who saved the country 
house, died on December 28th, aged 89 


vice," he noted in his memoirs. 
Mr Lees-Milne was notoriously 
disloyal in his gossipy memoirs. 
The stories he tells of the then 
famous are amusing in a 
schoolboyish sort of way. Of Ivy 
Compton-Burnett, he noted that 
the writer “ate half a pot of rasp- 
berry jam, and I was shocked to 
see her surreptitiously wipe her 
sticky fingers upon the cover of 
my sofa." He favoured the exotic. 
He had stories of Robert Byron, 
another writer, swimming in the 
Bay of Naples while being fed 
with chocolates from a boat, and 
of Rosamond Lehmann, yet an- 
other, at a seance, apparently 
talking with the dead. 

Although he had a wide cir- 
cle of acquaintances and admir- 
ers, Mr Lees-Milne regarded 
himself as an outsider. He was 
not sure whether to be a Roman 
Catholic or an Anglican, and 
tried both creeds. Politically, he 
was as right as you could get: he 
supported the Franco cause in 
the Spanish civil war. As well as 
his memoirs, he wrote a lot 
about architecture, published 
three novels and wrote some po- 
etry, which he showed to friends 
but was otherwise unpublished. 
Probably he would have liked to 
be remembered chiefly as a 
writer. But the fashionable en- 
thusiasm for conservation has 
provided him with his pedestal: 
during 30 years with the National Trust, as an official and later 
an adviser, he did as much as anyone to save the country house. 
Others took up the cause, but Mr Lees-Milne, single-minded in 
this at least, pushed it forward. 

He had his critics. A book on the trust by an American, Paula 
Weisdeger, criticised the amateurism of Mr Lees-Milne. Some 
critics agreed with her. But, as she put it, "several of the old boys 
took to spitting at me, in print. How dare I, an American, etc?" 
America's National Trust for Historic Preservation tends to look 
forward as much as back, perhaps because there is not all that 
much back to look at. It has just waged a campaign against 
"sprawl development" in Vermont, an echo of the anxieties felt 
by the Victorian founders of the British trust. France's Demeures 
Historiques, old houses where the family stays on but allows visi- 
tors (usually reluctantly) to look around, are closer to the British 
idea envisaged by Mr Lees-Milne. 

The vision has become fuzzy, perhaps inevitably. James Lees- 
Milne regretted that some National Trust houses where the fam- 
ilies had moved out now had the appearance of museums, with 
souvenir shops. Wandering around the rooms decorated and ar- 
ranged with "suave good taste", it was difficult to imagine that 
anyone had once actually lived there. Reaching for his most dev- 
astating barb, he said it was "just very faintly suburban". 
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Miss | é od its strategic challenges, Oxford’s fo weék 
AMP provides a unique opportunity to stand back and 
a pursue your own learning agenda, assisted by a top class 
team ‘of individual tutors. 





| ^ will j join a small and carefully selected peer group of 
Some ofthe most international and high calibre senior 





TORI amme by programme, a generation of business leaders | 
Is leaving Oxford's AMP with skills and perspectives. j 
sharpened: for the hi ighest responsibilities worldwide. Join — 
them i in 1 998. 
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Return to Caroline Lomas, Templeton College, Oxford, OX1 5NY, UK | 
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| The Oxford Advanced Management Programme 
= The Oxford MBA 


Name: CA dress: 
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Tel: +44 (0)1865 422771 Fax: +44 (0)1865 422501 
Email: caroline. lomas@templeton.oxford.ac.uk 
Internet: hitp-//www.templeton.ox.ac.uk 
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COURSE 


© Amsterdam Institute of Finance 








FROM LEFT TO AIGHI 
Brenda L. Childers 
Managing Director 
Christian C.P Wolff 
Progrom Director 


Theo Vermaelen 
Progrom Director 








Tremendous growth in courses and participants during 1997 re-emphasizes 
AIF s reputation as the foremost financial training institute for professionals. | 





| 
The Amsterdam Institute of Finance and its directors 
would like to thank our participants and clients 
for making 1997 a successful year. 


We wish you a prosperous and successful 1998. 


AIF provides high-level training in the areas of corporate finance, banking, 


portofolio management, and securities and derivatives markets. 


AIF - Herengrach: 205, 1016 BE Amsterdam, The Netherlands telephone: +31-20-5208555 - fax: +3 1-20-5208506 - e-mail: info@aif.n| 
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Founded in 1952, 

the Maastricht School of 
Management (MSM) is dedicated 
to excellence in global management 
education and performance. 


MBA/MPA 


MBA Programme 

Full-time - 12 months 

Accounting & Finance 

Information Technology & Management 
International Business 

Hote! Management & Tourism 
Economic Policy and Cooperate Strategy 


Executive MBA Programme 
Part-time - 24 months 
General and Strategic Management 


MPA Programme 
Full-time - 12 months 
Public Administration & Economic Policy 


Admission criteria 

Bachelor s Degree or equivalent 

Three vears work experience 
Proficiency in oral and written English 


EPP 

Executive/Professional Programmes 
Specialisations: 

In the period May 8 - August 13, 1998 
Marketing of Services 

Managerial Control and 

Management Information Systems 
[raining of Women Entrepreneurs 


Admission Criteria 

Bachelor's Degree or equivalent 

Three years work experience 
Proficiency in oral and written English 


‘© 


- 
- 


MSM 
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MSM 





Ph.D./DBA 


Areas of Research 
Management and Development 
Restructuring and Privatization 
Corporate Strategy 
Orgamzational Development 
Accounting and Finance 
Technology and Management 
Entrepreneurship and 

Small Business 

Environmental Management 
Information Technology 


Programme structure (modular) 
Coursework 

Field research 

Dissertation 


Duration and Timing 
Minimum 3, maximum 7 vears 
Starting in October 


Full-time / Part-time / Out-reach 


Admission criteria 

Master's Degree or equivalent 
Proficiency in oral and written 
English 

Preliminary research outline 

\ guarantee of financial support 
Application fee Dil. 100 


For more information please 


contact 


Maastricht School of Management 
(MSM) 

P.O. Box 1203 

6201 BE MAASTRICHT 


Tel + 31 43 3618318 
Fat + 1/43 3618330 
e-mail informaron mum al 


i f 
hrrp//wwwmsm ni 


Inte met 







Maastricht School of Management 


























. THE NATIONAL. 
UNIVERSITY — 
of SINGAPORE 


ADMISSION TO 
POSTGRADDUVDATE 


COURSE FOR SESSION 
1998-99 


MASTER IN PUBLIC POLICY 








The Faculty of Arts and Social Sciences, National University of 
Singapore, invites applications for admission to the Master in Public 
Policy (MPP) Programme for the academic year 1998-99, commencing 
13 July 1998. 


Developed in collaboration with Harvard University, the Programme 
creates an awareness of the complexity of policy issues and provides 
professional skills needed in government and management. Students 
learn methods of analysis and techniques in the management and 
setting of policy and the resolution of conflict. The multi-disciplinary 
curriculum emphasises both Southeast Asian and international 
perspectives. The Programme has an international student body 
drawn primarily from Southeast and East Asia, and this provides 
excellent opportunities for networking among the future leaders of 
the Asia-Pacific region. 


The MPP is a full-time programme consisting of approximately 17 
months of coursework and a Policy Analysis Exercise. Candidates 
seeking admission must have at least 2 years’ relevant working 
experience in the public service or other policy-related fields. 
Candidates must also demonstrate management ability and leadership 
potential. A good first degree with some background in areas such 
as economics, political science, statistics, law, and the environmental 
and other sciences is desirable. Interested applicants from both the 
public and private sectors are encouraged to apply. 


TEMASEK SCHOLARSHIPS 


The National University of Singapore offers attractive scholarships 
which provide both tuition assistance and a living stipend to students 
wishing to pursue an MPP degree. Nationals and permanent residents 
of Southeast Asian nations (except Singapore) are eligible to apply 
for these scholarships. 


Additional information on the Programme and the Temasek 
Scholarships is contained in the MPP Handbook which, along 
with the Admission Booklet, may be obtained from: 


Master in Public Policy Programme 
Faculty of Arts & Social Sciences 
National University of Singapore 
10 Kent Ridge Crescent 

Singapore | 19260 


OR 
The Singapore Embassy in ASEAN countries 


For enquiries: 
Tel: (+65) 874 6134/874 3500 
Fax: (+65) 778 1020 

E-mail: mppsec@nus.edu.sg 


All applications must reach the Programme by 28 February 1998. 
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" [ BachieLors-Masters-PH.D. 


Degrees for people ' who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELO RS; MASTER'S. of DOCTORATE degree by 


Match your utilizing your lite and work experience. College equivalent credits are f 


given for your: job, military, company trainin: industrial 
position with à | Courses, seminars and business experience cence.” 
legal degree — | We accept college credits no matter when taken. 


| Credit for work experie: nce No classroom ` A. 


attendance « Accelerated degree programs. p] 


‘Send. Resumé ior no cost evaluat ion. 


hoped 
PO Box 1338. rud | 


and Our graduatés are recognized for their actiatertenia in business and] [M à . 


transcripts industry. We will assist you in completing. your, degree requirements 
at your own pace through home study. - 


As you know | Send/fax detailed resume fora NO COST evaluation DIE 
cer ad Pacific Western. University. ' 
pone ert 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
| teacher... Hut - 34808) 597-1909 - 
degrees vere CALL; (800) 423-3244 ext. 137 UK: 0800:960-413 
doors. ^O Fax: e 9 471-6456 | E-Mail: ndinlgsiene@ pu. com 


-hüpfwwpwuhiedu 


Learn how easy 1t is to become a Certified 
Professional Consultant (CPC) in. your 
ewn field. Write for free catalogue. 

E mail ‘alleda dicono com 


-— anah The Consultants Institute 
ibi fh WWW, chester. es/aliseda | Dep EA, 30866 Prince William Street, Princess Anne, 
i MD21853 USA Fux: (4109651 4885 


One year International MBA a: N ijenrode near Amsterdam. An ‘initiativetaken by multinatio 


B : sale o train and HUN EAP TIN V Mes: 60 inotivared fellow students from Nij ije nr t de University 
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#31346 291607. THE NETHERLANDS BUSINESS SCHOOLS: 


ae te 






What c can the | 
EU-Japan Centre for Industrial Cooperation offer you? 


Are you about to be transferred to Japan? 
Are you considering venturing into the Japanese market? 





$ 9 9 — 





Do you need a better understanding of your Japanese partners or 
competitors? 

* Do you need to learn more about management practices and 
technological developments in Japan? 









^ Trainin programmes in Japan for EU managers" 
prog p 5 





4) "HRTP-Japan Industry Insight" to examine Japanese business 

structure, management dy industry through lectures, field trips, 
seminars, individual company visits. (Duration: T1 weeks, twice a 
year). Next session: 12 May-24 July 1998. Final application date: 
end of February 






2) "Challenge Towards World Class Manufacturing” to identify 
Japanese production processes and better understand “Kaizen” 
(incremental improvement), TPM (total product maintenance) and 
deis (total quality management). (Duration: 2 weeks, next session 

13-24 April 1998) | 


| -| Additionally; “Meet Asia i in Japan” í (9-19 November 1998). “Market & 
->F Product Strategy i in Japan" (6-16 July 1998). “Vulcanus (1, H, HD” 
00b traineeships in Europe and. Japan for studerits and young executives. 










For further information; plea: se contact the: 
 EU-Japan Centre for Industrial Cooperation, 
52 rue Marie de Bourgogne, 1000 Brussels, Belgium. 
| , Tel. +32.2.282 00 40 Fax. 432.2. 282 0045 
^^^ E-mail: office@eujapan.com 
Homepage: http: haw pmd. de/EU_ Japan/ 
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Do you wish to broaden your understanding of the Japanese market? - 








LONDON PIED-A-TERRE & | | TO ADVERTISE WITHIN THE 
GIBRALTAR PENTHOUSE | CLASSIFIED SECTION, 
*Belgravia 2-bed, underground carpark, CONTACT: 
£279,000. *Gib town centre, 2-car,3-bed | | Amy Stewart 


£175,000. *Both with 3 tels, hi-tech study, | London 
| aic location for international business ely 830 7000 


“tel. 443-171-7306671 Fax +44- IN: ea s New Yor 


8235048 email: patyoung@netbox. «com i (1-212) 541 5730 


i oade 


near r Wal — in an Area of Outstanding Natural 
Beauty 


oppo for well-fi nanced | 


. educational user 
Thames-side Campus (40. hectares) i includes exten- 
sive accommodation and has leisure, recreational. 
and hofel P potential. | 
For further informatie ion. ^ Fe by 26th January to 
+44 (0)171 834 9470 Cref..) 193). 





The Boisot Waters Cohen E 
ean Consultants & Architects . 


THE ECONOMIST JANUARY 3RD 1998. 





















EDAW 


EDAW, the economic development, planning, environment: 
design practice is seeking to fill three new vacancies. Candid 
the three posts should submit a full cv, together with a cov 
David Fell, Director of Economic. Development, at the addre 
closing date for applications 1 is 16th January, — 








Post 1: Economic Consultant 
You should have between tw anid five years’ experience: in 
environment, in the fields of economics: or economic developm 
expertise in a particular project area would be an adva 
. quantitative skills are. essential, while familiarity with analyticà 
| packages would be an advantage. im 
















the d ud phis aud ENT: global 
emphasis on. leadership development within a 
T OF UN: Concerns, Mixage (o ‘sustainable 






: leadership program: 
: curriculum - contex 





















Post2: Junior Consultant | 
You should have a good recent degree (preferably a Masters) i in econor 
planning or geography from. an institution. with known strengths in 
disciplines. You should, in any. case, have strong quantitative skills an 
good grasp of the contemporary economic geography of the UK. You should 2 
not be afraid of acting on your own initiative, nor of doing dull things from t 
time to time. 4 ee 







perience, “atid: research. interest i in two of the qim Min areas: 
on. and moc Development, Education Amr. ation, 















dns English and preferably another UN Toncu. The: duci 
d will be offered. an initial. ale al contract with. possibility of 














Post 3: Marketing Co-ordinator/Executive Assistant 


You should have a good first degree i in planning, marketing, environmen 
| or social sciences, with. between two and five years' experience 
professional consultancy. You should write clearly, enjoy working w 
professional colleagues, and welcome. working to tight deadlines. You w 
be expected to take initiatives on behalf of our four European offices, as 
as support the efforts of one of the senior Directors. 










inistrative and Financial Officer: to e manage, in accord with the 
and procedural guidelines of the UNU, administrative services of the 
luding personnel, budget and finance and facility operations; 
he efficient administration. and. financial operations of the 
programs. Candidates must have a Masters degree in a relevant 
levant experience preferably in the UN System, complete fluency in | 
glish; and preferably a second UN language. Fluency in Arabic will be an 
sset, This post we be. filled at the L2 level: of the e United Nations salary 













EDAW is expanding rapidly, creating good opportunities for sapabie $ 
intelligent people, irrespective of their age, gender, race, disability 
otherwise. If you think we should consider you, write as soon as P sí 
explaining why, to: | pe 
David Fell, EDAW, 80-82 one Inn. sone London WciX SNH. 
















cw of recothinendation, and a statement of philosophy, 
n 24 January 1998 to: The Director, UNU/ILA, c/o University 
an, Amman, Jordan. Fax: 9626-837-068. "s 
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| BRITISH DENTAL ASSOCIATION E? 
| aae dem ^ WORK ING FO R DENTISTR 


i ‘The British Dental Association’ is ; the professional association and trade t union for. dentists. ‘Our : 
| General Practice Department supports negotiations on behalf of dentists working in NHS general 
| | practice : and provides advice. to members on all aspects of practice management, whether NHS or. 


private” 







Wea are feolane for a cbasiness ccona to develop our information services and expertise in all 

matters relating to the economics of dental practice; to monitor and analyse NHS administration _ 

| statistics; to support the negotiators by the provision of data from existing sources and by new data i. 

| collection through surveys. Good analytical and writing skills are essential, as is an interest in small 

| business management. In the longer term, we expect the postholder to develop a dedicated research - 
ju 





ò rr smoking offices are at 64 Wimpole Street, London WIM SAL. The salary is in the region of 7 
: | £35, 000 and benefits include an excellent contributory pension scheme. For an application { form and 
| k job profile, please A 01 71 935 0875, extension 247. The closing date is Monday on Februi H 
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iorebank Adis Service cooperation w Disa ndertaki ig 1 a 
five: year Small Enterprise Technic Assistance and Financing Program. The 
program will cover Armenia, Georgia. and Azerbaijan, and will utilize a range 
|] of financial intermediaries and business. support initiatives to help build small 
| and micro-businesses in the: region. The program intends to fane funds 


| through various local and international sources. 












/HIID Seeks Candidates for "Microfinance 
Specialists to Work in India s 









The Harvard Institute for International Development is seeking ay ad B 
resident advisor to work on institutional commercial microfinance: fo o 
an 18-month period in India; and (2) short-term consultants forthe ` 
Same project. The work, under an expected contract with USAID, will 
- involve advising on the implementation of a pilot project designed to 
introduce "best-practice" microlending in selected Indian rural bank 
branches and advising on changes in loan forms, reports, and proce- 
. dures. The project will work with several agencies of the Indian govern- 
ment; the pilot program may lead to eventual widespread introduction 
of best-practice micro-credit into the Indian banking system. 

The Resident Advisor will monitor and oversee implementation of 
the project; participate in the fieldwork and data analysis: advise on 
specific aspects of the new loan methodology; and serve as the project 
liaison between HIID, USAID, and the Indian field teams. Short-term 

. consultants will be needed who have experience in a combination of 
some of the following: (1) loan design and implementation (2) develop- 
ment of an improved loan collection and administration system (3) 
branch modeling and feedback (4) studies of client demand (5) human 
resources and staff training and (6) back office procedures and the 
development of appropriate management information systems and 
forms and procedures. FE 

Qualifications for both the advisor position. and consultants include 
an MBA, MA, or PhD in social sciences or economics; ; operational 
experience in successful microfinance programs in developing coun- 
tries; and 5 years work experience in microfinance and related fields. 
Experience in India/South Asia will be helpful. Candidates for the advi- 
sor should have expertise in financial analysis and experience in. — 
project management in developing countries. 


Senior Program Manager serves as à senior. credit. officer and chief 
administrator for the program within a ‘Specific. country, responsible for 
program performance as well as oversight of all aspects. of program | 
administration and implementation. The. individual will be part of a | 
management team responsible for the overall success of the regional initiative. 


















Senior Lender serves as a manager and consultant to the credit department 
within local commercial institutions. The senior lender provides backup to the 
program director and senior program managers in all functions. 











Qualifications: Two years or more of management and supervisory experience; 
Three years or more of credit. experience; Familiarity with a range of 
commercial bank products. and operations; Training. experience; Strong 
computer skills; Good written and oral communications skills; Experience 
living and working c Overseas; Russian language skills preferred. 


























An internationally competitive salary and benefits package i is provided. 
|. Start Date January/February 1998. 
f Applicants. should forward a detailed C.V. to: 


MARE McKeiver, 1950 E. 71st Street, Chicago, IL 60649 
E-mail: SASISBK@aol.com; FAX: 773/753-5880 
Applicants will be reviewed until January 19, 1998, 


Shorebank Adv isory Services is an Equal Opportunity Employer 
























& e | Director/Prog ramme Manager, UNDOS 





Susan Lindbergh, Office of Human Resources tel: 617-495-9755 
Harvard Institute for International Development | fax: 617-495-0527 | E 
One Eliot Street, Cambridge, MA 02138, USA slindber & hid.harvard.edu .— E 












Bechügroónd: The primary role of the United Nations Development Office for 
Somalia (UNDOS) is to establish a planning framework and processes to 
guide and support the reestablishment of governmental structures, 
Tehabilitation and development actions in Somalia. UNDOS core functions are 
E and data collection and analysis, documentation, advisory and 
port to-capacity building of administrative structures and economic 
| and social development planning. UNDOS acts as the secretariat to the 
ae Somalia Aid Coordination Body (SACB) composed of country donors, UN 
| agencies and international NGOs. UNDOS is expected to provide, as 
| required, support and assistance to UN agencies, bilateral organisations, 
| international NGOs as well as to projects and programmes for project design, 
AT ee and evaluation, anc training. 






















COMMERCIAL LAW DEVELOPMENT 
IN MOLDOVA 













$ The IRIS Center has an immediate opening for a long-term Legal Advisor in 
Chisinau, Moldova, for a one-year term. Salary is based on past compensation; 
] benefits include overseas salary differential and a housing allowance. 










Í The Advisor will work with host country counterparts to strengthen Moldova's E 
B capacity to draft commercial legislation that is coherent, workable, appropriate 
B for a market economy, consistent internally and with other laws, and consistent 
E. with the rule of law. Required: Law degree; thorough expertise and five years 
E highly responsible legal experience in commercial law; substantial experience in 
É one or more of the following (with some experience in the others): civil law. - 

E systems, fundamentals of commercial law, legislative drafting, litigation, and 

& business/corporate law. Preferred: Fluency in Russian, Moldovan, or 

E Romanian; experience in long-term technical assistance projects in the NIS, 

| | particularly in Moldova. 







Mo n». c. 








1 éurrent situation i in v Somalia 











Si Qualifications: The incumbent must have an advanced degree in relevant 
| disciplines . (Economics, Development Studies, Social Sciences, Public 
Administration) with a minimum of 10 years of senior level planning and 
management experience in an international setting. Working experience in 
developing countries is essential and in post-conflict societies an asset. 

"Somali experience is desirable and an advantage. In addition to excellent 

| organisational and presentation. skills, he/she must have excellent 

] Management Skills. and the capacity to- supervise high-level professional staff. 

| Experience in large scale rehabilitation. and reconstruction programmes is an 

* advantage. Must be familiar wit funding. procedures of major donors and the 

IS. JN system: Fluency in spoken and written English is required. 
















| APPLICATIONS: Please send a resume to Administrator, IRIS NIS Market 
@ Environment Project, 2105 Morrill Hall, College Park, MD 20742, Fax (301) 
B 405-3239. Faxed resumes should be followed by a mailed original. Only those 
E chosen for interviews will be contacted. IRIS is an equal opportunity 
j employer; women and minorities are encouraged to apply. —— 
















ers of. the Offic ice is currently in Nairobi. The duration of the post 


D The Center for Institutional R d the Informal Sector (IRIS te 
ah the ‘expectation of extension. E SV Vaso sdb Totoral p ADHI 


& institutional reform in countries undergoing transition from communism by. | 

providing technical and organizational assistance under contract with USAID. 2 
The main institutions of concern to IRIS are the rules that structure incentives to € 
= stimulate production and mutually advantageous 


















Interested. dim dividuals should address a detailed CV, including references, to: 


UNOPS 









MOSS S EON BME OBA cue : $ 2, A 












| E : È trade, and that provide the legal framework for : | 
PO. Box 28832, Nairobi, Kenya : E democratic societies with competitive markets. zat Q 
Fax: « (2542) 447943. e-mail: SRRPQFORM- NET. COM T IRIS is affiliated with the Department of | / 71$ 
: Economics at the University of Maryland. T; ar & 


s.mustt TANE not later than 15. January 1998. Interviews will 
ound mid. bruaty 1998. Š 
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; Background: 
g .cSimce the beginning ot ihe ranehes, 
Ethiopia! 1as been experiencing s: TREIS 
| cant political, économic and social 
changes. Despite t the efforts. af the - 
. Ethiopian government to strengthen 
market economy mechanisms and to 
dagentralise.and regionalise decision 
making. sinictures, the country is stili 
. facing a aumbe r of problems (poverty, 
. Spi degradation, regional conflicts, 
ete}. The elabration of sound develop- 
melt strat egies ig essential ta promote 
economic growth ánd to alleviate pa- 
verty in the context of limited resour- 
* ces. So far the capacity af Ethiopia s 
admins strati ün regardi ng the elaborati- 
. on and implementation of such strate- 
` gies has: proved to be inadequate 
i Án this context, a joint German- Ethiopi 
“an project has been launched ta build 
up and strengthen Ethiapia s capaci- 
ties concerning the elaboration and 
implementation of regional and struc- 
tural palicies as part af the national 
economic policy. The project aims at 
|. Strengtheninc 8 the capacity of the Re- 
- gional Planning and Development De- 
 pattment' and the "Regional Planning 
Bureaus io enable them to assess the 
c economic structural c hanges at natio- 
"ndi and temanal level as well as the 
| stre ngths and weaknesses of the regi- 
ons and to elaborate regional and 
structural strategies for Ethiopi a. 
. Your Responsibilities: 
We-can offer you a two-year contact, 
with apossibility of extension, for a hig- 
hy interesting and challenging job, 































BUSINESS & PERSONAL 





FOR YOUR FREE COPY of “Isle of Man 
Portfolio - The International Business 
Magazine of The Isle of Man’, 
htip.//www.enterprise.net/portfolio 


FREE: CASH GRANTS! College. 
.. Scholarships. Business. Medical bills. 
; Never Repay. Toll Free 1-800-218- 
. 9000 Ext. G-4265 


visit 


starting as soon as possible. Your taska 


include: 
* Analysis af the political, social arid 


economic situation in Ethiopia andits - 


regions by means of modern data cok 
lection methods; | 


» Analysis of international experiences 


in the field of regional/structural pë- 

licy and their adaption to the Ethiop- 

am context, E 
s Advice on, and support af 


the promotion of inter-institational - 


management in regional and struc fi 
ral policies, including the establis- 
ment of a joint commission of the tgr 
tral and regional administrations, > 

-the establishment ¢ 





data and information system as à he 
sis for reqional and structural policy 
decisions, B 
the elaboration of a nation-wide re 
gional policy framework/plan, 
*Reecroiiment and guldaace.of shori- 


term experts and trainers dea ang witht 







specie topics, 
* Preparation and evaluation of missio 


*Prepatation and imple einentátion: gf 


counterpart training courses and ela 
boration of training materials: 

«Coordination and cooperation with 
other donors and with relevant govern- 
mental and non-governmental institu- 
tions; 

«Planing, organisation, management 
and monitoring of all project activities. 

Your professional profile: 


You possess an advanced university . 


degree (Master or PhD.) in economies 
ar related subjects. You have at least 


STAY IN LONDON - 


‘ten years of consulting experience in 


You have preferably worked abroad in 
C the frame of techmcal cooperation 
with dex veloping 
“Your personal profile: 


of a natian- wide 


- personnel management 


i recte 


Martin. Marsehke, Division 609, Deut- 






CUT THE COST OF YOUR 


Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 










the fields-al economic, agricultural, ie- 


gional and structural policy with em. 


phasis on development policy issues. 


countries. 


You have a f 
tegrity and professionalism anil above. 


"d h degree of personal in- 


average communication and negona- - 
tion talents, also with high ranking po- 
litical partners. Your frustration theas- 
hold is high while your capatility of uv 
tercultural teamwork i$. outstanding. 
You are-an expenenced manager, es- 
pecially with fespect to: 
-dentiication ar id management of local. 


KROWY how 


- project management 
-er institutional Management 
“city, bu igi HEC 


icapa- 






i ft für iiu us 





















pub ic of AMA and other chents, its 
Objective is to improve the. opp ortumties 
of thé peopte ofthe Sen trand East and 
to secure me natural foundations di 
their lives; Si eas 

Are you interested? Ti hen pleast 
your complete-apptication (tabular CV, re 
commendations, photo) quoting MA 3 to 


e sendo 


sche Gesellschaft für Technische Zu: 
sammenarbeit iGTZ) GmbH, Past Office 
Box 5180, 65728 Eschborn, Germany. 





NEW AUTHO 
PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDER 








equipped kitchen-dinette, bathroom, phone, 
satellite T.V., central heating, elevator, maid 




















DENM REN Fiction, non fiction, Biography, F eligio 
3OV'T. FORECLOSED homes from 










: -LOSEL FINANCING SERVICES WORLDWIDE, | service, resident manager. Suit 1-2 persons.) fi Poetry, Childrens, 
jennies on $1. Delinquent Tax, from $3 million to $5 billion and up. Mesure obra TETERA AUTHORS WORLD-WIDI ANA 
Repo's, REO's. Your Area. Toll Free AMC (215) 343 9180, Fax (215) 343 | asetnemare Gordene. ea Avert E ud | 





- TEL: 0171 584 4123. Fax: 0171 584.3058. 
E-MAIL: KNI541@HARLEYWEB.CO.UK 
Internet: WWW.HARLEYWEB.CO UK/KNIS41. 


1) 800-218-9000 Ext. H-4265 for 


5969. 3146 Bristol Rd., Warrington, PA 
irrent listings. : 


18976, USA: 
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. | Open Society Institute seeks Country Director for information office in 
| Tashkent, Uzbekistan. Develop operating, grant-giving ^ programs, 
| implementation strategies, mechanisms for disseminating information about 
OSI!s grants/scholarships programs; identify. recruit candidates for 
graduate studies; recruit, train, supervise local staff: oversee budget. | 
REQUIRES: Fluent English. and Russian/Uzbek; - 4* years ngo | 
management, 2* years work exp. in former Soviet Union: exp. working with | 









skills; BA with Masters preferred. Extensive travel. 
Send cover letter/CV before 1/23/98 to: 
Open Society Institute, Human Resources - Code UZBEK, 


A00.W. 59th Street, NY. NY 10019, 
or fax to: (212) 548-4607. 






















AE CEO 
. Central Asian-American Enterprise Fund 


B venture. capital fund initially capitalized at 150MM by | 

. USAID; offices in Tashkent, Almaty and other Central Asian | 
| cities, Invests in small and medium sized companies. Interacts | 
t with high level officials in the US and Central Asia. Strong staff 
of 80. 


zi We seek a savvy, skilled middle market banker or venture 
À capitalist with managemem strength. Understanding the region, 

working knowledge of Russian or the languages of the region 
| and/or experience working in emerging economies preferred. 
“| More info on the web at http//www.tiac.net/users/imsurf/ 


ib: Contact: F. Jay Hall, Isaacson, Miller, 334 Boylston St, Boston, 
: [MA one: Fax: 617-262 -6509; E-mail: ffh@imsurf.tiac.net. 







HA VARD UN IVERSITY 


EXECUTIVE PROGRAM ON | 
MACROECONOMIC POLICY AND MANAGEMENT 


June 22 - July 31, 1998 
Cambridge, Massachusetts, USA 








Designed for analysts and policy makers working on macroeconomic 

issues in developing ànd transitional economies. Topics covered include: 

. Exchange rate and balance of payment management 

* Fiscal policy, monetary management, and inflation 

+ Macroeconomic, capital market, and financial sector interactions 

* Techniques for assessing macroeconomic oerformance 

* Managing the transition from stabilization to economic growth 

» Using computer- based model results for policy design 


do esed EEE TE FOR TRSA TIONAL DEVELOPMENT 













FAX: (617) 496- 291]; TEL: (617 ) 495. 977 Zt 
E-Mail: mac teachér hiid.harvard eh 
www. hid harvard edu/trauung 







U.S. labour organisation seeks 





International Finance 
Economist 


| for policy-related research, analysis. 
and advocacy. Please send CV to: 













| . Thea Lee 
AFL-CIO Public Policy Department 
Fax: (202) 508-6967 

.- E-mail: tlee@aficio.org 


| “book put | her offers v publishing ] [. 
services for b oks of all: aed For E * 










ore DECEMBER AND D EXTENDS DEADLINE 


a board, strong financial management, organizational, interpersonal, writing | | 


less than three firms. 
applicants will be required to express their interest by completing and 





- ARGENTINA 
SUPPORT FOR 
ENTERPRISE RESTRUCTURING (SER) - 
. LOAN No. 989/OC-AR 


- PROCEDURES | FOR THE SELECTION AND HIRING 
OF MANAGEMENT SERVICES CONTRACTORS (MSCs) 


The . Argentine Government, through the Secretariat of Industry, 
Commerce and Mining under the Ministry of Economy and Public Works 
and Services, pursuant to Loan Agreement No. 989/OC-AR with the Inter- 
American Development Bank (ADB), invites skilled firms and institutions 
from member countries of the IADB, to express their interest to participate 
in the pre-qualification of two management services contractors (MSCs) 
for the private operation. of the Component of Direct Support to 
Enterprises under the SER Program. This Program, with resources in an 
aggregate amount of US$ 200 million, during a twenty-seven months 
period beginning in 1998, will improve the competitiveness of 
approximately 6,000 small- and medium-sized Argentine companies with 


| annual sales of up to US$ 30 million. 


Activities required from MSCs include: (i) start-up and management of the 
access platform to facilitate enterprises participation in the Program; (ii) 
promoting the SER according to planned guidelines; (iii) guiding the 
companies towards the identification, elaboration and implementation of 
an Entrepreneurial Development Plan (EDP): (iv) formulation, verification. 
and evaluation of private projects for business reorganization which 
include technical assistance, training and/or joint ventures; (v) managing 
funds allocated for EDPs; and (vi) facilitating access to information on. 
other available programs and service providers. MSCs will be required to 
ensure the promotion of women participation in ail activities under the 
Program, geographical coverage of the national territory and 
consideration of the EDP's environmental impact. in order to perform such. 
activities, MSCs will be required to meet the following characteristics: (a) 
the capability to explain economic scenarios and market levels of 
competition; (b) significant knowledge of businesses, their operation 
methods, devetopment paths and typical obstacles to business in their 
activities; (c) the capability to provide support in their selection of 
consultants with skills required by the EDP: (d) the capability to provide 
services in a large geographical area; (e) the capability to select EDPs 
which will provide the quality step-up required to increase 
competitiveness, and (f) the capability to interact in order to stimulate local 
institutions, thus motivating them to actively participate in the Program. 


Procedures for the selection and hiring of MSCs will include a technical 
evaluation of potential applicants in order to make a pre-qualification of no 
In order to participate in such prequalification, 


delivering the RFI by the date and to the address mentioned below. The 
RFI will include information on: (a) background of the firm, (b) comparable 
services, (C) experience in Argentina or similar countries, and (d) Spanish 
language capability and use of local consulting. 


| Pre-qualified MSCs will be invited to submit technical and economic 


proposals (two-envelope procedure), for the services required in each of 
the two zones in which the country will be divided. Upon receipt thereof, 
proposals will be subject to a technical evaluation and those obtaining at 
least the minimum technícal score required will rank equally for a 
succeeding step. Subsequently, the envelopes with the economic 
proposals will be opened. The contract will be awarded, for each of the 
zones, to the firm selected in the first place on the basis of the lowest 
economic proposal. The same firm will not be hired for both zones. 


Only formal written expressions of interest submitted in Spanish 
through the RFI duly completed and received by February 2, 1998 at 
6 pm will be considered. RFI is available to applicants as of the date of 


| this announcement and may be requested personally, from Monday. to 


Friday between 10 am and 6 pm, by mail, fax, e-mail or Internet. On 
January 8, 1998 there will be one information conference. 


Coordinador: Programa de Apoyo a la Reestructuración 
Empresarial - Secretaría de Industria, Comercio y Mineria 
Ministerio de Economía y Obras y Servicios Püblicos . 
Paseo Colón 185, Piso 4, Oficina 403 

(1063) Buenos Aires, Argentina - 
Teléfono: (541) 349-5321 - Fax: (541) 349-5324/5426 | 
E-mail: pre@meyosp.mecon.ar - http://www. mecon.ar/csgpre 
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agos oe Water Cóqonition 1 is ‘inviting expressions a 
terest from suitably qualified contractors or consortia to 
for a concession to transfer responsibilities. for water 
plies in the defined area under a 25 year. contract. 


e contract will provide for transfer of responsibility for 
rovision of water supplies to the project. area of Lekki 
rridor and the Islands. This area-has a total population 
of approximately half a million at present which i is expected 
to double during the period of the concession. 

The area houses a domestic population of the highest 
nomic category in Lagos and is home to most of 
major institutions and embassies, headquarters of 

or international firms etc., based in Nigeria. 





. The existing assets available for the provision of water 

| supplies in the concession area, which have been 

z extensively rehabilitated, will be transferred to the 
concessionaire under a Lease Arrangement. 

_ Whilst significantly improved, these assets are only able to 

.. meet 30 per cent of the present estimated demand. — 


- The concessionaire will be required to implement an 
|. approved programme of investment to improve levels of 
service in accordance with an agreed. schedule. A major 
component of the investment programme is a new water 
[| production and transmission system to be procured under 
J| a Build, Own, Operate and Transfer Arrangement BOOT. 
Hi. Discussions are being conducted with the Government of 
F the Republic of Nigeria and the World Bank concerning 
J| the provision of guarantees on the SOREN tisk elements 
of this project. 









Ji. Suitable certified Companies are ied to collect a copy 

{| of Request for Pre-qualification Documents [RFQ] from the 
undersigned to be returned by 24 February 1998. 
Pre-qualified Companies will be advised following this date. 


A Request for Proposal Documents [RFP] will be issued in 
]| Apri 1998 from the Corporation’s Office in Lagos and 
. United Utilities PLC Office, Warrington, England 
j appropriate. | 
-> The documents {Pre-qualified document) are available for a 
non refundable fee of N10,000 or £90 at the Lagos State 
| Water Corporation or its designated Consultant, United 
I Utilities of the United Kingdom. 
| Interested companies should address enquiries to: 
| The General Manager, Lagos State Water Corporation 
yi. Headquarters, ljora, PO. Box 555, Lagos, Nigeria, 
dj. Tel: 2630590, 2630713, 2631738 
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ll occupation of Kuwait i in 1990- 4 1991. At total or 
| million claims have been. filed, with an asserted value e 
ll US$230 billion. 


| The claims beer ihe dic m by individuals; 


| verification and valuation of the claims. 


| The UNCC Secretariat intends to complete processing of the 


| Applications may also be submitted by facsimile. — 






^ OF FOR oe | 





ee DOPVICORI in Loss : Ad 

































corporations, governments and international organisations, cover. 
a broad range of loss types and have been divided accordingl 
into groups with similar characteristics and/or issues. UNCI 
requires expert assistance in the fields of loss adjusting and. 
accounting, with respect to global as well as specific issues in the. 


remaining approximately 16,000 claims, (corporate, government 
international organisation and individual claims over: 
US$100,000) within a six-year. period. ending in 2003; and in so. 
doing will solicit consultirg services as noted above for each of 
the groups of claims. It is currently envisaged that the 
requirement for these services will remain: constant as several 
instalments, each consisting of up to 1,000 claims (depending on 
the size and complexity. of the claims), will be prepared for | 
submission each year, according toa i detai led timetable. 


The Purchase and Transportation Section of the United Nation: x 
Office at Geneva, on behalf of the UNCC; would like to invite a 
firms that consider themselves capable of undertaking. such: 
assignments to express their interest in participating in this work: 
programme. Firms which will have been found qualified by th 
United Nations will subsequently be contacted with relevar 

Requests for Proposals as s they : are developed. | 


interested firms should submit a sealed application marked: 
"EXPRESSION OF INTEREST - UNCC CONSULTING 
SERVICES” 

which should reach the following address by 20 January 1998: 
Mr. K. Herrel - | f 
Chief, Purchase and Tráfi&portation Section 
United Nations Office at Geneva 
Palais des Nations, Room 35 
CH-1211 Geneva 10. 
Fax no.: (41 22) 917.00.13 


Applications must be accompanied by the following documents: 

* Abrief description of your firm and the services your firm can 
provide in the areas of loss adjusting and/or accounting; 

* Abrief indication of completed or on-going consulting activities 
in the above areas; 

* An indication of your firm's related areas of expertise, such as — 
economics, civil engineering, environmental damage | 
assessment, etc.; 


* Annual reports for 1€95 and 1996; and 


* Turnover and. number of employees providing the above 
consulting services for the years 1993-1997. E 


B | É 






PASSPORTS? 

_ | @ A second passport can save your life. 
| 9 The truth behind passport deals. 
9 70+ countries explored in detail. 

| New business opportunities. 












e Altering your source of it income and IE 


| relocating your assets.. S F — ; — ie -— — | — , : 
» Corporations and LLCs TYPICAL INCORPORATING FEES | 


© The best time to move. __ 
















































GERIZAN € Explore the concessions given by e Free name reservation Delaware — $199.9 - 
prea: certain bigh tax countries. | A + del : : 
| @ Escape the control over your life `- — 3 UN * Personal assets shielded . Wyoming $285.00 | 
Nu property one beld by Pig ore vious x4 CE || confidential and cost effective ‘Nevada $380.00 - 
ank accounts with no i n 09 
@ How to disappear from all computer & Leave no paper trail. * Full registered agent services 3 Utah $270. E 
and information banks. (09 Obtaining secured credit cards. 






FAX: 302-421-5753 TEL: 302-421 -5750 


(099 The secret art of ghosting. | 

S = | | ae. | iatis | | E Mail: corp? dca.net 

k i ia s PREX Incem back ente , || Registered Agents, Ltd. wen site: www.incusa.com | 

Scope International Ltd, Box No 6929, Forestside House, MAÁUITGCTELRTIAUTIEREUAERRRLÁAUUALRTBÓÓLLMAAERIC 
aan Castle, Hants, PO9 6EE, England, UK fg 7 Market Street, Suite 606 * Wilmington, Delaware 19801  [ 


Tel: +44 1705 631751 Fax: +44 1705 631322 


@ Tax avoidance (not evasion?) 










Save 30-70% on International Calls 








rated m in Callbac k 


nai Telecommunications Association. 


INTERNET TRADING 
OF U.S. SECURITIES 
With 
THE PRIVACY AND 
PROTECTION OF AN 
OFFSHORE COMPANY 






| The complete offshore package offers: 


_* Corporate Trading Account 
An International Bank Account 
Secured Credit Card ad 7 
An Offshore Company = rey 00+ "I | acorncomi 
Account Protection in the U.S. brokerage ne RR A COE ' 
account of up to $50M 

* On-line Portfolio Valuation 

* High Yield Money Market Sweeps 

* Instant Worldwide access to your account 


e 9 9 4 





ad atur e 


| http: //www.bhisecurities.com 


Not available to U.S, citizens or residents. 
The investments or services to which this advertisement 
relates are available only to professional investors. 


yeu ADVERTISING. 
t just for the first month, 


1 Most new customers are 
referred by satisfied 


ATES TO pd “ys 


PEE 
jFrance......30€ 


































{Germany ....24€ NewWorld users 
| | | Italy " ase & 8 * X 38€ Now eam 20% by 
m —— NUN Netherlands. .31€ referring P friend 
., | | Readers are recommended | Switzerland. . 29¢) - 
| | to make appropriate enquiries and | 4 Brazil. , RACE 69€ | Numerous Special Services Included 
take appropriate advice before sending 4 - No Extra Charge - 


| | money, incurring any expense or 
` | [ entering into a binding commitment in 





Guaranteed i Capital P | "rogi 400 Fax: 201.287.8434 











35 years experience | [ relation to an advertisement. The | 
WRITE ORCALL TODAY | | Economist Newspaper Limited shall | 171.360.5037 Fax: 44.171.360.5036 
Dunn & Hargitt Intl. Group — | | not be liable to any person for loss or | orldtele. com jap EN naear iole com 
41 Ave. Legrand, Box 1. | | damage incurred or suffered as a | 






Business to Business agents welcome IN A LD 


| | result of his / her accepting or offering | | 
201-287-8400 O EALA ki | 


1056 Brussels - Belgium | 

| | 2.80 | | to accept an invitation contained in any || 
| ea Fax: 32-2-648.46.23 | advertisement published in the J 

i Nott available i in Belgium, ! us & UK a 











i Economist. : $402 TEARECK ROAD -© SUITE 114 - 
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EE offshore companies from 
-immediate delivery, Full 
e service. Fax: 00507-2130338. 


APART MENTS IN| | 
LONDON & EUROPE 






international Company 
Formation cen 








iS corporations $ i L c S. every Beate ^ 5 
s Offshore companies: Caribbean, Europe, Fat Eust 
Past, reliable, discreet service since: 1983. S 
USA Corporate Services bie, AE a wee 
170 Washington Ave, Albany, NY 12210 uini. ——— 

(5184133-1400 « FAX (31843341489 Tr AT CY rr 
uon hpiieww.cyhl.convoffshore ': LONDON SUITES 

iDEN MMC LUXURY SERVICED APARTMENTS NEAR HARRODS 
- EM CHOOSE FROM A SELECTION OF BEAUTIFULLY 

- ME APPOINTED FULLY REFURBISHED ONE AND TWO | 
Bi BEDROOM APARTMENTSIN KNIGHTSBRIDGE f 
ALL FULLY EQUIPPED WITH MODERN FACILITIES | 


12 OVINGTON SQUARE 
NIGHTSBRIOGE SW3 ILH 
TEL. 0174-581 5486 
FAX: 0474-584 2912 


” DELAWARE (USA) 
E 





- - ISI Shecie #1054 e 






DE USA 19810 
302-477-9800 * 800-321-08? 3024779811 
E-mail: coipCodelteg com € ilio http: / /delteg com 





DOMINICA 
| CITIZENSHIP & PASSPORT 
~ Fully Legal Programme 
Extensive Visa Free Travel 
Based on US$50,000 contribution | 


information / immediate service from: 
OFFSHORE DOMICILES 
mn LIMITED 
Sovereign House, St. Johns, 
isle of Man IM4 3AJ. 
Tek + 44 1624 801719 
Fax: + 44 1624 801990 
E-Mail: info@otidom.com 
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 DOBKIN & SHERMAN, P.C. 


(82901 Muidlebel Road, Suke 300 
Farmington Hills, MI 48334 U.S.A. 
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MMIGRATION TO CANADA. 
an immigration Lawyer wili 
re Viša application and conduct 
job search for prospective immigrants. 

Very reasonable fees. Leonard 

Simcoe, Ref, E, 1255 Laird Bivd., 
“#208, Mt Royal, Quebec, Canada 
_H8P 2TI. Fax (514) 739 0795. 

Email: 78143.2031 @compuserve.com - 
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i, Winter Break 
in London 


Low season rates apply Jan - March 





"We offer 24 Apartments ranging from 1-3 
lbedrooms. Each apartment has a fully 
&quipped kitchen. / reception / maid 
wervice / satellite TV. 24 hour reception 
"with fax and laundry service. 


njoy Tax Advantages, i 
acy and Asset 
Protection by Forming a | 
U.S. Corporation or LLC. E 






Very Competitive Rates. 
Special Attention to 
All vour Questions 
at No ae ed Cost. 


“fhe perfect alternative to Hotel 
Accommodation for the visiting family or 
"business person. Comparative — rates, 
privacy and ideal location Knightsbridge. 
Museums and the Exhibition Halls at 
Earls Court/Olympia make Collingham 
Gardens the ideal home from home. 





| | M RINE OL TIONS, INC. 


For rates and brochure please contact: 
i Phone.: USA«(619) 578-7541 


26-27 Collingham Gardens, London 
SWS QHN 

Tel: 0171-244 8677 

Fax: 0171-244 7331 


BAX: USA+(619) 578.0238 
E-mail: cbs@millennianet.com 
Ask for a FREE information packet. 








‘Ww CANADA IMMIGRATION W 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 

110-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 

INTERNET: - httpzlconfraternity. be.cal/visal E~-MAIL-passport@infoserve-net 
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The m Store is one "ere the 

longest established professional 

firms specialising in UK and 

INTERNATIONAL company — 

formation and associated services. 

e Free advice 

* Free colour brochure 

* Free name check 

* Full nominee & domicilation & 
associated services 

* Ready made & own choice of 
name Co’s 

* We undertake to refund the 

difference, if you can obtain the 

same services elsewhere at a 

lower cost 





.....0800 26-26- 62 
THE COMPANY STORE 


Per ee ee ee 


Harrington Chambers, 26 North John Sir eet, 


Liverpoo 1 £2 ORU, UK. 


Tel: 444 151 258 1258 Fax: +44 151 236 0653 
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Tax Planning | 


We incorporate and provide management | 


services to all leading jurisdictions. 
Offshore structures can cut taxes and offer 
significant asset protection. 


For further information, please contact | 
ISLE OF MAN - DIANE DENTITH - FCIS 


TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsl.com 
GIBRALTAR - STEVE ROWLEY 


TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsi.com 


HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 © 
FAX: + 852 2545 0550 

E-Mail: hk@icsl.com . 
SOUTH AFRICA - CARL LIEBENBERG 
TEL: + 27 21 418 4237 
FAX: -- 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 171 493 4244 
FAX: + 171 491 0605 
E-Mail: uk@icsi.com 

USA - JERRY BAKERJIAN - BBA 
TEL: + 1 954 943 1498 
FAX: + 1954 943 1499. 
E-Mail: usa@ics!.com 
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Since 1975. 3 oc a8 
over 275. iil P hacipiaed. P 
professionals including lawyers, M — 
chartered accountants, chartered M — — 
secrétaries, and bankers. have | oon 
provided confidential: E o 
affective company formation nal 
the major low tax áreas 
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@ BAHAMAS 

@ BELIZE 

@ BV ISLANDS 

@ DELAWARE LLC 
© GIBRALTAR 

@ HONG KONG 

@ HUNGARY 

@ IRELAND 

@ ISLE OF MAN 

e JERSEY 

@ MADEIRA 

© MAURITIUS 

@ NEVIS $575 
@ SEYCHELLES $350 
ALL CREDIT CARDS ACCEPTED 


Other Jurisdictions & Offshore Banks $ ae 


Avaliable on Request | 
LUXEMBOURG - EVELINE KARLS : 
Tal 4352 224 286 Fax: +352 224 287 1 
FINLAND - JENNY KOMPULAINEN 
| Tet: «358.8 6960 2569 Fax. 4358 0 6968 2565. 
| HUNGARY - LASZLO KISS 85« (Econ) | 
Tet 436 1351 9959 Fax: +381 351 9968 
SINGAPORE - DIANA BEAN 
. Tet 465 535 3382 Fax. +55 535 3991 
| HONG KONG - RAYMOND CHOI MLA (Dip): 
Tei: 4852 252 220172 Fax: «052 25211180. 
|| SHANGHAI - BART DEKKER LLM 
Tet «86 21 £248 4355 Fax: 486 21 6248 1421 
USA WEST COAST - AICS Ltd 
KEVIN MIRECKI Attorney at-Law 
| Teh at 7148542344 Fax. «1 714 854 6967 
For immediate Service & our Free 1 
Page Colour Brochure Contact 
(SLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
| PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 4EE 
E-mail: economist@ocra.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
LONDON - RICHARD COOK, BSc 
Jat «44 171 355 1096 Fax: 442 171493. 4973 
(909002 CERTIFICATED 
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| For OECD countries as a group, growth is 
. | expected to fall slightly, from 3.0% to 2.9%: 
| thanks to the Asian crisis, the OECD has 
| lopped 0.6 percentage points off the 1998 
| figure. But in 14 of the 21 rich industrial 
| countries ied chart Lipi is forecast to 





OUTPUT, DEMAND AND JOBS InN e aj 
leaving it 1.1% lower than a year earlier; its jobless r 


| Growth. s ow rising to slow considerably 


| ; fom, 3.49 D maa Japan, is TS ae 





ite stayed a ata acad 3. 5%. France’ s indus- 
trial production rebounded by 3.3% in October, and was 7.3% higher than in October 1996; in 
November the jobless rate eased to 12.4%. Spain's output grew by 8.6% in the year to October. 


% change at annual rate 






















| COMMODITY PRICE INDE: 
ones. The financial crisis in Soutt 
East Asia is likely to result in a regione 
oversupply of cement, equivalent to 42: 
of America's 1998 consumption. It coul 











ds c-r production volume]. Uere ^ | be the biggest problem to hit the industr 
3 mths! 1 year 1997 1998 3 mthst 1 year 1 year latest year ago | since the OPEC muss In 1975, according " 
Australia +59 +3603 430 «34 +04 *i15q à «38d  B4NMw BE a study by F lemings Research. In Thailani 
Austia — na 13 196 +18 4 25 +96 75 Rb. 08A ^ 71 01 70 | Cement consumption is running 25% be 
Belgium —— 253 +2992 . +23 428 — — ha 427 Oc +65 Ag ^ 13.1 Nor 135 | low 1996 levels. Lower prices are unlike 
Britain + 36 + 3803 +35 +26 417 +19 00 +48 Nw 5.1 nv 69 | to generate large exports, since the Asia 
Canada — + 43 + 4005 +36 +36 +71 + 44 Sop + 6 Sep 9.0 Nov 100 | cement industry has only enough distri 
tld LAL A SLOP *29 t30 4189) + 59 sep «3200 7600 83 | bution capacity to ship 65% of a possibi 
dic PNE LS Ee Gi er 498 € 76 71301. Da — 140. 125. | simi tonties Of excess supply in 1998. Th. 
Germany —— +32 +24 425 +28 .— . * 33 * 42 0d MM. + 07 Oct — 1018 Nov — 107 — rest of the glut will be contained withir 
ey t 16 oda T aoe O 234 4j ott 13 Sep NE Oed LS 120 | ASI on Cement IS one of ma ny commoditie 
apan + 31 + £1003 +12 4 17 -~ 14% - 11 Nov - 3.5 Oct 3.5 Nov 3.3 ; : ; 
Netherlands + 27 +29 03 +30 +33 -02 * 380 -21 Ag  32w 65 | tobehitbythe regional slowdown; metal 
Spain +26 +340 432 435 +128 48600 na 206 Qr 219. | and oil prices are falling fast. 
Sweden +62 £27 05 +21 +30 +129 +10.3 oa o o +4 0d | $5 Nw 79 | T | | 
Switzerland — « 17 € 08 Q3 * 06 « 19 ^ m +820 +41 Oa 49 ww 51 | 19905100 a datur % change on 
United States +33 +3903 +37 427 + 6.7 + 5.6 No + 35 Oa 46 Nw — 53 | j ! A 
“Not seasonal ates, average fest 3 months compared with average of previous 3 months, at annual cate "*Sep-NGw "New series. —_ | ugu Aht month year 
tnim: Dag NCMO CK nn air HW NE TE CR ES 
PRICES. D WAGES In the year to November Canada's consumer-price inflation slowed | po —— 1260 1243 1245 - 23 +10; 
to 0.95, its lowest level for nearly three years. In the year to October German workers’ pay rose | idusak — 57 7 777707 
by 1.1%, which was a pay cut of 0.7% after al lowing for inflation. In the 12 months to Novem- All 869 867 862 - 
ber Italian workers' pay increased by 3.7%~a real rise of 2.1%. Net img 10015 1012 - 41 -21 
| | Metas 779 778 re 
% change at annual rate _ The Economist poll -Sterling index = — TTT 
Consumer prices* consumer prices forecast. _ Producer prices* .. Wages/earnings | Allitems — 1148 — 1113 1109 - 28 - of 
wax iuo tye 09m 9m dmwiee —— Pe! qe | Fo 2 Un 3D 13 1d 
a. — —19 510 a, L4 | Industrials 
| AB 949 927 919 - 38 - 134 
Nfa ^ i112 1085 — 1078 - 37 204 
(Mem 81 81 a ao 
| SDR index | 
| Alitems 1058 1044- 1042 - 29 + 33 
27 ur — | Food 1269 1246 — 1247 - 20 «175 
| industrias == ~~ SSCS 
| All 875 — 869 ^ 863 - 39 -103 
| Ma! ^ 1026 1018 1013 - 38 -171 
| Meth 785 780 807 - 41 - 41 
Leap edet eere 
| Speroz 28545 29335 29185 - 10 -210 
| Crude oil North Sea Brent 
| $perbamel 17.46 — 1741 1692 - 69 -274 





a ECONOMIC 5 GROWTH The Irish 


economy will continue to outpace the rest 
of the OECD by a wide margin in 1998, ac- 
cording to the Paris-based organisation. It 
estimates that Ireland's real GDP grew by 
7.5% in 1997 and will manage 7.3% in 1998. 










arising dodi 1.9% to 17x 


in America (from 3.8% to 2 7%) and Britain 
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booming oil and gas exports, Norway is | 
forecast to have the largest currentac- | 
| count surplus as a share of Gpr of any rich 
De xwrigee economy in 1998. The OECD also predicts- 
in local mns | that America's politically sensitive exter- 
| ememy s ms | nal deficit will widen to 2.5% of GDP. 
8 + 96 
Eo NIE ee 
12.8 A 
432 +237. 
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ey Capital International index include’ above markets and seven others. 
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ION AND INTE REST RATES The growth i 1 Canada's broad-money supply slowed to | 
ntheyearto November; narrow-money growth dropped to 7.7%. In the same period the | 





growth in broad money also declined in Germany (to 4.8%) and in Italy (to 10.3%). 
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United States -15 253 Now $63 5.65. 563 850 574 — 686. 570 575 


1 Ten-year bond rates (old series: Britain 15-year 6.3196, United States 30-year 5.98%). Dec 23rd. &Dec 24th. l ^ i 


Chase Manhattan, Commerzbank, Credit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, investmentbank Austria, if. Morgan, - 
: Paribas, Royal Hank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream/C V, Rates cannot be construed as banks offers. 





ttr AS A AH PR aq m rr Brian rte rra Ne aaro rm ari tp S or Per ed ei yr yu ne hee tenter ee tn eit tO NRA tras n It Sa m tim ina nana apaga fu om vr my KE i oA Un —— rset tent a stem ARTA 


TRADE, EXCHANGE RATES AND RESERVES The dollar's trade-weighted value rose by 0.5% in the week to Decembe r3oth, up 10.7% 0na. 
year ago. America's visible-trade d me period, Germany's trade surplus 
narrowed to $72.1 billion and Cana 
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| * Australia, Britain, France, Canada, Japan and USA imports fob, exports fob. AS others diiob ^1990-100, Sank of England. rExciuding gold, IMF definition. 
^: 8Not seasonally adjusted. 


—— eramana 








ra EECONOMIST JANUARY 3RD 1998 























o | B BURGI 


| Big Maci f 




























ndex offers a light-hearted guide 


Economist | ECO) 
Kong, 








“or 


v m ttt tete i nr an 


MY The 12-month rate of consumer-price inflation slowed in November in Hon 
Malaysia, Singapore, Brazil and South Africa; Poland's edged up. In October, Russia's 





























| to whether currencies are at their “correct” | trade went into the red for the first time in over three years, reducing the 12-month surplus to 
| level. It is based upon the theory of pur- | $20.8 billion. In the year to October, Thailand's trade surplus widened to $623m. 
| chasing-power parity (PPP)-—the notion | a g 
_ that an identical basket of goods and ser- : E % change on year earlier — — Latest 12 months, Sbn Foreign reserves, $bn - 
_ Vices should cost the same in all countries. | E sue "a mE. ee eee 
| The Big Mac ppp is the exchange rate that | China — + B1 4116 No + Wt Now — 4386 Nw + 7.2 199 1360 wo 974 
, would leave hamburgers costing the same | Hongkong ^ «649: — - 089m + 51r  -2130: — - 16 ww — 918 on Sa 
_ in America as abroad. By popular request | ida — «689» — «219b + 49: -52o — 45 wx — 266 oc — 196 
| we have calculated Big Mac ppps for a | moumda . t: 80 we. +156 0i, + NOON 4105 o — —7909 18.9 0a — — 157 
| wider range of emerging economies than | o MERDA MAC MEC NETLOG. E 
| we include in our annual update (in | Pme 4) m tlO + GS Oon  - 38 e — 94 sp L lese ue 
De in DRM ER SE E | Singapore +10.1 03 + 64 oct + 2.3 Nov - 7.3 oc *14.0 à3 76.8) Aug 74.0 
1A npe ere te local oUt) iux 000 cipi ass ue ee o 
| rency price of a Big Mac in Indonesia by taiwan 695 ^ .cow (uc 05 Nw 4 89Nww «930 829 od 873 — 
wj its American price gives a dollar pep of | Thailand + 67: + 61 ux 4 76»  - 880.  -io0g 303 or 3895 
_ | 783rupiah Theactualdollarrateis5,300 | Argentina ^ « 860: — * 98w»  - Olt -40o -67a 136% 140 ` 
| rupiah, which suggests that the rupiah is | Brazil 1289 — * 5600 — * 41Nw — - 98 Nw — -333 03 — — 605 sp 566 
+ 66% undervalued. In other words, a Big -R- —— lE ES o EET LITERE LL MESI ONERE S Os 
: i fac co sts only onet itd as much in J a- | Colombia - EM. 44 G3 o o o + 8.5 Sep | + 17.8 Nov ~ 2.3 Sep ~ 47 = 10.0 on 78 s 
"artaas in América FOHowing theirrecent | 1, reus na + 382 wv — *134 M« + 83 199 149 oa — 109 — 
declines, all the East-Asian currencies look | Greece + 26 1996 + 335p + 5lno -191m - 48m 109 oa 182 
_| cheap. At the other extreme, the currencies | israil +20% ib ap 82ks  — -8.0nv - 379 £45193 on — 13 — 
| of Venezuela, Israel and Brazil are overval- Portugal + 30 o + 309» + 21m»  -i04u  -52« 144 sp 159 
| ued. For comparison, the chart shows that | South Atria +12% ^ *240o«  * 68w«  *28m»  - 130 45 5 09 
| the yen is 12% undervalued against the Turkey + 540 ua E Ss en ls a MELLE NEUE E E 
: | dollar, while the D-mark is 7% overvalued. Czech Republic + 08 0: NER + $10: t 10.1 no — - 46 Nw A 108 hun Me 
ef ee Hungary - + 4.3 a +14.2 0c + 18.2 Nov - 25 a - 12 og 8.4 Aug 5.8 
Pdadd: ^^ 226m +117 vy + 1328» — -lMOot © 420: 198 w "4 . 
Russa = « l0q + 1900 + l16Nx 42080a 413001 187 sp ^ ce 
* Visible and invisible trade balance. "Inciudes gold. $September. UP ET SU 
| FINANCIAL MARKETS Most East Asian markets saw share prices rise in the week to De- 


| cember 3oth, but all except Shanghai and Taipei ended the year sharply lower. Bangkok and 
| Jakarta both suffered losses of around 75% in dollar terms. Budapest, Warsaw, Moscow and 
| Istanbul all enjoyed gains of more than 5% over the week. | 

















7 Currency units interest rates  Stockmarkets % change on | B 
| per$ perf short-term. —— Dec30th — (1 Dec3tst i996 — 
Dec 30th yearago  Dec30th  % pa. one —s inlocal in$ . 
T —————— ans oa ORR currency terms : 
China 828 8.30 13.6 E o 1,2448 + 08 + 303 + 307 — 
HongKong — 775 — 773 ^ 3128 s52 1072 +37  - 200  - 30i. 
dia — ^ 393 359 ^ 648 ^ 721. $3637 . - 01  * 19 * 1]. 
indonesia —— 5570 — 2362 ^ 8961 ^ 3050 ^ ^ 4017 — « 12  - 3/0  - 733. 
Malaysia — ^ 389 — 253 626 933 — 5894. +59 - 524  - 681. 
Philippines 405 ——— 263 658 — 1313 18692* +07  - H0 - 617 
| Singapore — 168 — 7140 — 277 ^ 68] — osas  - 14  - MJ a 
South Korea — 1635 — 8405 — 244 —— 2500 — 3/63: — * 2] = 422  - 702. 
| Taiwan —— — 326 — 215 — 535 ^ 815 sass 13 a US - 09. 
Thailand ^5 4/0 — 257 ^ 761 2600 ^ ^ ^ 3658 - 03 =- 560  - 759. 
| Argentina, — — 100 — 100 — 165 ^ 7725 ^77 685 +70 * 59 + 58. 
Bez 01.12 104 183 aai 101970 —— * 67. * 448 « MA 
Chile ... M0 — 44 ^ Ti 69) : 47815 — 132  - 28 - 89 
Colombia — — 1286 — 1002 — 2116 ^ 2446 14317 «18 + 696 3 Mi 
= Mexico 8.06 — 789 133 189] ^ 52064 +57 + 549 4 516. 
t| Venezuela — 504 — 476 827 1625 85069 +32 + 272 +200 
D Greece 283 — 245 ^ 459 ieas — 14691 - 06 + 574 +362. 
| sel — 3583.25 58! ^ 1103 BS T+ 366  * 25]. 
| Portugal 183 E EE i E EE SC E O e N 
p South Africa — — 486 — 468 f Be cde LL SK. LU GNE ORCINEC ERWIN 
FO Turkey 205,820 108,450 330,506 71.65 3,459.0 4 89 + 254.4 + 568 — 
| Czech Republic 346 — 273 — 563 — 1701 ^ ^ 4953 TS 82  - 277. 
B Hungary — 704 |. eite cse P oan ha £9991 +54 + 935  * 536 
| Poland 3.51 2.88 3.74 25.33 mM Lech ot Me oer UB. 
i Russia O 6006 — 5,589 — 9747 ^ 2800 ^ INT +77 «1258 +1102 
E 
i ; Sources: National statistics offices, central banks and stock exchanges, DatastreanviCV; Reuters; SBC Warburg; LP. Morgan; Hong Kong Monetary 
i Authority; Centre for Monitoring Indian Economy; Bank Negara Indonesia; Malayan Banking: Philippines National Economic and Development Authority, 
i | Hoare Govett Asia; HEL; Baring Securities; Merrill Lynch; Bank Leumi Le-Israel; Standard Bank Group, Akbank, Bank Ekspres; Deutsche Bank; Russian 
i i Economic Trends; Moscow Times/Skate Press, 
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r perfect foresight consult the visionaries. Guest writers like Jean-Marie Colombani (editor of 
Monde), Juan Luis Cebrián (publisher of El Pais), Bill Gates (Microsoft) and the management 
ru Peter Drucker have joined The Economist Group's journalists to predict what will unfold in 1998. 
ill the dragon economies run out of fire? Will it be the year of the Big Bang for Japanese 
ance? Which industries will demerge and which currencies will unite? Will we see the 
death of the combustion engine and the arrival of flexible computer 
screens? Who will become more important than the super-rich and 
which movie stars will shine? 

See through the eyes of those with the clearest views of the future. 


| > E Gol 


» World in 1998. On sale now at John Menzies, WH Smith and international newsstands worldwide. UK newsstand price, £4.50. 
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HOUSING & COMMERCIAL 
BANK, KOREA 


july 1997 


US$ 300,000,000 


Global Depositary Receipts 


Bookrunner 


ING ÀJ BARINGS 


March 1997 


FIRST PACIFIC CAPITAL 
(1997) LIMITED 


US$ 350,000,000 


Convertible Bonds 


Joint Bookrunner 


ING Mi BARINGS 
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April 1997 
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CRE FINANCE (1997) LIMITED 
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Floating Rate Notes 
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ING Ò BARINGS 
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NATIONAL POWER CORPORATION 


US$ 160,000,000 


Syndicated Credit Facility 


Arranger 


ING JE BARINGS 
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Procter « Gamble 


PROCTER & GAMBLE INC. 


W 320,000,000,000 


Acquisition of 
Ssangyong Paper Co., Ltd 


Adviser 


ING E BARINGS 


September 1997 


CABLE AND WIRELESS PLC 


HK$ 459,000,000 


Acquisition of a 5.75% stake in 
Asia Satellite Telecommunications 
Holdings Limited 


Adviser 


ING x. BARINGS 


=æ *4 


SECURITISATION 


SITCARS FUNDING LIMITED 


US$ 83,000,000 


Secured Guaranteed 
Floating Rate Notes 


Lead Manager 


ING Se BARINGS 


August 1997 


JUMBO-ASSET FINANCE LIMITED 


Y 80,000,000,000 


Euro Medium Term Note 
Programme 


Arranger 


ING X BARINGS 
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? When you're seeking the best in Asian investment banking, 


a 


In 1997, ING Barings completed more than US$ 6bn 


in transactions for governments and leading 
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2,000 people on the ground throughout the region, 
who are dedicated to providing our clients with a 
wide range of financial products and services. 
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the region is confirmed by Emerging Markets 
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and Euromoney voting us “Best Securities Firm in 
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For more information about our corporate 
and investment banking services, contact us at 
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Excessive 


SiR—You fail to recognise the pos- 
sibility that excessive saving may 
lie at the heart of Asia’s economic 
problems (December Bth). On 
the other hand, from time to 
time, you have chided Americans 
for saving too little. America’s 
economy is doing very well; 
South-East Asia's economies are 
in meltdown. 

With such large válumés of 
savings steadily pouring into 
Asia's financial institutions, they 


must have been severely pressed 


to find outlets for them. Conse- 
quently, they extended financing 
_ to firms and projects that had lit- 
tle chance of making a profit. The 





_ ported a high level of economic 
. activity, which was unsustain- 

. able in the long run. The basic 
. difficulty was masked, for a 
— while, by government support of 
. weak companies, and by export- 
3 ing capital, facilitated by overval- 
ued currencies. 

Meanwhile, the “low” savings 
rate of Americans has been suffi- 
- cient to finance the domestic 
.. demand for capital formation, 


ture capital And nearly full 
.. employment has been attained 
despite a large excess of imports 
|. over exports. Parsimony may bea 
virtue, but like other virtues, an 


excess of it can be a vice. 
Bloomington, 
Indiana H.S. GORDON 


` SiR-You rightly voice doubts 
about the rur imposing the same 
conditions on a country with 
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savings to be put to use. It also 


resulting capital spending sup- 
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it | ous current- 
account or fiscal problems as on 


à Latin American profligate. But 


you miss the essence of the prob- 
lem, which is that the imr’s medi- 
cine may undermine South 
Korea's high-speed. growth sys- 
tem, and make it more difficult. 
for the government to manage 
the crisis and repay the loans—all 
because of a short-term, unfore- 


seeable run by mobile capital. 


The South Korean system is 
based on very high bank-deposit 
savings by households. Massive 
borrowing by firms allows these © 


allows firms to mobilise re- 
sources on the scale needed toen- 


ter major world industries, some- 


thing that financing through 


equity markets or retained earn- 


ings could not achieve. 

But firms with high ratios of 
debt to equity are vulnerable to 
shocks that disturb cash flow or 
the supply of bank or portfolio 


. capital. The higher the ratios, the 


more likely that any shock will 
cause illiquidity, default and 
bankruptcy. Therefore banks and 
firms must co-operate to buffer 
systemic shocks, and the govern- 
ment must support their co-oper- 
ation. The need for government 
support gives it an instrument 
for implementing a national in- 
dustrial strategy. For all the white 
elephants and corruption (in- 
evitable in a system that is inter- 
mediating one-third of national 
income), the system has yielded a 
quantum leap in technology and 
scale, and living conditions that 
surpass almost all other develop- 
ing countries. 


pou aaa aaa aaa a 


The 


firms, low - 


it ths s a for real 
interest rates of 15% or more may 
force a cascade of bankruptcies 
of highly indebted but profitable 


firms, Allowing foreign financial 
Institutions to operate equally 
with. domestic ones will intro- 
duce players unwilling to sup- - 
port high debt/equity ratios or to 


co-operate in a joint govern- 
ment-business strategy. 

The mr should make clear 
that South Korea’s crisis stems 
more from the difficulties of refi- 
nancing, that in turn reflect inter- 
national . financial-market’ fail- 


ure, than from “fundamentals”. 


if the Fund maintains its current 
conditions, the anti-imF and 
anti-American reaction will be 
ferocious, and rightly so. 

| ROBERT WADE 
New York FRANK VENEROSO 
RETI HORREA TN MENO ENDE pester stents, = 


Roadworthy 


SiR—Now I think I have seen it 
all. The Economist (December 


6th) has decided that a good solu- 
tion to the problem of road con- 
gestion (ie, a possible misalloca- 
tion of resources) is for people to 
give more money to government. 
This might be bad enough in the 
United States, but imagine the 
consequences of letting Euro- 
pean governments loose. on 
something like this. 

I wonder if you even bothered 
to imagine whether there might 
be any other way. 

The Hague, 


Netherlands HuGH SHEEHY 


Sir—You highlight the potential 
of road pricing as a means tocon- 
trol traffic demand. But there are 
some dangers lurking in the 
detail. Using price to manage 
demand is a well-studied disci- 
pline in the airline and railway 
industries, where individual 
seats may be priced differently to 
manage variable demand into 
fixed capacity. The key lesson 
from these industries is that 
when prices are increased for a 
given journey, passengers will 
“trade up” (make the same jour- 
ney at a higher price), 
across” (change their journey 
time to avoid the increased 
price), or "trade out" (not make 
their journey at all). . "3 


Before implementing road- | 
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"trade . 


in itself, . 
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pricing schemes, the anticipated 
effect on motorists’ behaviour 


must be clearly understood. For 
example, spreading the same 
number of journeys over a 
greater period of time through 
trading across may well bring the 
benefits of easing congestion at 
peak times, but roadside resi- 
dents will not be grateful when 
traffic noise and vibration start 
earlier in the morning and con- 
tinue through the night. Poten- 
tially, total traffic levels could 
continue to rise. 

Congestion is indeed a big 
problem, .but it must not be 
allowed to mask the seriousness 
of free-flowing. traffic’s contribu- 
tion to pollution, climate change 
and the erosion of green spaces, _ 
Tackling these problems points — 
to a strategy that delivers an over- 
all reduction in traffic levels, not 
merely a redistribution of exist- 
ing traffic levels. 

Road pricing should be seen | 
as making a key contribution to 
encourage motorists to trade out 


within an overall strategic objec- 
tive of traffic reduction. Other 


levers available include. restric- 
tions on road capacity and park- 
ing spaces, improved alterna- 
tives such as public transport, 
walking and cycling, and, most 
important, a review of planning 
policy so that the need for travel 
is gradually reduced. 
ANDY SPRING 
The Green Research 
London and Development Trust 


Sir—As a resident of Oslo, I- 
thought your praise for the city's 
road-use tax to be counter to your 
cover story's main points. First, 
the tax of NKr12 ($7.44) isthe same 
at all times of day and week, and 
therefore does not direct people 


_to travel during off-peak periods. 


Second, a high proportion of 
taxes on road use and fuel go into 
general funding, and not to pro- 
grammes that might help reduce 


congestion in the local area. For 
example, public transport is 
_ expensive:a one-way ten-kilome- 


tre (six-mile) train ride from sub- 
urban Oslo into the city costs 
NKr26, which is twice as much as 
the road toll. Third, the high pro- 
portion of cars and trucks that 
must pay manually at toll booths 
isa frequents source eof congestion 
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port system. 
. Sandvika, 


^o Norway ERI K OLSON 


 Sig—You say that the way to 
reduce road traffic is to charge for 


the use of roads according to the 





costs drivers 1 Impose on society. 
You argue that in this way the 
only losers are those who can 
^. - afford to pay for the luxury, and 
— cthat the revenue could then be 
< "used to improve public trans- 
3 port. But this assumes that most 
driving’ on congested roads is 
| done for pleasure. 
^. The reason that roads are so 
congested at certain times is 
because people are going about 
-their daily business. For the 
- employee of a large or rich com- 
 pany the cost will simply be 
_ passed on to the consumer. For 
"the small selFemployed busi- 
- nessman road pricing will drive 
cup his operating costs. Either 
. way, the losers are the poor, 
. whether or not they have a car. 
A TULLI PADWA 
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ii&-Upon entering a taxi cab at 
- Singapore Airport at 8am one 
; weekday morning, I began read- 
- ing with interest vour three-page 
article on road pricing. We 
arrived at my hotel, 17 kilometres 
-away, before I had finished it. A 
Similar journey in Bangkok 
^. would have allowed sufficient 
, time to read the entire issue, and 
“perhaps even some time to dive 
“into the survey. Road pricing 
works. 


Business in Argentina 


— in Latin America (December eth), 
_ you report that I “must satisfy the 


Techint Group’ s] founder". This 
















| roup founder and to my 










itself on a high degree of profes- 
'sionalism in its human resources 
e development ofi Manage 





enue for be government and m 
not to improve the city’s trans- — 


- Sie—In your survey of business. 


brothers, sisters, nephews, wid- 
-ows and orphans of the [the . 
context. Your reference! to. 


up spese role as an gus e of. 


hint CAE piidés | 


isation. On the 


se values our 





‘group v was able to attain an in- 
creased share of the internation- 
-al markets and to participate 


actively in the. privatisation of 
the steel industry in Latin Ameri- 
ca and Europe. 

Our. solid growth in recent 
years could be attained only in 
the context of harmony and 
alignment of objectives among 
the top management, sharehold- 
ers, personnel, clients, suppliers 


and the community. 
| JAVIER TizADO 
Chief executive 
Buenos Aires Siderar 
EAM MINES E cate ie NIU TER RSEN AREA SUL oe S B 


Continental divide 


Sir—In criticising Canada’s taxa- 
tion policies, J. Mitchell Smith 


(Letters, December 6th) remarks 
that such policies would meet 
with revolution “south of the 
border”. Perhaps Mr Smith 
should consider relocating tothe 
United States. I, for one, would be 
more than happy to take his 
place in the country with the 
cleanest cities and safest streets 
on the continent. 

Ithaca, 

New York ROBERT DAVID 
a OE ST a a AR RR a 


. Alive and well 


SiR—You. refer ("Small but per- 
fectly formed", January 3rd) to 
"the late Eric Hobsbawm”. Eric is 


fortunately alive (aged 80) and 


well, and living in Hampstead: 
Moreover, to the delight of his 
friends, as well as those who 
value his work, he was made a 
Companion of Honour in the 
new year honours list. 

London RODERICK FLOUD 
Loud EPE AR EO EE SI 2 ee er | 


Debatable - 


Sig—You describe the “science 
wars" (Moreover, December 13th) 
as “a new version of the old two- 


cultures debate from the 1960s". 
Is that quite right? 
The "two cultures" debate was 


. couched largely in terms ofa sim- 
plistic contrast between the sci- 


ences on the one hand and 


; humanities on the other. But 
much of what is done in the 


humanities is rigorously objec- 
tive (for example, demonstrating 


that Linear B is a form of Greek), 
- and much of what is done in the 
Sciences.is, for want of a better 


term, metaphysi 


the continuing debate over the 
foundations of mathematics 
itself). 

The most important differ- 
ence, now as ever, is between 
questions that could in principle 
be settled by evidence that all 
rival observers would have no 
choice but to accept (was 
Napoleon killed by arsenic poi- 
soning?) and questions that can- 
not (is Conrad's “Heart of Dark- 
ness" a racist text?} Each type of 
question is as legitimate, acade- 
mically, as the other. But part of 
what fuels the "science wars" is 
that it isn't always easy to tell 
which is which. 

Trinity College, 
Cambridge W.G. RONGUNAN 


Sig—Your mistrust of academic 
hairsplitting is often refreshing. 
But in the article on the so-called 


"science wars” your approach is 


plain silly. You compare two 
positions—traditional science 
and science and technology stud- 
ies-which are incommensu- 
rable. One embraces open debate 
and adopts a methodology of 
deliberately laying its findings 
open to criticism and correction; 
the other's challenge to science 
may be partly motivated by gen- 
uine concern, but is rooted in a 
rejection of the whole idea. of 


objectivity and rational thought. 


To respond by asking, “Is not 
each side exaggerating?” misses 
the point and does your readers a 
disservice. 

Like democracy, science de- 


pends on openness and the 


refusal to tolerate i inconsistency. 
As long as critics share these com- 
mitments, there is nothing to 
fear: debate can be trusted to sort 
the wheat from the chaff. It 
should not be necessary at the 
end of the 20th century to point 
out what can go wrong when a 
group naively ignores the fact 
that its opponents are deter- 
mined to undermine rules that 
the rest of us take for granted. 
A. GARDINER 
- President 
The Mathematical 


Association 
University of- 


Birmingham Birmingham 


Sır—You cite “the gloomy claim. 


that since all previous scientific 
theorists have in the end been 


shown to be wrong, present ones 
will be too.” But you de not tsay p 
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€ isat a án 
uu point is not that 
they are wrong, but that they are 
incomplete. For centuries, New- 
ton's theory of gravity reigned 
supreme. Then Einstein pro 
posed a new theory of gravity: 
general relativity. Measurements 
later substantiated his theory. 
But Einstein's triumph does not 
imply a defeat for Newton. 
Rather, whenever gravity is weak 
enough, Einsteins theory 
reduces to Newton’s. And gravity 
is almost always weak enough: 
Newton’s theory is easily accu- 
rate enough to navigate a space- 
ship to Mars. Since it is accurate, 
and since it fits into the newer 


framework, it would be silly to 


call it wrong. 
The incompleteness of theo- 
ries, old or new, is nothing pro- 


found. It merely reflects the 


incompleteness of the knowl- 
edge they summarise. | 
ANDREAS KRONFELD 


Batavia, Fermi National 
Illinois Accelerator Laboratory 
—— — —— Rc —— P—H a. 
Screen test 


S1R—You state that 1300 cinema. 
screens are available in the Unit- 
ed States for a major film release 
(A world view”, November 29th). 
Yet later in the same issue ("The 
won and lost weekend") you say 
that "almost all big movies now 
open on 2,000 or more screens". 
One hopes that your newspa- 
per has £reater precision in 
financial reporting than in 
counting cinema screens. 
Lincoln, JOHN. 
KLOBUCHAR 


SiR—l was fascinated to read that 


over Christmas the French con- 


sume quantities of “wild bore 
and venison” in addition to 
other delights (“Spoil the French 


and spare the child", December: 
20th). I have met many cultivated 


bores, but I never knew they also 


roamed the wild. The French 


deserve our thanks for hunting 
down and eating these annoying 
pests. The British should do like- 


wise. Bore hunting would be an 


ideal substitute for fox hunting, 


and the dramatic reduction. in. 
-hot air would also solve the glob- i 
‘al warming crisis. | | 


Drake PIKE 
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other languages will be an advantage), in the following areas: 





] + Agriculture and Farming Systems 
< «Sociology and Rural Development — 

^*. Agricultural. Economics and Monitoring & Evaluation 
' Agronomy, Soils and Land Use Planning — — 
* Extension, Training and Institutional Development 

.*: irrigation and Water Resources Planning _ 

“© Food Processing, Marketing and Distribution - 

+ Livestock 

Forestry 


.* Fisheries 


* Environment 


04 81) or mail to: 


culture and Rural Development 
Av. 5 de Outubro, 160 
1069 Lisboa Codex - Portugal 


rs. in Washington DC (USA), the IMF is seeking a 
mation Officer to handle a wide range of media 
otisibilities: Under the supervision of the Head of the 
sion, which conducts the IMF's day -to-day relations with the 

j focus. of the work will be with representatives of the 
ciaLinterest in the economic and financial affairs of the 
ácific region. This will entail developing and maintaining —— 

mriarily With correspondents, editorial writers and columnists of 
bein | ial and non-financial media based outside as well as in side 
the .tegion. In addition, the job calls for some press information work in other 

parts of the world. Some travel is required. 


Requirements; Work experience in the Asia/Pacitic region and familiarity 
with the Asian media are essential. Candidates should have an advanced 
degree in journallsm/communications or economics, together with a strong 
background in economics and financial journalism. They must be fluent in 
English, with knowledge of other languages a distinct advantage. 
Knowledge of the latest developments in written and audio-visual — 
communications technology is highly desirable. The successful candidate 
must have the ability to grasp quickly complex economic, financial and 
political issues, and present them in non-technical language, both orally and 
in writing. Demonstrated ability to work under pressure to meet writing and 
other deadlines, together with strong organizational and human relations 
skills are essential. The individual should also have the verd and the 
interest, over time, to take on broader public affairs responsibilities. 

The appointment will be for two years initially, with long-term career 

possibilities based on performance. The Fund offers internationally 
competitive remuneration and relocation/repatriation benefits, 

Interested candidates are invited to apply, with a curriculum vitae, preferably 

- by fax (202) 623-7333, no later than February 2, 1998, Please send only 
one copy and make an explicit reference to this advertisement, with clear 
indication of a telephone/fax number or E-mail address where you may be 

reached. For generai information about the IMF and its recruitment. please 

refer to our website: http/Avww.imtorg. 


RECRUITMENT DIVISION, IS9-100 

INTERNATIONAL MONETARY FUND 

700 19th Street, NW , Washington, DC 20431 USA 
Telefax (202) 623-7333 | 

Scd a 
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The leading United Nations agency in the field of popula- 
tion and development invites applications for the follow- 
ing positions: cu 


Public Information Officer 
New York een 
The incumbent will be responsible for promoting knowl- 
edge and understanding of UNFPA and its work in popu- 
lation and development, managing UNFPA print and 
radio programmes in cooperation with the UN system 
and NGOs, and coordinating media strategies. Vacancy. 
number: VA/0018/97 — | 
Qualifications: : 
* Advanced degree in Journalism or Social Sciences 
* Af least 10 years of professional experience in increas-. 
ingly responsible positions dealing with the media and 
working with inforrration and public relations at the 
national and international levels A 
* At least 10 years of writing experience (journalism, pu 
lic relations, speech writing or related work) | 


*Strong interest in and solid knowledge of development | 
work, particularly awareness creation of population — 
issues and their social, economic and environmental . 
impact | < 

* Ability to work in an international and multi-cultural envi- 
ronment 5: | ra 

*Full command of the English language; knowledge of. 
other UN languages aighly desirable —— — ^. ^ > 

Representatives 

Algeria, Burundi & Centra! African Republic 

The incumbents will be responsible for developing and . 

managing population programmes consisting of a broad - 

range of technical cooperation projects within the fram: 
work of the individual country's development objectives 
and in collaboration with aid agencies, UN agencies and 

NGOs. Vacancy number: Algeria (VA/0011/97); Burundi & 

Central African Republic (VA/0019/97) ZEE M 

Qualifications: - ET | M 

* Advanced degree in Health or Social Sciences (e.g. o 
Public Health, Population, Management, Demography, . 
Economics or Statistics). tA | a 

* At least 12 years of increasingly responsible professional : 
and managerial experience in the field of development 
at the national and international levels, the major part - 
of which should be population related | | 

* Ability to work in an international and multi-cultural- 
environment ] mu 

*Fluency in English and French; working knowledge of = 
Arabic essential for Algeria; other UN official language, » 
an asset : : Pu 


—! 













UNFPA offers an attractive compensation package com- | 
mensurate with experience. Applicants are requested TO ^ 


complete a United Nations Personal History form avail 


able upon request and on the internet at: lic 
htto.//www.unfpa.org. Signed applications should be. 


sent with Vacancy number to: Chief, Personnel Branch, 
UNFPA, 220 East 42nd Street, New York, NY 10017; or 
via fax to: (212) 297-4908; or via e-mail to: 
apply@unfpa.unfpa.org. Applications must be received . 
by 22 January 1998. Acknowledgment will be sent only to 
those under serious consideration. D 





United Nations Population Fund 








| HEALTH SECTOR REF RM PROGRAMME 
REPUBLIC OF TRINIDAD AND TOBAGO 
MINISTRY OF HEALTH 
IDB LOAN 5937/0C-TT 


REC RUITMENT OF IN DIVIDUAL CONSULTANTS 


The Government of the Republic of Tinidad and Tobago. is engaged in a 

major Health Sector Reform Programme in which coordinated, mutually 

supportive changes are being introduced in the areas of sector policy, 

institutional framework and systems, infrastructure, human resources 
| and financing. The programme is being jointly financed by the 
«| Government and the Inter-American Development Bank. 

: | Communications Coordinator (24 mths contract) 

: | Areas of work include the management, control and development of an 
| effective high quality communication service to meet the. Ministry's 
] internal and external communications requirements under the Health 
| Sector Reform Programme. 

Applicants should have a Bachelor's or a. Master's. degree in Mass 
^ Communications or related discipline. with a minimum of ten (10) years 
. varied work experience in the field. 

| National Ambulance Service Development Manager (24 mths 
ES contract) 

“The successful candidate shall develop, lead and coordinate all aspects 
| of the National Ambulance Services project including training 
. counterpart staff, liaise closely with the staff of the Directorates of 
Quality Management, Policy Planning and Health Promotion, the 

Disaster Coordinators of the Ministry of Health, the RHAs, National 

Emergency Management Authority (NEMA) and the Trinidad. and 

Tobago Emergency Mutual Aid Scheme (TT EMAS). 

Applicants should have. a Bachelor's of a- Master’ s degree in 
Transportation. Planning/Management of related discipline. A minimum 
of five (5) years varied work experience in the development and 
4 operation of ambulances services is required. 

Information Systems/Technology Project Director (24 mths contract) 
. The successful candidate shall establish and manage a large Central 
CISAT Unit including training counterpart staff to provide direction and 
Support for the development of an integrated health information system. 
| He/She will be responsible for the detailed design of the System, 

Specification of standards and guidelines, and the development and 
|] implementation of an ISAT Strategic Plan for the Health Sector. 
Applicants should have a Master's degree in Computer Science, 
- Information Technology/Systems or Communications. Know ledge of the 
| healthcare business and a minimum of five (5) years experience of 
| managing successful large projects, involving systems integration in a 
. healthcare environment, 

. National Community Care Development Project Manager 

— The successful candidate shall be responsible for heading the 
. development and the coordination of the new roles of the Ministry of 
Health and the RHAs in the delivery of community care within the stated 
| strategy of the Ministry of Social Development (MoSD). He/She will 
| haise closely with the staff of the Directorates of Quality Management, 

| Policy Planning and Health Promotion, the MoSD and the Miniby of 
| -Planning and Development to implement the project. - 

. Applicants should have graduate training and extensive experience in the 
] .area of developing Community Care Programmes. 

| He/She should have training and experience in the delivery of primary 
|] care, project management and health financing. 

_ | Applicants must be citizens of a member country of the Inter- 
American Development Bank _ 

pnsultancy fees are negotiable, 

Applications including. resumes with telephone contact anbe are to 
i be: sent to: E IN" 





















































" The Director of Contracts 
. Central Tenders Board 
17-19 Pembroke Street, Port of Spain 
* " Republic of Trinidad and Tobago 
onor before noon February 17th, 1998, — — | 
Further information can: be obtained by interested parties by contacting 
Ms S, Barrat, at the above address. 
7 : ^ Tek (868).~ 625 - 2311 | 
Applications n not submitted by the © closing oaie will not be canes: 





The OEC D. an inter ication érganisation based in Paris, Francë, seeks: dL 


|OECD THE HEAD OF ITS MEDIA RELATIONS Orco | 





DIVISION PUBLIC AFFAIRS AND A 
COMMUNICATIONS DIRECTORATE OCDE E 


The Head of Media Relations contributes to the development and execution of the — 





| communications and public affairs strategy of the Organisation. He or she employs. f 


the full array of tools and methods, including press conference, press releases and 
interviews, to inform the public of OECD's work, major conferences and 
publications; maintains and utilises extensive contacts with the written and 
broadcast media in all of the member countries of the OECD; and employs this 
network to develop interest in and understanding of the OECD and its work. A very 
good understanding of developments in the field is required. 


Applicants should have a relevant university degree in economics and/or the 
humanities, broad knowledge of and extensive experience with the most important 
written and broadcast media. 10 to 15 years experience as a writer, reporter, or 


editor, or in a similar position in government or the private sector. 


Excellent knowledge of the two official languages of the Organisation (English and. f 


French), and the ability to draft to a high standard in one of them. 


| The OECD is an equal opportunity employer and encourages applic ations from 


female candidates. 


Fixed-term appointment for an initial otha of 2 or 3 years, salary FF515K p.a. 
according to experience plus allowances according to family and residence 
situation. 

Applications from nationals of OECD Member countries* with CV in English or 
French, specifying PAC/92 should be sent by 19th January 1998 to: 


OECD - Human Resource Management 
Organisation for Economic Co-operation and Development 
2, rue André Pascal - 75775 Paris Cedex 16, France 
Only short-listed candidates will receive an acknowledgement. 


* Australia, Austria, Belgium, Canada, Czech Republic, Denmark, Finland, France, 
Germany, Greece, Hungary, leeland, Ireland, Italy, Japan, Korea, Luxembourg, Mexico, 
Norway, New Zealand, The Netherlands, Poland, Por tugal, Spain, Sweden, Switzerland, 
Turkey, United Kingdom. United States. 


THE STOCK EXCHANGE OF MAURITIUS LTD 


C HIEF EXECUTIVE 


. The Stock Exchange Of Mauritius is seeking an experienced individual i * 


of high calibre, drive and initiative to fill the position of Chief | 
Executive and to lead the next stages of its development. This post |. 
represents an excellent career opportunity to head a relatively young J. 
and key financial organisation in a highly demanding and challenging 
role. 


. The Chief Executive will perform the following main functions : 


Oversee management activities and human resources 


Implement promotion and development programmes 
of the Exchange 


Interact with various institutions and participants in the - 
securities industry | 


Develop a strategic vision and direction 


Applicants need to have a good practical knowledge of financial 
markets, a proven track record, preferably at senior management level, 
and should at least hold an advanced degree in one of the following 
disciplines: economics, finance, business or accounting. 


An attractive remuneration package, including complete benefits, will 
be provided to the right candidate oe on qualifications m i 
experience. B 


Applications, with detailed curriculum vitae, should be sent by Febra 1 
9, 1998 to: | 


The Chairman, Stock Exchange of Mauritius Ltd. 


2nd Floor - “Les Cascades” Building, —— — E 
Edith Cavell Street - PORT. LOUIS - - Republic of. Mauritius 5 


Fax: (230) ans 8409 E-mail:  Stockex@bow.intaet.mu 


















| A REPUBLIC OF GHANA 
FINANCIAL MANAGEMENT TECHNICAL ASSISTANT PROJECT 
(FIMTAP) 


atio ñak Dodoma 
nical Assistance Project — 
to eli oR und. 





The Government of Ghana h s been d E ated a credit facility from the Int 
Association (World Bank) t vards the cost of the Financial Management ' Í 
(FIMTAP). It is intended that part of the proceeds of this loan will be app 
ontract for the supply of pplication software, operating x and database softw 
other related software and project management services for the implementation o 
Budget and Public Expend ure oe System — | Per 









































The Ministry of Finance. i 
support of application sof 
RDBMS development € 









Sierested eligible bidde 
| office of: | : 
MAR P P Secretariat, 
















E gs E sry of Fi Ghana, E 
get 233. a 668016/669289 








aA complete set of Biddin De cuments n may be sairchaséd by interested: bid 
application to the above and upon payment of a non-refundable. fee of V 


oft Contract are c the normal ae 









The provisions in the Inst do; Bidders and i in the General Conditioi 


provisions of the World. an 





Bids must be delivered tot ; e under- mentioned office « on or before 09. 00. hours lo cal time on n Monday, 


J^ March 16, 1998 to: - 





The Secretary, 
Central Tender Board, 
. Ministry of Finance, - 
Room 438, 4th Floor, 

| Accra, Ghana. 





ai will be opened i in the presence of bidders repre sentative who choose to attend at 09. 15 hours: local 
QN time on Monday, March 16, 1998: at tthe Ta Pon 





Ministry of Finance, - 
PMA P Conference Room G04/05, 
| Annex A, Accra, Ghana. 29 











, All bids must be accompanied bos a ‘Security of not less than 296 of the bid amount in the form of (a) a 
cashier’s or certified check, or (b) a bank. Seas or irrevocable Letter of Credit issued by a reputable — 


bank selected by the bidder. | o d | 
| Apre bid conference will be held 2 at 10. 00 hours local time on oniy February 2, 1998, at the Shien o £ 


PUFMARP Conference Room G04/ G05, 
Ministry of Finance - Annex A, 
Accra, Ghana. 
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Kill or cure? 





"Tr HE crisis in Asia shows. no sign of ábit: 
A ing. Despite the efforts and the vast sums 
_of money that the International Monetary 
Fund is applying to the problem, it has failed 
_torestore stability. In Indonesia this week, de- 
spite a rescue plan worth $43 billion, matters - 
ok adecided turn for the worse. The Fund's 

ny critics are once again in good voice. © 
y are a motley chorus: right-wingers in the | 
ited States who cannot bear to see tax-dol- 
pent on foreigners (whose only thanks, § 
ter all, will be to steal more American jobs); . 
riving left-wingers everywhere, who re- & 
capitalism as evil and the IMF as its in- 
strument; clever types who feel the Fund dis- 
ses. money too easily; other clever types who. feel it is 
ely stringent. — 
Of the particular criticisms ; directed at the Fund of late, 
je are fair, some unfair and some nonsensical. Critics are 
ght that governments with small budget deficits should not 
. have to make them smaller: Asia is not suffering from fiscal 
. laxity or excess demand. Yet they are wrong, on balance, to say 
..that interest rates should be brought down: even faster depre- 
ation of the region's tumbling currencies, which lower rates 
ould imply, would add to the burden of companies' for- 
£n-currency debt. And one of the most popular charges— 
that the Fund insists on slow growth and rising unemploy- 
ment in return for its help—is just absurd. If not for its inter- 
Syention, the region's recessions would be worse. | 

- These macroeconomic issues matter, but. they are not 
at matters most. The character ofthe imr’s new operations 
Y ia—notably the package of $57 billion it has put together 
"for South Korea—raises a bigger question. Should these bail- 
: outs be happening at all? 










































The end of capitalism as we know it? 

“Invoking the risk of “systemic” breakdown is the most obvi- 
“ous way to justify the 1MF's intervention. Without an emer- 
-gency injection of dollars, it is argued, companies in South 
Korea and the rest would default on their debts. This would 
- cause distress elsewhere, especially in Japan, where stagna- 
- tion could turn into outright depression. From there the crisis 
- could spread to the United States, Europe and the rest of the 
"world, as banks fail, credit disappears, stockmarkets crash 
-and economies collapse. This is the nightmare that has driven 
overnments, notably America's, to support and indeed in- 
sist upon the Fund's course of action. 

; How likely was this apocalypse, supposing the Fund had 
one nothing? Not all that likely, in fact. A deeper recession in 
outh Korea, much the biggest of the four main invalids, 
ould have slowed growth only a little in Europe and the 
tates. By itselii it EOM have e posedi no o danger to the 















integrity of the global financial system. That 
risk would amount to something only if 
deeper trouble in South Korea caused Japa- 
nese banks to fold, if Japan's authorities then 
failed to contain that crisis in their own mon- : 
etary system, and (assuming the highest de=: 
gree of contagion) if Western central banks — 
then failed to protect theirs. This full se-. 
quence is implausible. Certainly, if the IMF 
had stood aside, markets worldwide would.. 
have taken a bigger short-term beating. Butr 
“member October 1987: a financial-mark 
crash need not bring on a global depression. 
. To say the apocalypse was unlikely, of. 
- Course, is not to say it was impossible. So you : 
might ask, why accept even a small risk of such a dreadful: 
outcome, ifitcan be made much smaller at moderate cost? Or - 
at no cost. Recall the Mexican bail-out of 1995. Nobody feared a 
a global meltdown in that case, though there were worries 
(justified, it turned out) about Latin American contagion. 
Guided by other considerations, America and the IMF none- 
theless arranged support amounting to $40 billion. It 
worked. Confidence was restored. Growth in exports allowed 
the emergency loans to be serviced at market rates and repaid. 
American investors in Mexico didn't lose their shirts and, in. 
the end, American taxpayers didn't pay a cent. | 
If such is the price of a multi-billion-dollar bail-out, you. 
might think, what's the problem? Suppose, in the present 
case, that the risk of a global depression is actually zero. Why: 
nothave the IMF rush to the rescue anyway—not to protect the. 
world economy, but to save Asia from a worse recession than 
the interruption of capital inflows would otherwise cause? 
What this argument ignores is the hidden cost of bail-outs. 
In a market-based system of finance, the risk of losing you 
money is not an avoidable nuisance but a fundamental re-- 
quirement. If bank depositors, for instance, are assured that: 
their savings are safe no matter what, they will exercise no: 
care in choosing their bank, and a crucial discipline over the > 
prudence of bank lending is lost. If the banks’ loans are them- 
selves protected, the banks’ owners likewise have no incen-. 
tive to require caution of managers—quite the opposite. This 
problem of *moral hazard" is all too familiar to central bank- 
ers. To promote safe lending in the long term, some risk must. 
be left with depositors, and far more (it is to be hoped) with. 
owners, but not so much as to make the system vulnerable to. 
short-term instability. A trade-off must be struck, involving. 
guarantees ofone kind or another on one side and regulatio | 
to curb excessive risk-taking on the other. | 
The failure of Asia's domestic regulators to strike suci 
balance is the chief cause of the region's problems. For years, 
lenders and depositors felt too safe for their own good. Yet the 
Fund's response to the crisis isto make another set of lenders, 
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foreigners this time, feel safe. Some argue that the true cost of 
that costless Mexican bail-out is today's crisis in Asia—be- 
cause foreign lenders learned in 1995 that they would be res- 
cued if their loans turned bad, and therefore lent more than 
they should to Asia. That may be over the top, but the point is 
not nonsense. And this time round, international lenders 
have learnt something else—namely, that for a country 
deemed too big to fail the Mr will underwrite private as well 
as public liabilities. The South Korean rescue is a qualitative 
as well as quantitative advance, ifthat is the word, on Mexico. 

But spare a thought for the Fund's exhausted staff. Striking 
the balance between short-term systemic instability and long- 
term moral hazard is hard enough for domestic regulators. 
How much harder for the 1mF, which is only ever called in 
once the damage is done. Unable to act as an ongoing super- 
visor of Asia's financial svstems, all it can do is demand re- 
forms that may or may not be carried through (though some, 
such as opening the region's banks to foreign competition, 





Algeria's awful slaughter 


If outsiders are to have any hope of stopping it, they first have to find out 


what is really happening 


AMADAN, the Muslim time for fasting, has been a cruel 

month for Algeria ever since the country's plunge into 
civil war and butchery six years ago. But never as cruel as to- 
day: more than 1,000 civilians are reported by Algeria’s news- 
papers, shackled and censored as they are, to have been 
slaughtered in the past two weeks. Some were burntalive, oth- 
ers hacked to death; throats were slashed, babies hurled 
against walls. The savagery beggars the imagination. 

The enormity of it stirs outsiders to express their dismay. 
Does this amount to more than hand-wringing? Judging by 
precedent, no. Whenever the European Union—Algeria’s big- 
gest trade partner and the holder of most clout—tries, how- 
ever feebly, to do anything at all useful, it gets an instant snub 
from Algeria, and stops. Its foreign ministers were brusquely 
told off in October when they urged President Liamine Zer- 
oual to start a dialogue with all non-violent factions, and pro- 
posed a meeting with Algeria’s foreign minister. 

But now, growing a mite less timid, the Eu is inviting an- 
other snub. Germany has suggested a high-powered Eu mis- 
sion to offer assistance to the Algerian government in fighting 
terrorism and helping its victims. With Britain, the current 
president, diplomatically stressing the aid-for-victims angle, 
Germany's proposal, among others, will be discussed by se- 
nior officials next week, and by the Eu's foreign ministers on 
January 26th. This, though inadequate, shows a bit more con- 
cern than the silence of the Muslim world. 

Meanwhile, another, more urgent, need is belatedly being 
recognised: the need to know what is actually happening. The 
UN's commissioner for human rights is at last to get someone 
into Algeria to report on extra-judicial executions. The EU's 
embassies in Algiers are tardily being told to visit the scenes of 
carnage. Bolder still, America's State Department has called 
outright for an international inquiry to get to the bottom of 
the massacres: only then, said the Americans on January sth, 
can we "perhaps begin to pin more clearly the blame.” 
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will be harder to reverse than others). And how is the Fund tc 
punish rescued lenders to the necessary extent? Rich-country 
governments are doing some of this by banging bankers 
heads together until they agree to reschedule their Asiar 
loans. That is good: the lenders are not getting away scot-free 
Yet the penalty for their folly is looking dangerously small. 

In light of all this, would it have been better for the Func 
to leave well alone? In our view, no. Given the small though 
not negligible risk of systemic failure and the opportunity tc 
spare Asian economies much pain, it was right to intervene 
Once that was decided, the circumstances required very large 
sums to be deployed (it remains to be seen whether even the 
present ones will suffice). But the balance ofthe argument was 
finer than the Fund and its principal sponsor appear to 
think—and chances to strengthen the case for action have 
been missed. After Mexico, governments should have found 
ways to punish rescued lenders more assuredly and more se- 
verely. After Asia, to neglect this again will be unforgiveable. 








The Algerians responded predictably: the American am- 
bassador was summoned to be told of “Algeria’s categorical 
rejection of any idea of an international commission, no mat- 
ter who proposes it and whatever its form or nature”. But the 
lack of knowledge is the nub. The Algerian government 
blames the slaughter on fanatical Islamists: in particular, the 
amorphous faction or collection of factions known as the 
Armed Islamic Group or GIA. The G14’s aim, it says, is to ter- 
rorise the families of former supporters, militiamen and rival 
Islamic guerrillas who call for a ceasefire. This, indeed, may 
often be true. But it is not the whole story. 


Culpable negligence, or worse? 


At the very least, the security forces do extraordinarily little to 
protect civilians. Many of the massacres, lasting several hours, 
take place close to army barracks or outposts. Yet the soldiers 
neither come to the rescue of the screaming victims, nor arrest 
the murderers. In two cases, says a November 1997 report by 
Amnesty International, villagers attempting to escape were 
turned back by a cordon of security forces. 

Negligence or complicity? Many Algerians have come to 
suspect complicity. The GIA is infiltrated by the security 
forces; the victimised villages are often Islamist strongholds. 
But why should the government's own men conspire to keep 
terrorism alive? Perhaps, muse some, because hardliners in a 
regime split between éradicateurs and conciliateurs want to 
wipe out the chance of an accommodation with the Islamists. 

This could be wicked nonsense. But until an independent 
investigation removes the smear of complicity, or explains 
the negligence, anti-terrorist assistance for Algeria makes lit- 
tle sense. Outsiders should neither be intimidated by Alge- 
ria’s bruised nationalism nor accept that it is business as 
usual. The best way to help Algerians is to help them to find 
out what the hell is going on in their own sad country. 
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Enough of Pinochet 


If Chile’s ex-dictator really wants to serve his country, he should 


now retire—from everything 


I THE course ofhis 82 years, General Augusto Pinochet has 
done many things for his country, Chile, some good, some 
bad. For nearly 17 years after the American-backed coup of 
1973, he ran the country. In 1989 he allowed elections, in ac- 
cordance with a new constitution that he had introduced in 
1980. His friends lost, and a few months later he gave up his 
post as head of state. But he remained army commander. 
Now he is about to relinquish that post in turn—but to take 
up yet another, as a senator-for-life, as his constitution, which 
is even now in force, provides for former heads of state. 

At this point—belatedly, one may well think—a number of 
Chile's democratically elected politicians are saying enough 
is enough: he should be denied his Senate seat, on the ground 
that he was never elected president in the first place. They will 
not succeed, but are they right? 

They are not. Chile now has an elected—and competent— 
president, an elected lower house and a largely elected Senate. 
It is certainly odd (but not unique: look at Britain's House of 
Lords) that in such a country nine of the 47 members of the 
upper house should be non-elected, four of them indeed 
nominated by the armed forces. And General Pinochet's per- 
sonal record in matters of democracy and human rights is 
worse than patchy. Yet late indeed it is to challenge an ar- 
rangement which, however odd, has been foreseen and ac- 
cepted—by democrats, however reluctantly—for years. And 
more could be at issue than the future of one man. 

Chile is a country internally at peace, unlike several in its 
region. Its economy is flourishing thanks, notably, to the free- 
market reforms that were instituted, long before others in 
South America got round to them, in the general's days of 
power. But the officer corps was not converted overnight to a 
zeal for democracy. In 1995 it for months sheltered from civil 
justice a retired general, a former head of the "intelligence" 
service sentenced to prison for his role in the murder, in the 
Pinochet days, of a leading democrat. 
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A new military coup looks wildly unlikely; neither Chile 
nor its officers, nor the world, nor the United States, are what 
they were in 1973. Nor yet is its regime: President Eduardo 
Frei is nothing like the left-wing Salvador Allende who was 
overthrown and murdered in 1973. Even so, common sense 
suggests that sleeping dogs should be left asleep, and that a 
well-run country should not put its prosperity and relative 
lack of tension at risk. It is no accident that the mostly young 
politicians who want tc bar General Pinochet from the Senate 
have not carried with them either their party leaders or the 
majority of their colleagues. 


Time to go 


They may be mistaken, but so too is General Pinochet. His 
economics was sound. The human-rights record of his regime 
was abominable. At the least, some 2,700 of its opponents 
were murdered or “disappeared”. Few of these cases have 
been cleared up. Thanks to an amnesty law of 1978, and to the 
jurisdiction of military courts over crimes committed by 
those in uniform, fewer still are the people who have been 
punished for them. At no time has the army co-operated in 
bringing the guilty to book. When there were signs in 1993 
that, despite the military foot-dragging, prosecutions might 
get going in earnest, General Pinochet's men staged a noisy 
demonstration of force. 

The issue is not dead. Only recently a mass grave of what 
seem to have been political victims of his regime was discov- 
ered. Perhaps it may be right, for the sake of civil peace, for 
Chile to draw a crude line under the past, as Argentina did 
some seven years after democracy was restored there. But it is 
not only democrats who should make concessions. General 
Pinochet may value his seat to give him immunity from pros- 
ecution. But ifhe really wants to serve his country, let him give 
up public life altogether and take his chances against the arm 
of the law—more slow than long in Chile—from retirement. 





Terror in Ulster 


Britain's Northern Ireland minister, Mo Mowlam, is right: the latest killings 


need not derail the multi-party talks 


HERE is a weary familiarity about it all. Yet again North- 

ern Ireland appears to be on the brink of war. One terror- 
ist murder has begotten others. Amid heightened security, the 
province braces itself for still more killings. Unionist politi- 
cians accuse the British government of betrayal, and mutter 
about walking out of multi-party talks, which have been go- 
ing nowhere in any case. A spokesman for Sinn Fein, the IRA's 
political wing, warns that if the “peace process” collapses, di- 
saster will ensue. Britain's Secretary of State for Northern Ire- 
land rushes to Belfast for a series of crisis meetings. As so often 
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in the past, bombs, bullets and general mayhem seem about 
to follow as night follows day. 

More gloom is always the safest prognosis when it comes 
to Northern Ireland. But at the moment gloom, despite the 
latest murders, is unjustified. The chances of making progress 
towards a settlement remain better than at any time in the 
past 30 years. The latest bout of violence is no excuse for any- 
one to walk out of the multi-party talks. If it leads to their 
collapse or to widespread conflict, the province's politicians 
will have to carry muck of the blame. 
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Volunteer Force (LVF), a small group so unsavoury that even 
. the larger loyalist terrorist groups had threatened to kill him. 
His assassin was a member of the grandly named Irish Na- 
. tional Liberation Army (INLA), a small collection of fanatics 
best known for shooting each other in internecine feuds. The 
LVE has retaliated by shooting up a Catholic hotel and pub, 


killing two men and wounding others. It may try to kill again | 


(see page 49). | | 
The Lvr and INLA have no political programme except 
further violence. They were bound to try to disrupt moves to- 
*.'. wards any compromise settlement. Others like them lurk in 
= = Ulster's darker corners. But to allow small groups of murder- 
ous die-hards on both sides to set the agenda would be a dis- 
. graceful abdication of responsibility. If the IRA retaliates, and 
Sinn Fein then tries to justify this, republican claims to politi- 
cal legitimacy will be in tatters. The same applies to the main 
. loyalist paramilitaries if they walk out of the talks. And if UL 
.. ster Unionist leaders block all progress with bogus claims that 
- the talks are loaded against them, then they, too, will have to 


Firms that never sleep 




































up some perplexing difficulties for managers 


g ALL Britain’ S BA from London after 11 o'clock at night to 
4 booka flight, and you will be answered, a touch discon- 
ce tingly, i in an American accent. "You sound as if you are in 
New York,” you say. "That's because I am in New York,” the 
disembodied one replies. BA is one of a growing number of 
companies that use technology to turn time zones to advan- 
. tage. No need to keep operators up half the night in Britain 
when the rotation of the earth provides a wide-awake Ameri- 


ofCalifornian programs while their users sleep in San Jose. At 
the end ofthe day in Cologne, engineers at Ford hand over the 
design of their latest car to their counterparts in Dearborn. 
Three time zones, three shifts. But, while global shiftworking 
^ brings benefits to workers and customers, it also brings new 
E kinds of problem for the companies that embrace it. 
-< -The benefits are familiar. The financial markets, which 
i pioneered the three-time-zone world, have grown used to 
. rolling bond books around the globe. Other companies are 
» headingin the same direction. One pressure for them to doso 
is productivity. Put together a business deal or a research pro- 
ject with three teams working i in shifts, and you save days. 
Another i is technology (see page 55). As more and more ser- 
ices. can be assembled far from the customer and sold down 
a telephone line, it becomes easier to produce them where 
skilled staff come cheap. Lots of the paperwork for things like 
insurance claims and credit-card records can be done in 
developing countries, where there are more educated workers 
than jobs for them. | 
. The problems att fariiliar too: x any dd mnia manufac- 
turer with a continue process: knows thát shift work needs 


I tps icipan i 
e always opposed. he 1 IRA sand loyalist connie Billy | 
right, the first victim, was leader of the so-called Loyalist 


eT? working, supposedly a commonplace of the globalised economy, throws 


can alternative. In Bangalore, software firms knock bugs out | 


al nswer fr the bloods 


- For too long the political vacuum i in Ulst 
aged terrorism to thrive. Today all the ühportant pa 
cept Ian Paisley's hardline Democratic Unionists are | 
around the same table. Ceasefires of the main terrorist groups 
are in place, at least nominally. The British and Irish govern- 
ments are working more closely together than ever before. 
There is now a real chance to settle Ulster’s ancient quarrel. 





A better kind of epitaph 

Anyone, unionist or nationalist, who still believes violence 
can prevail should ponder their own history. The “frame- 
work” agreement already endorsed by Britain and Ireland— 
an Ulster assembly balanced by links with the south—is essen- 
tially the same compromise deal as the Anglo-Irish 
Sunningdale agreement of 1973. Sunningdale was besieged 


_ with violence and intimidation by extremists on both sides, 
and then abandoned by a pusillanimous Labour govern- 


ment. This time could be different. So far the current Labour 
government has shown more determination. And the desire. 
for peace is much greater. A generation of political intransi- 
gence, bombs and bullets has brought both sides back to 
where they were 25 years ago. Let that be terrorism's epitaph. 








careful management. The evening shift may leave a muddle 
behind for the night shift to sort out, and the night shift may 
get itsown back by bequeathing a worse mess for the day shift. 
But, as a forthcoming article in the McKinsey Quarterly. 
points out, combine the perils of shiftworking with a ee | 
of cultures and you have a recipe for disaster. E 
. Worse, while the night shift in the average coal mine or. 


| paper plant lives just down the road from the day shift, the- 


Tokyo bond-dealing team may never meet the chaps in New 
York, and analysts in Singapore may know their counterparts 
in London only through telephone conversations squeezed 
between the end of one day and the start of another. At the 
least, companies need to ensure that international teams 
know what is expected of them, and find substitutes for the 
conviviality of teams of the old-fashioned, unvirtual variety. - 
.. Customers, too, can be an obstacle to global shiftworking. ; 
People who live in different time zones do not just sleep at. 


. different times, they are also likely to laugh at different jokes. 


and take offence at different phrases. The telephone exagger- - 
ates such cultural quirks: customers calling their bank want. 
an accent they trust on the line (Scots in Britain, hamburgisch: 
in Germany). Some large banks have found that customers- 
prefer to push buttons and hear a recorded voice rather than 
talk to a human being in a faraway country. CU We 
. Expect more use of time zones to bring competitive 3 d. 
vantage, but remember that longitude is only one consi : 
ation in where companies locate. For proof, look at wh 
capital cities share the Greenwich meridien, more o 










with London. Not mary global financial centres there. i rr 





AMERICA’S CITIES 


They can yet be resurrected 


DETROIT, LOS ANGELES AND NEW ORLEANS 


The contrast between America’s rich suburbs and benighted inner cities could 
hardly be more stark. Yet, against all expectation, urban life in America is 


showing signs of revival 


HE immaculate homes of Bethesda, in 

Maryland, almost caricature the Ameri- 
can dream. Two cars stand in the driveway; 
a manicured front lawn stretches to a 
gleaming sidewalk; overfed white children 
throw footballs across the smoothly sur- 
faced road. Less than ten miles (16km) 
away, in the heart of Washington, DG, is the 
American nightmare. Unemployed blacks 
sit on the grimy front-steps of crumbling 
houses that were once grand; old sedans 
skirt the potholes. The contrast between 
outer suburbs and inner cities is bleak. 

Yet America also has its urban opti- 
mists. They point out that the picture is bet- 
ter than it was. Unemployment in the 50 
biggest cities has fallen by a third over the 
past four years, to around 6%. Rates for seri- 
ous crime have declined to their lowest in a 
generation. Cities such as New York— 
which 20 years ago nearly went bankrupt— 
and Los Angeles, victim of race riots and 
earthquake within the past six years, are 
growing in both population and confi- 
dence. Even Detroit, a metaphor for urban 
decline, trots out promising figures for new 
investment. Cleveland, for heaven's sake, 
has rebuilt itself as a cultural centre. The 
question is not whether America's cities 
have improved—they have—but whether 
the improvement can be continued. 

America's cities, needless to say, are a 
mixed bunch. They display huge differ- 
ences ofsize, climate, economy and culture. 
No one would ever confuse rust-belt Pitts- 
burgh with Latin-flavoured Miami, or mis- 
take wintry Toledo for sun-blessed Phoe- 
nix, stretching its irrigated frame across the 
Arizona desert. But, for all that, most ex- 
hibit a recognisable set of urban problems. 
As the federal Department of Housing and 
Urban Development (HUD) concedes, 
“Real challenges remain.” 

Lately in America a prosperous econ- 
omy has helped cities and suburbs alike; 
but cities are probably the more vulnerable 
to the next downturn, when it comes. By the 
standards of Europe and Japan, they still 
suffer appalling crime, yawning social dis- 
parities and remarkable underachieve- 
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ment in education. Despite a fall of two- 
thirds in New York’s murder rate during 
the past seven years, there were still 767 
murders in 1997; in London (which is 
about the same size), there were 129 in the 
year to March 1997. As for education, in 
New Orleans some 28% of adult blacks and 
Latinos—groups which together make up 
64% of the city’s population—have failed to 
complete high school. 

True, such figures are bad even by 
American city standards, but virtually all 
big cities have suffered blight at their cen- 
tres which will take time to reverse. The 
causes are complex. The mostly white mid- 
dle classes began to move to the suburbs af- 
ter the second world war, but most cities re- 
mained vigorous enough until the 1960s, 
when court-mandated desegregation of the 
schools turned the white exodus into a full- 
scale stampede. Jobs, businesses and ser- 
vices left, too; the tax base narrowed; taxes 
rose, pushing still more employers out, as 
well as the black middle class. What re- 
mained was a huddle of people without 
means or motivation to leave, most of them 





Less than perfect, one agrees 





black, most of them unemployed, and all of 
them a prey to rising crime and rapidly de- 
teriorating schools. 

During daylight hours, most American 
cities give an impression of dynamism at 
their very centres, where the offices are. But, 
as night falls, they die. Except in vital cen- 
tres such as Manhattan, people do not live, 
shop or even entertain themselves at the 
heart of town. Every now and then a down- 
town retail complex (such as Union Station 
in Washington) succeeds; for each of these 
there are many others that seem to have ex- 
pired at birth. 

In Europe, no one talks of cities “dying”. 
In America, however, respected academics 
and planners have sometimes suggested 
that inner cities should simply be aban- 
doned and their population resettled in 
the relentlessly growing suburbs. It would 
be unthinkable to propose such a thing for 
Munich, Milan or Barcelona. But at the 
heart of America’s urban troubles—behind 
bota inner blight and outer sprawl—lies a 
fundamental discomfort with the notion 
of urban life. If America’s cities are truly to 
revive, they have to clear this obstacle first. 


City against suburb 

Europeans have lived stacked up, like bees 
in a hive, for generations. On arriving in 
America, they spent a few decades packed 
in slums; then, gaining confidence, they 
thought they could do better. The country 
had (and has) space to spare, which is why 
the ribbon of low-rise development is the 
rule and the skyscraper the exception. 
Americans, apart from the very poorest, 


n o 
———À CD. 





15 


ao | 


= Re a ee e 


Ae “As 


er 


a * 


* 2 
> 


> PL PT ieee 


AMERICA’S CITIES 


also have cars, with petrol that costs about 
halfas much as in Europe; this gives them a 
mobility most Europeans and Japanese 
can only envy. The detached house with 
picket fence has been an American ideal for 
years. After the second world war, it became 
government policy to make this dream 
come true. Ex-soldiers received financial 
help to buy new homes on greenfield sites, 
physically and psychologically removed 
from the grime of the cities. 

With hindsight, it is easy to lament 
these “mistakes”. Giant car parks outside 
soulless shopping malls; a populace so de- 
pendent on the car that the rush-hour free- 
ways become anything but free; the loss of 
prime farmland (equal in the 1980s, for ex- 
ample, to the combined area of Connecti- 
cut and Rhode Island) to the bulldozer; and 
a shift ofhousing and jobs that has left poor 
city residents, because of the inadequacy of 
public transport, virtually marooned. 
From the mid-1920s, Robert Moses spent 
four decades remaking New York with 
parks, bridges, throughways and public 
housing projects. Critics now condemn 
Moses and his imitators as destroyers, not 
improvers, of cities. The grand park be- 
comes a no-man's-land between rich areas 
and poor ones; the four-lane highway splits 
an urban community in two and isolates it 
from the commuter. 

Planning mistakes are hard to reverse, 
however; and, since they are part of a natu- 
ral evolution towards a longed-for subur- 
ban life, it may be futile to try. America's cit- 
ies will remain largely governed by 
centrifugal forces. One scholar, Robert Ged- 
des, talks of a new form of human settle- 
ment, the “city-region”, with relatively 
fewer people spread over a relatively larger 
area. The New York region grew by 8% in 
population between 1970 and 1990 and by 
65% in built-up land; Chicago grew by 4% 
in people and 46% in urban area; Cleve- 
land actually lost people, with a popula- 
tion decline of 8%, while expanding its 
built-up area by 33%. 

Yet Mr Geddes’s phrase suggests an in- 
stitutional cohesion that, in practice, is 
rare. The reality is a sprawl that crosses 
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The gap grows 
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Why should they have our money? 


long-drawn political boundaries, usually 
to the detriment of the “core-city”. City gov- 
ernments are given their powers by their 
states, and—with powerful exceptions, such 
as Mayor Rudolph Giuliani of New York— 
most mayors are not allowed by their state 
legislatures to tax the suburbanites who 
commute to work in their cities. 

In short, the city-region is thesum ofun- 
equal parts: the original, now economi- 
cally enfeebled, core-city, and suburbs that 
have grown so big they have become "edge 
cities", with enough residents and enough 
employers to feel themselves autonomous. 
Why, ask the suburbanites, should they pay 
for the facilities they have chosen to avoid: 
inner-city schools and public housing? 
Why impoverish themselves for the lost 
cause of the traditional city? 

That may seem a good question, given 
some of the more extreme divisions be- 
tween city and suburb. Take the disparity 
between Detroit and neighbouring Oak- 
land County. Each has roughly 1m resi- 
dents. (Sputtering "Motown" worries that 
the census in 2000 will show it has fallen 
below the 1m that guarantees it state and 
federal subsidies.) But Detroit in 1996 is- 
sued only 86 new residential building per- 
mits, compared with a towering 7,197 in 
Oakland. Detroit's unemployment rate is 
over 8%, compared with under 3% in bus- 
tling Oakland. And Detroit's median 
household income is just over $21,000, 
compared with more than $47,000 in Oak- 
land. Moody's gives Oakland an A1 bond 
rating, and Detroit a humble BAA. Local 
taxes in Detroit are more than six times 
higher than the Michigan average. 

Ultimately, however, the suburbs are 
deluding themselves if they believe they 
can simply leave the cities to their fate. One 
reason is that the traditional cities usually 
have assets that benefit the edge cities, too. 
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Toledo, Ohio, for example, provides its sub: 
urbs with water. Los Angeles provides the 
San Fernando Valley (even now pondering 
secession from the city) with an interna 
tional port and airport. Most cities, how 
ever dilapidated, possess a civic focus com: 
pletely lacking in the suburban conurba 
tions: government offices, cathedrals 
courts, theatres, and various forums fox 
intellectual and cultural exchange. And 
they are still a vital source of labour. 

Besides, neglecting the cities could be 
dangerous. With the gap between haves 
and have-nots still widening in America 
the riots of the 1960s (and of 1992 in Los 
Angeles) might well be repeated. Thought- 
ful urbanologists such as Fred Siegel and 
Joel Kotkin dismiss as a spent political phe- 
nomenon the “riot ideology” by which rad- 
ical black mayors, such as Washington's 
Marion Barry or Detroit's Coleman Young, 
would bemoan the inevitability of social 
upheaval if outside cash was not forthcom- 
ing. They are probably right, but it would be 
naive to believe that renewed violence in 
the inner cities would have no wider im- 
pact. It does the people of Santa Monica 
and Beverly Hills no good if LA's South Cen- 
tral district again goes up in flames. 

On the other hand, it would be equally 
naive to expect the suburbs to lend a help- 
ing hand without some prospect of reward. 
Every sensible mayor in America knows 
that salvation must begin at home. 


Finding what works 


Since America’s cities are so different, what 
works in one may not in another. Many 
planners envy Portland, Oregon, which al- 
most 20 years ago set a limit to urban 
sprawl over the surrounding farmland by 
defining an “urban growth boundary”, a 
UGB. Within this zone the city requires de- 
velopers to include “affordable housing"— 
simply put, homes for poor people—in 
their residential projects. The result has 
been hugely impressive: the UGB suits the 
interests of farmers, environmentalists and 
city-dwellers alike, and there is no Detroit- 
like inner core of derelict industrial sites 
and abandoned houses. 

But the Portland model could be decep- 
tive. For one thing, it depends on an imagi- 
native state legislature to enforce co-opera- 
tion between city and suburbs. Oregon 
requires every city to have its UGB, with 
Portland's encompassing 24 municipal- 
ities and parts of three counties. In most 
other states, legislatures put the narrow in- 
terests of suburban voters first. And the 
Portland model may yet fail. William 
Fischel, of Dartmouth College, has written 
an amusing parable comparing Portland to 
an island whose inhabitants think it so spe- 
cial that they restrict the right to build. As 
house prices rise, wages rise too—and the 
island prices its manufactured goods out of 
the export market and can no longer buy 
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We’re just cuckoo 


about good timing. 
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Baden-Württemberg (L-Bank) 


Issuing vehicle: Baden-Wurttemberg L-Finance 
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inventive by nature, the people of 
Baden-Württemberg, Germany’s south- 
western state, have never been short 
of bright ideas. Knowing how time 
flies, they came up with the cuckoo 
clock, first created and crafted here in 
the Black Forest. As the state develop- 
ment agency of Baden-Württemberg, 
L-Bank has been able to build on this 
ingenious inheritance, establishing a 
reputation for superior timing that has 
rung out across international trading 


floors from London to Tokyo. 


SYDNEY 


4 h > . 
> 29 S 
>- » 





Truth to tell, at our Karlsruhe head 
office we don't rely all that heavily 
on cuckoo clocks. It is more our far- 
sighted focus on the future that has 
brought us that special ability to pre- 
dict global market trends - helping 
us time our issues to perfection. Then 
there is the amount of time we spend 
listening to investors' needs: that's 
what keeps L-Bank and its products 
firmly in tune with the times. L-Bank, 
Schlossplatz 10/12, D-76113 Karlsruhe, 
Germany. Tel. +49 721150 18 07. 
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AMERICA’S CITIES 


food from its neighbours. 
It is a sobering thought, 

and one that should alert 

even buoyant New York. 


There, where the Atlantic | New York 
Ocean and the Hudson Dallas 
river define a natural UGB, Los Angeles 
the city still sustains its ex- Boston 
pensive mix of generous CU ema 
social transfers and rent- ERA 
controlled property; but 
high-taxed businesses have | Amt A 
long been moving out,and | Philadelphia 
the jobs with them. Washington, D.C. 
Source: FBI 


Where Portland might 
be copied is in its acquired 
habit of looking inward, rather than out- 
ward, for new sites for development. Al- 
most every city is scarred by so-called 
“brownfields”: abandoned filling stations, 
shuttered dry-cleaning plants, disused 
warehouses and industrial sites. 

Paul Helmke, chairman of the us Con- 
ference of Mayors (which represents some 
1,050 cities with populations of more than 
30,000), and himself mayor of Fort Wayne, 
Indiana, wishes this issue would get more 
attention. By his calculations there are 
some 500,000 brownfield sites across the 
country; when the Conference of Mayors 
surveyed only 33 cities, they estimated the 
lost tax revenues on such properties at 
$200m a year. “The real menace of 
brownfields”, says Mr Helmke, “is not what 
they do to America’s centre cities, it’s what 
they don't do: they don't encourage expan- 
sion, investment or jobs." 

The mayors' powers to transform the 
brownfields are limited, however. In Amer- 
ica's litigious society, the sites are usually 
polluted enough to deter prospective pur- 
chasers, but not sufficiently toxic to qualify 
for federal clean-up funds. The problem 
threatens even what might be called the Los 
Angeles model: the slow taking over of un- 
promising bits of the central city (including 
South Central) by those perhaps more natu- 
ral urbanites, Latinos and Asians, who then 
set up small family businesses and light- 
manufacturing companies. Failing this sort 
of grass-roots regeneration, the cities must 
hope to lure investors with tax incentives 
and infrastructure improvements. 

Transforming the cities’ public-sector 
schools is equally hard. Educationalists 
brim with bright ideas: charter schools, 
which are exempted from much state and 
local regulation; or religious schools, with 
their record of good discipline; or vouch- 
ers, which could allow parents to choose 
whatever school they want for their chil- 
dren. Alas, the bright ideas are put into 
practice all too rarely. The entire country 
boasts only 800 or so charter schools, and 
voucher schemes—especially when they ex- 
tend to religious schools—have often run 
into constitutional challenges. 

The problem lies in the way the schools 
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Crime league 
Reported crimes, % change 


| Metropolitan cities 


are run: by locally elected 


school boards, largely com- 
| posed of reactionary liber- 


jobs in the process. Most 
other mayors, however, 
lack the power that comes 
with the Daley name, and few can afford to 
be so independent-minded. 


1991-96 als, with great clout. Rich- 
-77.1 ard Daley, in Chicago, is a 
-543 | rare example of a mayor 
472 who can defeat them. He 
388 persuaded the Illinois leg- 
332 islature in 1995 to let him 
1 take over the horrendously 
£X underperforming schools, 
3v appoint their boards, and 
A cut 1,700 administrative 


Hizzoner’s role 


Where the mayors can make a difference is 
in combating crime. They are, after all, in 
charge of the local police. If they appoint 
the right police chief and approve the right 
policing methods, the results can be dra- 
matic. The best-publicised example was Mr 
Giuliani’s appointment in 1993 of William 
Bratton (later dismissed for getting too 
much of Mr Giuliani’s limelight) to enforce 
“zero tolerance” policing in New York. But 
other mayors have done the same: in New 
Orleans, for instance, Marc Morial ap- 
pointed Richard Pennington in 1994 and 
has achieved similar success. The simple 
equation is that when crime goes down in 
the cities, investment will rise; and people 
will want to live there again. 

At least as important to this scheme of 
recovery is the way a city is managed. One 
reason for the decline of America’s cities 
was the tradition of race-based machine 
politics. In the 1950s and 1960s white may- 


It can gleam again 


ors, such as Richard Daley's father in Chi- 
cago, built wasteful bureaucracies to ce- 
ment their power of patronage. Then came 
the turn of “civil rights” mayors—black ac- 
tivists such as Mr Barry in Washington 
(who, to the great detriment of his city, re- 
mains in office) and La’s Tom Bradley, 
joined by white liberals such as New York’s 
John Lindsay—who favoured their support- 
ers with lavish jobs and contracts. As fed- 
eral willingness to help the cities dimin- 
ished, so the urban exodus gathered pace. 

Fortunately, Messrs Daley, Helmke, 
Giuliani, Morial and others represent a 
fresh approach, putting efficiency ahead of 
ideology or ethnic identification. They talk, 
and to varying degrees practise, the lan- 
guage of privatisation, competitive con- 
tracting and accountable public services. 
And it works: these “modern mayors”, both 
black and white, have a popularity beyond 
party and ethnic affiliation. Indeed, Den- 
nis Archer, the black mayor of Detroit, was 
re-elected so handsomely in November 
that, with luck, he will be allowed to forget 
his first-term pledge not to privatise any 
city services. 

Put better management together with a 
robust economy. Assume a growing disaf- 
fection (which is indeed starting to appear) 
for suburban life among young profes- 
sionals. Add in a four-year-old federal pro- 
gramme to mix public-housing units with 
“affordable” owner-occupied housing. In- 
corporate bold experiments in education, 
increasingly supported by the poor, as seen 
in the voucher schemes in Denver and 
Cleveland. Against that background, the 
sustained recovery of America’s cities no 
longer seems impossible. But it still seems 
to depend, to a surprising degree, on hav- 
ing somebody seriously good at the top. 
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Balancing act 





President Clinton announced 
that he would balance Amer- 
ica's budget in fiscal 1999, 
three years ahead of schedule; 
the Congressional Budget Of- 
fice said the deficit in fiscal 
1998 would be a mere $5 bil- 
lion. Any surplus, said Newt 
Gingrich, the Republican 
speaker of the House, should 
be spent first to pay off the 
national debt, and second to 
cover a tax cut. Mr Clinton 
promised more money for 
child care and an expansion 
of the Medicare health pro- 
gramme to 55-64-year-olds. 


Michael Kennedy, the 
fourth son of Bobby, and 
Sonny Bono, ex-husband of 
Cher and more recently a 
congressman from California, 
were killed in separate skiing 
accidents. 


American troops pulled out 
of the Quarry Hill complex in 
Panama, nerve-centre of the 
United States' military pres- 
ence there. 


Mexico's interior minister, 
Emilio Chuayffet, resigned af- 
ter the Chiapas massacre. His 
post went to Francisco 
Labastida, the agriculture 
minister. Separately, the fi- 
nance portfolio, unassigned 
for two weeks, went to Jose 
Angel Gurria, until now for- 
eign minister, but no stranger 
to finance. A woman senator, 
Rosario Green, got his post. 


After the Christmas-eve van- 
dalism of a Jewish cemetery, 
Argentina's government 
promised a law punishing 
the desecration of tombs. 
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Brazil's legislators were 
dragged unhappily back for a 
special session to push ahead 
some overdue constitutional 
reforms. Not too unhappily: 
they get triple pay, $22,000 
for the month. 


On the move 


More than 1,000 Kurdish 
refugees streamed from Tur- 
key and Iraq to Italy. France, 
Germany and Austria, fearing 
Kurds would exploit Europe's 
free-travel regime to enter 
their countries, stepped up 
border controls. 


Mo Mowlam, Britain's secre- 
tary of state for Northern 
Ireland, said she would meet 
imprisoned Protestant 
paramilitaries in the province 
in an effort to prevent them 
withdrawing support for 
peace talks. 


Tes 





A 
Thousands of jobless 
Frenchmen marched against 
unemployment, and protest- 
ers occupied welfare offices to 
demand more money from 
the government. 


Italy said its budget deficit 
dropped to 2.7% of GDP in 
1997, easily within the limits 
that allow countries to join 
Europe's single currency. 


Russia's President Boris Yelt- 
sin postponed a trip to India 
and declared himself on holi- 
day until January 19th, pro- 
voking further worries about 
his fragile health. 


Russia redenominated its cur- 
rency, introducing a new 





rouble worth a thousand old 
ones. The new rouble was to 
start with valued at about six 
to the dollar. 


Valdas Adamkus, a retired 


American environmental offi- 
cial, was elected president of 
Lithuania. 


Feminists claimed to have 
been responsible for behead- 
ing Copenhagen's famous lit- 
tle mermaid statue. 


Bloodbath 





Several hundred Algerian ci- 
vilians were massacred in 
the first days of Ramadan, al- 
legedly by Islamist terrorists. 
To the Algerian government's 
anger, America and Europe 
are calling for something to 
be done. 


David Levy, Israel's foreign 
minister, resigned, withdraw- 
ing his party from the govern- 
ment coalition. Binyamin 
Netanyahu, the prime minis- 
ter, was left with a majority of 
one, but managed to get his 
budget through comfortably. 


Iran's President Khatami, in 
an interview on CNN televi- 
sion, called for a dialogue be- 
tween American and Iranian 
people. Yes, but it should also 
be between governments, re- 
sponded America. 


Daniel arap Moi, aged 73 and 
Kenya’s president since 
1978, was declared winner of 
a controversial presidential 
election. The ruling party's 
majority in parliament was 
much reduced. 





Nearly 300 civilians were 
murdered in Burundi when 
rebels attacked the country's 
main airport. Rebels and the 
army blamed each other for 
the massacre. 


South Africa's former presi- 
dent P.W. Botha is to be 
prosecuted for refusing to ap- 
pear before the Truth Com- 
mission. The commission 
wanted him to explain his | 
role in imposing a state of 4 
emergency in the late 1980s. 


TAN 


On the edge 


As Indonesia’s economic 
shambles threatened bank- x1 
ruptcies and social unrest, 
President Suharto called on 
the country to "keep a cool 
and clear head". But his bud- 
get proposals were consid- 
ered unrealistic. Indonesia 
faces massive additional un- 
employment as other crisis- 
hit Asian countries prepare to 
return thousands of Indone- 
sian labourers. 


The embalmed body of Mao 
Zedong, who died in 1976, 
was back on display, and at- 
tracting queues, in Beijing af- 
ter a nine-month cosmetic 
treatment. 


Hong Kong newspapers said 
the outbreak of bird flu had 
been mishandled, making 
their strongest criticism of the 
administration since the for- 
mer British colony was re- 
turned to China in July. 


of cold in northern Bangla- 


At least 138 people have died 
desh in the past two weeks. It 


has been the country's most 
severe winter for many years. > 
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Ruptured 


The rupiah received another 
savaging after Indonesia’s 
budget abandoned any pre- 
tence of complying with IMF 
requirements. President 
Suharto announced a 32% in- 
crease in government spend- 
ing; more subsidies, not 
fewer; growth estimated at 4% 
against some forecasts of a 
contraction—all signs of a 
government too worried by 
political unrest to accept eco- 
nomic reality. Other Asian 
currencies also took a batter- 
ing against the dollar, as did 
stockmarkets, in particular 
Hong Kong's and Singapore's. 


The South Korean central 
bank estimated that 3,000 
small and medium-sized 
businesses went bust in De- 
cember. But signs of foreign 
cash returning to the stock- 
market brought some respite 
to shares and to the much-de- 
preciated won. 


The Japanese government re- 
acted to a floundering 
stockmarket with plans to 
increase curbs on share spec- 
ulators and manipulators. 


Alan Greenspan, chairman of 
the Federal Reserve, had only 
to mention deflation—and 
even then dismiss the 
chances of a rapid fall in as- 
set prices—for American 
bond prices to perk up, leav- 
ing long-bond yields at a 
record low. British govern- 
ment bonds had their own 
bout of exuberance after Ed- 
die George, Mr Greenspan’s 
counterpart at the Bank of 
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England, spoke of an eco- 
nomic slowdown this year 
which, so the markets reason, 
must mean a slowdown in 
rate rises. 


Gold fixed at $281.60 in Lon- 
don, an 18'z-year low. That in 
turn clobbered Australia’s 
dollar, already depressed by 
the near-recessionary state of 
Japan, its biggest trading part- 
ner. It dipped to a ten-year 
low of 63 American cents. 


Netloss 


Shares in Netscape dived 
more than 20% after the Cali- 
fornian Internet-software 
firm gave warning of an 
$85m-plus loss in the fourth 
quarter. Netscape, which led 
the field not long ago in In- 
ternet browsing with its 
Netscape Navigator, blamed 
intense competition from 
Microsoft's Internet Explorer. 


Apple Computer surprised 
investors by giving advance 


notice of its first profit in five 
quarters. Steve Jobs, a co- 
founder who came back to 
the computer maker last year 
and is currently interim chief 
executive, said around $45m 
was earned in the first 


quarter. 





Cinven, an acquisitive Brit- 
ish venture-capital group, 
agreed to buy IPC, Britain's 
largest consumer-magazine 
group, from Anglo-Dutch 
Reed Elsevier for £860m ($1.4 
billion). 


A judge in Texas challenged 
the fairness of America's 
1996 Telecommunications 


Act, which prevents Baby Bell 
telephone firms from enter- 
ing the long-distance business 
until they open their local- 
calling markets. Meanwhile 
SBC Communications paid 
$4.4 billion for independent 
Southern New England 
Telecommunications. 


Deutsche Telekom is being 
dragged kicking and scream- 
ing into a new, deregulated 
era. Reacting to a public out- 
cry, Germany's new telecoms 
regulatory authority says it is 
looking for a “customer- 
friendly" solution to unsport- 
ing plans by the former mo- 
nopoly to impose a big fee on 
customers who switch suppli- 
ers. At least one new competi- 
tor says it will pay the DM95 
($52) penalty for defectors, at 
any rate until regulators sort 
out the problem. 


Florida Power & Light's 
holding company moved 
into New England's deregu- 
lating electric-power market 
with the $846m purchase of 
Central Maine Power' 35 
non-nuclear generating 
plants—for more than three 
times book value. FPL Group 
also teamed up with 
Tractebel of Belgium to buy 
two gas-fired power plants, in 
New Jersey and Massachu- 
setts, from Intercontinental 
Energy for an undisclosed 
sum. 


Japan's Sony consumer-elec- 
tronics giant jumped into 
America's cable industry by 
forming a $188m alliance 
with NextLevel System, os- 
tensibly to develop digital-rv 
technology. For Sony, though, 
the more immediate attrac- 
tion in taking a 5% stake is to 
distribute NextLevel's ad- 
vanced digital-rv set-top de- 
vice. This has been picked by 
nine American cable-Tv oper- 
ators in a $4.5 billion deal as 
their preferred system. 


After its failed attempt to win 
control of True North Com- 
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munications, Publicis of 
France, one of Europe’s larg- 
est advertising agencies, 
bought sMw, a Canadian 
agency, for an undisclosed 
sum and said it still wants a 
presence in the United States. 
Publicis's $269m offer for 
True North had been blocked 
and True North went ahead 
with its planned $440m 
merger with Bozell, Jacobs, 
Kenyon & Eckhardt, opposed 
by Publicis. 


Unveiled 





The heads of the world's car 
firms used the Detroit Mo- 
tor Show to show off their 
new models, among them the 
various "green cars"—gener- 
ally either petrol-electric hy- 
brids or fuel-cell vehicles run- 
ning on hydrogen—that they 
might launch in a few years. 
General Motors' Jack Smith 
gave warning of job losses in 
the company's European sub- 
sidiaries; Ford's Alex Trotman 
drew attention to over-capac- 
ity in the industry, now 
reaching 40%, much of that 
in Europe. But Ford will 
build its new, small Jaguar 

at its Merseyside plant, 
helped by a £50m ($81m) 
grant from the British govern- 
ment. And Volkswagen 
launched a new version of 
the Beetle. 


Europe's Airbus Industrie 
had a record 460 firm orders 
for aircraft in 1997, up 41% 
from 326 in 1996, and valued 
at $29.6 billion. Boeing said 
it had 524 firm orders up to 
the end of November and ex- 
pected the year-end total to 
be 560-570 aircraft. 
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The old man of Java 


JAKARTA 


Asia’s financial crisis threatens political turmoil and civil unrest. This article 
looks at the troubles facing Indonesia’s elderly leader, and the next at those 
confronted by South Korea’s new but only slightly younger one 


T LEAST he stayed on his feet for almost 

an hour. When, on January 6th, Presi- 
dent Suharto of Indonesia went to parlia- 
ment to deliver his annual budget address, 
his audience was as interested in his health 
as in his economics. His bearing seemed 
somewhat less ropy than the budget he pre- 
sented (see page 66). Mr Suharto, who is 76, 
has been widely rumoured to be 
ill and his appearance would 
usually be taken as good news. 
But in Indonesia, as in other 
parts of East Asia, the worsening 
economic storm has begun to de- 
velop dangerous under-currents. 

Indonesia is not alone in East 
Asia in fearing the social and po- 
litical consequences of the 
slump. But, with its violent his- 
tory as an independent nation, 
its relative poverty, its ethnic, reli- 
gious and geographic diversity, 
this country of 198m has reason 
to worry. For Mr Suharto, who 
rose to power in 1965, the slump 
may turn into the most serious 
challenge in his long rule. He has 
not named a successor and, when 
his latest five-year term of office 
ends in March, he is expected to 
seek another from the usually 
docile assembly empowered to 
“elect” him. 

Yet many Indonesians are be- 
ginning to ask whether Mr Suhar- 
to has the stamina and the vision 
to shepherd the country through 
its troubles. Both the stockmarket and the 
currency plunged to record lows this week. 
Since Mr Suharto’s own rise to power was 
accompanied by blood-letting on a huge 
scale, even those Indonesians fiercely criti- 
cal of his rule are concerned about the tur- 
moil his departure might cause. 

In the oblique fashion typical of Indo- 
nesian politics, opposition to Mr Suharto's 
re-election has begun to emerge. On Janu- 
ary 8th, a nationalist group, made up of a 
number of public figures, hinted that Mr 
Suharto should not run again. One govern- 
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ment critic, Amien Rais, even indicated 
that he is willing to run for the presidency. 
Mr Rais is an influential academic and 
head of the Muhammidayah movement, a 
Muslim welfare organisation. He has called 
for an improbable alliance between him- 
self, Abdurrahman Wahid, leader of Nahd- 
latul Ulama, the country’s largest Muslim 





Suharto grips the nation 


organisation with 30m members, and 
Megawati Sukarnoputri, the daughter of In- 
donesia's first president, Sukarno. 

Up to now, Mr Suharto has had the sup- 
port of the all-important armed forces. 
Their commander, Feisal Tanjung, has con- 
vened a meeting in mid-February to dis- 
cuss security ahead of the March election. 
But the army may well have a price: in re- 
turn for keeping the peace and backing the 
president's re-election, it will probably de- 
mand the appointment ofa military candi- 
date as vice-president. Since, under the 


country’s constitution, the deputy succeeds 
to the top job in the event of the president's 
demise, this post is generating even more 
interest than usual. 

If the army is offering such a deal, Mr 
Suharto may feel it is one he can hardly 
refuse. For two years now, Indonesia, in 
particular its most populous island of Java, 
has been prone to outbreaks of rioting. Of- 
ten the violence has had a religious or eth- 
nic cast, directed against the Chinese and 
Christian minorities. But many Indone- 
sians think it has really been a venting of 
frustration by those who feel bypassed by 
the prosperity generated by 30 years of 
heady economic growth. Now that growth 
has turned, for a while at least, into shrink- 
age, those frustrations are likely to mount. 
In the Javanese town of Bandung, thou- 
sands of street vendors rioted this week, os- 
tensibly protesting about a trivial 
matter of business hours. Even 
before the latest twists in the 
downward economic spiral, ana- 
lysts worried about unrest in this 
fasting month of Ramadan, and 
during the festivities which fol- 
low it. 

It will be, for many, a grim 
sort of party. Prices are rising fast. 
Inflation reached 11% a year in 
December, and will climb fur- 
ther. The devalued currency 
pushes up the price of imports, 
and a serious drought last year 
has dented supplies of rice and 
sugar. Unemployment rises. 

There will be further tension 
if Malaysia carries out a threat, 
made on January 2nd, to repatri- 
ate hundreds of thousands of In- 
donesian labourers. As many as 
ım have entered Malaysia ille- 
gally; an equal number are regis- 
tered to work in factories, on 
building sites and in plantations, 
but may now find themselves 
surplus to Malaysia's straitened 
new requirements. 

Similar troubles afflict migrant workers 
across the region. Thailand, for example, 
has said it wants to repatriate up to 
500,000 foreign workers each year. Most 
come from Myanmar. On January 7th, a 
Thai colonel said the army had deported 
nearly 6,000 from one border area in the 
past month. Repatriation to Indonesia is 
nct as dismal a fate as being handed over to 
Myanmar's army. But, in a region already 
writhing in pain, the return ofunemployed 
m:grants will be one more sort of agony. 
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Korean glums 


SEOUL 


LONG queue formed outside the state- 
owned Korea Housing Bank on Janu- 
ary 5th. A run on a bank in a country facing 
economic meltdown? No, people were sell- 
ingor donating their rings and jewellery, or 
anything else that contained gold, at the 
start of a month-long “save the nation" 
campaign. In just three days, the bank col- 
lected nearly 17 tonnes of gold, worth some 
$170m. Not that this will repay much of 
South Korea's more than $150 billion of for- 
eign debts. Rather it is a sign of increasing 
concern by South Koreans, not only about 
the economic crisis but also about the way 
it will change the way they live. 

Sofar, the hardest hit have been the new 
rich. Long before the country's income per 
person surpassed $10,500 in 1996, they 
were on a spending spree. Couples would 
happily splash out 75m won ($90,000) on a 
wedding. Now those same couples are 
hoarding babies’ milk powder—the latest 
in a series of panicky runs on goods as 
prices start to rise in the shops. Economists 
forecast double-digit inflation this year, up 
from 6% in December. 

Families worry about an end to life- 
long employment, usually with a chaebol, 
one of South Korea’s giant companies. 
Some people have already been sacked, 
though few firms put it that way, partly be- 
cause the present law makes it difficult to 
fire workers. So people lose their jobs in 
other ways. Cheil Communications, for in- 
stance, a subsidiary of the huge Samsung 
group, is making some of its workers— 
women as well as men—take unpaid “pa- 
ternity” leave for up to three years. 

The layoffs will grow. The most recent 
unemployment rate, for November, was 
2.9%, equivalent to 574,000 people. The fig- 
ure is expected to treble this year, which 
threatens social unrest. Kim Dae Jung, who 
was elected president last month, said on 
January sth that he would introduce laws 
making it easier for firms to sack workers. 
South Korea’s notoriously bolshie unions 
are threatening “bloody strikes” in retalia- 
tion. The unions want no layoffs and in- 
stead propose wage freezes, job-sharing 
and reduced working hours. 

Those losing their jobs face a grim fu- 
ture. At present less than halfare likely to be 
eligible for support from a welfare fund 
that some workers and firms pay into. Even 
if they are eligible, they would be lucky to 
get half their salary for just a few months. 
Not surprisingly, many South Koreans find 
it hard to absorb such shocks. “Almost 
three quarters of my patients are either the 
unemployed or those who fear losing their 
jobs,” says Lee Na Mi, a psychiatrist in 
Seoul. Until now, few South Koreans ever 


22 





Paying off the national debt 


used such services. 

Mr Kim is trying to soften the blow by 
promising to issue bonds that would in- 
crease the unemployment fund from its 
current 1.2 trillion won to 4.5 trillion won. 
But his keenness to take such decisions 
raises some hackles, not least because he 
does not officially assume power until Feb- 
ruary 25th. To bridge the gap, Mr Kim has 
set up a task-force to prepare for a smooth 
transition of the presidency. After several 
announcements involving issues that 
some believe should be left to the National 
Assembly, such as plans to streamline gov- 
ernment and reduce bureaucracy, the 
group has attracted criticism. On January 
5th, Hong Sa Duk, a cabinet minister for po- 
litical affairs, compared the transition 
team with the powerful executive arm of 
the military junta led by Chun Doo Hwan 
in 1980. 

Yet Mr Kim has little option but to 
move swiftly. The existing president, Kim 
Young Sam, is a lame duck whom influen- 
tial visitors to Seoul, such as George Soros, 
an international financier, do not bother to 
call on. Mr Kim and his supporters also 
mistrust some bureaucrats, who have been 
destroying government documents in case 
there is a witch-hunt for those responsible 
for getting the country into such a mess. 

Yet Mr Kim will need the support of bu- 
reaucrats to steer through his reforms, and 
the continued backing in his coalition gov- 
ernment of the United Liberal Democrats, 
who contributed to his victory. He will also 
need the help of the Grand National Party, 
which holds a majority of seats in the Na- 
tional Assembly, to pass legislation. If their 
new president cannot govern, South Kore- 
ans may need to ferret further under their 
mattresses to come the aid of their country. 





Pakistan 


Sharif country 


ISLAMABAD 


AWAZ SHARIF, Pakistan’s prime min- 

ister, has good reason to be pleased. 

The election on December 31st of Rafiq 

Tarar as president meant that Mr Sharif, 

having ousted the previous president and 

the chief justice, now has his own man in 

the country’s nominal top job. Other Paki- 

stanis, however, may feel less cheerful than 
the prime minister. 

Mr Tarar, a former Supreme Court 
judge, describes himself as a “liberal Mus- 
lim”, but his appointment worries some 
human-rights activists. They have drawn at- 
tention to his conservative views on the 
role of women, especially his denuncia- 
tions of laws that give women the right to 
divorce. There is also concern about his 
views On minorities, such as the Ahmediya, 
who say they are Muslims but are regarded 
as heretics under Pakistani law. 

A bigger problem, however, may be the 
fall-out from Pakistan’s ethnically divided 
provinces. Three of them (Sindh, Baluchi- 
stan and the North West Frontier) have 
long had secessionist movements. These 
provinces are unhappy that Mr Sharif and 
Mr Tarar both come from Punjab, Paki- 
stan’s largest province. In the secret ballot 
for president by members of parliament 
and the provincial legislatures, one ballot 
paper was damningly inscribed with the 
words, “Down with Pakistan, up with 
Pakhtoonkhwa”. The Awami National 


Party, from the North West Frontier, re- 
cently stepped up its demand to rename 
the province Pakhtoonkhwa. The party says 
this would merely reflect the North West 
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Tarar reads his job description 
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Frontiers ethnic and linguistic identity. 
Others, however, see it as separatist. 

Even if Mr Sharif and Mr Tarar manage 
to smooth over the ethnic divides, they still 
face legal problems. Efforts were made by 
Pakistan's election commission to block Mr 
Tarars candidature on the ground that he 
had allegedly committed contempt of 
court by making derogatory remarks 
against judges. Mr Sharif himself faces a 
similar charge. Under Pakistani law, peo- 
ple can be disqualified from holding pub- 
lic office if convicted of contempt. Mr Tarar 
was able to get a ruling from a senior court 
in the Punjab which allowed him to stand 
as president. 

The power game in Islamabad may 
have ended according to Mr Sharif's plans, 
but now he will have to use his new author- 
ity to tackle some ofthe country's problems. 
One of them is the big divide between rich 
and poor. On January sth, as police in the 
southern city of Karachi fired warning 
shots to disperse angry slum-dwellers dem- 
onstrating that they had been without wa- 
ter for two weeks, Mr Sharif opened 362 
luxurious villas in Islamabad. The houses 
have been built especially for Mrs at a cost 
of more than 1 billion rupees ($13.8m). 





Hong Kong's bird flu 


Ducking 
responsibility 


HONG KONG 


VERY hen in Hong Kong, some 1.4m of 

them, it was decided, would be slaugh- 
tered in an attempt to contain the "bird 
flu" that has so far killed four people and 
infected 12 others. Yet hens have been 
emerging dazed from the rubbish bags that 
were improvised as gas chambers, and it is 
said that thousands of other chickens still 
cluck with impunity in the New Territories. 
The bungled slaughter has, for the first time 
since Hong Kong's handover last year, 
thrown Tung Chee-hwa's administration 
off-balance. While Mr Tung has made 
much of the virtues of *executive-led" gov- 
ernment, the chickens have handed to the 
democratic opposition, which was thrown 
out of the legislature at the time of the 
handover, an issue on a plate. 

The critics accuse Mr Tung's adminis- 
tration of, first, downplaying the risks in- 
volved in the outbreak and then botching 
the slaughter. The government, says Martin 





An elephantine tax haul 


DELHI 


(oes hate paying tax so much that 

the black economy is reckoned to be at 
least half as big as the official one. Even 
so, few people guessed that the govern- 
ment’s amnesty for tax evaders would 
yield as much as 100 billion rupees ($2.5 
billion), more than half the total revenue 
collected from India’s personal income- 
tax last year. 

The finance ministry is delighted, 
and talks of having forged a new “social 
contract” between the taxman and the 
taxed. But economists argue that the bo- 
nanza represents a triumph of tax eva- 
sion. Tax amnesties penalise the honest 
and reward evaders. They tend to be an- 
nounced once or twice a decade, and this 
can encourage evasion. 

Why did this latest amnesty produce 
more revenue than all past ones put to- 
gether? Because of the exceptionally low 
effective rate of tax now applied in India. 
The maximum income-tax rate, which 
was 97.5% in the heyday of socialism, was 
cut to 30% last February, and it was this 
rate that applied to the latest amnesty. 
Besides, the amnesty contained a very 
large loophole. Evaders could declare 

| taxable assets bought in past years and 
pay tax on the original value rather than 
the current value, which for many invest- 
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ments is now much higher. As this in ef- 
fect lowered the tax rate further, many 
businessmen jumped at the chance to 
come clean and declared enormous 
hoards of bullion, jewellery and prop- 
erty. One declared an elephant. 

Many businessmen say honesty 
about declaring earnings to the tax au- | 
thorities is the worst policy in India. For 
evaders, the risk of being caught is low, 
the returns high. As a result, the revenue 
from personal income tax is barely 1.5% 
of Gpp. Yet lower tax rates have im- 
proved compliance. One financial news- 
paper argues that the amnesty’s success 
strengthens the case for further tax cuts. 
Critics on the left, however, say sterner 
tax administration is the right solution. 

The identities of the amnesty-seekers 
remain secret. As many Indians believe 
that the biggest business in the country is 
politics, several of the politically well- 
connected are thought to be among 
those who came forward. Press reports 





hint that the largest single declaration, of | 


$150m, was made by the son of a top poli- 
tician. But bureaucrats, who are also 
likely to have hidden earnings, stayed 
away. Lawyers gave warning that the am- 
nesty provided immunity only against 
tax evasion, not corruption. 





Pecking to freedom 


Lee, leader of the Democratic Party, sup- 
pressed what it knew about the chicken vi- 
rus, and this has “exposed the flaw” in 
Hong Kong’s system of government. 

Is he right? Certainly, in December the 
government was still pooh-poohing the 
risk of the virus jumping from human to 
human, long after there was growing cause 
for concern. But, on the other hand, it is not 
certain that a more accountable govern- 
ment would have done better. America’s 
did not in 1976, when there was an out- 
break of seemingly lethal “swine flu”. A vac- 
cine that was rushed into production killed 
more people than did the virus. Huang 
Chen-ya, a doctor who advises the Demo- 
cratic Party, says Hong Kong’s government 
has been “seized with fear” of committing 
mistakes similar to those made by the 
Americans then. And when it comes to 
bungled slaughters, Hong Kong’s embar- 
rassments seem trifling compared with 
Britain’s over its cattle-culling attempts to 
control mad-cow disease. 

Still, it has not just been worries about 
the virulence of bird flu that have kept local 
radio chat-shows clogged with complaints. 
Government weakness on at least two 
fronts has also been under attack. First, offi- 
cials afraid of offending China and its vast 
chicken industry—quite possibly the 
source of the flu—dithered when they 
should have banned imports of mainland 
chickens. Instead, they waited until China 
hed announced an export ban. (The Chi- 
nese government, meanwhile, dismisses 
the risk that China may be infected, offer- 
ing implausibly hollow assertions.) 

Second, Hong Kong's leaders were nota- 
ble for their silence. Only on December 31st 
did Mr Tung speak up about the issue, and 
only on January 6th was the chief secretary, 
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. Fears about the « economy, falling n num- 























, made the old days seem rather better; in- 


Japan 





TOKYO 


OONER or later, something close to a 
J two-party system will emerge in Japan. 
A X powerful ruling party and a fragmented 
opposition are neither desirable nor par- 
ticularly stable. Until a couple of weeks ago, 
Ichiro Ozawa's New Frontier Party was the 
leading opposition force. But on December 
27th he disbanded the party founded only 
three years ago, with the idea of purging a 
handful of dissenters who had dared to 
challenge his leadership. In this, the auto- 
cratic Mr Ozawa miscalculated. Previously, 
he controlled 173 members in the two 
houses of the Diet (parliament); now he pre- 
„Sides over a ragtag group--renamed the Lib- 
eral Party—of only 54. 
>. The rest of Mr Ozawa's former follow- 
ts, weary of having their party treated as 
heir leaders plaything, have gone their 
l merry ways, most of them pausing for the 
time being in a handful of minor opposi- 
tion parties. With the Diet reconvening on 
January 12th, new opposition groupings 
. aretaking shape. 
The immediate beneficiary of Mr Oz- 
awa's mistake is the fledgling Democratic 
. Party, which has been devastatingly suc- 
 cessfulat the polls since it was founded lit- 
- tlemore than a year ago. Its populist leader, 
Naoto Kan, has been holding talks with 
. some of Mr Ozawa's former supporters to 
` = create an alliance that can challenge the 
ia Yuling Liberal Democratic Party (LDP). —— 
- Before they throw in their lot with Mr 
Kan, these potential allies are trying to 
hammer out a common agenda (something 
that Mr Ozawa did not do when he merged 
. nine political groups to form the New 
-Frontier Party). So far, they have agreed on 
<c eight policy issues, including a v6 trillion 
- ($45 billion) tax cut (compared with the 
IDPS proposed V2 trillion cut) to help re- 
‘vive Japan's sickly economy. The potential 
allies are against using public money to 
bail out troubled banks: the depositors 
hould be protected but the banks allowed 
to go bust. And they are gunning for Taku 
Yamasaki, the 1pr's chief policymaker. 
They aim to get Mr Yamasaki to answer 
. questions in the Diet under oath on claims 
hat: an i Osaka-based oil dealer am large 
























` bers of tourists and now bird flu have all 


Pang—fat Pang as Mr Patten is known in 
Chinese—would have handled the chicken 
crisis more openly. Or as one government 
fan of the last British governor puts it, “He 
would have waded into the markets and 
throttled them with his own hands." 





Politicians on a see-saw 


sums of money to LDP officials. 

The alliance has had trouble picking a 
leader. On January 8th, Megumu Sato, a for- 
mer justice minister, emerged as the most 
likely front-runner. The left-leaning Mr Kan 
would not be attractive as a leader to many 
of the conservative-minded groups to 
which he has been talking. But even if the 
alliance turns out to be more a loose federa- 
tion than a single party, it will still be able 
to field some 97 members in the lower 
house and 44 in the upper house, a for- 
midable force. 

How does the prime minister, Ryutaro 
Hashimoto, view the downfall of Mr Oz- 
awa? Obviously, with some relief. With Ja- 
pan's economy in trouble, it was beginning 
to look as though Mr Hashimoto would be 
forced to resign. Few were expecting him to 
stay in office much beyond April, let alone 
lead the LpP into an upper-house election 
in July. But 44 members of the Diet who 
had previously defected from the LDP to Mr 
Ozawa have now returned to the mother 
party. More could follow as divisions with- 
in Mr Ozawa's new Liberal Party emerge. 


-> deed,a ai of Mr Tung's TE i 
Chris Patten, is now flourishing. On radio 
talk-shows, several callers have said that fei 








Meanwhile, a new grouping called th 
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Buddhist organisation hát 4 was Mr C "pon 
awa's principal backer. The new group is 
expected to combine with the Soka Gakkai- 
affiliated politicians in the upper house— 
to rebuild what is in effect the old Komeito 
(Clean Government Party). The born-again 
Komeito is expected to support the Liberal 
Democratic Party. 

All this makes Mr Hashimoto no longer 
dependent for survival on two minor op- 
position parties, the Social Democrats and 
the Sakigake. Mr Hashimoto has had to. 
stand helplessly by as a central policy pro- 
posal—slimming down the country's bu- 
reaucracy—has been gutted by Social Dem- 
ocrats worried about civil servants losing. 
their jobs. And the diminutive Sakigake has 
dug its heels in over how the recalcitrant f- 
nance ministry should be reformed. The 
Sakigake is insisting that the ministry's fis- 
cal and financial powers be separated. 
Whatever the merits of separation, the LDP. 
has decided that it cannot afford to fight of- 
ficials who compile the budget, especially 
not this year. 

Suddenly, therefore, the prospects look 
better for Mr Hashimoto's intended re- 
forms. There iseven talk that he might calla 
snap general election for July, to coincide 
with the upper-house election. If successful, 
Mr Hashimoto could remain prime minis- 
ter until October 1999. Meanwhile, an un- 
repentant Mr Ozawa still has visions of the 
LDP disintegrating—with the ruling party's 
conservatives calling him, Churchill-like, 
from the wilderness to lead it in its time of 
need. But Mr Ozawa's time has almost cer- 
tainly passed. 
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3 the residential ex- 
-planation fo the budgetary triumph? 
Forget George Bush’s tax increase, or 
the deficit-cutting fervour of Newt 
Gingrich’s “Contract with America”, 
-or the good fortune of an economy 
that defies gravity. “We have followed 
ae policy of investing in our 
pe ople. ...and practising fiscal disci- 
pline. We reversed 12 years of trickle- 
down economics in which the deficit 
‘of this country exploded year after 
‘says Mr Clinton. 
Il good, self-serving politics; and 
the arithmetic is indeed impressive. 
‘In 1992, the year of Mr Clinton's elec- 
tion as president, the deficit in the 
$1.3 trillion budget was a horrifying 
$290 billion. This fiscal year, for an 
outlay of some $1.7 trillion, the deficit 
is shrinking below $22 billion, al- 
most $100 billion less than the esti- 
mate of last F Tan On January 7th 
the Congressional Budget Office pre- 
dicted a $5 billion deficit for the cur- 
rent fiscal year, even if present policies re- 
main unchanged. No wonder Mr Clinton 
reckons he can balance the budget for the 
1999 fiscal year that begins in October. 
America’s politicians can see a budget sur- 
plus looming three years ahead of the 
schedule they set for themselves only five 
months ago in the balanced-budget agree- 
ment between Congress and the president. 
- The question is what to do with it. The 
-prudent answer is very little, except per- 
haps to retire some of America's $5 trillion 
national debt. After all, the likely sur- 
:pluses—tiny in the context of a $7 trillion 
onomy—could easily disappear ifgrowth 
ows, whatever the confident assertion by 
. Sperling, the presidents economic 
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is next trick 


adviser, that “you'll see surpluses as far as 
the eye can see." In any case, the purists will 
say, there is no genuine surplus: the govern- 
ment cheats by counting as revenue the an- 
nual surplus in the Social Security trust 
fund—which, in theory, is being saved for 
when the baby-boomers retire in a decade 
or so and strain the system to its limits. 
The trick, however, is to be prudent and 
still be popular. With next November's 
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mid-term congressional elections already 
at the forefront of every politician's mind, 
atavistic instincts are hard to ignore: the 
Democrats' to spend the surplus on social 
programmes, the Republicans' to "give it 
back" with lower taxes. The Republican tac- 
tic for months has been to launch repeated 
attacks on the Internal Revenue Service 
and to preach the virtues of flat taxes and 
consumption taxes (various bills before 
Congress would abolish the IRS, replace in- 
come tax with a 15% sales tax, or collapse the 
progressive ladder of income tax into a flat 
rate of 17%). Preach long enough and the Re- 
publican hope is that the Democrats will 
appear as outdated exponents of big gov- 
ernment, in hock to the unions and out of 
















touch with the middle cla 
That hope is probabl 
electorate hesitates to. 
the like at face value: 
par excellence, got no 
the presidency in 19: 
proposal for à 15% cut 
culed. Although most: 
res, they remain fond of the 
terest tax deductions and i 
Moreover, those who use tht 
lators will see that most of 
actually leave the middleclass and tk 
paying more while the rich pay less. 

The second reason to doubt Republican 
tactics is the cleverness of President Clin- 
ton. For weeks he has been underlining the . 
need not to spend a surplus before it hap- 

pens, and now it is happen- 
è ing he still cautions pru 

| dence: “I will do everything 
$ that I can to prevent anyone. 
- from using a future surplus 
as a pretext for returning to - 
the failed policies of the. 
past...We got away from. 
tricklecdown economics; 
were into investing and- 
growing our future. We're do- 
ing it the old-fashioned way” 
Quite what those words _ 
mean is anyone's guess; the 
point is that they let him - 
evade the tax-cutting issue- 
while still giving him cover to 
expand health and child-care. 
jn ways the Republicans will 
find hard to combat. One ex 
ample is his proposal on Jan 
uary 6th (one day after an- 
nouncing the imminent end - 
of the deficit) to allow the — 
"nearelderly" aged 5564 © 
who have lost jobs or retired —. 
early to enroll in Medicare = 
the federal health insurance scheme so far. > 
available only to the severely disabled and... 
to those aged 65 and over. The theory is that 
the expansion would be self-financing: the ^ 
new beneficiaries would have to pay, de- 
pending on age, between $3,600 and 
$5,000 a year for their Medicare cover. 

The arithmetic could, of course, go 
wrong. Of America's 22m "near-elderly", . 
some 3m have no health insurance; and the E 
administration reckons that perhaps. 
300,000 would take advantage of the Clin: 
ton plan. If these are unfortunates too sick 
to have qualified for private health in 
ance, then Medicare's total spending coul 
well rise: a troubling thought, the Republi 
cans point out, for a system whose impend 
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ing insolvency was delayed, but not elimi- 
nated, by the balanced-budget agreement. 


Maybe, but in an election year do the 
Republicans really want to attack Medi- 
care? So, too, with Mr Clinton’s plan for 
child care, announced on January 7th. Ata 
cost over five years of $21.7 billion, this 
would by 2003 double to2m the number of 
children eligible for child-care assistance. 
Yet another reckless expansion of social 
spending, the Republicans may feel; to 
which the Democrats can reply that the 
whole “welfare-to-work” programme so be- 
loved by the Republicans can only succeed 
if poor mothers can get affordable care for 
their children. 

So how should the Republicans react? 
Perhaps Newt Gingrich, speaker of the 
House, has the answer. Appeal to tradi- 
tional Republican values; avoid anything 
that smacks too much of Gingrichian rad- 
icalism; and play on the fact that to get any 
sort of budget Mr Clinton needs the sup- 
port of a Republican-led Congress. 

In a speech on January sth in Atlanta, 
Mr Gingrich managed to sound almost 
presidential (his fanciful quest for the 
nomination is under way): use the surplus 
first to reduce the national debt and then 
“cut taxes a little bit every year over a gen- 
eration” until no American pays more than 
25% of his income to the government. For 
those 25-30 years, Mr Gingrich says, “I 
would like to propose that we have an adult 
discussion, as a country, about where we 
are going and how we are going to get 
there.” What a good idea—and how un- 
likely in an election year. 





Air travel 
Relieving O'Hare 


CHICAGO 


N THE Sunday after Thanksgiving, 
November 30th, the world’s busiest 
airport had its busiest day ever: 252,000 
travellers passed through Chicago’s O’Hare 
International. Nearly 3,000 aircraft took off 
or landed. That new record has put the heat 
under a debate which has been simmering 
for most of the decade: does Chicago need a 
third airport, and if so, who will pay for it? 
Supporters of the idea, led by two Illi- 
nois congressmen, Henry Hyde and Jesse 
Jackson, Jr, argue that a new airport is 
needed to support the region’s economy 
and preserve Chicago as a global transport 
centre. They point to a 1988 capacity study 
financed by the Federal Aviation Adminis- 
tration (FAA) which concluded that Chica- 
go's two existing airports, O'Hare and Mid- 
way, cannot be expanded to meet the 
region's air-travel demands past 2000. 
Representatives Hyde and Jackson have 
little else in common, nct even their mo- 
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tives for building the new airport. Mr Hyde, 
a conservative Republican, represents the 
affluent residents around O'Hare, who 
would like to see noise and pollution 
routed elsewhere. Mr Jackson, a Democrat 
representing Chicago's less wealthy south- 
ern suburbs (and son of the Reverend Jesse 
Jackson), says a new airport in his district 
will attract 236,000 jobs over 20 years. 

The opponents, led by Chicago's power- 
ful Mayor Richard Daley, dispute the air- 
traffic projections and argue that the two 
existing airports can be expanded to do the 
job. Mr Daley's position has much to do 
with the $100m in passenger fees generated 
every year by air travellers moving through 
Chicago. Both O'Hare and Midway are 
within the city limits; their tax and conces- 
sion revenues flow straight into Mr Daley's 
coffers. The site under consideration for the 
new airport is a 23,000-acre stretch of farm- 
land 35 miles south of the Chicago city lim- 
its. At best, Mr Daley would share the new 
revenues; at worst, he would see his O'Hare 
and Midway cash-cows grow thinner. 

In fact, Mr Daley was a strong supporter 
of a third Chicago airport in the early 
1990s—when the site under consideration 
was in the city. "He's so enthusiastic about 
the new airport, he would like to open it 
tomorrow," an eager Daley aide told the 
Chicago Tribune in 1992. But when the 
mayor's preferred site failed to get state ap- 
proval, he promptly withdrew support for 
any third airport, pronouncing the project 
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“dead, dead, dead.” 

Mr Daley is happy to wield his prodi- 
gious political skills in the airport battle. 
When the Republican state legislature 
threatened to seize control of O'Hare and 
Midway in 1995 by forming a regional air- 
port authority, Mr Daley called an emer- 
gency meeting of the city council, ostensi- 
bly to discuss a public backlash against a 
36% pay raise for council members. In fact, 
the mayor had convened the council to rat- 
ify a secret airport deal he had negotiated 
with Gary, Indiana. Since the deal was in- 
ter-state, it legally insulated the Chicago air- 
ports from a takeover by the Illinois legisla- 
ture. Last month, the mayor invited 40 
suburban mayors to a meeting on regional 
co-operation; two mayors opposed to his 
O'Hare expansion plans were not invited. 

The mayor is joined in opposition by 
Chicago's two big airlines, United and 
American. United, which uses Chicago as a 
hub, says it will not pay for a new airport, 
nor will it fly there if it is built. The CEO of 
American, Robert Crandall, has called the 
project a “dumb idea" and was recently 
quoted in USA Today as asking, "Why pave 


. over some of America's prime farmland?" 


Mr Crandall's opposition has, in fact, little 
to do with concern for farmers and much to 
do with airline ticket prices. 

United and American control 8096 of 
the gates at O'Hare and 89% of the passen- 
ger traffic, a cosily profitable arrangement 
for both. The General Accounting Office 
has reported that business fares at O'Hare 
are 24% higher than the average at 33 other 
large American airports. Representatives 
Hyde and Jackson pressed this issue a step 
further in October, when they asked the 
House Judiciary Committee to look into 
possible antitrust violations at O'Hare. 

Chicago's bare-knuckle politics is 
unique; the airport problem is not. Only 
three major commercial airports have been 
built in the United States since 1970, one of 
them a replacement for an existing airport. 
During the same time, the number of do- 
mestic air travellers has more than tripled. 

In short, building an airport is a tough 
task. Governments are in no mood to bank- 
roll multibillion-dollar projects. (The price 
tag for a third Chicago airport would be in 
the $2 billion-$5 billion range.) Nor can 
such projects be financed privately so long 
as the airlines refuse their support. Air- 
ports, like shopping malls, need strong ten- 
ants to make investors comfortable. And 
the number of air travellers is projected to 
climb another 60% by 2008. 

The United States has been able to hold 
its air-travel system together by expanding 
and refurbishing existing airports. There 
are still some efficiencies to be gained by 
flying bigger, more fully loaded planes and 
making better use of existing gates and run- 
ways. But, at some point, that won't work 
any more. In December, the National Civil 
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Aviation Review Commission (NCARC) re- 
leased a report that gave warning of “avia- 
tion gridlock”. The report noted that 25 of 
America’s airports are already character- 
ised by the FAA as “severely congested”. The 
number of daily aircraft delays of 15 min- 
utes or longer was nearly 20% higher in 
1996 than in 1995. 

Congestion will eventually hit consum- 
ers in the wallet. Low-cost airlines depend 
on quick turnarounds on the ground. The 
NCARC study calculated that if only five 
minutes are added to the average turn- 
around for an airline such as Southwest, 
each aircraft would have to fly one less 
flight each day. If congestion leads to safety 
problems, as it must at some point, travel- 
lers may lose more than their cheap tickets. 

So far, Mayor Daley appears to be win- 
ning the Chicago brawl, in part because of 
his clout with the White House. (He has a 
brother in the president's cabinet, and he 
threw a fine convention for Mr Clinton in 
1996.) In March 1997, the FAA removed Chi- 
cago's proposed airport from a list of pro- 


jects eligible for federal money. 

But the mayor would do well to study 
history. Chicago grew from a swampy 
marsh into a city when local leaders had 
the foresight to build a canal making it pos- 
sible to pass from the Great Lakes to the 
Mississippi River. Later, the city boomed 
when it became the centre of the country's 
railway system. There's a lesson here. 





California 


Freedom's last 
gasp 


LOS ANGELES 


N CALIFORNIA you can do some sur- 
prising things legally. You can buy vid- 
eos of people engaged in anal sex; decorate 
your shop window with the paraphernalia 
of sado-masochism; or buy a gun that will 
blast a hole in a steel door. Given a doctor's 


" 
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certificate, you can even buy marijuana. 
But, as from January 1st, you can't light up a 
cigarette in a bar without breaking the law. 

The new law is as illogical as it is illib- 
eral. The state's Department of Health Ser- 
vices argues that banning cigarettes will 
nct hurt bar custom because 82% of Califor- 
nians are non-smokers. But if there had 
been a demand for non-smoking bars the 
market would surely have satisfied it, just 
as it has satisfied the demand for gay coun- 
try-and-western bars. And the department's 
solicitude for the interests of consumers 
has not prevented it from extending its ban 
to cigar bars. 

The department rests its case on the 
health of bar employees. (The new legisla- 
tion is, in fact, the fag-end of a 1994 state 
law that banned smoking in workplaces 
but temporarily exempted California's 
35,000 bars.) Yet the biggest union of bar 
Workers is opposed to the law; many small 
bars have started sacking staff members in 
order to take advantage of the exemption 
for owner-operators; and the large number 





For those in peril on the snow 


Fe! Michael Kennedy, then Sonny 
Bono. In barely a week, a son of Ameri- 

ca’s best-known political family and an 
| ex-pop-icon of the 1960s who had become 
, amember of Congress died on their skis. 
| Both, having apparently lost control on 
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fairly mild slopes, collided with trees and 
suffered fatal injuries to neck and head. 
And both deaths produced some predict- 
able hand-wringing about skiing’s perils. 
Anybody who lives near the ski areas 

that dot America’s west and north-east 
has heard of somebody hurt while skiing. 

A few years ago the Sunday New York 
Times had a full-page article 
headlined, “It’s pretty, it’s 
trendy, but skiing is also 
much too dangerous.” Yet 
exaggeration is easy. Carl 
Ettlinger, an expert on ski- 
ing injuries, has studied the 
subject for two decades. A 
resort used by 10,000 skiers 

, aday, he believes, is liable to 
have one bad injury every 
75 days, a death only every 
four months. True, that 
adds up to about 32 deaths 
a year in the whole country, 
the National Safety Council 
reckons. But swimming and 
boating kill over 4,500 
| Americans a year, hunting 
. about 90, and twice as 


times likelier to suffer death or serious in- 
jury while driving to the slopes, says Mr 
Ettlinger. 

Eric Larson, a doctor in the ski-loving 
city of Seattle, spends his weekends work- 
ing the slopes at Stevens Pass. On a typical 
day he treats 50-60 skiers. Most are suffer- 
ing from bruises, sprains or strained mus- 
cles. But about half a dozen need to be 
flown or driven by ambulance 75 miles to 
Harborview Medical Centre in Seattle. 

Particularly troublesome is the num- 
ber of skiers who tear a knee ligament 
called the anterior cruciate ligament 





jury each year, usually when they fall and 


(ACL), the hinge that holds the knee to- 
gether. Hundreds of skiers suffer this in- | 


their skis do not detach themselves prop- 
erly from their boots; the knee twists, | 
snapping the thumb-sized ligament. | 
Modern orthopaedic medicine does 
wonders with torn ACLs, and after surgery 
many skiers are back on the slopes in a 
year or less. But treatment costs about 
$10,000 a go. Skiers spend $250m a year 
getting their knees repaired, about what 
they spend on new equipment. 

Most ACL damage is preventable. Mr 
Ettlinger and his colleague Jasper Shealey 
reckon they could cut knee injuries by up 
to 75% if skiers would follow simple in- 
structions about holding themselves 
properly and falling in the 
correct way. Head and neck | 
injuries of the sort suffered — 
by Kennedy and Bono are | 
much harder to prevent. 

Now Dr Shealey worries 
that these two well- 
publicised deaths will lead | 
more skiers to wear helmets. 
Of course, protecting your | 

| 





head can sometimes be a 
life-saver. But it helps in rel- : 
atively few accidents, claim | 
Dr Shealey and others; it 
may even make things | 
worse, if heavy headgear | 
whips the skiers neck dur- | 
ing a tumble. And, they cal- 
culate, a programme that | 
had any major effect could | 
cost about $20,000 for each | 
| 





|, many golfers get hurt as ski- 
| ers, Indeed, skiers are seven Where Sonny Bono died head-injury prevented. 
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Call the cops! 


of bar workers who smoke resent having to 
go outside for a cigarette break. The em- 
ployees of California’s flourishing strip 
clubs are particularly miffed. "We're all 
pretty much chronic smokers,” says Jenni- 
fer McCann, who works at the Body Shop 
on Sunset Boulevard, “but we can’t very 
well go outside for a cigarette in what we're 
wearing." The result is that “we're all in a 
bitchier mood." 

What makes the law particularly vexing 
for bar-owners is that responsibility for en- 
forcing it falls on their shoulders. They face 
fines of up to $7,000 for each person who 
smokes on their premises. But they have lit- 
tle enthusiasm for irritating their custom- 
ers, and even less for turfing them out if 
they refuse to extinguish their cigarettes. 
They can always call the police for help, of 
course, but in a city such as Los Angeles, 
where there are more than 500 murders a 
year, they may not always receive the swift- 
est response. 

Since the new year, smokers and bar- 
owners have been exercising their ingenu- 
ity in dealing with the ban. Many blue-col- 
lar bars are simply ignoring it. Angela 
Hanlon, who owns Molly Malone's, a win- 
dowless Irish bar on Fairfax Avenue, says 
that she started the new year by getting rid 
of her ashtrays, but had to put them back 
because people were stubbing their ciga- 
rettes out on the floor. For the law-abiding, 
a popular technique is to stand astride the 
bar’s doorway holding a drink on the in- 
side (another Californian law bans public 
drinking) and a cigarette on the outside. 

Some bars, such as the Formosa Café 
(seen in the film “LA Confidential"), are 
building outside patios for smokers; others 
are thinking ofturning themselves into pri- 
vate clubs or selling shares to regular cus- 
tomers. Many are tapping smokers for con- 
tributions to the inevitable fines. Cigar 
bars, such as San Francisco's Essex Club, are 
building private rooms, complete with 
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serving hatches, to protect 
their staff from being con- 
taminated by smoke. Some 
casinos, such as the cavern- 
ous Commerce Club, are 
setting aside  sealed-off 
“gas chambers" where 
smokers can retreat be- 
tween games. 

Cigarette breaks in 
doorways and nearby car 
parks are becoming a so- 
cial ritual, as anybody who 
tries to edge his way into a 
bar late in the evening or 
contemplates the mount- 
ing pile of cigarette ends in 
the street can testify. But 
even that may not last 
much longer. The city of 
Davis, which led the state 
in getting rid ofsmoking in 
bars, now bans smoking within 20 feet of 
the entrance to buildings as well. Persecut- 
ing "people of colour" is regarded as the ul- 
timate sin in official circles in California; 
but persecuting "people of smoke" is the 
full-time occupation of a growing bureau- 
cracy, and it won't stop at bars. 





Abortion 


When a fetus Is 
a person 


COLUMBIA, SOUTH CAROLINA 


N APRIL 1992 Cornelia Whitner was sen- 

tenced to eight years in prison for crimi- 
nal child neglect. Her crime was that, while 
living in South Carolina, she had ingested 
crack cocaine during her pregnancy. Later, 
she gave birth to a healthy baby. 

South Carolina is the only state where a 
pregnant woman can be sent to prison for 
potentially harming a viable fetus. In 1996 
the state supreme court decided that such 
fetuses were protected under the state's 
1985 child-endangerment statutes. The 
1973 decision of the United States Supreme 
Court, Roe v Wade, goes nowhere near that 
far. It accepts that, in the third trimester of 
pregnancy, the state has a compelling inter- 
est in preserving the life of the unborn 
child; it therefore allows a state to forbid 
abortions. But it grants an exception where 
the life or health of the mother is at stake, 
and it does not give the fetus the rights of a 
living person. 

South Carolina's law also contradicts 
supreme courts in five states which have 
dismissed criminal charges against preg- 
nant women whose behaviour harmed 
their fetuses. Most recently, in October, the 
Florida supreme court ruled that a preg- 
nant unmarried teenager who shot herself 


in the abdomen was not guilty of murder. 
The court pointed out that American and 
English common law confers immunity on 
pregnant women who cause injury or 
death to their fetuses, although a third party 
may be prosecuted. 

In South Carolina, the “pregnancy po- 
lice" are said to have arrested and charged 
dozens of pregnant drug-abusers during 
the past 18 months. Some have received 
prison terms; others have been put on pro- 
bation. The state attorney-general, Charlie 
Condon, a man said to have his sights on 
higher office, takes most ofthe blame, or the 
credit, for the zeal of the police. “A viable 
fetus", he proclaims, "is a citizen and a fel- 
low South Carolinian." In response to his 
critics, Mr Condon has now proposed an 
amnesty for women who agree to seek treat- 
ment; they would then be sent to prison 
only as a last resort. Police in some South 
Carolina counties, however, are continuing 
to make arrests. 

Annette Ruth Appell, an assistant pro- 
fessor in the University of South Carolina's 
School of Law, says the Whitner ruling also 
raises other issues. Should the state test all 
pregnant women, regardless of history, race 
or class, or should it confine itself to certain 
groups and, if so, which ones? Research has 
shown that black women are ten times 
more likely to be tested for prenatal drug 
use than white women; Ms Whitner herself 
is black. And which sorts of prenatal behav- 
iour will the state regulate? Simply drug- 
abuse, or smoking and drinking too? 

Opponents of the South Carolina law 
say that it disproportionately affects poor 
women; the doctors of well-to-do patients 
are much less likely to report cases of addic- 
tion. They strongly object to criminal pen- 
alties for drug-addicted pregnant women, 
favouring rehabilitation instead. But there 
are few drug-rehabilitation centres in the 
state, and even fewer that will accept poor 
patients. 

Ms Whitner's case is expected to go to 
the United States Supreme Court in Febru- 
ary. She herself, according to her lawyer, 
still has at least six months of prison to 
serve before she will be eligible for parole. 





Presidential nominations 


A tyrannous 
minority 


PRESIDENT'S second term is sup- 

posed to go smoothly: the boss has 
learnt the ropes, and has a stable team 
around him. Bill Clinton's second term has 
so far been different. Many of his first-term 
officials did indeed stay on, giving him à 
cabinet that has more combined experi- 
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Busting out all over 


NEW YORK 


WITH the economy 
booming, how is it that 
more Americans than 
ever are going bust? In 
1997, 1.34m people filed 
for personal  bank- 
ruptcy—a record figure, 19.5% higher 
than in 1996 and a remarkable 400% 
more than in 1980. In West Virginia the 
number of filings increased by 54% last 
year, more than in any other state. But 
with 202,642 cases, America’s bank- 
ruptcy capital is California. 

Total bankruptcy-related costs—ac- 
cording to Visa, the credit-card company 
that compiled the data—were around 
$40 billion last year. Visa blames the in- 
crease on a combination of three factors. 
First, consumers are often ignorant 
about the alternatives to bankruptcy, 
such as credit-counselling. Second, the 
law sends the wrong signals to borrow- 
ers, allowing them to file for bankruptcy 
even when they are capable of paying off 
at least some of what they owe; around a 
quarter of the people obtaining protec- 
tion from creditors under the bank- 
ruptcy code have enough resources to re- 
pay a third or more of their debts. This 
may change if legislation now before 
Congress is passed, which seems likely. 

But the main reason for more bank- 
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Risk merchants 
Personal bankruptcies, m 


LLL 


ruptcies is that going bust no longer car- 
ries the social stigma it once did. Most 
people filing for bankruptcy now say 
they are encouraged to do so by family 
friends, in sharp contrast to a couple of 
decades ago. Although creditors would 
not agree, this may not be all bad. After 
all, if bankruptcy carries a social penalty 
as well as a monetary one, people are 
likely to take fewer financial risks. The 
willingness of so many Americans to 
take risks in the pursuit of profit has 
played a large part in the strong recent _ 
growth of the economy. If the rise in | 
bankruptcies reflects a rise in risk-taking, 
that could be a reason for optimism. 





ence than almost any other since the sec- 
ond world war. Lower down the ladder, 
however, things have been chaotic. For 
much of 1997, more than one in four posi- 
tions for presidential nominees in the exec- 
utive branch stood empty. At the end of the 
year, when financial crisis hit South Korea 
and threatened to engulf Japan, it turned 
out that Mr Clinton had failed to install an 
ambassador in either country. 

This, to be fair, was not all his fault. The 
Senate, which confirms presidential nomi- 
nees, has grown increasingly stroppy. Until 
the 1980s the Senate seldom blocked a 
nomination, believing that the president 
had a right to choose his team, so long as its 
members were not corrupt or under- 
qualified. Since the defeat of Robert Bork's 
nomination to the Supreme Court in 1987, 
this has changed. Now a nominee's views, 
and the minute details of his life, can turn 
the Senate against him. Sometimes a nomi- 
nation is blocked for reasons that have 
nothing to do with the nominee, and every- 
thing to do with some unrelated dispute 
between president and Senate. 

At the end of last year, the Senate had 
confirmed only 361 of the 500 civilian 
nominees sent by the president for con- 
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firmation, according to a new study of the 
nomination mess by the Twentieth Cen- 
tury Fund, a think-tank. So few judges had 
been confirmed that, on new year's day, 
William Rehnquist, the conservative chief 
justice, lambasted his fellow Republicans 
in the Senate for their egregious foot-drag- 
ging. Around the country, one in ten federal 
judgeships stands empty. 

Certain positions in the administration 
have become almost impossible to fill. 
Nominees for the job of surgeon-general, 
for example, are almost bound to get 
mugged by arguments over abortion. Mr 
Clinton believes that women should have 
the right to make up their own minds on 
this issue; anyone he nominates is likely to 
share his opinion. The Senate Republicans, 
for their part, believe that abortion should 
be more tightly restricted: so they are likely 
to disagree with Mr Clinton's candidates. 
Last year David Satcher became the latest 
nominee for this job to fall foul ofthe abor- 
tion argument. 

Affirmative action is another subject 
that president and Senate disagree on. Last 
year this made it impossible for Mr Clinton 
to fill the top civil-rights job at the Justice 
Department. His nominee, Bill Lann Lee, 


UNITED STATES 


was well qualified. But the Senate Republi- 
cans blocked him, happening to dislike his 
views. Despairing of ever filling this post, 
Mt Clinton sidestepped the Senate by ap- 
pointing Mr Lee as "acting" civil rights 
chief, a supposedly temporary position. 

The Senate's willingness to block nomi- 
nees on ideological grounds reflects a 
larzer shift in American politics. It used to 
be that, having won election, the president 
was presumed to have a mandate to rule, so 
the Senate felt obliged to defer to his ap- 
pointments. Now, in an era of constant 
polling and the permanent campaign, elec- 
tions no longer confer much authority on 
the victor. Administration and congress- 
men alike immediately launch themselves 
on the next election, and fights over nomi- 
nations become one of the battlefields. 

But there is more to the nominations 
logjam than this. It also reflects the ten- 
dency of America's admirable checks and 
balances to descend into ridiculous self- 
parody. It is no longer the case that the Sen- 
ate is overseeing the president's choice of 
staff; rather, individual senators have ac- 
quired the power of veto. A single commit- 
tee chairman can kill a nomination with- 
out even allowing the victim a hearing in 
which to explain his views: last year Jesse 
Helms, the foreign-relations chairman, did 
precisely this to Mr Clinton's intended am- 
bassador to Mexico. Other senators, who 
are not chairmen of anything, can block 
nominations for weeks by placing *holds" 
on them. These devices can be wielded 
anonymously, and for indefinite periods. 

At one point, in October last year, 42 
nominees who had already been approved 
by the Senates committees were being 
blocked by “holds”. The Senate is supposed 
to guard against the tyranny of the major- 
ity. But the tyranny of anonymous individ- 
uals is hardly an improvement. 





Lee had the last laugh 
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| had that fixed too. At the start of 


io first term. The administration 
| took a risk fora politically unpop- 
cular cause, and its courage paid 
| -off when Mexico's economy im- 
< proved and the bail-out loan was 
.- repaid ahead of schedule. Not by 

:coincidence,. Mr Rubin clearly 

emerged 
^ Mexico as one of the most trusted 
i and influential members of Mr 


. some Japanese vases and teacups, a 


public funds for Mexico, ignoring 
the critics who said he was wast- 


. out Wall Street creditors and Mex- 


l Remarkably relaxed Rubin 


SIA’S financial turmoil seems oddly remote when you meet 
the fellow in Washington who’s dealing with it. Bob Rubin, 
Mr Clinton’s treasury secretary, presides over a team of ex- 
hausted aides, who have spent Christmas and New Year brow- 
beating financial officials and bankers on three continents. But 
Mr Rubin himself seems rather relaxed. He rocks back in his 
armchair; he chews gum; he exudes a boyish diffidence. His of- 
fice is decorated with various trophies from his trips abroad: 
precious Russian icon. Re- 
cently a visitor knocked the icon off its stand. Mr Rubin stayed 
calm, and got someone to fix it. 
Last time an emerging market got knocked about Mr Rubin 


1995 he lined up $40 billion in 


ing taxpayers money on bailing 


ico's corrupt government. In retro- 
spect, this bail-out is seen by some 
as a high point of Mr Clinton’s 





.after the triumph in 


Clinton’s cabinet. 

And so Mr Rubin perhaps has 
reason to appear relaxed—espe- 
cially in the week when the presi- 
dent’s promise to balance the fed- 
eral budget for the first time in 
three decades marked another 
Rubinite triumph, that of prudence (see page 2 5) Yet his reputa- 


| tion is not as secure as all that. Rescuing Asia is proving much 


| harder than bailing Mexico out. On January 5th the Thais an- 


| nounced that they could not stick to the recovery plan to which 


they had previously agreed; the next day, Indonesia's budget 


|! showed little sign of the promised fiscal restraint; meanwhile 


South Korea is already on its second bail-out plan, the first hav- 
ing failed instantly. 


The Asian rescue may still wok Mr Rubin used to run. 


Goldman Sachs: putting together complicated deals while mar- 


kets go nuts is exactly what he is good at. He has already made 
one big advance: banks that last month were demanding repay- 


ment of nearly all Korean loans as they came due, have now 


-. been bullied into rolling over most of them. But even if Asia's 


crisis can be contained, Mr Rubin may not emerge unscathed. 


| Fixing Mexico made him look good. But, now that several crises 


have emerged upon his watch, there will be questions about why 


; little was done to prevent them in the first place. 


These. questions are likely to be especially fierce, because 
each bail-out increases the odds that another one will be neces- 
sary. Senator Lauch Faircloth, a Republican from North Caro- 
lina, declares that "market discipline withered away" after Mex- 
ico: lenders to emerging markets realised that Mr Rubin would 
bail them out ifthi ngs went aon so they alo cash into Asia 








recklessly The current Asian rescue may strengthen this “moral ; Fr 
' still more: recklessness, Mr Faircloth sneers, will be the. 


hazard’ 
legacy of the “Rubin Doctrine”. Mr Rubin will face plenty such 
attacks when Congress reconvenes at the end of January. He may 





be an ace at organising rescues, but the critics will demand to . 


know why he is not thinking, statesmanlike, about the conse- 


quences for the world’s financial system. 

To this complaint, Mr Rubin has two answers. First, he ar- 
dues that it is too soon to declare that the Asian rescue will en- 
courage future recklessness. Borrowing countries face soaring 
unemployment and falling incomes: observing their plight, 
other developing economies will have ample reason to avoid 
similar troubles. Investors who 
bought shares in Asian stockmark- 
ets, or who made loans in Asian 
currencies, have been punished 
too: stockmarkets have crashed, as 
have the exchange rates. 

The only participants who 
may escape unscathed are banks 
that lent to Asia in dollars: thanks 


they may be repaid rather than 
having to accept losses. Yet even 
this is not assured. Repayments 
are certain to be late, and may well 
end up being incomplete. Mr 
Rubin goes out of his way to em- 
phasise this. Although he does not 
say so, he might even use the Trea- 
sury’s clout to force banks to take 
some losses. 

if they do, one big criticism of 
the Rubin Doctrine will have been 


line of defence, just to be on the 


case of Mexico, he did more than 
merely bail the country out; he followed up with ideas, pre- 


sented at the G7 summit in Halifax in 1995, to increase the trans- | 
parency of emerging markets and strengthen the IMF, so making 


future Mexicos less likely and less dangerous. The Asian crisis 


proves that the Halifax initiatives were not enough. Mr Rubin. 


now says a "Halifax II" will be necessary to build "the architec- 
ture of the future". 
So, indeed, it is: and that is the worry. Even the implementa- 


tion of Halifax I is behind schedule: last year the administration. 
failed to get congressional approval for the extra money for the ` 


IMF that was part of the Halifax formula. Even though the Fund 
is in the thick of efforts to contain the Asian crisis now, Mr Rubin 
has not seized this chance to appeal on its behalf to Congress. Mr 
Rubin has made no speech promising Halifax II; indeed, he has 
made no speeches at all on the Asian crisis. 

If this does not change soon, Mr Rubin will not only have 


dented. But Mr Rubin has another | 


to Mr Rubin's rescue packages, — 


safe side. He recalls that, in the - 


failed to rise to the challenge of the Asian mess; he will have. 


betrayed a cherished part ofthe administration’s self-image. The | 


Clintonites love to talk about the risks and opportunities that . 
the new global economy poses, and to muse on ways to fashion ~ 
it to best advantage. There could be no better illustration ofthe 


risks of globalisation than Asia’s turmoil. There could be no bet- E 
teropportunity to make the argument fora stabler international : 


system, and for America's irs ceri to help p Pay f fori it 
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THE AMERICAS 


Out by Panama's front door, 
in through the back? 


METETI, PANAMA 


The United States is pulling out of Panama. Oris it? Colombian paramilitaries 
are fighting Colombian rebels inside Panama—perhaps with American help 


ITH their rotors pounding the hot 

tropical air, the three Vietnam-era 
helicopters lift off. They disappear over the 
dense forest canopy, machineguns hanging 
limply on each side. Left behind, along a 
dusty stretch of the Pan-American highway, 
hundreds of Panamanian police sit fid- 
dling with their rifles. They are some of the 
2,000 deployed as part of "Operation 
Peace and Sovereignty". They inspire little 
certainty of either among the communities 
scattered across the Darien. This part of 
Panama is now a battlefield in next-door 
Colombia's guerrilla war. 

Back in Panama city, the withdrawal of 
American armed forces goes on. 
The last troops on January 8th 
marched out of the Quarry Heights 
complex, the heart of decades of 
American power on the isthmus. 
But will it really be goodbye by the 
end of 1999, as promised by one of 
two treaties signed in 1977 by Presi- 
dent Jimmy Carter and Panama's 
then boss, General Omar Torrijos? 
Many wonder. Despite denials all 
round, Panama still echoes with 
allegations that the United States is 
secretly aiding Colombian para- 
military units in the Darien (as in 
Colombia itself). And late Decem- 
ber brought agreement with the 
United States on the creation in 
Panama ofa multilateral “counter- 
narcotics" centre for the region; in- 
volving several American bases, it 
could mean that over 3,000 Ameri- 
can troops will stay on. 

The Darien trouble comes from 
the Colombian paramilitaries. For 
decades Panama had cosy, if co- 
vert, links with the left-wing FARC 
(Revolutionary Armed Forces of 
Colombia) guerrillas across the 
border, at the least turning a blind 
eye to their use of its territory and 
at times more than that. Now, 
though many in his Revolutionary 
Democratic Party (PRD) still have a 
soft spot for left-wing movements, 
Panama's President Ernesto Perez 


THE ECONOMIST JANUARY 10TH 1998 


In the Darien, it's a highway patrol 


Balladares has switched sides. 

Last March, Accu (Peasant Self-Defence 
of Cordoba and Uraba), Colombia's lead- 
ing paramilitary group, savaged FARC's 
“force 57” in north-western Colombia. 
Thousands of villagers there fled their 
homes, some through the forest to Panama. 
They were denied asylum and shoved back 
over the border. Accu had already begun 
making tentative incursions into Panama, 
and within days of its March offensive two 
villages there were attacked. Three people 
died in the village of Titina, four in La 
Bonga. Witnesses said the attackers had de- 
nounced the peasants as sapos, rebel 





Caribbean Sea 





sympathisers, before killing them. One 
wcman's body was found in a river an hour 
from her village, booby-trapped with hand- 
grenades. Over 250 people from La Bonga 
fled to Puerto Obaldia after the attack. 

In June, ACCU paramilitaries occupied 
the Panamanian town of Boca de Cupe for 
some four days, leaving behind threatening 
red graffiti and the severed head of a 
naturalised ex-Colombian doctor. Dozens 
of other attacks followed, many of 
them robberies. Traffic on several 
local rivers, the highways of this 
largely roadless province, was 
halted. So far, more than 20 people 
have been killed, mostly Panama- 
nians, including several police- 
men. And the violence, ranging 
from robbery through rape to a fire- 
fight in a village this new year's eve, 
goes on. 

Yet Panamanian complaints to 
Colombia have been muted, both 
governments seeming eager to play 
down the affair. Panama has made 
no formal protest at all. At times 
the government has blamed at- 
tacks in the Darien on the FARC; in- 
deed the interior minister, Raul 
Montenegro, has often denied that 
there is any serious trouble at all, 
saying the stories are puffed up by 
“publicity-seeking” human-rights 
groups. The national police chief 
too has poured scorn on these 
groups, alleging that they support 
the FARC. He blames the attacks on 
“bandits” rather than ACCU. 

Unofficially, government and 
police sources say the Colombians 
are conducting a pincer strategy to 
cut the FARC supply lines. While 
over 5,000 Colombian troops op- 
erate in that country’s Choco and 
Uraba regions, 200-400 para- 
militaries are closing the other arm 
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THE AMERICAS 


of the pincer inside Panama. Panamanian 
police have been ordered not to engage any 
armed groups, leaving the Colombian ri- 
vals to fight it out, albeit on Panama’s soil. 
But it is persistently alleged that Panama- 
nian helicopters are aiding Colombian 
army units and paramilitaries. 

And the Americans? One PRD man, Mi- 
guel Bush, has claimed that they are paying, 
training, even commanding Colombian 
paramilitaries, to push Panama into ac- 
cepting the continued presence of Ameri- 
can troops in the guise of drugs-fighters, 
who could use the new centre as a base for 
other regional anti-guerrilla actions. 
Whether or not his suspicions are well 
founded, that could indeed be the result. 

Provided, of course, that President Perez 
Balladares can get the scheme through Pan- 
ama's legislative assembly and then a ref- 
erendum. Not all of his party back it—wit- 
ness Mr Bush's allegations—and anti- 
gringo sentiment in the PRD may yet defeat 
him, though recent opinion polls suggest 
the centre has public support. Opposition 
to it has been varied, coming from leftist 
students, the leading faction of the opposi- 
tion Arnulfista Party, and some bizarre 
splinter groups with such names as “De- 
fence Front of Humility and Decorum". 

In sum, Uncle Sam's long military pres- 
ence in Panama may or may not really be 
coming to an end (indeed, to get belated 
ratification from the American legislature 
at all, the treaties of 1977 had to be amend- 
ed to allow for the return of American 
troops in certain conditions). But, whatever 
happens, it will not happen smoothly. 





Colombia 
Another beating 


BOGOTA 


HEY did not have a chance at the re- 

mote mountaintop communications 
post, even if the sentries had been properly 
placed. The 400 FARC guerrillas made the 
eight-hour climb to 3,700 metres, and soon 
overwhelmed the 32-man garrison. 

Two generals and a colonel were sacked 
this week for the debacle at Cerro de Patas- 
coy, near the border with Ecuador, before 
Christmas. Much good it did their dead—at 
least ten of them—or those taken prisoner. 
The army is now looking for these, but no 
one is sure even how many they are; guesses 
run from seven to 18. What is clear is that 
this was another humiliation for the army, 
the worst since August 1996, when the FARC 
overran à base, also in the south, killing 26 
soldiers and marching off 60 others. These 
prisoners were released last June, only after 
the government—to the generals’ dismay— 
agreed to FARC terms and demilitarised a 
huge tract of the country for a month. 


32 


“Black December”, as the guerrillas’ 
Christmas offensive was called, cost the se- 
curity forces 30 dead. The FARC in a new- 
year statement has called for greater unity 
among the main guerrilla groups, and an 
escalation of attacks. The army is widely 
seen to be losing the war. Certainly the 
Clinton administration is worried. It has 
eased restrictions on aid to the Colombian 
armed forces, and is expected to supply 
nearly $40m-worth in fiscal 1998. 

"The government's grip on the country- 
side is loosening considerably,” says a se- 
nior American official. “About half the ter- 
ritory is not under its control.” But could it 
regain its grip? “I can’t imagine a military 
victory over the guerrillas. I think it's im- 
possible,” says Eduardo Pizarro, an analyst 
at the National University. 

Dependent on teenage conscripts, the 
army is pitted against rebel fighters with 
more combat experience, and often better 
arms: the guerrillas have plenty of money, 
earned from the drugs trade, extortion and 
kidnapping, and have used it to buy weap- 
onry. In contrast, the military budget last 
year was cut by over $120m in a govern- 
ment austerity drive. And, spread across a 
country five times the size of Britain, the 
army is stretched, for all its total of 120,000 
men. Most of them are tied up protecting 
oil pipelines (one was blown up 66 times 
last year), bridges and public buildings. 
Few soldiers are left to pursue active opera- 
tions against the guerrillas. 

Can the guerrillas win either? Western 
diplomats doubt it. “It’s in the nature of 
guerrilla war that a weak spot will be iden- 
tified, then overwhelming strength de- 
ployed against it,” says one."There's no way 
the Colombian army can reinforce every 
post against such an attack. But it is not on 
the run.” Instead the army is tacitly meeting 
fire with fire: the paramilitaries, prepared 
to fight the guerrillas with their own meth- 
ods. At least, that is one interpretation of 
what is now going on. In recent weeks, an 
alliance of paramilitary groups has threat- 
ened to strike deep into rebel strongholds 
in the south and east of the country. 
Whether FARC fighters or wretched villag- 
ers, terrorised by both sides, will bear the 
brunt of such attacks remains to be seen. 
Not that the answer is hard to guess. 





Mexico 


Fall-out 


MEXICO CITY 


HIAPAS has not changed much since 
the Zapatist uprising there four years 
ago. But Mexico has. The ruling Institu- 
tional Revolutionary Party (PRI) took a 
blow in last year’s elections, and no longer 
has Congress in its grip. So when atrocities 
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Mexico city says enough is enough 


occur, even in the darkest corners of the 
country, demands for a political response 
can no longer be ignored. On January 3rd, 
this new reality cost the interior minister, 
Emilio Chuayffet, his job. 

President Ernesto Zedillo bravely 
averred that Mr Chuayffet was leaving for 
personal reasons. No one believed it. True, 
a cabinet shuffle was under way: the former 
finance minister, Guillermo Ortiz, was sent 
last month to run the central bank, and the 
foreign minister, Jose Angel Gurria, this 
week got the finance post. But Mr Chauyffet 
was plainly the first political victim—the 
state governor followed on January 7th—of 
the massacre of December 22nd in the Chi- 
apas village of Acteal that left 45 indige- 
nous people, mainly women and children, 
dead. Mr Chuayffet had been criticised for 
doing little to improve public security in 
Chiapas, and in particular for ignoring 
calls to clamp down on armed groups 
linked to local PRI bosses. Some such group 
was plainly responsible for the massacre. 

The new interior minister, Francisco 
Labastida, an old pri hand till now at the 
agriculture ministry, showed early signs of 
being more open to dialogue than his 
predecessor. The army may not be: the day 
he took up his post, it launched a sweep 
near the Chiapas village of La Realidad, os- 
tensibly in pursuit of (unspecified) armed 
men. Villagers in the strongly Zapatist area 
told journalists that the soldiers had asked 
to be told where they could find the camp 
of the Zapatist leader "Subcomandante 
Marcos". 

If dialogue there is to be—formal talks 
between government and rebels collapsed 
in 1996—there are plenty of ideas around. 
Opposition parties want military activity 
in Chiapas scaled down. The Catholic 
church has urged the new minister to con- 
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sult its bishops in Chiapas. One of these 
warned him that that state was close to all- 
out civil war, and a priest in a group that 
has tried to mediate said that Mr Labas- 
tida’s declared aim of removing all unau- 
thorised guns from the area amounted “al- 
most to a declaration of war”. 

In Mexico city and elsewhere, Zapatist 
sympathisers, joined by political foes of the 
PRI, demonstrated against the massacre. 
Some young pro-Zapatists took control of 
two radio stations for several hours, de- 
manding in vain—the government cut off 
the stations’ signals—that they should 
broadcast a Zapatist statement. Before en- 
tering a meeting with Mr Labastida, the 
leader of a group of opposition congress- 
men calling for peace in Chiapas promised 
“prolonged discussions as we present our 
basic demands to begin dialogue.” 

Yes, but. No amount of discussion can 
cure Chiapas's ills at once. Leave aside—not 
that one can—its ethnic and sectarian ten- 
sions, disputes over land. and entrenched 
political rivalries. The state's people are dis- 
mally poor, uneducated, underfed and un- 
healthy. Last week the government an- 
nounced that its health spending there 
would rise to 2^» times what it was three 
years ago. Cash for education and infra- 
structure too has been increased—on pa- 
per. But hospitals withou: doctors, schools 
without teachers, and roads without main- 
tenance are no help to the poor, "Subcom- 
andante Marcos" told the government. 

The health minister, Juan Ramon de la 
Fuente, admits that there is no short-term 
remedy for Chiapas. Admits? Who could 
expect it? In his own field, even if proper 
health care could be switched on overnight, 
it would be no more than a poultice on a 
society that is chronically sick. 





Chile 
New farms 
for old 


SANTIAGO 


HEN Chile's soldiers reversed their 

country's course toward socialism in 
1973 and raced toward the free market, no 
one was happier than the agricultural en- 
trepreneurs. The new regime put an end to 
agrarian reform, which had transferred 
one-third of Chile's scarce productive land 
to state-run farms. This dumped a lot of 
land on the market, and commercial pro- 
ducers with money and modern technol- 
ogy seized the opportunity. After decades of 
being a drag on the economy, Chilean 
farming was to become productive and 
competitive in world markets. Now a re- 
cently released agricultural census—the 
first in 20 years—shows the result. 
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It is a very mixed picture. Fruit 
growers and wine makers have spec- 
tacularly penetrated foreign markets 
with quality products. Poor farm- 
land converted into forest planta- 
tions is paying off handsomely. But 
producers of wheat, maize, sugarbeet 
and milk, the basics of the old state- 
protected agriculture, have faced 
wrenching changes and many are in 
debt. Only the fittest will survive. 

In general, farmers have made an 
outstanding contribution to Chile's 
heady growth rate of 6-7% a year, and 
to its trade account. Since 1985, agri- 
cultural trade has been consistently 
in surplus, currently to the tune of 
about $1.3 billion a year; add forest 
products and the surplus is well over 
$2 billion. That is a huge change. The 
trade was in chronic deficit in the 
days when policy was based on im- 
port substitution and farmers were 
tied down by price controls, import 
licensing and other restrictions—all 
to no avail. At the nadir of this pol- 
icy, in 1973, domestic output simply 
collapsed. 

The export drive has been led by 
fruit producers—about 5,000 growers and a 
dozen big, mainly multinational, packing 
firms. Chiles dry summer climate in the 
central zone, where rich land is watered by 
the melting Andean snows, is comparable 
to the best of California or New Zealand. 
That is where the newest varieties of apples, 
pears, stone fruit and table grapes grow in 
months that are winter in the northern 
hemisphere. These are the competitive ad- 
vantages that Chiles new farm entrepre- 
neurs have exploited. 

More recently, wine makers have made 
the running. Chilean wines now win gold 
medals at Vinex, the big international fair 
at Bordeaux, and exports have soared from 
$50m in 1990 to nearly $400m last year. 

So far, so cheerful. But life has been very 
different for the more traditional farmers, 
exposed by the (fairly) free market to wheat 
imports from Argentina and maize from 
the United States. And what has the export 
boom done for the 200,000 small produc- 
ers, the campesinos who were supposed to 
benefit from the old agrarian reform? Not 
much. "What we now have here is a bipolar 
agriculture," says Carlos Bravo, a professor 
of farm economics. "The export sector has 
adapted to the market model; the farmers 
who have to compete with imports of subsi- 
dised products such as wheat and milk risk 
being squeezed out." 

The new agricultural census shows the 
farmers' response. The area sown to wheat, 
the main crop of traditional farmers, has 
dropped to half of what it was in the mid- 
1970s; the fruit area has doubled. As has 
been shown from Provence to Punjab, in 
Chile too the notion ofthe farmer as an un- 
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No clodhopper he 


changing clodhopper is bunk. Yet there is 
indeed a gulf in productivity between the 
modern commercial farmers and the 
campesinos. 

To make up for it, many jobs have been 
opened in the orchards and the packing- 
houses, where thousands of women have 
found work; Chile has not undergone the 
job-destroying switch from traditional 
farming to the highly mechanised prairie 
grain-growing that is typical of the United 
States or, more recently, parts of Europe. 
And the new wage-based rural prosperity 
shows. Workers in the countryside wear 
boots these days, instead of thonged san- 
dals. They ride to work on bicycles, instead 
of walking. Fruit-growing regions are dot- 
ted with their new houses, built in brick 
and sprouting television aerials. 

As to farm size, plots of up to ten hect- 
ares (25 acres) account for 58% of owners, 
but only 20% of Chile’s 3m hectares of ara- 
ble land—proportions little changed since 
the 1976 census. But the middle-sized 
farms, where commercial farming is con- 
centrated, have risen in number by 22%, 
and their total of land by more than 30%. As 
it is worldwide, farming in Chile is using 
more capital and more modern know-how. 

Where does Chilean agriculture go 
from here? Probably to more concentration 
of ownership in middle-sized farms, mar- 
ginal land being converted to forestry. And 
the campesino? There is little prospect of 
improvement for him, unless the govern- 
ment embarks on long-term efforts in peas- 
ant education and micro-technologies, to 
strengthen cottage output, such as flowers. 
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Bibi's foundering ship 


JERUSALEM 


Can Binyamin Netanyahu’s government in Israel survive? 


HE Israeli prime ministers latest 

predicament stretches even his re- 
doubtable powers of persuasion. To the 
hardliners in his coalition, newly assertive 
after the resignation of David Levy, the rela- 
tively — moderate foreign minister, 
Binyamin Netanyahu says: let me offer 
some modest concessions to the Palestin- 
ians, or else the government 
will fall, Labour will win the 
election, and it will cede the en- 
tire West Bank. To the Ameri- 
cans and the Palestinians, he 
says: my hardliners won't let me 
make substantial concessions 
and, because of Mr Levy's res- 
ignation, | am more dependent 
on them than ever. To the pub- 
lic at large, Mr Netanyahu in- 
sists that his government is safe 
and sound and that, if there is 
an election, he will win it hands 
down anyway. 

Mr Levy walked out with his 
five-man Gesher party over 
what he called the govern- 
ments “socially insensitive” 
economic policies, although he 
also spoke scathingly of the par- 
alysed peace process. On Janu- 


ary sth, the Gesher members | Seats in the Knesset, Jan 7th 1998 
| Gesher* $5 —————————— ——À4 


voted against the budget— 
which, even so, passed by a ma- 
jority of six. The number was 
reached by a combination of a 
Labour member pressing the 
wrong button, goodies handed 
out to the half-dozen heteroge- 
neous parties which together 
with Mr Netanyahu's Likud 
comprise the coalition, plus 
help from the two-member 
Moledet, which is so far to the 
right that it is even outside the coalition. 
With Gesher gone, the government's 
supporters are reduced to just 61 in the 120- 
seat Knesset. Given the differences between 
(and within) the coalition parties over the 
peace process, plus the pervasive distrust of 
Mr Netanyahu and lack of confidence in 
his prime-ministerial abilities, the most 
likely prospect is that Mr Levy's departure 


United 
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Meretz 9 
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will set the dominoes falling. The defence 
minister, Yitzhak Mordechai, has hinted he 
might be the next to go. 

The Palestinian issue cannot be post- 
poned. President Bill Clinton has sum- 
moned Mr Netanyahu and Yasser Arafat, 
the Palestinians’ leader, to Washington on 
January 20th and 22nd respectively. They 
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erupt at the end of January. Mr Netanyahu 
has promised his Orthodox partners that 
by then he will have passed legislation en- 
shrining the exclusive right of Orthodox 
rabbis to perform conversions. He has also 
promised his non-Orthodox partners that 
he will not pass such legislation. American 
Jewry, which is mainly non-Orthodox, is 
keenly interested in the result. 

Small wonder, then, that Mr Levy's res- 
ignation was seen as a canny attempt to 
make as unratlike a departure as possible 
from Mr Netanyahu's foundering ship. The 
political uncertainty is thickened with ru- 
mours of a deal between Mr Levy and Ehud 
Barak, the Labour leader. 

But conventional prognostications of 
the Netanyahu governments imminent 
demise must contend with the 
contrary logic of the strength-in- 
weakness syndrome. Nothing 
so concentrates a coalition 
meinber's mind as a majority of 
one. Previous prime ministers, 
including the late Yitzhak Rab- 
in, did bold deeds while relying 
on that dialectic. Likud whips 
this week were assiduously re- 
hearsing the old saw about 
hanging together or hanging 
alone. Mr Netanyahu is busy 
trying to woo party rebels, such 
as Dan Meridor and Binyamin 
Begin, who resigned from his 
cabinet in earlier battles. 

On the face of it, Mr Netan- 
yahu has a strong ally in the 
new constitutional arrange- 
| ments which went into force 

with his direct election in 1996. 

In the past, Israeli governments 

could fall without the Knesset 


necessarily being dissolved. 
Now, a majority vote of no-con- 
Yisrael Ba-Aliya 7 "etn: aJ vg i 
Third Way 4 ence in tne gove rnment 
Shas 10 brings the prime minister 


down—but it automatically 


a : brings the Knesset down too. 
T gem This makes Knesset members 
Party 9 pause before deciding to dis- 
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lodge the government. The idea 





will discuss Israel’s much overdue second 
"further redeployment" in the West Bank. 
Dennis Ross, Mr Clinton's envoy, was shut- 
tling between Jerusalem and Gaza this 
week to soften up the two leaders before the 
president was to make his personal pitch. 
This pressure alone could be enough to 
doom the government, but, in addition, the 
perennial state-synagogue conflict is due to 


: was to strengthen the prime 

minister against small parties 
which often held the leader to ransom. But, 
because of the changes, Israel is feeling its 
way through new constitutional conven- 
tions in an untried, hybrid system. 

In particular, members of the coalition, 
among then senior figures in the Likud, are 
quictly discussing the possibility of invok- 
ing a section of the new law that provides 
for a prime minister to be removed by a 
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vote of 80 members of the Knesset. The at- 
traction ofthis procedure is that it does not 
trigger the dissolution of the Knesset itself. 
Instead, an election is held, 60 days later, 
for prime minister. 

Mr Netanyahu, though sagging in the 
polls, still retains a tight hold on the Likud 
party machine. If the government were to 
fall in a normal vote of confidence, he 
might well win the party leadership again, 
to the chagrin of many of his present minis- 
terial and parliamentary colleagues. But if 
he were dumped by a vote of 80, in a pro- 
cess akin to impeachment, his chances of 
standing again would be seriously eroded. 
Would the High Court, however, go along 
with this resort to a provision that was in- 


Algeria 
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tended to facilitate the removal of a prime 
minister who had become, in the language 
of the law, unable to perform his duties? 

Meanwhile, the Labour Party is wres- 
tling with itself over what to do in the un- 
likely event that Mr Netanyahu should pro- 
pose a fairly substantial redeployment in 
the West Bank, only to find himself threat- 
ened by his own right wing. Hitherto, Mr 
Barak has said he would provide backing 
for a genuine step forward in the peace pro- 
cess. Now, after Mr Netanyahu’s own for- 
eign minister has scotched the notion that 
this government can make genuine pro- 
gress to peace, Labour leaders are saying 
that they might join forces with the hard 
right to bring the government down. 
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Villages into killing-fields 


The outside world wakes up to a long butchery 


RESH carnage in Algeria, costing many 

hundreds of civilian lives, has 
prompted a fresh chorus of concern from 
western foreign ministries followed by the 
now ritual rejections of "outside interfer- 
ence" from the Algerian authorities. Both 
France and America have been sharply re- 
buked for statements deemed offensive. 
The French, condemning the violence, had 
remarked that it was "the duty of any gov- 
ernment to enable its citizens to live in 
peace and security." That earned them an- 
ger from the Algerians, who found it “unac- 
ceptable" of the French to remind them of 
their duties. France's attitude, said the Alge- 
rian foreign ministry, “could come only 
from a lack of understanding or a delib- 


Survivor from the horror 
38 


erate wilfulness to manipulate the facts." 

The implied suggestion in the French 
statement that the Algerians were not do- 
ing enough to protect their people stems 
from the army's failure last year to inter- 
vene to stop the mass killings of civilians. 
The army's inaction, coupled with the si- 
lence of the authorities, despite a year-long 
string of atrocities, has given rise to con- 
cerns that the armed forces were either de- 
liberately turning a blind eye to the vio- 
lence or were even involved in it. 

Both Algerian opposition parties and 
international human-rights organisations 
have been calling for an inquiry to estab- 
lish the truth. That call has now been ech- 
oed by the United Sates, much to the out- 
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rage of Algeria. The Americans want non- 
governmental organisations to carry out 
the inquiry, which needs to be “fully- 
fledged, credible and serious” according to 
a well-placed source. So far, however, there 
is no suggestion that the Americans would 
put any direct pressure on the Algerians. 
They are only “encouraging them”. 

The continuing butchery, and the gov- 
ernment's hostility to foreign initiatives, 
presents Algeria's western partners with a 
dilemma: they feel a need to respond, but 
there is limited scope for action. France, It- 
aly and Portugal have backed a proposal by 
Germany's foreign minister, Klaus Kinkel, 
that the European Union should send rep- 
resentatives of the troika (holders of its cur- 
rent, past and future presidencies) to Al- 
giers to offer assistance. Britain, the current 
president, is ready to lead such a visit. 

But this flurry of diplomatic declara- 
tions may be more of a sop to European 
consciences than a sign that Europe is at 
last prepared to take collective action. A 
diplomatic source in Brussels seemed 
ready this week to pass the buck by suggest- 
ing that the EU now regards Algeria as a 
problem for the United Nations rather 
than Europe. “It is an undeclared civil war. 
This is a big dilemma for us and the solu- 
tion from the Eu point of view lies in the 
UN. Only they have a mandate to preserve 
peace and stability." Similarly, though the 
EU is likely to echo the American call for an 
international inquiry, it would like this 
conducted under UN auspices. 

Most of the latest atrocities took place 
in western Algeria, where perhaps 800 peo- 
ple have been killed in one week. Areas of 
the mountainous province of Relizane 
were turned into killing-fields as teams of 
armed men attacked isolated hamlets, 
slaughtering whole families and burning 
houses. Over 400 people were killed on the 
first night ofthe fasting month of Ramadan 
in an attack on four neighbouring villages. 
The government says only 78 people died, 
but Algeria’s censored newspapers re- 
ported the higher figure. 

Survivors of the massacre described the 
horrors familiar from previous attacks. 
Armed men arrived in the early evening 
just after the villagers had broken their 
Ramadan fast. Using knives and axes, they 
cut throats, butchered children and the el- 
derly, and raped women in a hellish night 
of demented violence—one of the worst in 
the history of the conflict in Algeria. Ac- 
cording to the newspaper Liberté, which 
broke the story, when the security forces ar- 
rived after the massacre, they quickly bur- 
ied the bodies in makeshift graves. The pa- 
per quoted a witness who said he saw 50 
bodies being pulled out of one house and 
30 out of another. 

A few days later, the terrorists struck 
again, also in the province of Relizane. 
Newspaper reports speak of 117 people be- 
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ing put to the knife in a village in the 
wooded Remka area. Some 150 others were 
burnt alive in the village of Had Chekala, 
which was described as having been razed 
with all its inhabitants wiped out. The au- 
thorities have said nothing about these at- 
tacks. Many go unreported altogether. 


-—— 


Iran and America 


A whisper in the 
wolf's ear 


TEHRAN 


HEN Iran's mild new president 

showed himself to Americans on 
CNN television on January 7th, he also 
showed the problem he faces. Muhammad 
Khatami's performance was a shrewdly 
balanced mixture of conciliatory gestures 
to America and concessions to his conser- 
vative opponents at home. He broke sev- 
eral taboos: expressing "regret" for hurting 
American feelings by taking their diplo- 
mats hostage in 1979; condemning the kill- 
ing of Israeli civilians. He called for a 
"crack in this wall of mistrust", urging an 
American-Iranian dialogue between aca- 
demics, writers, artists, journalists and 
tourists. But he was not prepared, at this 
stage, to press for direct talks between the 
two governments. 

Hostility to America is so deeply rooted 
in the minds of Iran's conservative clerics 
that most of them still think of it as a 
premise oftheir 1979 revolution. For nearly 
two decades, Iran's leaders have blamed 
the "great Satan" for everything that hurts 
them. "Death to America" is ubiquitously 
on walls and blared through loudspeakers. 

Ayatollah Khomeini, the founder of the 
revolution, warned his countrymen before 
he died to beware of any contact between 
“the lamb and the wolf”. The most tentative 
bids to offer a hand to the wolf have, in the 
past, destroyed the careers of those who 
made them. So open-minded Iranians, 
such as the president, who wish to end the 
long estrangement between Iran and 
America have to watch their words. Before 
his interview with CNN’s correspondent, 
Christiane Amanpour, he was loudly ad- 
vised by conservative officials and journal- 
ists to limit his comments to the official 
line, denouncing the American govern- 
ment for its past and present wrongdoings. 

The president’s hope that his overture 
would draw a conciliatory response from 
America was only partly fulfilled. The ad- 
ministration is divided on the policy it 
should now pursue towards Iran. Its first re- 
sponse to Mr Khatami's appearance was to 
welcome the call for a dialogue but to insist 
that this should be between the two govern- 
ments, and should directly deal with the is- 
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At least Khatami and Amanpour got on fine 


sues that most concern America. 

America's repeated insistence on deeds 
not words sharpens Mr Khatami's predica- 
ment. He will find it extremely hard to con- 
vince his conservative opponents of the 
need for communication with America so 
long as it pursues a campaign to isolate 
Iran. When Iran's foreign minister, Kamal 
Kharrazi, urges America to end its hostile 
attitude in order to get better relations—as 
he repeatedly does—he means it; but he has 
to make it seem that he is setting a precon- 
dition, to protect himself from reprimands 
at home. "We have not given you a post to 
see you seeking friendship with the ene- 
my," Jomhuri Islami, a conservative news- 
paper, said in a letter to Mr Kharrazi. 

Even so, the president's appearance on 
CNN may start a trend towards reconcilia- 
tion. The subject is already the cause of 
much soul-searching in the Iranian press. 
One newspaper has called for a referen- 
dum to decide about relations with Amer- 
ica (blasphemy to the theocrats, who be- 
lieve that such matters should be decided 
by Ayatollah Ali Khamenei, the supreme 
leader). The conservatives predictably re- 
jected such a proposal, fearing that a ref- 
erendum would produce a resounding yes. 

Many Iranians still associate the 
United States with the better times they 
think they enjoyed before the revolution. 
The young, who have no clear picture of life 
in pre-1979 secular Iran, have a romantic 
view of the superpower from the American 
films and music they (illegally) see and 
hear. It is worth noting that Ayatollah 
Khamenei himself, opposed though he is to 
negotiations with America, did not try to 
stop the president going on CNN. 

The Islamic republic has done unpre- 
dictable things before this. In 1988, only 
days before Ayatollah Khomeini agreed to 
end the war with Iraq, his harsh words had 
led people to believe that the conflict 
would go on indefinitely. The current thaw 
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with Saudi Arabia was also hard to foresee; 
but the Saudis came to last month's Islamic 
summit in Tehran, and the ex-enemies are 
now being cosily called the *two wings of 
Islam". With today's Iran, rule nothing out. 
. s 





Burundi 


Pawns in the war 


HORTLY before dawn on January 1st, a 

large group of rebels attacked Burundi's 
main airport, seizing weapons from the 
neighbouring garrison. The attack left at 
least 280 people dead, most of them villag- 
ers from nearby Rukaramu. The army 
cla: med that they had been murdered by 
the fleeing “genocidal terrorists". The 
rebels say they were killed by the army be- 
cause of their pro-rebel support. Others say 
they were caught in crossfire as the soldiers 
chased the rebels in the darkness. 

Most ofthe bodies seen by independent 
witnesses had not been killed by bullets but 
by olows, many of them from hoes or ma- 
chetes. That points a finger at the rebels. But 
both they and the victims are Hutus. Why 
shculd they kill their own people? 

In Burundi's brutal conflict, which de- 
veloped into a full-blown civil war after the 
elected government was overthrown by the 
army in July 1996, civilians, most of them 
Hutus, are the pawns and victims. The 
rebels force their support; the army takes re- 
verge and demands their co-operation. So 
all three versions of the new year massacre 
could be true: rebels killing people who re- 
fused to help them, soldiers taking reprisal, 
some people dying in the confusion. 

Since 1993, when Burundi's first elected 
president, Melchior Ndadaye, was mur- 
dered by army officers, 200,000 people 
have been killed, estimates the United Na- 
tions. Recently, until the latest attack, the 
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level of violence had been dropping. Colo- 
nel Pierre Buyoya, Burundi's current ruler, 
said in a Christmas speech that security 
had improved. The uN's human-rights in- 
vestigator, Sergio Pinheiro, backed this up, 
saying that civilian support for the rebels 
was weakening. Julius Nyerere, Tanzania's 
ex-president, hoped to call all parties to- 
gether for talks and to find a formula for 
dropping the sanctions imposed by Burun- 
di's neighbours after the coup in 1996. 
These expectations may have been 
based on false assumptions. In fact, both 
Frodebu, the main Hutu political party, 
and the National Council for the Defence 
of Democracy (CNDD), the Hutu guerrilla 
force, have grown in strength and mili- 
tancy. In December Frodebu, which lost 
power in the coup, acknowledged an exiled 


militant, Jean Minani, as its leader. And the 
CNDD rebels have linked up with former 
members of the Rwandan army and mili- 
tia; some of the rebels killed in the airport 
attack were wearing Rwandan uniforms. 
Government claims that the group had fled 
across the border to Congo proved untrue. 
The rebels camped a few miles north-west 
of the capital, Bujumbura, launching an- 
other attack on January 6th. That shows a 
new confidence: they no longer rely on dis- 
ruptive hit-and-run tactics. 

But the new regime has survived more 
than a year of sanctions and, as the block- 
ade grows less effective, so does the influ- 
ence of the neighbours imposing it. The 
Tutsi-dominated army, which ran the 
country from 1966 until 1993, shows no 
sign of negotiating itself out of power. 





South Africa 


Cautionary tale of black business 


JOHANNESBURG 


Spreading economic wealth from white to black is difficult 


UST over a year ago, two corporate hands 

famously shook. The white hand be- 

longed to Julian Ogilvie Thompson, 
head of Anglo American, the giant South 
African conglomerate controlled by the 
Oppenheimer family; the black hand to 
Mzi Khumalo, a former political prisoner 
turned businessman who had just bought 
control of jci, a mining company, from An- 
glo. A huge “black-empowerment” deal, it 
was hailed as a post-apartheid model for 
spreading wealth from white to black. 

This model is now in tatters. JCr's share 
price has collapsed and Mr Khumalo last 
month resigned as its executive chairman. 
The company has sold its best assets, two 
gold mines, back to Anglo. And Lonrho, an- 
other white multinational with an empire 
in Africa, is talking about a merger with JCI, 
under which it may end up devouring the 
company altogether. 

The company's troubles are not wholly 
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Mr Khumalo's fault. Thanks to a rival bid 
from Cyril Ramaphosa, former secretary- 
general of the African National Congress 
(ANC) and another black would-be tycoon, 
Mr Khumalo paid over the odds for Jc1. He 
bought at a share price of 54.50 rand ($12), 
above the market value at the time. This 
might not have mattered had the world 
gold price not plunged. Today, jci's shares 
trade at little over 21 rand. 

But Mr Khumalo's approach was cava- 
lier. He recently offered to buy into another 
mining company, of which he was a direc- 
tor, without consulting jcr's board. Under 
pressure from the board, that offer has now 
been withdrawn, and Mr Khumalo has 
been elbowed firmly aside. The only smile 
belongs to Anglo, which has made a hand- 
some profit on a sale it had originally de- 
clared would be a magnanimous gesture 
towards wealth-sharing. 

Even in a country as gripped by politi- 
cal correctness as South Africa, there are 
those who regard the rise and fall of Mr 
Khumalo as a cautionary tale about the per- 
ils of black empowerment. Privately, some 
white businessmen carp that to sell compa- 
nies to inexperienced black businessmen, 
who would not have been propelled into 
top jobs were it not for their colour and 
their political friends, was always bound to 
end in tears. Some black critics dismiss em- 
powerment as no better than enrichment 
ofthe few. But others, bravely, turn the com- 
plaints against themselves. Reuel Khoza, 
the new black boss of Eskom, the state elec- 
tricity company, made a startlingly outspo- 
ken speech last year. “Often we bring to the 
table nothing more than the pedigree of 


blackness and expect this to do the magic 
for us," he declared. 

Can South Africa afford not to press 
ahead with such deals, whatever their 
faults? As Nelson Mandela made plain last 
month in his last speech as head ofthe ANC, 
blacks are already angry that political 
equality has not led fast enough to a shar- 
ing of wealth or economic power. If the 
black majority continues to see the same 
lily-white bosses heading companies 
owned by the same lily-white families, re- 
sentment will surely grow. 

Ifanybody understands the self-interest 
involved, both in heading off rebellion and 
in persuading political leaders ofthe joys of 
capitalism, it is Anglo American. In the 
1960s, Harry Oppenheimer, the company's 
former chairman who still, aged 89, hovers 
in the corridors, helped Afrikaner business- 
men to win control of a mining company 
ata time when Afrikaners ruled politically 
but were still shut out from mining, the 
powerhouse of the snobbish, English- 
speaking corporate world. This deal helped 
to shelter Anglo from interfering politi- 
cians, avoiding any nationalising tenden- 
cies the National Party might have held. 

The parallel with today's efforts is tell- 
ing. Keen to tempt ANC leaders with the de- 
lights of capitalism, Anglo last year sold an- 
other company, dealing in publishing, beer 
and property, to a black group led by Mr 
Ramaphosa. At the time, Mr Ramaphosa, a 
canny man with disarming charm, seemed 
on his way out of politics. He retired to a 
tranquil mock-Georgian office-park, and 
was made a director of Anglo itself. But An- 
glo is nothing if not prescient. Last month, 
elections were held for the ANC's top deci- 
sion-making body. Top of the list was none 
other than Mr Ramaphosa. 





United Nations 
American pie 


NEW YORK 


ESPITE its clubby-sounding name, the 

United Nations has always been an 
unfair sort of place. Countries carp at the 
disproportionate power given to the five 
permanent members of the Security Coun- 
cil: America, Russia, China, France and 
Britain. Virtually all 185 members are furi- 
ous that America, the richest country in the 
world, refuses to pay over $1 billion in out- 
standing dues. Now a new row has broken 
out about the uneven nature of contribu- 
tions to the UN's regular budget. And resent- 
ment against America is mounting. 

The organisation has just announced 
its scale of assessments for the next three 
years (the budget for this year will be 
around $1.25 billion). The Japanese are the 
big losers. Japan, without a permanent seat 
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The MIB is a 13-15 month MBA programme in English 
at one of the most prestigious Grandes Ecoles in 
France. The MIB culture is international, innovative and 
entrepreneurial, fostering a strong sense of ethics and 
contribution through business. 
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MIBS PROGRAM 


Your Passport To 
The World! 
Its à jungle out there. Let the 
University of Miami prepare you t 
meet the chall nges of the global 
marketplace. In 23 months you'll earn 
a Master of Business Administration 
degree and a Certificate in 
nternational Business 
MBA is accredited by AACSB - 
The International Association of 
Management Education 
University-arranged corporate 


internships with l S., European, 


or Latin American companies 
UNIVERSITY OF 
Miami On-going language training in French 
CPR Lerman Spanish DI Portuguese 


Study in Miami. Florida — a maio 


For more information, write inte rational business hub 
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University of Miami international students 
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* Program starts in August 
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e-mail: gba@sha.bus.miami.edu 

















The summer intensive programs 
at New York University’s School of 
Continuing Education are designed 
to help you get ahead, or get a serious 
head start in your career. Spend one 
to seven weeks of intensive study right 
in the middle of the world's leading 
tourist destination, with programs 
such as Ecotourism, Cultural Heritage 
Tourism, and Destination Marketing 
and Management. 

These are some of the more than 
20 opportunities we offer this summer. 


FOR A FREE BROCHURE: 


Phone: 1-800-FIND NYU, ext. 52 

Fax: 212-995-3656 

E-mail: sce.summer@nyu.edu 

Web site: http: //www.sce.nyu.edu/si/ 
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on the council and under-repre- 
sented in the administration, paid 
15.7% of the budget last year; it will 











Paying their dues 


United Nations assessment, 1998-2000, selected countries 
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Clinton administration are run- 
ning high. This month the UN, 
which has long raided its peace- 





pay 18% this year, rising to 20.6% in UN regular budget GDP* 1996 keeping budget to pay its staff, 
2000. America, with an economy at % contribution rank % of world per person, $ moved on to its pension fund. Al- 
least twice as big as Japan's, is sup- United States! ^ 250 1 20.7 27.655 ready some voices are demanding 
posed to pay 25% in each of the three lapan 18.0 3 80 22863 that the UN abandon its current pol- 
years. It will certainly pay less. Ja- Gartner ary: 3 47 21.116 icy of appeasing Congress. Gianni 
pan’s ambassador has called the de WE is à ds 20538 Picco, an erstwhile UN bigwig who 
situation intolerable. Au | alere aant pner nah is now an independent consultant, 

Another discontented country, Vas AEA E a bied argues that the organisation should 
which also has a strong argument | Pte" P 6 3:3 16,616 consider fighting back in three 
for being a permanent member, is Russiat 2.9 7 14 4,120 ways: reducing the pay of its Ameri- 
Germany. It will now pay 9.6%, Canada 2.8 8 n9 — = 21,465) can employees by 25% (the amount 
more than either France or Britain. Mexico 0.9 16 2.1 7274 — that should come from America); 
Britain pays less than Italy, another Chinat 0.9 18 11.1 3,120 selling the American holdings in its 
without a seat. Russia is contribut- | Malaysia 0.2 38 0.6 . 9,900 $18 billion pension fund, which 
ing 2.9% (about the same as Can- Singapore 02 39 03 25.740 currently has 65% of its assets in the 






ada). China, the world's most popu- 
lous country, with supposedly its 
second-biggest economy, will pay 
just 0.995, less than Belgium. 
Altogether, the top ten countries pay 
over three-quarters of the UN’s budget. To 
an extent, this imbalance is justified: no- 
body complains that the contributions of 
25 of the poorest countries dropped this 
year to 0.001% (about $13,000 each) from 
0.01% ($110,000) in 1997. But many think 
that middle-income countries in the Mid- 
dle East and Asia could afford to pay more. 
The ratios are based on a complicated 
formula that takes account of such things as 
income per person as well as the overall 
size of economies (Japan’s misfortune was 
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SHARJAH 


UCKY the man who has seen an Ara- 
bian leopard in the wild. So hunted 
and so rare are these elusive beasts that 
few know that they ever existed, let alone 
survive today in their dwindling moun- 
tain habitats. Researchers believe that, 
thanks to persistent poaching and in- 
creased cultivation, there are fewer than 
100 Arabian leopards left in the wild, 
making them many times more rare than 
| China’s boring old giant pandas. 

In a quixotic effort to save the leopard 
| and other Arabian species from extinc- 
tion, the region’s first-ever Breeding Cen- 
tre for Endangered Wildlife is set to open 
in Sharjah in the United Arab Emirates 
(UAE) this year. According to the centre’s 
manager, Dutch-born Marijcke Jong- 
bloed, only indigenous species will qual- 
__ ify for this Noah’s ark of a rescue project. 

Many centuries have passed since ele- 
phants and giraffes roamed the once- 
grassy plains of Arabia. But the peninsula 
still harbours a surprising variety of ex- 
otic wildlife. Cheetahs (one was shot re- 
cently in Yemen), lynxes, wolves and ibex 











Sources: UN; IMF; OECD; EIU 


Noah's ark in the Gulf 


to be assessed on its economic perfor- 
mance before the recent downturn). The 
cap on contributions is 25% (under the for- 
mula, America's true share would have 
risen to 27%). Now America is angling to re- 
duce the cap to 22% this year, falling to 20% 
by 2000. Congress has made paying Ameri- 
ca's debt conditional on this reassessment; 
the UN's position is that America should 
start paying its debts before any negotia- 
tions take place. In November, Congress 
came close to paying some of the dues but 
the deal collapsed at the last moment. 
Feelings against both Congress and the 


all cling to a shrinking habitat. So do less 
romantic specimens: the new breeding 
centre will welcome reptiles such as Cas- 
pian terrapins from Bahrain and metre- 
long monitor-lizards, as well as blind 
cavefish from the mountains of Oman. 
The project, costing millions of dol- 
lars, is being financed by Sheikh Sultan 





Rare, precious and accident-prone 


Permanent members of the Security Council 





United States; and changing its pro- 
curement policy to exclude Ameri- 
can suppliers. UN officials take a 
much more cautious approach—but they 
are not shy of quoting figures about the UN 
supporting thousands of American jobs. 
There are hopes that Mr Clinton may 
make globalisation a theme of his state-of- 
the-union address on January 27th, per- 
haps mentioning the UN. His country's un- 
popularity did him no favours when he 
was trying to assemble an anti-Iraq coali- 
tion at the UN last year. Technically, if 
America falls behind on two years' worth of 
payments, it will lose its voting power: that 
is on course to happen in January 1999. 
dec e. uuo ae oe LAC ee ee D Ru es 


al-Qasimi, the ruler of Sharjah, one of the 
UAE's component parts. With a staff of 24 
westerners and eight Asians, the centre is 
slowly acquiring its endangered speci- 
mens through personal contacts around 
the Gulf. Many come from local zoos and 
private collections. Ms Jongbloed be- 
lieves that without the breeding centre, 
Arabia's remaining wildlife could disap- 
pear. The culture, she says, does not help: 
"People here have no natural inclination 
to protect their wild animals, so now we 
have to get young people interested in 
their natural heritage before it's too late." 
Sharah's Natural History Museum 
has had over 200,000 visitors since it 
opened two years ago, but setting up slick 
audio-visual displays is a far cry from 
breeding rare animals in captivity. Ms 


Jongbloed admits that the centre's first ex- 


perience with leopards was frustrating. In 
the past 18 months, its pair of leopards 
have had three litters, but then killed 
them—usually accidentally. 

There are other problems. As the 
building of the animal pens nears com- 
pletion, the handlers recently found the 
bodies of two baby wild cats, stung to 
death by scorpions. That is one Arabian 
species in no danger of extinction. 
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ERMANY’s‘ ‘word of the year" for 1997, 





m Reformstau, which might be defined as the 
ie impossibility of getting anything useful 
- done in Bonn. Reformstau (reform jam) 
threatens to keep its title this year, too: al- 
though 1998 will be remembered for set- 
tling the issue of the single European cur- 
“rency, it will, paradoxically, be a year—or at 
- least nine months—of legislative inaction, 
because of the general election due in Sep- 
< tember. The incoming government may be 
< no more adept at economic reform than 
..thecurrentone. The 15-year-old centre-right 
`: coalition looks played out. The left-wing al- 
_ ternative is hostile to the sort of reform Ger- 
-many most needs. Germany's best chance— 
and it is a slim one—lies in a "grand coali- 
ion". between Christian Democrats and 
ocial Democrats. 
- The idea that salvation lies in a grand 
alition seems odd. Germany's only ex- 
e with Oe Deen aa and 












[ says the German Language Society, is 


left-right alliance may be Germany's best, albeit slim, hope for an effective 
jovernment after September’s election 


1969—made it look an experiment too risky 
to repeat. By neutering opposition inside 
parliament, it fostered confrontation out- 
side it, notably in the often violent student 
revolt of 1968. Yet, according to a new opin- 
ion poll, more voters expect the September 
27th election to produce a grand coalition 
than any other outcome. 

The reason is that right and left are so 
evenly matched that neither may be able to 
govern effectively without the other. If the 
election were held today, say the polls, the 
Social Democrats and the Greens, two nat- 
ural coalition partners, would win close to 
half the vote, enough to form a slim major- 
ity in the lower house, the Bundestag. But 
Chancellor Helmut Kohl is a formidable 


battler-from-behind. He started 1994 look- 


ing like a loser, but his coalition—the Chris- 
tian Democrats, their Bavarian sister party, 
the Christian Social Union, and the Free 
Democrats—scraped back with 48% of the 
vote and a parliamentary majority of ten 


the start. Worse, it might not be able to rul 





seats. Mr Koh! may not peat that fei : 
has presided over four years of drift and the 
Social Democrats will probably to put up.a 
bétter candidate against him than four 
years ago. But the indefatigable chancellor: 
is likely to narrow the gap. i 

| So the left may win, but not comfort- 3 
ably. A Social Democratic-Green majority, — 
which would lumpanti-capitalists together 
with pro-business pragmatists like Lower 
Saxony’s Social Democratic premier, Ger- 
hard Schroder, might well be stymied fror 
















































without help from the Party of Democ 
Socialism, eastern Germany’s ex-comn 
nist party. The pps is beyond the pale a 
coalition partner. It could provide pa 
liamentary “toleration” for a minority 
cial Democratic-Green government, a 
up that works, more or less, in the state 
Saxony-Anhalt. But most Social Democrat 
and Greens fight shy of reproducing it a 
national level. The alternative would be a. 
grand coalition. The Christian Democrat 
would face the same choice if they won 
more narrowly than in 1994. 
If simpler alliances did not produce 
Reformstau, a grand coalition might look a 
bleak prospect. But the current government 
failed to pass its "tax reform of the century" 
this year, even though the junior partner 
the Free Democrats, are the most zealou 
tax-cutters around. Halfhearted effort 
have been made at revamping pensions 
and health insurance. Unemploymen 
which the government promised to ha 
by 2000, is at record levels and rising. | 
Voters have little faith that the | 
would do any better. The Social Democrat 
helped create the jam in Bonn by blockin 
legislation in the Bundesrat, the upper 
house. Many Germans abhor Green poli- 
cies like doubling the price of petrol over 
the next few years. Why on earth, Germans: - 
ask, cannot "sensible" politicians in both SUE 
main parties just join forces? m 
: Several party bosses agree with them. — 
Wolfgang Schäuble, the Christian Demo-.- 
crats parliamentary leader, counts himself. 
one of those who “do not rule out" a grand. 
coalition. For good reason. He is said to 
view the chancellor, who revels in high.di-. 
plomacy but is bored by economics, as one ~ 
big obstacle to reform. A conservative-led. 
grand coalition is Mr Schauble’s. bes 
chance of replacing Mr Kohl, since the 
chancellor has made it plain he would. 
refuse to lead one. That hope depend: 
however, on the ruling coalition win 
the election, but too narrowly to cont ü 
sensibly in government. C0 Cad 
. Two of the Social Democrats’ top gun 
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would contemplate a grand coalition. One 
is Rudolf Scharping, Mr Schauble’s oppo- 
site number as floor leader in the Bundes- 
tag. The two already co-operate more 
closely than their rhetoric suggests—too 
much, sometimes, for Mr Kohl's liking. The 
other is Mr Schroder, who may become the 
Social Democrats’ candidate for the chan- 
cellorship if he does well in Lower Saxony's 
election on March 1st. His views on social- 
security reform, labour-market flexibility 
and so on please Christian. Democrats 
more than left-wingers in his own party (let 
alone Greens). He might well prefer to be 
vice-chancellor in a grand coalition than 
leader of a government dependent on the 
PDS for survival. 

The main obstacle would be Oskar La- 
fontaine, the Social Democrats’ chairman 
and Mr Schróders main rival for his party's 
candidacy for the chancellorship. He is a 
left-wing hardliner and organiser of his 
party's blockade of government legislation 
in the Bundesrat. It is hard, though not im- 
possible, to see a Schauble-Lafontaine tan- 
dem heading a German government. 

Would a grand coalition fulfil the 
hopes Germans have for it? Advocates 
claim it would discipline the wilder fringes 
in both camps and smooth the passage of 
reform legislation in both houses of parlia- 
ment. Perhaps. The danger, even in a Schau- 
ble-Schróder coalition, would be that agree- 
ment might be reached only on the most 
timid reform. For example, only the Free 
Democrats are championing the root-and- 
branch tax reform that Germany needs, but 
they would be part of the (numerically piti- 
ful) opposition, if they make it into parlia- 
ment at all. It is true that neither the current 
government alliance nor a Social Demo- 
cratic-Green one looks likely to clear the 
Reformstau. But that, alas, is no guarantee 
that a grand coalition would do better. 


Immigration 


Frontier wars 


BRUSSELS 


HE Amsterdam treaty signed last June 

committed the European Union to the 
creation of a common “area of freedom, 
justice and security" within five years. As 
part of this, EU leaders agreed to work to- 
wards common immigration and asylum 
policies, and to incorporate the Schengen 
frontier-free zone into the Union. Yet these 
grand plans are now under threat. 

The immediate cause is the sudden ar- 
rival in Italy last week of several boatloads 
of refugees from Turkey. Most of these 
1,200-odd folk were Iraqi or Turkish Kurds, 
who have now applied for political asylum. 
This is not new: for much of last year, Kurds 
demanding asylum were turning up in var- 
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Refugees—or freeloaders? 


ious European countries. And since condi- 
tions for Kurds in both Iraq and Turkey are 
pretty bleak, most governments, including 
Italy's, have been willing to consider such 
requests. 

What is new is the scale of the problem. 
Several thousand more Kurdish refugees 
are reportedly ready to embark from Tur- 
key for Italy. Some Italians blame the Turk- 
ish government, even suggesting that it has 
turned a blind eye to the exodus because it 
is cross with the Europeans for last month 
rebuffing its bid to join the Eu. The Turks 
have accused Kurdish separatists of or- 
ganising (and profiting from) the business; 
they have also said that Italy has itself to 
blame for suggesting that Kurds, whom the 
Turks reckon are mere economic migrants, 
might be eligible for political asylum. 

Though the much-feared invasion of 
hungry East Europeans never materialised, 
EU countries are afraid things could get 
worse. Recent years have seen sudden in- 
fluxes from Albania and Bosnia. And the 
risk of mass migration from the countries 
of North Africa is ever present. 

Another new element is Schengen's ex- 
pansion. Italy and Austria are on the verge 
of joining seven other countries, including 
Germany and France, as full members; con- 
trols on air travel from Italy and Austria 
have gone and those on land are due to go 
by April. Greece hopes to join later this year 
and Scandinavian countries hope to be- 
come members next year. 

The Kurdish arrivals may put paid to all 
this. When the latest lot started, several Ger- 
man and French ministers promptly de- 
manded that Italy (and Greece) tighten 
their frontier controls. The French and Aus- 
trians even reinforced their borders with It- 
aly with police and troops; Germany also 
strengthened its frontiers, though it has 
none with Italy. Now several countries are 
threatening to defer Italy’s full member- 
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ship of Schengen, to maintain their border 
controls despite it, or even to scrap 
Schengen altogether. Already Schengen is 
qualified. France still maintains its con- 
trols against the Netherlands (because of 
drugs) and Spain (illegal immigrants). In 
Germany, the Bavarians have reluctantly 
removed border posts with Austria, only to 
reinstate police controls further inland. 

Yet, for all these problems, few govern- 
ments would welcome the scrapping of 
Schengen. It has enabled them to tighten 
their collective controls by pooling in- 
formation in a single computer and by get- 
ting their customs police to co-operate. 
Even without Schengen, land and sea bor- 
ders would remain porous. 

But if Schengen is to survive, its mem- 
bers will demand harmonised—and 
tougher—immigration and asylum poli- 
cies. Such is the present state of confusion 
that the Kurds, whom Italy deems political 
refugees, are branded criminal migrants by 
Germany. And all complain that even 
when the Italians turn down an asylum re- 
quest—or when they pick up illegal immi- 
grants—they allow individuals two weeks 
to leave the country. Not surprisingly, most 
promptly disappear, usually northwards. 

Italy has promised to close this loop- 
hole, though many Italians (supported by 
the Catholic church) are reluctant to tighten 
their immigration controls further. But a 
common asylum policy is still far off. Past 
attempts to harmonise European practices 
have failed because they require unani- 
mous agreement among FU countries—a 
provision Germany insisted on retaining 
at Amsterdam. The treaty’s design for a 
frontier-free Europe, it seems, comes with a 
self-destruct button. 
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France 


The kids' revolt 


PARIS 


HREE plans to tackle crime, in particu- 

lar juvenile crime, in the space of as 
many months, and another set of measures 
on the way. Not bad for a supposedly "soft- 
on-crime" left-wing government. But with 
regional elections only two months away 
in France, in which the law-and-order far- 
right National Front is expected to do well, 
the ruling Socialists cannot afford to ignore 
an issue that has become the French voters' 
chief concern after unemployment. 

Although the total number of reported 
crimes has fallen slightly in recent years, ju- 
venile delinquency has continued to rise 
sharply—by 81% over the past ten years, ac- 
cording to the Ministry of the Interior. One 
in five of those charged is now under 18, the 
age of criminal responsibility, twice the 
proportion of 25 years ago. Gangs of eight- 


year-olds are no longer unusual. And only 
one juvenile delinquent in ten, it is reck- 
oned, gets caught. R 

Most of the juvenile crime in France is 
unspectacular stuff: vandalism, shop-lift- 
ing, throwing stones at policemen and fire- 
men, petty drug-dealing, and suchlike. Full- 
scale riots and pillaging are still rare. But 
the insidious spread of even this lower- 
grade violence in France's bleak, immi- 
grant-packed suburban ghettos is creating a 
climate of insecurity and fear. 

“Every day new limits are being broken, 
beyond which society begins to fall apart," 
said President Jacques Chirac in his new 
year's eve message. A few hours later, gangs 
of youths, most of them aged between 12 
and 16, went on a rampage in Strasbourg, 
leaving 60 burnt-out cars, 30 broken bus 
shelters and four vandalised municipal 
buildings—just for the hell of it, apparently. 
No one was killed; only two people were 
injured; little appears to have been stolen. 
But the riot confirmed the belief held (says 
a new poll) by eight in ten Frenchmen that 
urban (mostly youth) violence has reached 
unprecedented proportions. 

Strasbourg’s courts have handed out 
unusually severe sentences of up to two 
years’ imprisonment to the few young trou- 
ble-makers unlucky enough to get caught 
(only a dozen arrests were made). One 18- 
year-old girl, an apprentice pastrycook 
with no previous convictions, was given an 
eight-month sentence for attempting to set 
light to a car. “We cannot allow this kind of 
Situation to go on,” said Dominique 
Strauss-Kahn, the finance minister. But few, 
in truth, know how to stop it. 

Strasbourg was far from an isolated 
case. Hardly a week goes by without some 
new outbreak of unrest. Attacks on bus and 
metro drivers (up by more than 50% over 
the past two years) prompted public-trans- 
port strikes in 18 big towns in November. 
Teachers have been protesting against the 
spread of pupil violence, now affecting half 
ofall secondary schools, according to a new 
Ministry of Education study. 

Lionel Jospin, the prime minister, has 
responded with a growing battery of anti- 
crime measures: à 35,000-man reinforce- 
ment of France's often overlapping and 
conflicting security forces; a review of the 
law on juvenile delinquency; a new plan, 
the third in three years, to counter school 
violence, including the hiring of 30,000 
young people to help teachers in the nine 
worst-affected areas; proposals to improve 
security on buses and metros, including the 
deployment of 1,000 young "mediators" 
on public transport in the greater Paris 
area. Further measures are expected to be 
announced after the meeting later this 
month of the government's newly created 
"committee on internal security". 

Yet the government still wavers. In 
France, no form of preventive detention is 
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available for offenders under the age of 16, 
except for the most serious crimes (rape, 
murder, armed robbery). In nine cases out 
of ten, the police complain, the result is that 
juvenile delinquents get released by the 
courts after a mere ticking-off. At first hos- 
tile to any change in the law protecting mi- 
nors, the justice minister, Elisabeth Guigou, 
has now decided that a temporary “isola- 
tion” of young hooligans from their home 
neighbourhoods might be a good thing. 
Meanwhile, the National Front rubs its 
hands in glee. 





Eastern Slavonia 


The Croatians 
are coming 


VUKOVAR 


UKOVAR, once a pretty town set where 

the Danube forms the border between 
Croatia and Serbia, was shelled and 
bombed to smithereens by Serbs in 1991. 
Those who live amid its rubble today are 
mainly Serbs, whose compatriots failed to 
carve out their own state on Croatian soil. 
And now the uw force protecting them is 
about to pull out. On January 15th, Croatia 
resumes control of Vukovar and the rest of 
Eastern Slavonia, gaining full sovereignty 
for the first time since it declared itself in- 
dependent of Yugoslavia in 1991. 

Understandably, the Serbs are nervous. 
By leaflet and telephone have come threats 
of reprisal—perhaps from Croatian nation- 
alists or from smugglers who want the UN 
troops to stay so that the border with Serbia 
will remain porous. Serbs fear also for their 
homes and livelihoods. Ljiljana Djuric, 
who sells cigarettes in Vukovar's market, ex- 
pects the trade to dry up and the flat she 
lives in to be reclaimed by its Croatian 
owner, himself a refugee now living else- 
where in Croatia. Soon, says Mrs Djuric, 
she, her unemployed husband and child 
will probably be on the street. 

Serbs who do not fancy their prospects 
in a Croatia still drunk with victory may 
leave. Eduardo Arboleda of the UN High 
Commissioner for Refugees reckons that 
15,000-20,000 of Eastern  Slavonia's 
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Tudjman, reconquering hero 


100,000-0dd Serbs have left in the past two 
years. Another 30,000 or so have hedged 
their bets by moving property to Serbia. 
The outsiders trying to keep ex-Yugosla- 
via at peace are anxious to see that the Serbs 
who remain are treated decently. Com- 
pared with the gargantuan task of restoring i 
peace in nearby Bosnia, civilising Eastern ae 
Slavonia looks simple. Unlike the West's 
amorphous operation in Bosnia, the UN M. 
force in Eastern Slavonia has been com- ms 
pact, well co-ordinated and muscular. Its ci- 73 
vilian and military wings have reported to 
a single commander (Jacques Klein, who 
has now moved to Bosnia). It has had the 





power to govern, a far stronger mandate FN 
than the West has in Bosnia. And in Croatia JG 
ithas had a more co-operative partner than aa 
Bosnia’s warring tribes. If Eastern Slavonia — — 


cannot be made safe for Serbs, the project — — 
of reuniting Bosnia looks doomed. EC 
The UN force has used its regency to — | 
forge agreements with Croatia to encour- M 
age the 60,000 Serbs native to Eastern Sla- 
vonia to stay. About 40% of public-sector É 
jobs have been reserved for Serbs; the Serb 0" 


community gets half-an-hour a day of tele- ie 
vision air time. After Serbs boycotted "A 
schools last autumn to protest against Cro- 
atia's curriculum, which teaches that Serbs E 


were aggressors in the war that followed Yu- 
goslavia’s collapse, the UN force brokered a 
deal to suspend the teaching of recent his- 
tory for five years. It persuaded Serbs to use 
Croatia's currency, the kuna, rather than Ti 
Yugoslavia’s dinar; a similar feat still p 
eludes western authorities in Bosnia. 1 
Before December, when the uN made rm 


the final decision to withdraw its troops, = 
Croatia's president, Franjo Tudjman, had  —— 

every incentive to make life tolerable for A 
Eastern Slavonia’s Serbs. But even Croatia’s ~ 


best behaviour has not been above re- 7a 
proach. "Basic agreements are being re- 
spected but in a very tight-lipped way," says 2 
one observer. *The atmosphere encourages ^; 
a feeling of insecurity without harassment.” TE 

And now that the UN troops are leav- Lr 
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ing? The Organisation for Security and Co- 
operation in Europe is sending 250 moni- 
tors, 100 to Eastern Slavonia alone, to 
encourage Croatia to treat its minorities 
well. In addition, 180 UN police monitors 
will remain in Eastern Slavonia, at Cro- 
atia’s request, to allay foreign suspicions 
that the local police will mistreat Serbs. But 
“there will be institutional or adminis- 
trative prejudice under the best of circum- 
stances,” admits Philip Arnold, the UN op- 
eration’s spokesman. If so, young Serbs will 
be tempted to leave; few young Croatians 
are likely to return to a region where unem- 
ployment is as high as 80% and where for- 
eign aid is a fraction of what flows into Bos- 
nia. Crumbling Vukovar may become a 
town of crumbling old Serbs. 





Lithuania 


Outsider in 


€€ T) ETIRED American bureaucrat 

eeks presidency of obscure ex-So- 
viet country. Previous experience includes 
partisan warfare, underground publishing, 
military intelligence work and guarding 
the purity of the Great Lakes." 

Valdas Adamkus, now 71, who spent 
most of his life fighting the Nazi and Soviet 
occupations of Lithuania before becoming 
an official in the United States' Environ- 
mental Protection Agency, got the job he 
wanted. His narrow victory in the presi- 
dential election on January 4th is good 
news for Lithuania, the least successful of 
the three Baltic states. But Mr Adamkus has 
only limited power to break Lithuania of its 
bad economic habits. 

Unlike Estonia, a front-runner to join 
the European Union, or Latvia, the Baltics' 
shipping and financial centre, Lithuania 


Adamkus smells victory 
46 


Star wars—the discount model 


| 
| 
MOSCOW 


| CROSS most of Europe, the post of 
| "military astrologer" died out with 
the Roman legions. But in Russia the 
armed forces still keep a respectful eye 
on the planetary forces—or so claimed 
Captain (First Class) Alexander Buzinov, 
_ who ina television interview on Decem- 
| ber 26th described his work as a “mili- 
| tary astrologer” for the defence ministry. 
| Speaking from a white-walled office 
| with not a star chart nor a crystal ball in 
| sight, Captain Buzinov said he and his 
| "secret institute" made quarterly fore- 
| casts of disasters, conflicts and political 
| developments. Such events were “causes 
and effects of the influence of planetary 
rhythms on the earth’s surface,” he ex- 
plained, and as such were susceptible to 
| “forecasts of an official nature". 
| Captain Buzinov claimed to have 
| predicted at least three senior sackings 
last year, together with various terrorist 
acts in the north Caucasus, the crash of 
an army transport plane in Siberia and 
the ups and downs of President Boris 
Yeltsin’s health. For the three months to 
come, he forecast a taking of hostages in 
Moscow and more ethnic conflict in the 
southern Russian republic of Dagestan. 
Ironically, these revelations seemed 
to take the Russian defence ministry by 
surprise. The ministry confirmed that 
Captain Buzinov was a bona fide naval 
officer, and that he did indeed work in a 


has attracted little foreign business interest. 
Its industry has been slow to change and 
corruption is rife. The public administra- 
tion is still plagued by Soviet-era thinking. 
Sticky-fingered, arrogant officials under- 
mine foreign (and local) confidence. Indus- 
try and finance need more reform than the 
crony-based system allows. NATO and the 
EU have given Lithuania poor marks for 
economic and military preparedness. 

Mr Adamkus is well qualified to charm 
these western clubs. Unlike his predecessor, 
Algirdas Brazauskas, a former Communist 
Party chief, he speaks English and German. 
Mr Brazauskas kow-towed to Russia out of 
Soviet habit. Mr Adamkus will look to 
Washington and Brussels. 

Burnishing  Lithuania's reputation 
abroad is the president's job. Mr Adamkus 
can do less about events at home on which 
the image ultimately depends. Responsibil- 
ity for domestic affairs lies with the prime 
minister, Gediminas Vagnorius, who has 
let corruption and cronyism flourish. In 
theory, Mr Adamkus can dismiss the gov- 
ernment; in practice he will have to be con- 
tent with controlling a few second-rank 





"secret institute", But it denied that he 
was, at least in terms of his official job 
description, an "astrologer". 

NTV, the television station responsi- 
ble, stood by its story—as well it might, 
given the honoured role that astrologers 
and other mystics have long played in 
Russian politics and government. Lenin 
and Stalin listened to them. Leonid 
Brezhnev doted on a faith healer called 
Dzhuna. Alexander Korzhakov, head of 
the Kremlin security service until 1996, 
used to collect astrologers' advice for Mr 
Yeltsin. So if the defence ministry wants 
to disown Captain Buzinov, other pa- 
trons will doubtless snap him up. His 
material was already in demand from 
"certain political circles", he said coyly. 


ministries, such as culture and education. 
Mr Vagnorius endorsed Mr Adamkus be- 
fore the election, prompting speculation 
that the two men had agreed on a political 
truce. Besides, Mr Adamkus would need 
parliamentary support to change impor- 
tant officials, like the interior minister, and 
that he is unlikely to get. Much of Lithua- 
nia's establishment—which bears a more 
than passing resemblance to the Soviet-era 
nomenklatura—backed his rival, Arturas 
Paulauskas, who is demanding a recount of 
the votes. Mr Adamkus, by contrast, lacks a 
local political base. 

Nevertheless, his victory was quite an 
achievement. He fought a lawsuit to get on 
the ballot and managed to overcome at 
least some Lithuanians' suspicions of their 
compatriots abroad, whom they regard as 
arrogant and out of touch. The message of 
his tireless campaign was that Lithuania 
cannot prosper without reform. That argu- 
ment—and the hope that Mr Adamkus will 
lead Lithuania westward—convinced the 
electorate, just. If Lithuania is to change, 
though, he must convert the establishment. 
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When you earn 
a CFA charter, 
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| the traumas of ratifying the Maas- 





Santer's n 


i : Rr many Britons will have recognised the face or even the 


name of Jacques Santer, who met Tony Blair in London 
this week to discuss Britain's six-month stint as president of the 
European Union? Precious few—and the same would be true in 


mission, the EU's executive arm, for three years. His predecessor, | 
Jacques Delors, was nct only well known by name, he had noto- 
riety (remember “Up Yours, Delors”, a headline that appeared in 
the British tabloid newspaper, the Sun?) 

Mr Santer, it seems, is destined to be the unknown president. 
This is only partly his fault. The circumstances of his selection in 


1994 were unpropitious. It was the turn ofthe Benelux countries - 


to fill the post. Germany's Helmut Kohl re- 
fused to countenance Ruud Lubbers, the - 
Dutch prime minister, and Britain’s 
John Major vetoed the Franco-Ger- 
man choice of Jean-Luc Dehaene, the 
Belgian prime minister. By default, 
the job fell to Mr Santer, then Luxem- 
bourg’s prime minister, who did not 
really want the job... 

Most national governments also 











ibe his approach. By 1995, after 


tricht treaty, the time for grand new 
Euro-visions was over. The need was 
for consolidation, not new adven- 
tures. The main agenda for the San- 
ter commission was to realise his 
predecessor's visions--to deliver the 
single currency and to launch the 
Union's Sp to the east. 
Barring last-minute hitches, both 
projects are on course, Yet Mr San- 
ter's own contribution to them has 
been small. The single currency, 
dreamt up by Mr Delors and now called the euro, tél since been 


pushed mainly by i the French and Germans. That it now looks - 


like arriving on time is largely thanks to the fluke of revived eco- 
nomic growth across i id As for expansion, the commis- 
sion's “Agenda 2000" proposals last July may have set the tone, 
but they were mostly the work of commission officials who ig- 
nored Mr Santer’s advice. He tried, but failed, to limit the first 
new members to three candidates—-Poland, Hungary and the 
Czech Republi ic. 

The fact is that Mr Santer, a ell likeable chap with a pen- 


-chant for good living, is a political lightweight—in many ways 





too nice f or the job.. His fellow commissioners have little fear of 
him. In the lions’ ‘den of European summits, he is the one with- 
out the teeth. Heads of government can overlook him because, as 


| | one of his advisers gloomily says, “he doesn't bite.” 


Does it matter? Many national governments think not—in- 
dines Mr it Santer for his ero A DUM AE 


issing teeth 


the interests of smaller countries, a role that may become more 4 
important if bigger countries’ voting weights are increased. 

Even those who quail at the idea ofa United States of Europe : 
might yearn for a stronger hand than Mr Santer's. He contrib- - 
uted little to the last-minute horse-trading over the Amsterdam . 
 treaty—the successor to Maastricht—last June. And in the two. 
- biggest recent rows over the euro—the dispute between France- 
-and Germany over the stability pact to constrain borrowing by 
| prospective euro members, and Britain's objections to the cre- . 


all other European countries bar Mr Santers native Luxem- - 
bourg. Yet Mr Santer has been president of the European Com- _ 






ation ofa euro-x club of single-currency countries—the commis- 
sion failed to play its accustomed role of honest broker. The 
Maastricht treaty restricted the commission's role in foreign pol- 


. icyand injusticeand home affairs. But you only have to read this 
week's headlines about Algeria and Kurdish refugees to wonder ` 


whether a more assertive president might not add authority to 
Europe's feeble voice abroad. 


marred Mr Delors's tenure. Yet there 
will be remembered by history. 

gq  Thisraises the next big question: 
ae whowill come after Mr Santer? Euro- 


E -successor in 18 months’ time. And, 
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Mr Santer. 


thought to be reluctant to move to Brussels. Anyway, conven- 
tional wisdom can be overturned. France is surely ineligible af- 
ter Mr Delors's ten-year stint. If there were a strong German can- 
didate, he or she might get the job; but, for now, there is not. 

Inside the present commission, Italys Mario Monti (the 
singe-market commissioner) and Belgium's Karel Van Miert 
(competition) are both said to be interested, but no president 


since 1973 has been appointed from within the existing college. © 
A stronger outside candidate might be Ireland's Peter Suther- ` 
land, a former commissioner and director of the GATT who | 
wanted the job in 1994. A more original choice would be British: 
not Neil Kinnock, now the EU's transport commissioner but too .. 
old-Labour for Tony Blairs taste. But what about Kenneth - 

Clarke, former Tory chancellor and the leading europhile in Mr - 


Major's government? He is said to covet the job, and appointing 


a British president would be one way to reassure single-currency 





“outs” that they still have a piace in me EU. Let the bettirig] De 


This is not to say that Mr Santer's 
commission will go down as a fail- 
ure. His biggest tests are still to come. - 

. They include not just the launch of © 
the single currency but also the agri- . 
culture and regional-aid reforms put . 

-forward in Agenda 2000. The com- - 
mission's management and finan- . 
-cial discipline have improved. There . 
has been less of the in-fighting that- 


is no doubt which of the two Jacques - 


"pean governments will choose his 


Do NEA zi Conventional wisdom hasi it that 
-5 in DOE Nu dE it is the turn of a big country, and. 

zz E . also of the political left. The man . 
aie most Beil fits that bill is Felipe Gonzalez, Spain's for- - 
mer prime minister, who was favoured by Helmut Kohl last time 
around. But Mr Gonzalez turned down the job then and is 





^ with the single currency presumably — 
. in place by then and talks with pro- . 
| spective new members under way, - 
- the commission will need a presi-. 
d dent with more p political clout than ` 
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The Tai Mahal Hotel, Bombas old world elegance with modern style 


“The Taj Group offers you more and varied ways to enjoy the wonders of India than any other 
hotel group, quite simply, because we are larger than all the rest. TAJ LUXURY HOTELS: 
eight international grand luxe hotels, in all major cities, led by the legendary Taj Mahal 
Hotel, Bombay. TA] RESIDENCY HOTELS: at aides business hotels located in the heart 
of India’s key commercial centres. 
TA] LEISURE HOTELS: idyllic Beach 
Resorts, the majesty of genuine Palaces, 
intimate Garden Retreats in beautiful, natural 


surroundings and delightful Cultural Centre 





Hotels in places with historic attractions.” 


Lake Palace, Lilaipur: unimagimably opulent, uniquely manquil 


TAJ LUXURY HOTELS: The Taj Maha! Hotel, Bombay; The Taj Mahal Hotel, New Delhi; Taj Palace Hotel, New Delhi; 
Taj Bengal, Calcutta; The Taj West End, Bangalore; Taj Coromandel, Madras; The Taj Mahal Hotel, Lucknow; Taj Samudra, Colombo. 


TA] RESIDENCY HOTELS: Taj Residency, Bangalore; Taj Residency, Hyderabad; Taj Residency, Visakhapatnam; 
Taj Residency, Aurangabad; Taj Residency, Ernakulam; Taj Residency, Indore; Taj Residency, Nashik; Taj Residency, Calicut. 


TA] PALACE HOTELS: Rambagh Palace, Jaipur; Jai Mahal Palace, Jaipur; Lake Palace, Udaipur. 


TA] RE SORT HOTELS: The Aguada Hermitage, Goa; Fort Aguada Beach Resort, Goa; Taj Holiday Village, Goa; 
Fisherman’s Cove, Madras; Taj Lagoon Resort, Maldives. 


TA] GARDEN RETREATS: Taj Garden Retreat, Madurai; Taj Garden Retreat, Coonoor; Taj Garden Retreat, Kumarakom; 
Taj Garden Retreat, Varkala. 


TA] CULTURAL CENTRE HOTELS: Taj-View Hotel, Agra; Taj Ganges, Benares; Hotel Chandela, Khajuraho; 
Hotel de L'Annapurna, Kathmandu; Taj Malabar, Cochin. 
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A colourful directory of the Hotels is available. Please fax your request to (91-22) 283-7272 quoting “TAJECONOMIST” 

















TRAVEL AND TOURISM 


Home and away 


ONDAY morning in Miami. Two thousand 
passengers are filing off the MS Ecstasy, a 
70,000-tonne Carnival Cruise Line ship that towers 
13 storeys above the quay. Later in the day the next 
2,000 will pile aboard, to make way four days later 
for another 2,000, who in turn will swap with a fur- 
ther 2,000 the following Monday. Where are they 
sailing? Wrong question: look at the passengers’ T- 
shirts, baseball hats and pink plastic souvenir cock- 
tail goblets. Unlike the bags of yesteryear’s cruise 
passengers, which were covered in labels advertis- 
ing cities and hotels they had visited, these passen- 
gers’ logos just say "The Fun Ship”. This ship is nota 
way to travel: it is the destination. 


Going everywhere, going nowhere 

Cruising is just one fast-growing segment of a fast- 
growing industry. In 1996 travellers took some 
595m trips abroad, says the World Tourism Orga- 
nisation. That was 5.5% more than the year before 
and 77% more than ten years earlier. The organisa- 
tion predicts that by 2010 the number will reach 
937m. When you get down to detail, though, the sta- 
tistics become tricky. Does a convention in Las Ve- 
gas followed by a weekend at the slots count as work 
or pleasure? Do Parisians who catch the Eurostar to 
go all-night clubbing in London's Brixton count as 
overnight guests, even though their heads never 
meet a pillow? 

Calculating tourism's economic impact is even 
harder. The one thing everybody can agree on is 
that it is huge. According to Euromonitor, a consul- 
tancy, average tourist spending in 1996 was $559 a 
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head. That figure is expected to grow by 8% a year 
until 2000, slightly faster than in the past few years. 
But the economic effects go far beyond direct re- 
ceipts. The World Travel and Tourism Council, an 
industry lobby group, calculates figures that take in 
not only direct spending but all the knock-on ef- 
fects as well, using what it calls a "satellite account- 
ing system" (see chart 1, next page). The system tries 
to separate out the cups of coffee drunk by tourists 
from those sipped by Parisians, and allows for jobs 
generated by tourism in other sectors. Allowing for 
all these indirect effects, the council puts the total 
economic value of goods and services attributable 
to tourism in 1996 at $3.6 trillion, or 10.6% of gross 
global product. It estimates that tourism sustains 
more than one in ten jobs around the world, pro- 
viding work for 255m people, and could create an- 
other 130m places by 2006. 

With such numbers, the counci! hopes to per- 
suade governments that spending money on tour- 
ism—and particularly on infrastructure that makes 
it easier for people to move about—is a good invest- 
ment. Some countries are already persuaded. Can- 
ada, which introduced a tourism satellite account 
in 1994, increased its spending on tourism nine- 
fold between that year and 1997, to C$130m 
($200m). Receipts from tourism over the same pe- 
riod rose by about a quarter, to over C$12 billion. 
Even Iraq has pitched itself as a vacation spot with 
the slogan, "From Nebuchadnezzar to Saddam 
Hussein, 2,400 years of peace and prosperity". Not 
that tourists need much encouragement. The Ant- 
arctic last year received 15,000 holidaymakers, five 





Travel and 
tourism is the 
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in the world. Its 
potential for 
making a mess of 
things is equally 
large. But it is 
working hard to 
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Where would we be without it? 


Travel and tourism’s global economic impact, 1996 est, $bn 


Consumer 


spending 


2.063.0 


^ 

















accounts 


Wages & salaries 


1,704.1 


Employment 


254.9 


Capital 


investment 
765.0 





Government Business 


spending 


spending 


104.1 419.5 





Gros: 


product Seeeeeeeeeeeeeneee output 


1.1543 35/29 


Operating surplus, 
depreciation & subsidies 


1,106.0 


Corporate income 


times as many as in 1991. And for something com- 
pletely different, you could try “The World's Most 
Dangerous Places” by Robert Young Pelton, a grue- 
some guide on how to insinuate yourself into war 
zones, famine regions and other hell-holes. 


Beam me down 


The growth of tourism is due both to social factors 
that boost demand and to technology that makes 
the travel possible. Demand for tourism is deter- 
mined mainly by wealth. Growing wealth will con- 
tinue to produce new tourists as vast numbers of 
people in developing countries join the middle 
classes. Travel agents, along with every other kind of 
retailer, lick their lips at the thought of India’s grow- 
ing middle class and China’s one billion keen con- 
sumers. But Latin America and Eastern Europe are 
coming aboard too. Tourism thrives wherever poli- 
tics allows it, and politics has recently caused many 
barriers to fall. One of the fastest-growing destina- 
tions of the past few years has been South Africa, 
which in 1996 had 6.5m visitors, well over three 
times as many as in 1990. In Europe and America, 
where most of the world’s tourists come from, num- 
bers will not rise much further in the next few de- 
cades because of demography; but many of the trav- 
ellers will be retired and therefore have more time 
on their hands. This will influence the kind of tour- 
ism in demand: fewer skiing holidays, more walk- 
ing trips and art tours. 

The technology that sustains mass tourism is the 
jet plane. Air travel has opened up the world. In 
1970, when Pan Am flew the first Boeing 747 from 
New York to London, scheduled planes carried 
307m passengers. Twenty-five years later the figure 
had risen to 1.15 billion. Cheaper and more efficient 
transport has been behind the development of 
tourism from the beginning. The first package tours, 
trips from Leicester to attend temperance meetings 
in Loughborough 19 kilometres away, were ar- 
ranged in 1841 by Thomas Cook, an entrepreneur 
whose company subsequently became one of the 
world’s largest tour operators. In his day, it was the 
newly laid railway network that allowed his tours 


to get going. 


The business of providing beds for travellers has 
also matured. Hotels, once independent busi- 
nesses, are increasingly banding together to ensure 
consistent standards anywhere in the world. These 
chains, like airlines, use computer reservation sys- 
tems that compile information about their custom- 
ers which is used as a database for direct marketing. 

Information technology is also transforming 
the way tourism is sold. Travel agents find cheap 
tickets and package tours on their computer 
screens. Increasingly, their customers are also using 
the screen. Airlines, which are putting the squeeze 
on the commission they pay travel agents for selling 
their tickets, are keen to encourage this direct ap- 
proach. That leaves travel agents with a choice. Ei- 
ther they become expert consultants advising cli- 
ents on tailor-made trips, or they turn themselves 
into skilful mass retailers, not unlike supermarkets. 

Despite all the innovations, getting from A to B 
can still be a sweat. Go to work after a short night on 
an eastbound flight from America to Europe 
squeezed into an economy airline seat, and you 
may feel you never want to do it again. But a lot of 
the obstacles in the way of smooth travel are put 
there by governments: despite liberalisation, for ex- 
ample, flying across Europe is still complicated by 
individual countries’ insistence on maintaining in- 
dependent control of their airspace. Despite the cre- 
ation of Eurocontrol, meant to regulate air traffic 
across Europe in the same seamless way that the 
Federal Aviation Authority does in America, Eu- 
rope's airspace remains riven with invisible bound- 
aries. Overcrowded airports slow things down too, 
both on the tarmac and in the terminal. Customs 
and passport control add to the tedium of passing 
through airports. Politics permitting, technology 
should in due course smooth tourists’ paths here 
too. Recognition systems and smart cards should al- 
low border controls to be automated. 

Tourism, more than many other industries, is 
vulnerable to external shocks. As a big-ticket dis- 
cretionary purchase, it suffers when times are 
hard—although the western recession at the start of 
the 1990s merely slowed down its overall growth, 
rather than bringing it to a halt. Such general haz- 
ards apart, particular places are often exposed to 
risks of their own. A hurricane can extinguish tour- 
ism in a Caribbean island. The attacks on German 
and British tourists in Miami in 1992 and 1993 put 
off many foreign visitors to Florida. And the delib- 








Go forth and spend 
Tourist spending, $bn 











erate slaughter by extremists of scores of tourists at 
Luxor last November scuppered Egypt’s hopes of 
promoting itself as a tourist destination. 

Despite all this, the tourist industry has grown 
up. One sign of this is its new assertiveness. For a 
long time it was disparate and fragmented, but 
with maturity has come a sense of professional 
identity. It has formed lobby groups such as the 
World Travel and Tourism Council, which includes 
airlines, hotel chains and travel agents among its 
members and concentrates on making the case for 
tourism’s economic value to the host countries. 


One of life’s little luxuries 


Travel is a necessary part of business for some peo- 
ple, and a pleasure for many more. It can be luxuri- 
ous, but in the rich world travel for pleasure is no 
more of a luxury than owning a television. A week’s 
holiday and a colour television cost about the same, 
and they both jostle for a share of consumers’ spare 
cash. “Our competition is Las Vegas, Disney World, 
cars, jewellery ...” says Bob Dickinson, president of 
Carnival Cruise Lines. A holiday is a consumer 
product, which has increased in quality, value and 
variety as the system that delivers it has become 
more efficient. Like the entertainment industry, 
tourism sells an experience, a way for people to en- 
joy their free time. The difference is that the enter- 
tainment industry delivers an experience to its cus- 
tomers, whereas the travel industry delivers its 
customers to an experience. 

Airlines, hotels, travel agents and tour operators 
all work hard at establishing their brands so that 
customers will learn to associate them with a pleas- 
ant experience. Even more important, says David 
Newkirk of Booz, Allen & Hamilton, a consultancy, 
is the battle between destinations. Now that easy air 
travel has made many of them equally accessible, 
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Tourist arrivals 


they compete fiercely, offering ever more enticing 
packages. But winning tourists can put great strain 
on host countries’ resources, which in recent years 
has prompted a debate on “sustainable tourism”. 

The most inventive solution is to shed history 
and the natural environment altogether and create 
destinations from scratch. That allows them to be 
purpose-built to make tourists happy. Theme parks 
and other artificial destinations are the Hollywood 
blockbusters of the tourism industry; but like their 
antecedents in the entertainment industry, they 
face sustainability problems of their own. The cost 
of topping the previous sensation to persuade tour- 
ists to keep coming back keeps going up. Can this go 
on, or will the thrills provided by theme parks be 
reproduced closer to home in increasingly sophisti- 
cated local virtual-reality malls? The answer will de- 
pend both on technology and on what tourists 
themselves decide that tourism is for. 





Flying visits 


OTHING has changed tourism more than 
cheap air travel. Twenty-four hours on your 
backside will get you to the other side of the world. 
Your great-grandmother would have taken two 
months on a steamer for the same journey, and 
would have quite likely been emigrating anyway. 
Airline travel has grown rapidly (see chart 4), and 
seems likely to go on doing so. Boeing, which makes 
most of the world’s passenger planes, expects an av- 
erage increase of 4.9% a year for the next 20 years. 
And, at least sometimes, there is money in it: in 
1996 IATA airlines made record net profits of $5 bil- 
lion worldwide, giving them their second good year 
in a row. 


Business before nation 

The industry's profitability may seem surprising, 
because aviation has become steadily more com- 
petitive. America liberalised its market two decades 
ago; now Europe is in the process of doing the same. 
Governments' willingness to bail out national flag- 
carriers "one last time" is wearing thin. A few large 
airlines are setting themselves up as global carriers; 
British Airways (BA) for example, dramatically 


wiped the Union Jacks from its tailplanes and re- 
placed them with a multitude of international pat- 
terns. A number of airlines are trying to form global 
alliances, such as Star, a collaboration between 
United, Lufthansa and others, or BA's proposed 
pact with American. The hope is to reap economies 
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Fly me and my friends 
Airline alliances by passenger-km, bn, 1996 
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of scale. Servicing and training can be shared; cater- 
ing costs drop; landing slots can be used more effi- 
ciently. Most important, by linking their reserva- 
tion systems and their frequent-flier programmes, 
the airlines learn more about their customers, 
which enables them to target those rich frequent 
travellers that every airline covets. 

In America, deregulation not only forced exist- 
ing airlines into fiercer competition but also 
spawned a new breed of *no-frills" airline. The star 
among these newcomers is Southwestern Airlines, 
which started out shuttling Texans around the re- 





The downside of mass air travel 


gion and has since expanded to cover almost the 
whole country. Instead of tickets, it issues boarding 
cards, cutting out the tedium of the check-in queue; 
it serves no food or drink; and its planes are turned 
around on the runway and quickly sent back aloft, 
cramming as many flights into the day as possible. 

In Europe, where last April the skies above the 
EU were declared open to anyone who could find a 
landing slot, cheap airlines are beginning to 
emerge just as they did in America 20 years ago. 
These lines concentrate on heavily travelled short 
routes and fly from smaller airports. EasyJet, for ex- 
ample, uses Luton, an airport a little further away 
from London than Heathrow. The airline sells its 
tickets direct over the telephone, cutting out the 
travel agents' commission, and offers frugal service 
at low prices. 

As yet, not all is plain flying for the no-frills air- 
lines. Competing national traffic-control systems 
that order planes around in different languages 
make it an effort to find a clear path for an aero- 
plane. For flights into Athens, operators have to tele- 
phone ahead to confirm their landing slot. And 
commercial success is by no means guaranteed. 
Southwestern's profitability, driven by relentless 
cost-cutting, remains an exception even in America. 
Of the new airlines that sprang up after the first 
flush of deregulation, as many died as survived. No- 
frills operators fly under half the internal routes in 
America. Indeed, the market has become more con- 
centrated: by 1990 the top three airlines in America 
were doing 60% of domestic business, compared 
with 30% before deregulation. In Europe, deregula- 
tion is still mostly limited to flights from the British 
Isles. The most promising contenders among the 
cheap airlines, RyanAir, Debonair and easyjet, are 
all based in either Britain or Ireland, as will be the 
no-frills airline which BA announced in November. 


Battle for the big spenders 


All this low-cost flying has been a boon to many 
would-be jet-setters. But there are other kinds of cus- 
tomers who are not particularly interested in a 
cheap-and-cheerful service: business travellers. 
They often decide to take a trip at the last minute, 
have no time to spare, and want to be made com- 
fortable before, during and after their flight. AI- 
though they fill only a fifth of the seats on scheduled 
flights, they provide half the revenue. It is those 
business travellers who keep full-service airlines go- 
ing, and they are milked for all they are worth. On 
some routes, they may be charged up to five times as 
much as another passenger on the same plane trav- 
elling in an economy seat. Thanks to computer 
modelling, airlines can predict with great accuracy 
how much demand there will be for full-fare seats 
on a particular plane, leaving just enough seats un- 
sold to allow for those last-minute business travel- 
lers who can be asked to pay through the nose. 
"Yield management" of this sort, based on an equa- 
tion patented by Bell Laboratories in 1988, helped 
American airlines to increase their load factor from 
64% in 1990 to 70% in 1997. 

In 1997, American business fares rose by over 
30%. Many firms whose employees do a lot of trav- 
elling take exception to such increases, and try to 
fight back in various ways: by using no-frills airlines 
wherever possible, by lobbying in Washington for 
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more slots for start-ups at the busiest airports, and 
sometimes by avoiding travel altogether and using 
video-conferencing instead. 

Airlines’ efforts to identify and retain the lucra- 
tive frequent travellers move in cycles. Frequent- 
flier points started out as a way to buy loyalty, but as 
they became ubiquitous these costly bribes lost 
some of their effect. Virgin Atlantic took the battle 
for the skies to the ground when it realised that 
quite a large share of its passengers’ total travelling 
time was spent not in the air but moving between 
home and airport and waiting to board the plane. It 
upgraded its lounges at Heathrow and offered to 
collect its business-class passengers from their 
homes. Others swiftly followed. Now the emphasis 
is shifting back to service in the air. United is run- 
ning a campaign boasting about its comfortable 
seats and the way it trains its staff to empathise with 
the passengers. 

The real winners in the contest between compa- 
nies and airlines have been leisure travellers, whose 
fares declined even as business fares were rising. 
David Guillebaud of Arthur D. Little, a consultancy, 
says that to these travellers price is more important 
than comfort or convenience: they shop for seats as 
a commodity. Hedlong Rapid Travel, another con- 
sultancy, aims to set up a computerised futures 
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market in airline seats that works much like mar- 
kets in pork bellies or coffee. This will help airlines 
to control the risks inherent in their business, and 
make it easier for tour packagers to bundle together 
cheap flights with accommodatior. 

Some of the innovations pioneered by the no- 
frills operators are spreading to better-heeled sec- 
tions of the market. Lufthansa has introduced 
ticketless travel in Europe, United in America. Sin- 
gapore Airlines lets passengers flying to Kuala Lum- 
pur and Penang book by credit card and use the 
card to pick up their boarding pass from a machine 
at the airport. 

BA is experimenting with new technology in an 
effort to cut delays at London's Gatwick airport. De- 
lays at the larger British airports are getting worse. 
According to Britain's Civil Aviation Authority, the 
proportion of flights leaving on time (which in air- 
port-speak means up to 15 minutes .ate)in 1996 was 
74%, against 80% the year before. It takes just one 
late passenger for the plane to lose its place in the 
take-off queue, and have to wait a long time for an- 
other. In an experimental collaboration with Phil- 
ips, an electronics company, BA checks in its pas- 
sengers for Gatwick at Victoria Station in central 
London. It issues them with an electronic tag that 
can be detected by radio once the passenger passes 
through security, so he can be summoned to his 
flight if he tarries—as many apparently do. Ryanair, 
a no-frills airline based in Dublin, achieved the 
same objective more cheaply by seating passengers 
on a first-come, first-served basis. Late arrivals virtu- 
ally ceased. The World Travel and Tourism Council 
is looking at technology such as electronic face-rec- 
ognition that might replace scrutiny by officials at 
border-control points. 

Although the long-term trend in air travel is up- 
wards, the business remains highly cyclical. During 
the industry's most recent slump, in the early 19905, 
the IATA airlines lost a combined total of $8 billion. 
When the next squeeze comes, as :t surely will, it 
will bring another crop of collapses and mergers. 
That will be painful for the employees and share- 
holders concerned, but for everybody else it is likely 
to produce an even more efficient svstem for roam- 
ing the globe. 





Rest assured 


€€6 T OCATION, location, location", ran the old 
formula for success in the hotel business. 

Get that right, and the rest hardly mattered. No 
longer. Today's customers, having chosen where 
they are going, also want to know who will look af- 
ter them when they get there. Three-quarters of busi- 
ness travellers and two-thirds of leisure travellers 
claim to be brand-conscious when choosing their 
hotel, according to a joint study in 1996 by Arthur 
Andersen, a consultancy, and New York University. 
Brands are valued because they help answer an- 
other question that becomes more important as the 
choice widens: what will it be like when I get there? 
For their part, hoteliers, who used to consider 
themselves as a branch of the property business, 
now like to present themselves as service compa- 


nies. Marriott, an American hotel firm, in 1993 
hived offits ownership and management arms into 
two separate companies. Jean-Marc Espalioux, in 
his first year as chairman of Accor, a French travel- 
services group that runs hotel chains such as 
Novotel and Sofitel, has started to dispose of some 
of the firm's property holdings because he believes 
that its strength lies in its service expertise. Accor 
not only manages hotels, it also owns the second- 
largest business-travel agency in the world and the 
world's largest service-voucher business. It also 
jointly owns Europcar, the number-two car-hire 
firm in Europe. Mr Espalioux believes that its four 
main businesses share many of their customers, 
and that as Accor's computer expertise grows, the 
firm will be able to cross-market more effectively. 
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All the better to serve you 
Top ten recent hotel mergers/acquisitions 
fbn 


Starwood/ITT Sheraton 8.23 
Granada/Forte — | 3.62 
Promus/Doubletree — .— 2.90 
Marriott/Renaissance 1,00 


Starwood/Westin 0.99 
Doubletree/Red Lion 0.64 
Holiday Inr/Bristol Hotel 0.39 
ITT SheratorvCiga — 0.36 
Patriot/Carnival Hotels 0.30 
Forte/Ciga x 0.27 
Source Arthur Andersen 


In America, similar reasoning has persuaded a 
prominent hotel firm, urs (formerly Hospitality 
Franchise Services), to merge with CUC, another ser- 
vice company. Like Accor, HFS owns a number of 
hotel chains, including Ramada Inns, Howard 
Johnson and Travelodge, while cuc runs over 60 
consumer clubs that, for an annual fee, offer their 
members cheaper access to products and services, 
from discount warehouses to films. Hrs differs 
from Accor, however, in being a franchiser of its ho- 
tel brands rather than an operator. That makes it 
harder for the firm to enforce its standards. 

Branding is well established in America, where 
three-quarters of all hotels are part of a chain. In the 
rest of the world the proportion is less than a quar- 
ter, although that figure will be lifted by the frenzied 
round of mergers and acquisitions the industry is 
currently engaged in. In the first nine months of 
1997, mergers and acquisitions worth $4.5 billion 
were completed, with a further $20 billion-worth 
under discussion in the last quarter, according to 
Arthur Andersen (see table 7). The contest between 
Hilton and Starwood Lodging to buy the Sheraton 
chain from rrr caught the most attention, but a 
number of deals were struck at every level from mo- 
tels to luxury hotels. 

For an explanation of this urge to merge, look 
first to the state of the economy. In times of steady 
growth, low inflation and a hot stockmarket, merg- 
ers and acquisitions proliferate in all sectors. The 





Home from home in Tashkent 


hotel industry, which is notoriously cyclical, is par- 
ticularly susceptible to such peaks and troughs. It 
slumped badly in the early 1990s after extensive 
over-building during the 1980s boom (15 of Ameri- 
ca's large hotel chains today did not exist in 1980). 
Mergers tidied up the wreckage. 

But a more important reason for all this activity 
lies within the industry itself, says Alex Kyriakides 
of Arthur Andersen. Economics, technology and lo- 
gistics are making size in the hotel business ever 
more important. Linking chains of hotels together 
promises big economies of scale. *Take two hotels 
standing side by side in Mayfair, with rooms at the 
same price, offering the same level of service. One is 
flagged, the other stands alone. The one that's part 
of a chain will win, every time,” says J.T. Kuhlman, 
the boss of Inter-Continental Hotels and Resorts. 

The more rooms you have, the lower the cost per 
room of supplies—from furniture and bedding to 
the little mints to put on guests' pillows, to say noth- 
ing of the expensive technologies demanded by 
travellers who want to be able to plug in their com- 
puters in their rooms. Training also becomes more 
efficient when spread across a large workforce. 
Accor, for example, has its own training institute, 
which is so well regarded that it is used by other 
companies as well. Some 10% of the institute's grad- 
uates work for firms other than Accor. 


Just for you 


The computers and communications systems used 
for reservations and billing also become more use- 
fulasthey get bigger. With a sophisticated computer 
reservation system (CRS), hotel companies can track 
their customers' spending over time in different ho- 
tels. Once they start doing this, the companies be- 
come less concerned with the value of their proper- 
ties and more interested in the value over time of 
their regular customers. Frequent visitors are worth 
cultivating, by setting up a room the way they like it, 
by offering discounts, or by suggesting holiday 
breaks away from home. At the moment the meth- 
ods used to differentiate between customers are far 
from subtle. For example, Japanese visitors to Lon- 
don's more expensive hotels will generally be 
charged a high room rate because they are known to 
take little other than bed and breakfast, whereas 
tourists from the Middle East may get a lower rate 
because they often run up large bills for room ser- 
vice and telephone calls. Systems capable of captur- 
ing and processing such data are expensive, but the 
rewards can be handsome. 

Given scale and a solid brand, firms can expand 
more easily into related businesses and start sub- 
branding. The same person may on different occa- 
sions stay in the heart of a foreign city on business, 
stop overnight on the road to a meeting, or spend a 
weekend in the sun with his family. Hotel chains 
are now creating different sub-brands to cater to 
customers' different needs at different times. One 
such innovation has been the “extended-stay” ho- 
tels, designed for people who may need to live away 
from home on business for weeks on end. Marriott 
International, best known for its full-service busi- 
ness hotels, has launched a mid-price extended-stay 
hotel chain called TownePlace Suites in various 
American states. And in Budapest it has opened the 
first of a string of five-star long-stay hotels called 










. Marriott Executive Residences. 

Time-share resorts have been another hot ticket 
for American hotel chains. This business was no- 
toriously crooked in its early days, when fast-talking 
_ salesmen sold off shoddy condominiums that de- 
_ velopers had got stuck with after the collapse of the 
Florida property market in the 1970s. The cowboys 





have been ousted ghter regulation, including 
the introduction o compulsory cooling-off pe- 
riod, and chains such as Marriott see an opportu- 
nity to use their hame to reassure customers. 
According to Bill Shaw, Marriott's president, the 
time-share business draws on his company's famil- 











_iarskills of managing accommodation, and helps it 
| fill its hotel rooms by offering its time-share cus- 
` tomers deals to swap some of their holiday allow- 


ance for weekend stays in Marriott hotels. 
Not everyone wants to be part ofa chain. Small 


. Luxury Hotels of the World is a club of high-grade 





Vanishing breed? 


"TRAVEL agents are having a hard time. Tradi- 
tionally they have made their money by taking a 





cut of what airlines, hotels and car-hire firms charge 


for their products. But that source of revenue is dry- 
ing up fast. American airlines have already cut back 
the commission they pay to travel agents twice in 
the past two years, from 10% to 8%. The most recent 
cut, in November 1997, elicited squeals from 
agents, who claimed they were being driven to the 
wall. The number of travel agents in America is al- 
ready on a distinct downward trend. Quite right 
too, says Addison Schonland of cic, a consultancy 
in San Diego: if they want to call themselves a pro- 
fession, travel agents should start acting | like one by 


providing clients with expert service and charging 
- fees for it. 


Too many agents today, by collecting a toll on 
transactions that may soon be conducted electroni- 
cally, leave themselves vulnerable to the fate of 
high-street bank tellers whose jobs have been taken 
over by cash machines and telephonists. The on- 


|. line competition is up and running. For example, 
- Microsoft's travel Web site, Expedia, which has 


been going for less than two years, already does $2m 


of business a week. Independent Travel Network, 


Travelocity and Preview Travel are neck-and-neck 
with it. Jupiter Communications, an Internet con- 
sultancy, predicts that ticket sales through the Inter- 
net will be worth $8.9 billion in 2002, compared 
with just $800m in 1997. 


The human touch 


Travel is an unusual purchase in that the customer 
pays up some time before he takes delivery. Travel 
sales therefore depend heavily on the supply of in- 
formation. And it is often information of an emo- 
tional sort, because holidays are still the stuff of 
imagination and dreams. Advice of this kind is 
hard to automate. There is no reason why it should 
not be delivered electronically, but it needs to be 
tailored to the individual. Just as there is a continu- 
ing role for full-service stockbrokers, despite the ad- 
vance of execution-only on-line brokers, so there 





private hotels that share the expense of a central res- 
ervation system and a joint marketing programme. 
Even would-be global hotel chains acknowledge 
that their business, more than many others, needs 
to be sensitive to local tastes. In Japan, for example, 
a hotel room without a tea set would be unthink- 
able. But different chains have different policies. In- 
ter-Continental strives for a distinctive local style in 
all its hotels, whereas Marriotts are much more 
alike the world over. What matters is that both these 
firms guarantee that, wherever in the world you 
check in, you will get the same standard of service. 
For the traveller, that makes the world a less 
daunting place. An oil executive doing a deal in Uz- 
bekistan can now lay his head to rest in the Inter- 
Continental Tashkent, which opened in early 1997. 
Given efficient travel and a clean bec, the next ques- 


tion for travellers is what to do when they get to 


their destination. 





will continue to be a place for human travel agents. 

A few travel agents, mostly at the top end of the 
business, already charge fees for providing this sort 
of expert advice. One example is Bill Fischer, a New 
York consultant whose unlisted telephone number 
is passed around by weary top managers and fa- 
tigued rock stars in need of a spot of marlin fishing 
off Zanzibar. Mr Fischers skill is supplying insider 
information. The challenge for travel agents with 
less exalted clients will be to demonstrate expertise 
at winkling out information that people will be 
ready to pay for. 

The most vulnerable travel agents are, at one 
end of the spectrum, the neighbourhood stores 
whose owners are in it for the perks rather than the 
profit and, at the other end, the big firms that serve 
corporate clients. Such clients are not after ro- 
mance, just efficiency. They are receptive targets for 
direct approaches by travel suppliers who can offer 
discounted rates by cutting out the middleman. Big 
corporate travel agencies try to thwart this by pass- 
ing on some of their commission as a discount to 
their biggest clients. But Bob Cranda!l, chairman of 


The excitement of a Cook’s tour 
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The world is 
your oyster 


American Airlines, pointed to these discounts to 
justify the recent cut in travel agents’ commission, 
saying the agents could clearly live on less. 

Airlines are particularly hard on travel agents 
because they think they are not on their side in the 
first place, and have the gall to demand a cut of the 
airline’s profit for working against them. If the cus- 
tomer is after a cheap ticket, then the agent is the 
airline’s enemy, probing for its weak spots. If the cli- 
ent is a well-heeled business traveller, then the air- 
line already has a line to him or her through the 
frequent-flier programme. For mass tourism, air- 
lines just provide the delivery trucks, whatever their 
pretensions to being transports of delight. But other 
providers of tourist services are much less ready to 
attack travel agents. Disney, most hotel chains and 
the cruise lines intend to go on paying commission 
to travel agents because in their line of business a 
personal recommendation of the sort an agent 
might dispense counts for a lot. 


Travel agents of the future will be experts in 
fields beyond negotiating their way through com- 
puter reservation systems. For a bird watcher, the 
best person to go for advice will be an ornithologist. 
As more people look for action holidays and 
themed vacations of one sort or another, travel 
agents will need to have access to more specialists 
on whale watching, pear! diving or canoe trekking. 
Once the question of getting to the destination be- 
comes a technicality, the agent’s most important 
role is guiding the customers through the emotive 
decision on where to go. People do not go on about 
their flight unless it was a disaster. The really impor- 
tant point is what happens to them in the seven or 
14 days between the flight out and the flight back, 
and in the 16 hours a day when they are not in their 
hotel beds. What they write home about is the ex- 
perience of being there. And every destination is 
queuing up to give them the stuff that will make 
their friends green with envy. 





Buy me, I'm the best 


HERE may be more tourists to go round, but 

there is also more competition between destina- 
tions as cities, countries and continents latch on to 
the charms of tourist revenue. To feel the heat of the 
contest, visit a travel trade fair—say the World 
Travel Market, which has taken place in London an- 
nually for the past 18 years. At the 1997 fair last No- 
vember, 4,400 companies from 158 countries spent 
four days touting their wares at the Earl's Court Ex- 
hibition Centre. 

In the close confines ofthe alleys between stalls, 
ankle-bells jingle as a troupe of Balinese dancers 
pad by; Elvis shakes a leg with a feather-bedecked 
show-girl on the Las Vegas stall; a solitary Croatian 
woman, resplendent in starched lace, stitches away 
laboriously at a sampler; a strumming crooners' 
trio sings a song of Fiji. Smell and taste, too, are har- 
nessed to the marketing effort: ouzo, vodka, wine, 
rum or coffee are arrayed in thimblefuls, alongside 
slivers of Speck, dollops of ice-cream and fingers of 
Highland shortbread. 

The effect resembles the cacophony of promises 
that leap from the shelves of a supermarket, and so 
it should. Like all consumer products, tourist des- 
tinations must persuade their customers that they 
have some combination of benefits which no one 
else can offer. Destinations are trying every bit as 
hard as airlines and hotels to establish themselves 
as brands, using all the razzmatazz of modern mar- 
keting. Every place tries to make the most of what it 
has got. Fortunately, not all data-gathering for mar- 
keting purposes is conducted quite as thoroughly as 
in the city of Fortaleza in northern Brazil, which at 
its airport hands out a questionnaire to departing 
visitors that starts by asking: "What monetary value 
would you put on a day in Fortaleza without diar- 
rhoea?", before going on to request details of the 
consistency, quantity and frequency of such afflic- 
tions as you may have suffered. 

Tourism means business. In the Caribbean, it 
underpins 70% of the regional economy. It creates 
employment, both directly and indirectly. When 





It's got to be photogenic 


the new wing of the Atlantis hotel opens in the Ba- 
hamas, it will add 2,000 jobs to the local economy 
overnight. And as tourism expands, farmers will 
sell more crops and fishermen more fish to be 
served in hotels and restaurants, and plumbers will 
unblock more hotel drains. Tourists also pay tax— 
sales tax, room tax, departure tax—so local residents 
will be let off more lightly or get better services. 


Horses for courses 


Destinations out to catch tourists must decide what 
kind they are after. Different sorts have different ef- 
fects on the local economy. Florida and Spain's 
Costa del Sol compete closely for the British sun- 
and-sea package-tour market, but the sunshine state 
has largely managed to avoid the lager louts who 
have given some Spanish resorts a bad name. Ire- 
land, which used to sell itself on its beautiful coun- 
tryside, discovered that although it was attracting 
growing numbers of European tourists, they were 
mostly young back-packers who spent little money. 
So the Irish Tourist Board started to tout the coun- 
try's literary history, using Oscar Wilde, James Joyce, 
Yeats and Sean O'Casey to appeal to older, richer 
tourists who would spend money in Dublin. 














The quest for gimmicks can get ridiculous. 
America is dotted with one-horse towns that claim 
to be the world capital of something or other, such 
as World Broccoli Capital (Crystal City, Texas) or 
World Garlic Capital (Gilroy, California). Or they 
advertise themselves as the home of something 
equally baffling: the world’s largest buffalo (James- 
town, North Dakota—made of concrete, and not 
worth the detour, according to Larry Krotz, who in 
his book “Tourists” describes his dreary slog across 
the prairie to see it); the world’s first J.C. Penney 
store; the world's largest indoor jungle. 

Festivals are another route to fame. Many a 
town has sought to emulate the success of Stratford, 
Ontario, which was transformed from a small run- 
down blue-collar town to a bustling cultural centre 
by the efforts of Tom Patterson, who on the basis of 
little other than the name lured a British director, 
Tyrone Guthrie, to stage the first festival in 1953. But 
then boosting a city through tourism is nothing 
new. In 18th-century England, Bath Spa became 
fashionable after the owners of the hot baths em- 
ployed Beau Nash to promote the city. 

Just like the detergent aisle in the supermarket, 
where plain Ariel metamorphosed into Ariel Col- 
our, Ariel Ultra, Ariel Future and a host of other sub- 
brands, the big names in travel subdivide their sell- 
ing points, pitching themselves to different markets 
in turn to increase their overall share. Thus the Ba- 
hamas, which after the second world war decided 
to make tourism one of the main pillars of the econ- 
omy (along with financial services), at first pro- 
moted itself simply as offering sun, sea and sand 
with the racy extras of discos and casinos. Now it is 
introducing specific advertising campaigns for 
many of the individual islands among the 700 that 
make up the country. The gambling and glitz is still 
on offer in the capital, Nassau, but Anagua, a more 
sparsely inhabited island, will be plugged as a place 
for birdwatchers to see flamingos, and the bone 
fishing off Andros will be dangled before anglers. 


Islands in the sun 


The tourist industry already accounts for almost 
half of the islands’ Gpp, and the increasingly so- 
phisticated pursuit of new customers, involving 
diversification of the product and segmentation of 
the market, offers a preview of what may soon be 
happening worldwide. Tourists to the Bahamas far 
outnumber the local population of 300,000. In 
1996, 1.63m of them stayed at least one night, and a 
further 1.78m visited but did not stay overnight, 
most of them passengers on cruise ships that put in 
at Nassau for some duty-free shopping. Between 
them they spent nearly $1.5 billion, 7.7% more than 
the previous year. 

The first jump in Bahamian tourism followed 
the Cuban revolution in 1959. Casino operators 
from Havana set up shop in Nassau, and the num- 
ber of visitors rose to over 1m, more than three times 
the level of the early 1950s. Proximity to America, 
gambling, and the unfailing formula of sun, sand 
and sea sustained the tourist trade for the next 30 
years. But gradually the Bahamas lost ground to 
other Caribbean countries that worked harder at at- 
tracting tourists, until a change of government in 
1992. The new government sold all but one of the 
seven hotels it owned in Cable Beach, one of the 
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main Nassau resort areas. These hotels had been 
run more to provide jobs than to make a profit, so 
when bookings fell in the recession they dropped 
their rates to keep going, starting a downward spi- 
ral of underinvestment. The tourism ministry 
switched its spending from marketing to improv- 
ing Bay Street, the main shopping zone in Nassau, 
worried that its pervasive shabbiness would send 
the wrong signals. 

In 1994 Sun International, a company which 
owns resorts in the Indian Ocean, bought the main 
hotel-casino and much of the land on Paradise Is- 
land (a name changed from Hog Island in an earlier 
marketing push). The firm spent $140m revamping 
the hotel, called the Atlantis, which was as run- 
down as the rest of the place. In 1995, the first year 
after it reopened, the Atlantis filled 85% of its 1,080 
rooms at an average rate of $122 a night, compared 
with 62% at $95 a night in 1993. By last year, the 
hotel was running close to 9096 occupancy. The ex- 
tra traffic boosted neighbouring Nassau further. 
But extra traffic in Nassau had its drawbacks. For all 
the Bahamas' 700-plus islands, Nassau and Para- 
dise Island between them in 1996 attracted more 
than half the visitors and 59% of tourist spending. 
That drew in people from the less popular Out Is- 
lands and clogged up the streets of Nassau. So now 
the marketing men try to encourage tourists to 
roam more widely among the Out Islands. 

The aim is to draw on local expertise and cul- 
ture to increase the value added in the Bahamas, 
says William Allen, minister of finance. At the mo- 
ment it is less than 20%. Sustainability is the order 
of the day, both culturally and with respect to the 
physical environment. Officials regularly cite Crys- 
tal Palace, a hotel built in the 1980s, as an example 
ofthe kind of development that would no longer be 
permitted now. It was put up right on the beach, 
rather than behind it, with sand dumped in front to 
create a new beach. Tides soon swept the sand 
away, forcing the hotel to build an expensive break- 
water to make sure its beach would last. 

The Bahamas has plenty going for it, but the 
greatest risks to its tourist trade—whether natural or 
man-made—are beyond its control. It would take 
only one hurricane, however exceptional, to blast 
its reputation as a safe playground. It would take 
just one health scare to discourage Americans from 
visiting. It would take little more than a dip in eco- 
nomic growth in the north-eastern United States 
before the 4096 of visitors to the Bahamas that come 
from there would think again. But the most con- 
stant worry is competition. As well as the ever- 
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present pull of Florida, there is Cuba to think 
about—although some Bahamians reckon that if 
Cuba opens up to American tourists again, its Span- 
ish flavour might complement the Bahamas’ Brit- 
ishness for tourists on joint package trips. 


Make the desert boom 


James Hepple, deputy minister of tourism for the 
Bahamas, worries that one day Disney or some 
other entrepreneur in Orlando will open a “Carib- 
bean World” resort around a sculpted lake lined 
with imported sand, lapped by artificially gener- 
ated waves and stocked with pleasing fish. He is 
enough of an industry insider to know that if you 
lack natural advantages, you can always create 
them. That is the guiding principle behind the suc- 
cess of Las Vegas in the Nevada desert, a continent 
away from the Bahamas. 

Two sights, side by side on the Strip, sum it all 
up. One is the dazzling entrance to Caesars Palace, a 
riot of fountains and statues leading to a casino 


The gamble that came off tas vegas: El 


visitors 





where the air is filled with the chime of slot ma- 
chines collecting money, and the occasional per- 
cussion of a payout. The other, next to it, is a gaping 
hole in the ground. When the bulldozers have fin- 
ished, this will become a 14-acre lake to provide the 
backdrop for the Bellagio, the latest hotel from Mi- 
rage resorts. Demolitions are regular events. 

Flying into Las Vegas after dark costs more than 
arriving in the morning. That is because all over the 
country Americans, after a full day at the office, 
want to be able to hop on a plane to have some late- 
night fun. At midnight the arrivals hall of the air- 
port, just five minutes' drive from the Strip where 
the largest casinos are arrayed, is bustling. Yet Las 
Vegas has long since lost its monopoly on gambling 
in America. Atlantic City legalised the activity in 
1971, and in the early 1990s a succession of new casi- 
nos sprung up in unlikely locations ranging from 
Mississippi riverboats to Indian reservations. And 
the Internet is starting to make gambling accessible 
at home, moving on from pornography, another tit- 
illation in which Las Vegas used to enjoy a compar- 
ative advantage. 

Even so, Las Vegas remains one of the largest 
draws in America, attracting 32m visitors and earn- 
ing gambling revenues of an estimated $6.2 billion 
in 1997. The secret of its success lies in that hole be- 
side the Strip: continuous re-invention. It has diver- 
sified away from a single-industry resort to a place 
where holidaymakers who would not consider 
themselves gamblers can enjoy themselves. It is also 


visitors’ spending 


one of America’s top convention cities, attracting 
3.3m conference participants in 1996. 

The first intimation of change came in 1966 
when Jay Sarno, a motel mogul from Atlanta, built 
Caesars Palace, the first Las Vegas hotel designed to 
be more than a two-storey dormitory for gamblers. 
The theme of ancient Rome ran through everything, 
from the fountains playing along a drive lined with 
gleaming “classical” statues to the cocktail wait- 
resses’ dinkily pleated dresses. Las Vegas had seen 
shows aplenty before, but with Caesars it was the 
hotel itself that was the show. Sarno realised that, 
although gambling was a wonderful way of parting 
people from their money fast, that was not what 
most of them came for. Their real purpose was to 
escape to a different world. 

Sadly for him, Sarno was better at conceiving 
business ideas than at making them pay. He did 
open another themed hotel two years after Caesars, 
but did not make much of a profit and eventually 
sold up. Over the next two decades hotels contin- 
ued to get bigger, but remained barely 
profitable adjuncts to the casinos they 
housed. As the rooms multiplied, they 
filled with package tourists and con- 
ventioneers arriving on block-booked 
flights, but the Las Vegas experience re- 
mained unchanged. It was not until 
1989 that another developer, Steve 
Wynn, took Sarno’s lesson to heart 
and built a hotel which promised 
good times to non-gamblers and gam- 
blers alike. 

His hotel, the Mirage, still stands, 
and has proved a huge success. Two 
things set it apart from all its predeces- 
sors: scale (3,000 rooms, built at a cost 
of more than $700m) and design, described by one 
Mirage employee as “understated elegance, Las Ve- 
gas style”. Where the understatement comes in is 
not clear, but compared with the hectic neon of the 
older casinos the Mirage’s lagoon and waterfalls are 
undeniably elegant. You can pay $80 to see a perfor- 
mance by Siegfried and Roy, a pair of lion-tamers 
with a punishing two-shows-a-night, five-days-a- 
week work schedule. But even to walk past the hotel 
is to be entertained, or possibly startled when the 
hotel’s volcano erupts. 

Two years after building the Mirage, Mr Wynn 
followed it up with Treasure Island, where the His- 
paniola goes down twice a night to the blazing guns 
of HMS Britannia and the restaurants pretend to be 
pirates’ taverns. Unlike Sarno, Mirage Resorts har- 
nessed its creativity to business and financial exper- 
tise, and the firm prospered, showing a net income 
in 1996 of $206m on revenues of $1.5 billion. This 
time, too, imitators blossomed. Excalibur, full of Ar- 
thurian pageantry; the Luxor, a black-glass pyramid 
brooding in the dazzling sun; and most recently 
New York New York, where a roller-coaster whips 
through the hotel's re-creation of the Big Apple's 
most famous skyscrapers. 

Just as the economics of providing these new 
hotels are different, so the pattern of revenue they 
bring in is different from the casinos of old. 
Whereas 20 years ago hotel-casinos took two-thirds 
of their revenue on the casino floor, in 1996 Mirage 
Resorts derived 49% of its revenues from sources 








other than gambling. Dining in such hotels is less of 
a bargain than it used to be, although the food on 
offer is a step up from the endless steak and fried 
chicken of the all-you-can-eats. 

Gambling is still a marvellously profitable busi- 
ness for the casinos, and it makes sense for a hotel 
such as the Hilton to build luxurious suites atop 
their towers for the high-rollers who play baccarat 
at $100,000 a hand. But for most visitors, gambling 


Fabulous fakes 


HE suppliers of fantasy worlds in Las Vegas had 

the right idea. It is a waste of time trying to be the 
“Venice of the North”, or East, West or South. Better 
by far to start with a greenfield site, ditch reality al- 
together and put up a fake. The beauty of creating 
attractions from scratch is that they can be bigger, 
brighter and more reliable than the real thing (and 
have an escalator around the back and a hot-dog 
stand next door). They can take much more punish- 
ment than crumbling originals, and can be re- 
paired without hand-wringing. A lot of them can be 
put together in a place where there is nothing much 
to overwhelm. And if the visitors tire of your batch 
of fakes, you can scrap them and make some more. 

The largest concentrations of fakery in the 
world sit outside Tokyo, Paris, Anaheim in Califor- 
nia, and Orlando in Florida. These four Disney 
theme parks are also the world’s biggest tourist 
draws. In their research centre in Glendale, Califor- 
nia, Disney’s “imagineers” tinker with robots, 
animatronics, 3-D television and other technol- 
ogies to create ever more exciting novelties for their 
visitors. In the 12,000 hectares (30,000 acres) of Dis- 
ney World near Orlando, you can fall down a lift- 
shaft; be shrunk to thumb size; shoot down a ski- 
run that has mysteriously become a water slide; and 
of course speak to a mouse. Or, elsewhere in the 
park, you can visit Epcot, where a stroll round the 
lake will take you past the Eiffel Tower, Hampton 
Court, the Doges’ Palace and the Temple of Heaven. 


Immortal mouse 


One of Disney’s advantages is that the company 
started out in entertainment, the business that tour- 
ism is coming increasingly to resemble. It has also 
moved into retailing, selling vast quantities of sou- 
venirs and branded products. It researches what au- 
diences want, then goes and creates it. At Disney 
World, new attractions are always being added and 
old ones dismantled. If you still pine for them, you 
can find their ghosts on the “Lost World” Web site, 
maintained by fans who never quite came to terms 
with the loss of Mickey's Birthdayland. 

The company's biggest works in progress are 
simulations of real things, not inventions. At 
Disneyland in Anaheim, the oldest of the compa- 
ny's four theme parks, the company is building 
California Adventure, a microcosm of the state that 
will allow the tourist in a hurry to visit Venice 
Beach, Napa Valley, the Golden Gate, a redwood 
grove and a host of other sights that in real life are 
inconveniently scattered, all in a single day. In Flor- 
ida, a new area ofthe theme park, due to open in the 
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is simply something to do when in Vegas, not the 
reason to go there. Children, too, can have fun: be- 
side New York New York's, there are four other 
roller-coasters along the Strip, including one where 
the whole ride is 300 metres (1,000 feet) up in the 
air. There is also an entire theme park in the MGM 
Grand complex. You would not call it a family re- 
sort, but last year 1196 of visitors brought children 
with them, double the share ten years ago. 
———————— 


spring, will be known as Disney's Animal King- 
dom, and will mix over 1,000 real zoo animals with 
characters from the cartoon film “The Lion King", 
dinosaurs and “legendary creatures", in a land- 
scape of concrete baobab trees and palms hiding 
bunches of acacia shoots for the giraffes. 

The company has always had a didactic side, 
and Animal Kingdom will dispense plenty of na- 
ture talk along with the spectacle. Disney weighs 
down many of its attractions with an improving 
message, from the earnest lectures on growing hy- 
droponic lettuce in the Future World agricultural 
exhibit (sponsored by Nestlé) to Beauty’s paeans to 
the inner loveliness of her Beast. Animal Kingdom 
will follow in the tradition of Disney's True Life Ad- 
ventures nature films that gave many young Ameri- 
cans in the 1950s their first glimpse of ecology. The 
firm has pursued its interest in education further 
with the Disney Institute. This campus within Dis- 
ney World (topped by a rotunda that echoes Jeffer- 
son's University of Virginia) reflects the firm's sense 
that the distinctions between work and leisure are 
becoming blurred. It offers courses ranging from to- 
piary to management techniques. 

Disney's success has inspired plenty of imita- 
tors. According to the International Association of 
Amusement Parks and Attractions in Virginia, 
America now has over 600 theme parks, and half of 
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all Americans are thought to have visited at least 
one of them. Non-Americans are just as keen. A 
business consortium hopes to protect Rome's classi- 
cal remains by building a fibreglass Roma Vetus 
8o0km north of the real thing. Asia is already dotted 
with such microcosms. 

The one component of Disney World’s pleasant 
environment that is not controlled by the company 
is the Florida sun that beats down throughout most 
of the year. Other firms are working on eliminating 





even that uncertainty. Center Parcs, a company that 
runs family resorts in the less clement climate of 
northern Europe, protects its guests from English 
and Flemish rain in a large domed “sub-tropical 
swimming paradise”. The largest covered “rain for- 
est” in the world, running to 5,600 square metres 
(60,000 square feet), is in Omaha, Nebraska. In Ja- 
pan, a water park offers an entire roofed-over beach 
complete with breakers for surfing. 

But even Disney can go too far. Four years ago 


trepreneurs converted liners to offer . 

















Floating fantasy 


6¢ UR cooks can predict exactly 
how many passengers will or- 
der the filet mignon and exactly how 
many will want shrimp,” says Bob Dick- 
inson, the president of Carnival Cruise 
Line, whose tourist vessels ply the wa- 
ters off Florida. “And if they do miscal- 
culate on the shrimp, then it’s seafood 
salad at the midnight buffet.” Cruise 
ships are an operator’s dream. They run 
at 95% of capacity or higher, when hotels 
are pressed to manage 70%. And cruise 
passengers, unlike hotel guests, cannot 
wander off to eat their dinner else- 
where. Moreover, with such a tightly 
controlled environment, cruise firms 
can quickly adapt what they offer. 
For the passengers, such cruises offer 
a pretty good deal too. For the same 
price per night as a smart but not de- 
luxe hotel, the 2,000 people a time who 
sail on the MS Ecstasy, one of Mr 
Dickinson’s vessels, get a lot more than 
their bed. There is food in huge abun- 
dance: aboard Carnival’s ships, a 24- 
hour pizzeria will plug any gaps left by 
the five ample meals a day. And Freddie, 
the chirpy English steward, will lay on 
all the entertainment anyone could 
want. Treats on offer include a knobbly- 
knees contest and a singles “get to know 





you” party in the ship’s main disco- 
theque. Only booze and fodder for the 
one-armed bandits in the casino is ex- 
tra. The other big attraction of cruises is 
the sheer convenience. For Americans, 
most of whom do not hold a passport, a 
cruise offers a gentle way to leave Ameri- 
can soil inside a reassuringly American 
floating balloon. 

The Ecstasy, at 70,000 tonnes, is not 
Carnival’s largest vessel. Another of the 
company’s fleet, the Destiny, displaces 
100,000 tonnes (see table); and later this 
year Royal Caribbean International, the 
number two cruise operator after Carni- 
val, will bring into service the first of its 
135,000-tonne Eagle class ships, which 
can carry over 3,100 passengers. Modern 
cruise ships are floating artificial des- 
tinations which deliver a full resort’s- 
worth of entertainment, ranging from 
discos, gambling and shows to aerobics, 
spas and, on board Royal Caribbean's 
Legend of the Seas, an 18-hole miniature 
golf course with a sliding roof. Thanks to 
the gratifying economics of such ships, 
the cruise industry has gone from mori- 
bund to muscle-bound in 30 years. 

It rose from the ashes of the passen- 
ger shipping industry, killed in the 
1960s by the long-haul passenger jet. En- 


entertainment rather than transport. 
Royal Caribbean, founded in 1970, and 
Carnival, which followed two years 
later, built their own ships designed for 
Caribbean cruising. They joined forces 
with the liners’ old nemesis, the airlines, 
to offer Americans package deals that 
combined flights to Miami with cruises 
around the Caribbean. Business took 
off, from 500,000 passengers in 1970 to 
8.5m in 1997, 6m of them Americans. 

Like the tourist business at large, 
cruising has its shrimps as well as its le- 
viathans. Abercrombie & Kent Interna- 
tional, a classy travel firm, offers luxuri- 
ous nature-watching trips on a small 
ice-breaker travelling around Antarc- 
tica; Windjammer Barefoot Cruises 
runs teak-decked sailing yachts around 
the Caribbean; Swan Hellenic hires ex- 
perts to lecture its passengers on histori- 
cal sites around the Mediterranean and 
in Asia. Those hankering for something 
saltier can take a freighter across the Pa- 
cific. Several firms have already taken 
bookings for cruises in space—the ulti- 
mate artificial environment. Even the 
sea-bound specialists, however, could 
not carry in a year the number of pas- 
sengers who enjoy a trip on the Ecstasy 
and her sister ships every week. 


Pile them high 
Carnival Cruise Line's ships 


Ship 
Tropicale 
Holiday 
Jubilee — 
Celebration 
Fantasy 
Ecstasy 


Sensation 
Fascination 
Imagination | 
Inspiration 
Destiny 
Elation 


Paradise 
Triumph 


Victory 
Source: CLIA 








| 
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the company proposed to develop a “Heritage 
America” theme park in Manassas, in Virginia, the 
site of one of the bloodiest battles of the Civil War. 
Touching up the landscape, staffing it with a grin- 
ning cast of extras in Confederate uniform and let- 
ting off daily volleys of thunderflashes would be 
crude and misleading, said a crew of historians and 
culture vultures: the empty fields, with their slight 
bumps and dips, speak more tellingly of the past 
than models. Disney beat a retreat. 

In France, too, Disney's proposal to construct a 
theme park outside Paris was scorned by intellectu- 
als, who felt that by remaking the past the company 
was replacing it with something cheaper and infe- 
rior, but Disney went ahead anyway. Disney's great 
early cartoon successes, “Snow White and the Seven 
Dwarfs" and "Sleeping Beauty", took traditional 
European fairy tales and reworked them for a more 
upbeat culture. More recent films, such as "The 
Hunchback of Notre Dame", “Beauty and the Beast" 
and "The Little Mermaid"—all swiftly turned into 
mini-musicals that play in the theme parks—retold 
tales that had darker, gorier European antecedents. 
Writers such as Jean Baudrillard and Umberto Eco 
criticise Disney for its simulations that make unfil- 
tered engagement with the world impossible. 

The trouble with Disney is that it does not just 
want to mirror the world, it wants to remake it. 
Celebration, a town bordering the Disney park in 
Florida, is an attempt to realise the founder's origi- 
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nal dream of an "experimental prototype commu- 
nity of tomorrow". The instinct for imitation is still 
strong: houses can be bought in one of six styles, 
including Mediterranean, New England and Old 
South. But Celebration also proposes a model for a 
sustainable pattern of American life in the future, 
with recycling programmes and Internet 
infrastucture built in, and educational experiments 
at the local schools. Disney believes it can change 
the world through tourism, but if that takes too 
long, it is willing to take a more direct route. 





Handle with care 


66 Q EE it before it's spoiled,” the travel agents ir- 

responsibly used to urge their clients. Tour- 
ism can certainly spoil a place in many ways—for 
those who live there as well as for other tourists. One 
way is by vandalism: enough pocketed fragments 
can denude a petrified forest or kill a coral reef. 
More likely the damage is unwitting, as when too 
many feet grind away at the Great Wall of China or 
the paths of the Appalachian Trail. Crowds can 
themselves be unpleasant: it is hard to enjoy the 
paintings in the Uffizi with elbows in your ribs. 
Even worse are crowds in their cars, of the sort that 
gather every summer in America's more popular 
national parks. Indirect effects can be equally dam- 
aging: the infrastructure put in to accommodate 
tourists has blighted beauty spots such as Spain's 
Mediterranean coast and some of the beaches 
around Phuket in Thailand; sewage systems that 
may have been adequate for a small village (such as 
a pipe leading out to sea) cannot cope with several 
new hotels full oftourists who have come to paddle 
in that sea. 

Being loved to death is nothing new. When 
Mary Robinson, the Maid of Buttermere, appeared 
in Joseph Budworth's 1792 guidebook to the Eng- 
lish Lake District, she became a tourist attraction in 
her own right, and by all accounts found it a tor- 
ment. That region, promoted so effectively by 
Wordsworth, is still suffering from too many tour- 
ists: with 1,000 visitors a day tramping through 
| Beatrix Potters Hill Top Farm, the local authorities 
| ask people to avoid the August peak season. 
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Tourism that does not wreck what it sets out to 
explore has come to be known as "sustainable". The 
buzzword comes from the 1987 UN Report on the 
Environment by a committee chaired by Norway's 
Gro Harlem Brundtland, which put forward the 
idea of the kind of development that meets present 
needs without compromising the ability of future 
generations to attend to their own needs. 

Following the Earth Summit at Rio in 1992, the 
World Tourism Organisation, the World Travel and 
Tourism Council, and the Earth Council drew up a 
checklist of environmental questions to worry 
about when developing and running a tourist busi- 
ness. These were worthy generalities: minimise 
waste, re-use and recycle, be energy-efficient, man- 
age water carefully, and so on. The World Travel 
and Tourism Council has since set up a more de- 
tailed programme, called “Green Globe”, that is in- 
tended as an environmental “keep-fit” programme 
for its members—about 500 hotel chains, travel 
agents, airlines and other firms with an interest in 
tourism. The programme circulates information on 
individual members' solutions to particular prob- 
lems, and dishes out awards to firms that have done 
something conspicuously green. 

Plenty of firms run their own cleaner-than-thou 
schemes. Inter-Continental Hotels and Resorts pro- 
vides its staff with a 300-page manual on waste 
management, noise abatement and a host of other 
ways to be careful. Hyatt has a recycling plan under 
way that aims to halve the amount of rubbish gener- 
ated by a typical guest room each year. Many hotels 
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You should see the nightlife 


HE fastest-growing theme in tour- 

ism today is the environment. So- 
called ecotourism has become a desir- 
able label. It is jealously claimed by 
environmentalists who would like to re- 
serve it for “low-impact” treks to ob- 
serve animals in the wild, and for pro- 
grammes such as Belize’s reef-monitor- 
ing project on which visitors are 
charged a considerable fee for scuba- 
diving to collect data for scientific anal- 
ysis. At the same time the label is cheer- 
fully appropriated by opportunists out 
to greenwash such offerings as glass-bot- 
tomed boat tours above coral reefs, or 
even “safaris” in which tourists pursue 
Zimbabwean elephants with paint 
guns. 

The preferred definition of the 


How green can you get? 


Ecotourism Society in Virginia is, “Re- 
sponsible travel that conserves natural 
environments and sustains the well-be- 
ing of local people.” James MacGregor, 
whose environmental consulting firm, 
ecoplan:net, prepared a report on sus- 
tainable tourism for the Bahamian gov- 
ernment that was widely adopted as a 
model by other environmentally fragile 
destinations, offers three main criteria 
for ecotourism. There must be a direct 
return of a reasonable share of the reve- 
nues generated by the business to local 
people and to conservation of the local 
environment; its operation must follow 
green principles; and the tourists must 
learn about what they are visiting, not 
just gawp at it. 

That is probably rather stricter than 


would suit some of the 43m Americans 
who, according to a survey by the Travel 
Industry Association of America, con- 
sider themselves ecotourists of a sort. 
But it is a good yardstick by which to 
measure the great variety of nature- 
based tourism available worldwide. In 
places such as Central America and 
southern Africa, most visitors spend 
some time observing wildlife and prob- 
ably learning about it, but even well-in- 
tentioned crowds can trample on a lot 
of plants and toes. Masai people in Ke- 
nya have accused their government of 
shoving them aside to make way for sa- 
fari parks and lodges. And some wildlife 
reserves that lure the animals with food 
for a better view end up taming the 
beasts. True ecotourists find themselves 
in the age-old tourist bind: they want to 
see something “unspoiled”, but help to 
spoil it just by being there. 


now give their guests the choice of whether or not to 
have fresh towels every day. Disney World has set 
aside some of its land as an undeveloped nature 
reserve where turtles, eagles and other endangered 
Florida species can live. 


Because it’s there 


Yet however refined its waste water, a hotel has al- 
ready made a vast impact on the environment sim- 
ply by being built. For the hotel company, the crite- 
ria for deciding whether to build in the first place 
are quite different from those applied by the gov- 
ernment or by local interest groups. An individual 
hotelier may well be able to make an economic case 
for building even though the finished hotel would 
push the area beyond its capacity for absorbing visi- 
tors. The long-term cost of a bad decision is rarely 
borne by those who make it. Like grazing rights and 
fishing rights, access to such common goods as 
beach front and water supplies does not naturally 








limit itself. And as with overgrazing and overfish- 
ing, the solution to over-touristing will often be to 
establish ownership of the underlying items and 
charge people to use them. 

On a broader scale, however, there are grounds 
for optimism about the effect of tourism on the 
environment. Environmental goods—clean water, 
beautiful scenery, fresh air—are fundamental to 
such a range of tourist experiences that both tourists 
and the tourist industry have a strong interest in 
their preservation. The fastest-growing sector of 
tourism is travel based on the study of nature (see 
box). Tourists seem capable of being educated: 
scuba divers in the Ras Mohammad national park 
in the Red Sea who were made to attend an hour's 
lesson on the ecology of the local reefs were eight 
times less likely to bump into coral (the cause of 
two-thirds of all damage to the reef), let alone delib- 
erately pick a piece. 

Yet plenty of risks remain. Consider Palau, an 
island in Micronesia, for long an exclusive destina- 
tion for rich Japanese in search of seclusion. Palau 
was recently discovered by package-tour operators 
in Taiwan, so now the island’s remarkable Jellyfish 
Lake, home to a dense colony of non-stinging jelly- 
fish, is visited by a steady stream of bathers, each of 
whom leaves a little suntan lotion and whatnot in a 
unique ecosystem barely examined by scientists. 
The fastest-growing sources of tourist traffic are the 
richer developing countries, such as Taiwan and 
Mexico, where the environment is still a lower pri- 
ority than in the developed world. 

Artificial destinations avoid the havoc that tour- 
ism can play with famous sights by luring crowds to 
places where nothing existed before. As they troop 
off to their theme park, many people are content 
simply to know that the lonely beaches and the an- 
cient ruins are still there. But many at least dream of 
seeing them, some day, with their own eyes. No 
theme park can ever meet that need. But by giving 
tourists other things they want, they may help en- 
sure that the real thing can be preserved. 
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BELFAST 
Why the peace process is in trouble 


ORTHERN IRELAND'S sluggish and 

protracted peace talks are to resume 
on January 12th, after a flurry of violence 
and political manoeuvring. Fears that the 
fragile peace process could be destroyed by 
a resurgence of violence are nothing new. 
But whereas in the run-up to the start of 
multi-party talks, most of the concern fo- 
cused on whether the IRA could be per- 
suaded to give up violence, now the most 
dangerous strains are on the other side of 
Ulster’s sectarian divide. Both Protestant 
politicians and paramilitaries are danger- 
ously disgruntled. 

The unionist politicians, who divide 
into three political parties, have never been 
happy with the peace process. Since they 
want the preservation of Ulster's union 
with the rest of the United Kingdom—the 
status quo—they are suspicious of any pro- 
cess aimed at a new political settlement. 
They also bitterly resent having to sit 
around a negotiating table with Sinn Fein, 
which they regard as indistinguishable 
from the IRA. They have expressed their an- 
ger by refusing to talk to, or even look at, 
their Sinn Fein interlocutors. This makes 
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Back to basics in Ulster 





negotiation tricky. 

The Protestant paramilitaries, known 
as the loyalists, again divide into three 
main factions. They have a narrower base 
of support than the unionists and their so- 
cial base is also different. Whereas unionist 
politicians tend to be middle-class, the 
paramilitaries and their political represen- 
tatives are working-class. Despite their will- 
ingness to resort to terrorism, they were 
quicker to embrace multi-party talks than 
the mainstream unionist politicians and 
have continued to be supportive of the 
peace process. Until the recent outbreak of 
murder and  counter-murder, the 
paramilitaries’ complaints were to do with 
their men's treatment in the Maze prison. 

But the anger of both Protestant 
paramilitaries and politicians was given a 
dangerous focus by the assassination in 
prison, just after Christmas, of Billy Wright, 
a member of the Loyalist Volunteer Force, à 
fringe loyalist group opposed to peace 
talks. Wright was killed by fellow prisoners, 
members of a republican splinter group, 
the INLA. Two Catholics have been shot 
dead, apparently in revenge; and on Janu- 


ary 6th a bomb was left in Bainbridge, a 
town in County Down, by the Continuity 
Army Council, yet another republican 
splinter group which has rejected the IRA’s 
participation in the peace talks. 

If the increase in violence were con- 
fined to fringe groups which have always 
rejected the talks, it might not threaten the 
wider peace process. But security forces sus- 
pect some involvement in the three recent 
killings of Catholics by the biggest loyalist 
paramilitary group, the UDA, which de- 
clared a ceasefire in October 1994. The first 
killing came before the Wright murder, so 
could not be described as retaliation. Just as 
alarming, a “punishment” shooting on 
January 6th in a Belfast bar is believed to 
have been carried out by an IRA front orga- 
nisation, which was active in the months 
before the last ceasefire broke down. 

The repudiation of the multi-party talks 
is also threatening to spread. Loyalist 
paramilitaries in the Maze say they have 
“lost faith” in the peace process. The two 
political parties close to them may not turn 
up when the talks resume. In an effort to 
keep the political process on the rails Mo 
Mowlam, the Northern Ireland secretary, 
took the unusual and controversial step of 
saying she would go to the Maze prison to 
meet UDA paramilitaries face to face. 

Ms Mowlam’s boldness reflects a sense 
of urgency on the part of both the British 
and the Irish governments. The next phase 
of talks is billed by officials as crucial. An 
outline agreement must be ready by mid- 
March, they say, if Tony Blair's May dead- 
line for a settlement is to be reached. 

The most concrete loyalist accusation 
that Ms Mowlam will have to deal with is 
that IRA prisoners are receiving better treat- 
ment than loyalists. The loyalists point out 
that IRA men have been transferred from 
jails in England to Northern Ireland and 
the Republic, and that nine nearing the end 
of their sentences were freed before Christ- 
mas by the Irish government, without the 
loyalists being informed in advance. Offi- 
cials respond that the Irish hold no loyalist 
prisoners and that no loyalists in British 
jails have applied for transfer. But if the loy- 
alist prisoners get their front parties to pull 
out of the talks, that would also probably 
mean that their ceasefire—already under 
strain—would not survive long. 

Unionist politicians are ambivalent to- 
wards loyalist paramilitaries. Most disown 
them and say they oppose clemency to pris- 
oners, whether loyalists or republicans, as 
part of any political deal. But many union- 
ist political figures havea history of making 
portentous warnings that advances for na- 
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tionalists “destabilise” Northern Ireland, 
and that upsurges of loyalist violence are 
bound to follow. In that sense loyalist vio- 
lence has suited them, something that the 
loyalists themselves have noted. 

Several of the most prominent spokes- 
men for the political parties linked to loyal- 
ist paramilitaries, in particular David Er- 
vine and Billy Hutchinson of the 
Progressive Unionists (linked to the uvr) 
have openly denounced leading unionists 
for relying on the paramilitaries to give 
substance to their predictions. They prom- 
ised that loyalists would no longer be ex- 
ploited, and made a series of pragmatic 
statements about the need for compromise. 
But they were called traitors by Billy 
Wright's dissidents and to date have won 
no more than 5*6 of the total unionist vote. 
This forced them steadily closer at the talks 
table to the main unionist political party, 
the Ulster Unionists, led by David Trimble. 

Mr Trimble in turn needs the loyalists. 
Without the backing of at least one loyalist 
fringe party, electoral arithmetic means 


i his campaign to political efforts to per- 
A no rthern ho ly g ral l suade the Westminster government to set 


| LINDISFARNE 


| HEN the Major government de- 

| cided to repatriate the Stone of 
Scone from Westminster Abbey to its orig- 
inal home in Scotland, it was a sign of the 
growing power of Scottish nationalism. 
Now it is the north-east of England's turn 
to start demanding the return of its trea- 
sures from London; and once again the 
campaign has a distinctly political edge. 

The treasure in question is the Lindis- 
farne Gospels, a beautifully calligraphed 
and richly illustrated Latin text of the four 

| Christian gospels produced in the sev- 
enth century to commemorate St Cuth- 
bert. The saint was prior of Lindisfarne or 
Holy Island, off the Northumbrian coast, 
ata time when it was famed in Europe for 
Christian scholarship. Even today, the is- 
land has a mystical isolated feel. Its land- 
scape is dominated by a forbidding castle 
perched on a rocky outcrop. 

| The Gospels now reside in the British 

| Library in London. But a campaign which 

| hassucceeded in gathering up such dispa- 
rate champions of north-eastern pride as 
the Bishop of Durham and the Newcastle 
United football team is seeking to have 
the book brought back permanently to 
the region, probably to Durham. 

It was last in Lindisfarne in the ninth 
century, when the monks fled the island 
in the face of an invasion by marauding 
Danes. The monks landed up in Durham 
in about 990, where they built a cathedral 
and shrine to St Cuthbert. Durham's 
power and influence then grew as succes- 
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that he cannot claim to represent more 
than half the unionist community. This ex- 
plains why he felt he could go into the Maze 
on January 6th and talk to UDA and UVF 
convicts, including Michael Stone, a multi- 
ple killer. 

Mr Trimble entered the multi-party 
talks with reluctance, having been assured 
while John Major was prime minister that 
Sinn Fein would not be allowed to join ne- 
gotiations until the IRA began to disarm— 
or decommission weapons as the jargon 
has it When the iRA called another 
ceasefire in July last year, closely followed 
by the Blair government's waiving of the 
decommissioning demand, unionists were 
badly shaken. Mr Trimble has been com- 
pelled to stay at the table by the desire of 
ordinary unionists to be represented in 
talks, plus his own belated awareness of Mr 
Blairs commanding position. Now, the Ul- 
ster Unionist leader is taking the opportu- 
nity to put a bit of pressure back on the 
Blair government. 
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Bound for Durham? 


sive English kings gave the Bishop of Dur- 
ham princely status, so he could raise 
taxes and armies to fight off periodic Scot- 
tish invasions. But Henry VIIs battles 
with the church ended this semi-auton- 
omy, and in 1537, partly to show that his 
writ was now unchallenged throughout 
England, his henchmen smashed open St 
Cuthbert's tomb and carried off the Gos- 
pels to London. It was a portent of the 
waning power of the North. 

Fraser Kemp, a local Labour MP, says 
campaigning for the return of the Gospels 
is "all about pride in the North". He links 
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Road safety 
Drug-driving 


Te government is bracing itself for a 
row next month when it consults on 
proposals to lower Britain’s drink-drive 
limit. But an even more testing controversy 
is looming later in the year when ministers 
have to decide on new laws to deal with 
those who drive and take drugs. 

It is already illegal to drive when unfit 
through drugs. However there is no specific 
level ofdrug-taking which is deemed to ren- 
der a driver unfit. By mid-1998, however, 
ministers expect a simple roadside test to 
be available that measures illegal drugs, in- 
cluding cannabis, just as the breathalyser 
measures alcohol. It could take the form of 
a sweat swab or a breath “drugalyser”. 

The need to clamp down on drug-tak- 
ing drivers is borne out by government re- 
search into road deaths. Preliminary results 
of tests on dead drivers, published last 





up an elected northern regional assem- 
bly. So far, however, Mark Fisher, the arts | 
minister, is refusing to countenance the | 
book leaving the British Library for 
good—he says more people can see it 
there. But Mr Kemp is undeterred. He is 
preparing a bill which the government 
has said he can present to the Commons 
for debate in April. 

Meanwhile a Gateshead vicar, the 
Reverend Tony Hodgson, and his sup- | 
porters are planning to lay siege to the | 
British Library on March 21st (the day af- 
ter St Cuthbert's Day) with what they say 
will be a celebration of Northumbrian 
culture, featuring folk musicians. By then, 
campaigners for a northern assembly 
hope to have completed their scheme to 
set up a constitutional convention to de- | 
vise a plan for northern regional govern- | 
ment. This will be modelled on the highly 
successful cross-party Scottish Constitu- 
tional Convention, whose plan for a Scot- 
tish parliament is now being enacted by 
the government. Echoing the political 
role played by his medieval predecessors, 
the present Bishop of Durham is consid- 
ering an invitation to chair the new 
convention. 

March 21st will also see Gospels cam- 
paigners invade Downing Street with a 
petition to Tony Blair pleading for the 
book’s return north. It sounds like a re- 
quest which Mr Blair, given his beliefs in 
Christianity, communitarianism, decen- 
tralisation and, perhaps more impor- 
tantly, a constituency of his own in 
county Durham, will find hard to refuse. 
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Jaim that research outside B Britain suggests = 
hat cannabis in low doses can actually im- 
rove e perhaps because ids : 


alcohol, drugs can remain in the blood- 
stream for 3-4 weeks after consumption— 
long after they could have any effect on 
driving ability. 

However, if a limit is set, it will suggest 


that the government is prepared to tolerate 
- low levels of drug-taking. That would run — 
counter to the anti-drug fundamentalism 
of Tony Blair's government. Jack Straw, the 
. home secretary, fiercely denounces the ef- 


fects even of cannabis. His position has not 
been altered by the fact that his own 17- 
year-old son, William, spent some time in a 
police station over Christmas after alleg- 


-edly selling some cannabis to an under- 


cover reporter from the Mirror. Indeed, Mr 





PACK in the 1980s, the Labour Party 
LJ promised to abolish private educa- 


ion. Under Tony Blair it appeared to have 


noved to a policy of grudging acceptance. 
f private schools. But now the government - 


ias embraced something which is 
xotentially far more radical. On Jan- 
iary 6th Professor Michael Barber, 
t$ special adviser on education, an- 
iounced that private firms would be 
nvited to run failing state schools. - 

Mr Barber's speech, at the annual 
North of England Education confer- 


nce in Bradford, horrified local- x hi 


ouncil leaders and teaching | 
inions—especially when he praised... 
wo American schemes in which. 
chools were taken over by a soap: 
naker and a management consul- 
ancy. Under Labour's plans, private 
irms are being invited to take part 
n creating 25 "education action 
ones”, each with about 20 schools, 
n areas where pupils do badly. Each 
one will be controlled by a commit- 
2e.of parents, teachers, councillors 
nd. businesses. But, as Mr Barber 
nade clear for the first time, the pri- 
ate firms will actually be allowed to 

ke over the running of schools and 
st to provide support services. 
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Schools in the action zones may be allowed 

to drop both the national curriculum and 
“the national agreement on teachers’ pay 
and conditions. 


In America, attempts to bring private 





bat independent 


Straw’s position may now be set in stone. 
. On sth January, Keith Hallawell, a police- o 
. man who opposes the decriminalisation of. . . 
v cannabis, was appointed as the govern- 
| ments first drugs tsar. 
© Faced with this difficulty, ministers 
promise to “consult”. But one decisive fac- 
_ tor may be the tensions between the police - 
. and many drug-using young people that - 
— would result from zero tolerance. If the 
forces of law 'n' order do not back zero lim- ` 
its, ministers may feel that they have been 
let off the hook. 
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schools, while parents with vouch 
shopped around for the best education 
their children. Some American cities—suc 


scheme last year found that the private 
schools involved provided a better educ 
tion at a lower cost than the state ones. But 
Labour is not yet ready for this. Despi 
warming to the idea of private-sector il 
volvement in public services, it recent 
abolished the Tories’ voucher scheme f 
nursery education. ; 
Mr Barber says several firms have 4 € 
pressed an interest in running Britis 
schools, including banks and insura 
firms as well as those already involved it 
education. They include: Nord Anglia, a 
stockmarket-listed education conglomer- 
ate which owns a chain of priva 
schools; cfs, a not-for-profit: fir 
which runs careers-advice service: 
and carries out school inspections; 
and Capita, a management-services 
firm (which, paradoxically enough, 
operated the very nursery-vouchers 
scheme, which Labour has just | 
scrapped). Y 
While businesses may well be E 
willing and able to turn around fail - 

^ ing schools, it is likely that, as in © 
America, the education establish- 
ment will fight bitterly to keep them _ 
out of the classroom. Teachers 
unions have indeed already de- 
nounced the new scheme. But the- 
idea is a good one, and should be | 
tried. Supporters of private schools 
argue that they get good results be- 
cause of superior teaching and mà 
agement, not simply because the 
get the most able and privileged 
pils. Why not give them a i chant 
prove it? 
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| to preserve the Commons of yore. 
| She upbraids ministers who leak 
.i announcements. outside. it. 
| seeks to. preserve the convention 








| the House. Today, “the lobbies, 


| on seem silent and mournful.” 


R,” wrote a distinguished professor in the. Times shortly 


€ é 
` E the Commons' three-week Christmas recess, "On 
December 5th, I attended a debate in the House of Commons on 


children with special educational needs... From my position 
in the Strangers' Gallery, the number of members I counted in 
the chamber throughout the debate ranged from 7 to 15." 

Is this not a shame, nay a scandal? Should not the green 
benches be packed as legislators debate such issues? Is not Parlia- 
ment, which reassembles after the recess on January 12th, a de- 
funct institution? __ 

Yes it is, says the conventional wisdom. Andrew Marr, the 


editor of the Independent, earlier wrote an icai column ER 


ploring the "loss and abandon- 
ment" that characterise today's. 
Commons. He recalled great days 
of the 1970s and 1980s, when par- 
liamentarians such as Enoch Pow- 
ell and Michael Foot slugged it out 
with ministers across the floor of 


bars and corridors which in the — 
1980s were crammed. with plot- 
ting members, hacks and hangers- 


Betty Boothroyd, the speaker, l 
fights a sustained rearguard action 


She 


that says constitutional — bills 
should be debated in detail on the 
floor of the House, though she has 
failed to prevent parts of the Welsh 
devolution bill being taken. in 
committee upstairs. She growls at 
the BBC for daring everrto float the 
possibility of moving its “Yester- 
day in Parliament”. programme 
from its prime morning slot. — 

In all her agitations, the 
speaker is backed by a dark army 
of parliamentary clerks. They are 


tect their otherwise redundant jobs. 
Oh for the Golden Age of Parliament! But when was this? 
When it cut off Charles I's head? When Gladstone spent the 


| small hours declaiming endlessly to its members (and even lis- 


tening to their replies)? In the 1970s and 1980s which Mr Marr 
remembers so fondly? | 

Hardly the last. Parliament was ghastly in the 1970s, and 
worse in the 1980s. In the 1970s James Callaghan, lacking a ma- 


| jority, had to court the Commons. Margaret Thatcher as prime 
| minister cared not a fig for it. The plotting members, in both 


parties, were as tedious, self-important and ineffective a crew as 
ever populated a major institution of state. As for the Foots and 
the Powells, their speeches were theatre but little more; reading 
them today, one is struck by their high-blown vacuity. By joining 





| TEE er to oppose Lords penu. "a pee the indefensible 


= The golden age of the Commons 


ticeably, far more drunks. Annie’s Bar, where hacks and mem- 


cent debates on nung and lone-parent benefits. But for the 





the great unfathomed power in Britain’s constitution. Erskine 
May, the Commons’ procedural bible, clasped : to their bosom, - 
bewigged, bejewelled, bepomped, they hang on to traditional . 
forms like the most Luddite of trade unionists as a cover to pro- 


for three decades. 
. Comparing the 1970s and 1980s with today, there weter more 
MPs on the make, more part-timers, more time-servers and, no- 


bers mixed, was notable for the perpetual presence ofone monu- 
mentally tedious Labour alcoholic who, in between cadging 
drinks, spent his time pestering reluctant journalists to take him 
out to dinner. 

It is perfectly true that the chamber is not what it was. The 
lads and lasses assemble there for the weekly prime minister's 
question time; and they crowd in for big events, such as the re- 


routine debate, only those who in- 
- tend to speak tend to stay. Mem- 
bers are skilful at seeking the cam- 
era angles to disguise the paucity 
^ oftheir numbers from the viewing 
|^. public, but from the Strangers’ Gal- 
lery, it is an unimpressive sight. 
l But the chamber is bound not 
- to be what it was. It was suited for 
. great set-piece debates, in eras 
— when politics took place across 
. gaping class and ideological di- 
© vides. Modern politics and gov- 
ernment do not on the whole con- 
sist of such issues. Most of the job 
of the Commons comprises scruti- 
nising the executive and most of 
that comprises the consideration 


fessor attended not the debate on 


same subject in the Education Se- 
lect Committee, he would have 
formed a quite different impres- 
sion of Parliaments effectiveness. 


their constituency work, which 
grows and grows. From the high- 
and-mighty viewpoint of the na- 
tional media, this may seem triv- 
TE But tälk to.MPs and they tell of the job of helping constituents 
to tackle confusing bureaucracies and unfeeling bureaucrats. 


Would the nation really be better off if they instead spent their: 
‘time swelling the baying crew in the chamber of hot air? 

Once upon a time, the good vicar was the one who preached 
the best sermon. Now, it is not packing them into the pews that 


counts. The good vicar preaches the faith but he also visits the 
halt and the lame. He or she is an advocate for his local commu- 
nity and an ambassador for its weaker members. 

That is the way it should be with backbench members of par- 


liament. Their true worth should mainly be judged not by the. 


eloquence of their set-piece contributions on the floor of the 


House nor even by such influence as they exercise over great na- - 
tional policies. It lies rather in a slogging drudgery which im- - 


proves by inches the laws that govern and the lives led by the 


people who elected them. Parliament's true friends are those - 
who want it to evolve in ways that make it more effective in that | 
job, not those nostalgic for a largely mythical and iai irrecov- + 


erable past. 





of minute particulars. Had the pro- 


special-needs children on the. 
floor, but, say, hearings on the 


The other job which Mrs do is - 
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Absorb a book's most important ideas from 
eight pages, not hundreds! 


Now you can read — 
owe hest husiness books of 1997 
^o—jnjust 15 minutes each! 

Us the executive dilemma of the Nineties: 

| ee overload. 

"With all of your professional reading 
bu doit you probably find it impossible to 
keep up with the new business books. There 
vould he a simpler way. And there is. 


A systematic solution. 
^ Suppose you had an assistant who screened 
ind selected only the quality books for you. 


Who culled the most important ideas from each 


me, and compiled them into a neat little execu- 
‘ive summary. So you could 
1 working knowledge of the book's contents— 
in a fraction of the time. 

Now you can hire that "assistant." 
Soundview Executive Book Summaries. 

Every month. you receive quick-reading, 
ime-saving summaries of the best new 
yusiness books. Each contains all the kev 
Joints in the original book. But instead of 200 
‘0.500 pages, the summary is only eight pages. 
Instead of taking five or ten hours to read, it 
akes just 7/5 minutes: 





You'll benefit five ways. 


shortly after the debut of Executive 
aries The Wall Street Journal. 






obtain. 


| rapidly 


burdened executive... to what is becoming an 
increasingly irksome management problem: 
too much to read.” Here s why: 


4s 
x 


| 1. Gain a competitive edge. With the breadth — 


and depth of knowledge gained from books, 
it’s less likely that you'll bec 


economy and the business climate are 
ahead. Will you be ready? 


2. Get ideas you can use. Discover practical 


techniques vou can put to work immediately. 


3. Bolster your business confidence. You 
gain a real understanding of the key points - 


of the hottest new business books. When 
a title or author comes up. you ll be 
prepared to respond intelligently. 


. Learn more, remember more. According to 
studies published in psychology journals, 
you retain the content of a summary better 
than a book. 


5. Slash hundreds of hours off your reading 
lead! How Pues c you ! cracked « open 


a huge a We select the truly 
worthwhile titles—and discard the rest. 


How many of these outstanding 
books have you read? 


Here's just a sampling of the superb 
business titles we summarize for you: 


€ World Class Rosabeth Moss Kanter 

e Reinventing the Business Roy L. Harmon 

e Beyond Reengineering Michael Hammer 

* The Future of Capitalism Lester C. Thurow 

e Clicking Faith Popcorn and Lys Marigold 

e Getting Into Your Customer's Head Kevin Davis 

€ The Leader of the Future Hesselbein et al 

e The Loyalty Effect Frederick F. Reichheld 

e Transforming the Bottom Line Hope and Hope 

e... and many more! 

The books we summarize cover just about 

every subject vou need to know: Management 
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| T introductory Offer 


N YES send me Executive Title . 
| Book Summaries 


j for 14 months at only US$139 

] | 0509 0 MOX COR PACE- AMER e eet 
includes Airmail delivery. Also — 

| rush my FREE copy of Skills City 

į for Success. | may cancel at Zip/Postal Code 

i any time and receive a full 

* refund of the entire purchase Phone 

[ price. Whatever my decision, 

| everything | receive is mine to 

1 keep. Card No 

| EXECUTIVE Book SUMMARIES Signature 


|] 3 Pond Lane. Dept. SECO18 
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thousands of executives, in 136 countries, has 


> CALL 802-388-8910 


> ORDER via the Internet: 
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CO crean sad D mrs 


-Check enclosed, or, charge my: 13 Visa MasterCard JAmEx Dres 
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- Special introduc ory offer. 
plus two free bonuses! — 


One ye "ar of Ex xec utive Book Summaries is c 















FREE. "That's TE BONO for the : 
Youll also receive Skills for Success, pac! 
with the best ideas from past Summaries. 



















if at any time you are not 100% pleased, le 
know and we'll send vou a prompt and full refur 
the entire purchase price. 


The 30 best business books of the yea 
Reading time: 15 minutes each. Tens i 
















discovered this unique system for keepin 
informed and ahead. Nothing. else even cor 
close. diss ase respond today. 


| How to. begin: E 

> COMPLETE THE COUPON and mail to: 
Soundview: Executi ve Book Summaries, 
3 Pond Lane, Dept. SECO18. 
Middlebury, VT 05753-1164 USA 

_ 24 Hours a Day 

> PAX your credit card order to: 
802-388-8939 | 


http://www.summary.com (World Wide Web} 
OR e-mail: sales? summary.com. : 
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No more nine-to-five 


More and more companies offer services outside conventional working 
_ hours. Does that herald the arrival of a 24-hour world? 


'HEN, in Charles Dickens's “Christ. 
—¥ V mas Carol”, Ebenezer Scrooge awoke 
on Christmas morning from his series of 
.unpleasant nocturnal encounters, he 
opened the window and called to a passing 
dad to run and buy a large turkey for the 
-wronged Cratchits. Until recently in 20th- 
- century London, he might have had to set- 
tle for a few tins from an Indian corner 
shop. But changing consumer expectations 
mean that new 24-hour services are appear- 
ing. Around Christmas (though not yet on 
Christmas morning) modern Mr Scrooge 
would have a fair chance of picking up a 
battery chicken in a 24-hour supermarket, 
checking his bank balance, and buying in- 
surance for his car. 
In the United States, according to analy- 
¿sis by Harriet Presser of the University of 
“Maryland, one employee in five now works 
. mainly outside conventional nine-to-five 
hours; and one in three families with chil- 
ren is what she calls a “split-shift couple", 
one partner working chiefly outside 
daytime hours. 














In Britain, J. 


Sainsbury and Tesco, the two largest super- 
market chains, began in 1997 to experi- 
ment with 24-hour opening (old hat in the 
United States) mainly in the run-up to 
Christmas. In Germany, where until re- 
cently theonly shops open after hours were 
in railway stations, 24-hour banking and 
insurance have begun. 

Plenty of manufacturing industries 
have always operated around the clock. So 
have basic services such as power genera- 
tion, hospitals and policing. The novelty is 
in other services, especially financial ser- 
vices, computer-related facilities, retailing 
and entertainment. Increasingly, these are 
open all hours. 

Theoriginsofthis newer sort of 24-hour 
service go back to the late 1980s. Guy Whit- 
taker, head of global foreign exchange at 
Citibank, recalls opening "night" desks in 
centres around the world from 1987 on. 
This was something of a misnomer: "The 
mornings seem to have got earlier and the 
evenings later," he says, but the night re- 


mains quiet. All told, about 35 people, or 








aims © offer Lm servic 
where it can, calls between 
midnight and 6am are a tiny 
share of the total: 3% in the 
United States, 2.5% in Britain 
and 1% in sleepy Belgium. -© 

For smaller companies, of- 
fering such 24 x 7 service is a burden. So. 
Matrixx, which is based in Cincinnati, and. 
runs 21 call centres across the United States 
and Europe, provides overnight and week-. 
end cover for some firms that run their own 
service during the day. It also finds that 10- 
15% of its work is now replying to e-mail in- 
quiries, which come from all over the world — 
at all times of day and night. (Matrixx bene- - 
fits from the Mormon church’s prose- - 
lytising zeal: its call centre in Utah uses the 
language. skills of returning Mormon mis- 
sionaries to provide multilingual e-mail re- 
plies.) David Dougherty, the chief executive, ` 
says that the proportion of calls and e-mails — 
late at night was around 5% of the total five. 
years ago, and is now something like 15%. 

A few companies have begun to use 
time differences to allow them to provide 
better service overnight. Matrixx switches ^ ^ 
calls between its European and American 
centres, to bolster night-time cover. Citi- 
bank is considering a similar move. In Aus- 
tralia, Csi, part of an American company 
that installs building-management sys-.. 
tems, monitors temperature and condi- 
tions in an office building in Durban be- 
fore the working day ends in Australia and Es 
begins in South Africa. | 

In retailing, too, hours have grown. ; 
longer. The change is particularly striking: 
in Europe. Britain's J. Sainsbury regulari 
opens 50 of its supermarkets all night ot 
Friday, and opened 145 stores roun 
clock in the final three trading days befor 
Christmas. The main advantage, Says’ ler 

















































BUSINESS 


Wells, director of customer service, has 
been to take pressure off Saturdays, when 
many branches are uncomfortably con- 
gested. Planning restrictions limit 
Sainsbury's scope for physical expansion; 
longer shopping hours are an alternative. It 
costs little extra to serve late-night custom- 
ers, because stores are anyway manned 
during the night for deliveries and 
restocking. 


Back to bed 


Such changes, though, are not quite what 
they appear. Although figures are scarce 
and out of date, the growth in the availabil- 
ity of services has not been matched by an 
increase in the proportion of workers em- 
ployed overnight. Indeed, if anything, 
night work has actually been declining. In- 
stead, employment is growing at either end 
of the working day and at weekends. 

The most detailed study of night work, 
carried out by Daniel Hamermesh, an 


Return of the Beetle 


DETROIT 


HEY were slow, ungainly, noisy, 

smokey, cramped and freezing in 
winter. But to aficionados, these were en- 
dearing attributes of the Volkswagen Bee- 
tle, one of the most unlikely successes in 
American motoring. Nearly 20 years after 
the last of these chugging oddities was im- 
ported into the United States, they have 
become cult objects. Now vw is trying to 
surf a wave of nostalgia with a new Beetle 
unveiled at this week’s Detroit Motor 
Show. Outwardly, it resembles the origi- 
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Only skin-deep 





economist at the University of Texas at Aus- 
tin and published by the National Bureau 
for Economic Research, compared 1991 
with 1973 and found a marked decline in 
work between 7pm and 5am. At 3am, when 
fewest people are at work (and body tem- 
perature drops to its lowest level), 10% of 
men were at work in 1973; but only 7% in 
1991. 

Might the computer and the Internet, 
with their constant demands, have 
changed the picture since then? “I'd be real 
surprised," says Mr Hamermesh. Many of 
the services on offer around the clock as a 
matter of course in developing countries 
(such as Victorian England) seem to vanish 
with wealth. As workers grow richer, Mr 
Hamermesh argues, they use part of their 
extra earning power to buy more agreeable 
working hours. The smallest decline in 
night-time working has occurred among 
the worst-paid workers, and blacks have 
found it harder than whites or immigrants 


nal. Below the skin, however, the new Bee- 
tle is really another version of the Golf. 

Will a flashy piece of niche marketing 
and retro style put vw back on the North 
American map? That is what the first Bee- 
tles did after they spluttered into America 
in 1949. At the peak in 1968, over 400,000 
Beetles were sold in the country. A Beetle, 
called Herbie, starred in a series of film 
comedies. In “Sleeper”, a futuristic 
Woody Allen came across a long-aban- 
doned Beetle (it started first time). 
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to escape such work. 

In Germany, the pattern seems broadly 
similar. Gert Wagner, of the Deutsche 
Institut für Wirtschaftsforschung in Berlin, 
has compared working habits in 1990 and 
1995. His research shows little change in the 
pattern of night working, but an increase in 
evenings and a greater rise at weekends. As 
one might expect, much of the increase is 
concentrated in German service jobs, and 
is accounted for by workers who put in 
fewer than 14 hours a week. 

Indeed, the use of part-timers appears 
to be one of the chief differences between 
the new out-of-hours jobs and the older 
sort. Companies running supermarkets or 
telephone help-lines routinely use part- 
timers on their day shifts. This means that 
they are more likely to be able to offer flexi- 
ble night-time hours too. Matrixx, for in- 
stance, boasts 40 different shift patterns. 

That may be just as well. For the re- 
search on shift-working suggests that hu- 


On the strength ofthe car's success, vw 
opened its first factory in America. But 
these plants were to build the Beetle's suc- 
cessor, the Golf, known in America as the 
Rabbit. The car never did as well as in Eu- 
rope. vw's fortunes declined, its factory 
was closed and plans for a second were 
abandoned. 

The new Beetle will be made in Mex- 
ico, with half the output of 100,000 a year 
destined for America (vw can hardly fail 
to exceed such a modest sales target). It 
started as a concept car, exhibited at the 
Detroit Motor Show four years ago. Such 
cars are little more than mock-ups, but the 
Beetle attracted such rave reviews that vw 
decided to design a car for production. 
Customers were invited to submit ideas 
and they asked vw to stick to the spirit of 
the old car. As well as echoing the classic 
coleopteran form, the Beetle will be ad- 
vertised with a 1960s flavour (*More 
flower, less power,” says one slogan). 

vw hopes that all this nostalgia will 
draw attention to the rest of its—more for- 
ward-looking—range. ^ Vowing that 
"Volkswagen will never again be the one- 
car Beetle company," Ferdinand Piéch, 
vw's chairman, wants to hook young buy- 
ers with new Beetles and have them trade 
up through the range, starting with Passat 
compact saloons. So the new Beetle is 
pretty cheap, at around $15,000. 

In fact, vw is already reviving in 
America. Sales last year doubled to 
200,000 from their low point. But it is 
likely to be a long time, if ever, before vw 
attains the popularity enjoyed by its un- 
gainly little Beetle back in the era of | 
cheesecloth. It was the only small car 
available in those days, before the Japa- 
nese arrived. No longer. 








ight, says Simon Folkard, who studies 
1ift-work from the University of Wales in 
wansea. Workers on night shifts generally 
et less sleep, and sleep of worse quality, 
ian day workers. Th ave Vn acci- 
-dents-up to 80% m 
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“other, deca are fewer such 
opportunities these days, 
-and there were a host of 
“other bidders interested in 
" Sidor. If Mr Mittal bid high, 
- he risked straying from the 
- low-cost formula on which 
. Ispat has thrived. Mr Mittal 
_ resisted temptation and the 
plant was duly sold to a 
“South American consor- 
“tium bidding $2.3 billion— 
amore than 50% above the asking price. 

“= This was a disappointment for the man 
f whi makes no secretofhis aim to build the 
- world's largest and best-managed steel 
- maker. But it is unlikely to hold him back 
-for long. Having split his businesses from 
the family firm a few years ago, Mr Mittal 
“hás built Ispat into a company with a mar- 
“ket capitalisation of roughly $3 billion and 
- met sales of $2.7 billion in 1996. His LNM 
Group, which bundles publicly traded 
. Ispat International with private operations 
"in such places as Kazakhstan, has capacity 
/. of 15m tonnes and a geographical spread 
«from Mexico to Germany and Indonesia 
"that is unmatched in the industry. 

Mr Mittal's secret is a combination of 
"technological vision and managerial good 
“sense: He was among the first to spot two 
rends in steel-making technology. One was 
hift from traditional blast furnaces to 
maent mini-mills, which were 









PE car dae vari anne 


fourth night shift in a row as on the first. 
Other work, collected by Circadian In- 


n beings are. illadapted to woe vat 











formation, a consultancy in Cambridge, 
Massachusetts, suggests people who work 
on shifts also suffer more ill health. 

"We are diurnal animals," says Profes- 
sor Folkard. Just as well. So long as only 
insomniacs and travellers want to buy car 


insurance at 3am, working in the dead 


hours will probably continue to be the lot 
of only a small minority of workers. 
"— —— — Aa 





championed by America's Nucor. Except 
for the giant Kazakh blast-furnace, nearly 


. allof unm’s plants are mini-mills. In the in- 
“dustry as a whole, mini-mills share of 


world output has climbed from 14% in 


1970 to 35% now, and analysts believe that 


it wil il grow further. 

Mr Mittal also realised 
that the price of the raw ma- 
terial for mini-mills—steel 
scrap—would rise as more 
mini-mills were con- 
structed. He therefore in- 
vested in a substitute for 
scrap known as direct-re- 
duced iron (pRI), and now 
produces more of it than 
any one else. DRI cost about 
$95 a tonne in 1996, com- 
pared with $155 a tonne for 
the high-quality scrap that 
mini-mills mostly use, and 
$125 a tonne for the pig- 
iron used to make steel in 
blast furnaces. DRI is not a 
proprietary technology, but it is compli- 
cated and hard to copy. Ispat has two de- 
cades of experience; Scott Morrison, an an- 
alyst with Donaldson, Lufkin & Jenrette, an 
American investment bank, thinks that its 
lead in pRI technology is "virtually insur- 
mountable for the foreseeable future", 

Managerially, Mr Mittal has been no 


less astute. Rather than build mills from 


scratch, he has added capacity by scouring 
the world for underperforming mills that 
process DRI. He bought state-owned mills 
in such places as Ireland and Trinidad, and 
divisions of distressed steel makers such as 
Germany's Thyssen. Although he has ex- 
panded rapidly (see chart), he has not been 
spendthrift. Jeremy Fletcher of cs First Bos- 
ton reckons that, by buying poorly run 
plant, Ispat has invested less for each tonne 
of steel-making capacity than any other 
firm in the world—half of what has been 
spent by Nucor or Steel Dynamics, another 


be sold tends to be better run, and much of. 


steel plants Ec 
Of course, Eun buying d dud firms i 





tent. Separate teams | 
tants and German 1 
turn around a ste 
which was. losing $ m 
took control in 198! 
spent $10m fitting the e 
to unblock bottlenecks. Thre : 
production had doubled and, within hi 
year, the plant was profitable. Similarly, 
Ispat said on January 7th that it will spend 
$40m modernising the mills it bough 
from Thyssen in October last year. — 
Other results have been just as dra 
matic. At its Mexican plant,-for example 
Ispat has lifted production from a quarte 
of its original capacity to well over 100% 
and is now boosting it further. In Kazakh 
stan, a loss-making $450m venture tha 
many judged risky even by Mr Mittal’s owt 
standards, productivity has improved by: 
quarter and output by more still. Mr Mitta 
estimates that the Kazakh works made ; 
profit of $90m in 1997, double what it: 
made the previous year—Mr Mittal's first as : 
the works' owner. 


Mittal's mettle 


The question now is whether Ispat can con- 
tinue to expand by following this ap- 
proach. There are fewer cheap acquisitions 
around these days—as the Venezuelan pri- 
vatisation suggests. Capacity that might yet 


it is in mature, more competitive markets, 
such as Europe and America. 2 

Mr Mittal is characteristically un- 
bowed. “Emerged, emerging or submerg- 
ing markets: they all represent opportunity. 
to me," he says. In the developed markets: 
Mr Mittal points to his successes, such as. 
Hamburger Stahlwerke, once a municipal: 
works, which he turned around. He also _ 
thinks that the United States’ steel industry. = 
is ripe for restructuring. He may be right: 
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Bethlehem Steel announced a bid for Lu- 
kens in December and the pressure will in- 
tensify if Nucor and Canada's Ipsco pro- 
ceed with plans to add capacity they 
announced on January 6th. 

But Mr Mittal is not alone in predicting 
a bright future for Ispat. Mr Morrison of 
Donaldson, Lufkin & Jenrette thinks that 
Ispat has a third strength to add to the qual- 
ity ofits technology and management. This 
is geographical spread. As soon as Mr 
Mittal acquires a firm, he redirects sales 
and purchasing internationally in order to 
fetch the best prices. In Kazakhstan, this 
meant shifting four-fifths of sales from bar- 
ter to hard-currency exports. His Mexican 
operations shipped 62% of its output to 
Asia in 1992, but when prices there fell in 
1994, it diverted that steel to the booming 
American market. 

With so much of the world to conquer, 
Mr Mittal has finally eased his grip on his 
company. Seeking better access to capital 
markets, he moved his headquarters to Rot- 
terdam in 1995. Ispat's first 1PO last August 
was eight times oversubscribed. Analysts 
lavish praise. “Arguably the best steel com- 
pany on the planet," says one. "The most 
dynamic major steel company in the 
world," agrees another. Indeed, hubris 
threatens to become Mr Mittal's chief ene- 
my. Which is why walking away from Ven- 
ezuela empty-handed was probably not 
such a bad sign after all. 
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Netscape 
Growing up, 
siowing down 


EW companies, if any, have grown more 

rapidly than Netscape, the firm that 
brought the Internet to the mass market 
when it launched its Navigator browser lit- 
tle more than three years ago. At the compa- 
ny's base in Silicon Valley, the frenzy of re- 
cent construction is evident from the rows 
ofshiny new low-rise buildings, haphazard 
sign-posting and unfinished landscaping. 
However, with Microsoft as a relentless 
competitor, Netscape has now seen that 
growth collapse. 

This week Netscape issued a warning 
that its fourth-quarter results, to be re- 
ported on January 27th, will show a loss of 
up to $89m, including $35m to pay for lay- 
offs and office closures. Investors reacted by 
pushing the company's already fragile 
share price down by 21% (see chart). Al- 
though it was no surprise that Netscape 
was hurting from Microsoft's onslaught in 
the browser market, there was shock at both 
the extent ofthe decline in its browser reve- 
nues and the difficulties with Netscape's 
proposed solution to this problem selling 
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packages of browsers and 
servers to companies that are 
keen to build their own pri- 
vate mini-Internets. 

In early 1997, Netscape 
was still getting more than 
halfits revenues from browser 
sales. Today, the share of what 
the company now calls 
“stand alone” browsers— 
those that compete directly 
with Microsoft's Internet Ex- 
plorer—is 13% and falling. 
Meanwhile, Netscape is 
discovering that closing big 
deals with firms is harder 
than simply selling software 
from its website. And whereas 
competition in the corporate- 
network market may not be as 
bizarre as it is in browsers— 
nobody is giving products 
away—it is still fierce. Apart 
from Microsoft, other heavy- 
hitters, such as 1BM and Ora- 
cle, while generally well-dis- 
posed towards Netscape, 
nevertheless tend to protect 
their turf vigorously. 

It is hard to gauge whether 
this latest reverse will endure. 
Not yet four years old, 
Netscape has already had more excitement 
in its short life than companies many times 
its age, an example of the phenomenon 
known as “Internet time” or “dog years”. A 
mere two years after it was formed by Jim 
Clark, a computer-industry veteran, and 
Marc Andreessen, the 24-year-old "über 
nerd", Netscape had a market value of $6 
billion. Just a few months later, after 
Microsoft launched its third and fully func- 
tioning version of Internet Explorer, Net- 
scape's value fell by half and the obituaries 
were being penned. 

Nine months and several more bad 
Nasdaq days after that, the consensus 
shifted again. Netscape had a stellar brand, 
went the thinking, 4m people visited its 
famous website each day, and it had re- 
cruited a 1,000-strong army of the best 
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Uber-nerd Andreessen 


young developers and programmers in the 
Valley. Mr Andreessen, still only 26, was 
also beginning to sound like Bill Gates, 
mixing geekspeak with the language of cor- 
porate strategy, all mouthed at the broad- 
band speed expected of one of the Valley’s 
business brains. As firms everywhere 
scrambled to “webify” themselves, as Mr 
Andreessen describes it, why should they 
not call on the first company to a build a 
business both on and from the Web? 

That was last year, a long time ago. To- 
day, Netscape is sadder, weaker and wiser. 
Time might help the firm to understand 
how to sell to companies and to work with 
partners, but nobody is suggesting any 
quick fixes. Some analysts believe that it 
should again start giving its browser away, 
as it did originally, and as Microsoft still 
does with Internet Explorer. Netscape has a 
chance to rebuild its market while a recent 
court ruling that prevents Microsoft from 
bundling its browser with its Windows op- 
erating system is still in force. 

It could also prevent Netscape's share 
from falling below the psychologically crit- 
ical 50% level and maintain its presence on 
the desktop. That will hit short-term reve- 
nues, but it may be that Netscape's greatest 
strategic blunder has been willingly to sur- 
render the browser market and the crucial 
presence on the desktop that comes with it. 
A danger is that the firm's bright young de- 
velopers may begin to abandon ship. As 
one venture capitalist in San Francisco 
puts it: "Right now, those guys' stock op- 
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HE fate of telecommunications pol- 
icy in the United States looks more 
nd more like Jarndyce v Jarndyce, the 
lawsuit from hell that Charles Dickens de- 
~ scribes in “Bleak House". On New Year's 





“court of Dallas, declared the key provi- 
sion of the 1996 Telecommunications Act 
< to be unconstitutional. The law, he ruled, 
was unfairly punishing the regional Bell 
yperating companies (RBOCS) by prevent- 
- ing them from entering America's long- 
© distance market. 

So Even the litigant, sgc Communica- 
tions, America’s biggest local telephone 
company, could hardly believe the scale 










anyone else. Once both the initial shock 
and New Years Day hangovers had 
- cleared, the expressions of bewilderment 
and anger came tumbling down around 
_ the judge's ears. 
l “Inexplicable and erroneous,” cried 
AT&T; “I am extremely concerned,” in- 
“toned Bill Kennard, who is the ies 
of the Federal Communications Com- 
~ mission (FCC). "Bizarre", “loony”, "in- 
-. credible,” shrieked a host of others. While 
c SBC trumpeted its “victory for the con- 
sumer”, the other RBOCs adopted a more 
';cautious approach. The consensus was 
= that the ruling would almost certainly be 
- overturned in the appellate court. Until 
-< that court's judgment has been delivered, 
. the ruling might even be stayed because 
of its potential to derail irreversibly the 
liberalisation intended by Congress 
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~ Eve, Joe Kendall, a judge in the district 


of its success. Nor, for that matter, could - 


Electricity generation 


Nuclear winter 


Asia promised to be the richest source of orders for new nuclear: reactors. What 
I doi its current woes mean for the industry? ? 





-Å Asia’s economic turmoil, but few will 
feel as sorry for themselves as the world's 
builders of nuclear reactors. Of the 434 nu- 


< clear power plants operating worldwide, 
almost two-thirds are in Europe or North - 
America. Most of these will close by 2030 
and few will be replaced. Until recently it ae tt 

seemed that Asia would save the day: 17 of - 
31 plants under construction are east of © 
‘Suez, and most of the rest are in eastern Eu- 
rope. But now that Asia is in trouble, the nu- 


clear industry looks as if it will be dragged 


. down with it. 


* In South Korea, the long-term power pro- 


_ gramme, due to be published in December, 


was dun seas what Kun sae di- 


when it passed the 1996 act. 
Nevertheless, Judge Kendall and SBC's 
lawyers have succeeded in adding to the 
creeping sense of disillusion that now 
surrounds the legislation. It is essentially 
à deal to bribe the RBOCS to open their lo- 
cal monopolies to competitors in ex- 
change for access to long-distance ser- 





vices. The Dallas court ruling is not the 
first legal threat. Last year GTE, a local tele- 
phone company that recently bid unsuc- 
cessfully for MCI, a long-distance carrier, 
persuaded the 8th circuit court of appeals 
to rule that the rcc could not impose its 
definition of "cost"—rendering it almost 
impossible for new entrants to local mar- 
kets to reach "fair and final" interconnec- 
tion agreements with incumbents. En- 
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ernmentlinked banks. These are at th 
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in December Moody's, an American credit 














































term unsecured debt rating. This is espe- 
cially painful in the capital- intensive 
nuclear business. 
e Taiwan's fourth nuclear plant, first pro- 
posed i in D has only just resumed cot 





couraged by its success, Gre has filed | 
federal-court actions against the state reg- “| 
ulatory commissions in nearly all of the .- 
29 states in which it operates. i A 
Just before leaving office as chairman | 

of the rcc last autumn, Reed Hundt gave | 
a warning about the pernicious effects of | 
America's legal culture on the attempt to. 
liberalise the American telecoms market... 
Mr Hundt said that the act described a. . 
"paradise of open markets”. Instead, he | 
argued, Congress and the Fcc were like - 
the First Family of John Milton's "Para- - 
dise Lost", expelled from the Eden of 3j 
promised deregulation into the harsh | 
desert of the law with its thousand de- | 
vices of tortuous delay and tortured ques- | 
tioning of every phrase, word and punc- | 
tuation mark. . | 
So dense has the legal fog become that | 
the RBOCS appear to be betting thatsheer | 
frustration may. get them into long-dis-. | 
tance markets without having to meet—àt — 
| 

| 

| 

! 

| 


local markets demanded by the Fcc. They >) 
may be right. The rcc and the act's sup | 
porters in Congress feel under growing -| 
pressure to show some results by the end | 
of this year. That may mean allowing at |. 
least one RBOC to compete in long-dis- | 
tance telephony. If so, it is most likely to | - 
be one that has made some show ofopen- |» 
ing its market, such as Ameritech or Bell | 
Atlantic, rather than the litigious ssc. | 
SBC's legal success could also rebound. 
in another way. This week it announced a 
$4.4 billion merger with sNET, a Conne 
icut carrier. That will require regulato 
approval. Expect the wheels to imd wi 
Dickensian tardiness. 
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Reactionary in China 


struction after a ten-year hiatus. Local pro- 
tests have also prevented Taipower, the 
national utility, from designating a nu- 
clear-waste site, even though a $92m bribe 
was part ofthe package. In addition, the op- 
position party, which has done well in re- 
cent elections, is sternly anti-nuclear. 
* India favours home-made reactors even 
though these work at only a fraction of their 
theoretical capacity (under 30%), because 
engineering and maintenance are weak. In- 
dia cannot import technology to improve 
its record unless it signs the Nuclear Non- 
Proliferation Treaty, which it refuses to do 
unless Pakistan signs the treaty first. Ditto 
for Pakistan. 
¢ South-East Asian countries that were flirt- 
ing with nuclear power are now less keen 
on the idea. Indonesia passed an Atomic 
Energy Law a year ago to pave the way for a 
power station on the Mount Muria penin- 
sula in central Java; there were grandiose 
plans from the high-tech-loving research 
minister, B.J. Habibie, to build a dozen 
power stations by 2020, which would gen- 
erate a fifth of the country's power. Reality 
intruded with a collapsing rupiah, and the 
discovery of further massive gas reserves. 
Thailand said that it had identified four 
sites for nuclear plants (though it did not 
say where). But even before the baht tum- 
bled, its enthusiasm was fading, and the 
plans have been shelved. Vietnam has 
abandoned talks with South Korean sup- 
pliers to spend $3 billion on two plants. 
Only in China and Japan are nuclear 
hopes alive. Japan confirmed last month 
that it is planning 20 new nuclear power 
plants, though only one is currently under 
construction (see table) Nuclear power ac- 
counts for about a third of all Japanese 
power, and it is home to two-thirds of Asia's 
capacity. But the Japanese are beginning to 
question their officials' enthusiasm for nu- 
clear power. In August 1996, the citizens of 
Maki, in northern Japan, refused a nuclear 
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power plant in their backyard. Local resis- 
tance has also stalled construction on a site 
in Kyushu, in the south, Successive scan- 
dals, such as the failure to report coolant 
leaks, have since further undermined con- 
fidence in the industry. 

Such difficulties make building nuclear 
reactors more lengthy—and thus expensive. 
During the 1970s there were ten years be- 
tween the planning and commissioning of 
a new reactor, according to a government 
report published in 1996; by the 1990s, the 
period had more than doubled. 

China’s government worries less about 
public opinion, and the country gravely 
needs power. China plans to increase its 
nuclear capacity to 50 gigawatts by 2020 
(up from 2Gw now); by comparison, Brit- 
ain consumes a total of about 70Gw of 
power generated from all sources. That 
means dozens of new plants. 

But this may not provide reactor ven- 
dors with a bonanza. China is brilliant at 
playing one supplier offagainst the other to 
keep profit margins thin. In its most recent 
deal, it even managed to get cash-strapped 
Russia to extend a line of credit. "Compa- 
nies will not make big fortunes out of 





Russian industry 





Nuclear reactors, at Nov 24th 1997 
Operating Under 
construction 
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China,” says Steve Kidd, a researcher 
at the Uranium Institute in London. 
"It's more a matter of keeping work- 
ers trained and plants ticking over." 
And in the longer run China wants 
to have a nuclear industry of its own, 
as South Korea already does: western 
suppliers risk building themselves 
out of jobs. 

Theoutlook for nuclear suppliers 
may not improve even after Asia re- 
covers its economic footing, if, as 
seems likely, one outcome of the re- 
gion's present turmoil is an end to 
cheap government-allocated credit. 

All this is bad for western compa- 
nies such as ABB, Siemens, GE and 
Framatome, but it may well be good 
for Asia. Nuclear energy consumes 
huge amounts of up-front capital ($2 
billion or so for a 1,000 megawatt 
plant) for dubious economic returns. 
Whether nuclear power is competitive with 
conventional sources of power generation 
depends on assumptions about the cost of 
money, environmental damage and the fu- 
ture price of fossil fuels and technology. But 
it is clearly not cheap. 

One advantage of nuclear power is, of 
course, that it does not produce greenhouse 
gases, emissions of which the rich world 
has just promised to cut. But with prices for 
renewables falling, the continuing devel- 
opment of fuel cells, the discovery of ever- 
larger oceans of gas, and the remarkable in- 
creases in the efficiency of gas-fired plants, 
emissions can be reduced without going 
nuclear. Anyway, there are also less dra- 
matic, and better, ways of coping with the 
need for power. The Bank of Korea, for ex- 
ample, noted in early 1997 that South Ko- 
rean manufacturers used almost twice as 
much energy to produce $1m worth of 
goods as did their counterparts in Japan. 
And simply eliminating subsidies on en- 
ergy ($120 billion in poor countries) would 
go far to reduce consumption. For the mo- 
ment, neither Asia nor global warming 
seems ready to throw a lifeline to this belea- 
guered industry. 
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Socialism in one company 


NORILSK 


Many Russian companies are being held back by responsibilities that they 


took on under communism 


T THE top of Lenin Street, a block of 
stone commemorates the new Soviet 
men and women who came to this grim 
sliver of Siberia to build Norilsk Nickel af- 
ter Stalin's death. Not for much longer. In 
1998, the monument will be rededicated to 
the real pioneers—the hundreds of thou- 


sands of slave labourers who first broke this 
frozen earth back in the 1930s. 

Changing a monument is easy enough. 
Norilsk’s other Soviet legacies, unfortu- 
nately, have proved more difficult to re- 
verse. One of these is the Soviet-style wel- 
fare state, in which companies supplied 
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not only goods, but social services too. In a 
command economy, this was just about 
workable; in a market economy, it is not. 
Norilsk Nickel employs 18,000 people 
whose job is to run an elaborate infrastruc- 
ture of housing, health care, saunas, sports 
clubs, holiday homes, day-care centres, and 
even pig and dairy farms. But Norilsk Nick- 
el's operating profits have been dropping, 
and paying for the whole city's health and 
holidays is a financial drain that the com- 
pany can ill afford. For the first nine 
months of last year, analysts estimate No- 
rilsk Nickel made perhaps 15 trillion rou- 
bles ($260m) but had to spend at least that 
much on social benefits. Norilsk Nickel's 
total debt is inching towards $2 billion. 

Uneximbank, the capitalist firm that 
bought 38% of Norilsk Nickel for $618m in 
a controversial auction last summer, wants 
Norilsk Nickel to get out of social work. It 
would like the government in Moscow to 
renovate Norilsks amenities and then 
transfer them to the city. The city, which 
dominates the region of perhaps 250,000 
people, is less enthusiastic. It would rather 
use several trillion roubles of federal 
money to pay for the resettlement of per- 
haps a third of Norilsk's residents. Moscow 
insists that the city and plant need to work 
out their problems before it will offer a ko- 
peck; there is no allocation for Norilsk in 
the 1998 draft budget. 

Norilsk is in no position to take up the 
slack if Norilsk Nickel stops providing ser- 
vices. And there is little hope of attracting 
new business to such a cheerless place, 200 
miles (320km) north of the Arctic Circle, 
where male life expectancy is 50 and the air 
is grubby with pollution. The main smelter 
belches seven times more sulphur di- 
oxide than America's entire metals 
industry. The natural environment 
is no kinder. In the few weeks of the 
year that Norilsk is not freezing, 
mosquitoes whine through the acrid 
air. 

Town and plant are inseparable. 
Norilsk employs a total of 110,000 
people—everyone in Norilsk, that is, 
less a few kiosk vendors—and ac- 
counts for 8096 of tax revenues. With- 
out investment to spruce up its de- 
teriorating plant, Norilsk Nickel will 
become uncompetitive, despite its 
stock of natural resources. This con- 
sists of the world's largest nickel re- 
serves (35% of world nickel supply), 
10% of the world's copper, 40% of its 
platinum, and substantial deposits 
of cobalt and palladium. Social bur- 
dens make it difficult to finance such 
investment, as even Norilsk Nickel's 
trade-union representative, Valery 
Melnikov, acknowledges. But if the 
company does not pay for these ser- 
vices, who will? 

That unhappy question is being 


asked in company towns across Russia. As 
late as 1993, social benefits accounted for a 
third of Russia's total wage bill and more 
than 10% of industrial employment. Since 
then, there has been a general redistribu- 
tion of company responsibilities to indi- 
viduals and local and national govern- 
ments. More than half of enterprise-owned 
housing stock has been privatised since 
1992. Many kindergartens, another com- 
mon enterprise-provided benefit, were ei- 
ther shut down or transferred to local au- 
thorities. Holiday camps were closed or 
sold to private companies. Houses of cul- 
ture were often turned into casinos. Hospi- 
tals and clinics mostly stayed open, but are 
run by local government and financed 
through health-insurance premiums. 

It is one of Russian capitalism's many 
quirks that the least successful companies— 
the lumbering state enterprises—tend to of- 
fer the most generous benefits. Fewer than a 
quarter of private companies started since 
1991 provide child care, for example, 
whereas two-thirds of state-owned smoke- 
stack industries do. 


Bad times 


For all its bleakness, Norilsk Nickel can ex- 
pect to muddle through. Moscow has desig- 
nated it a strategic asset and therefore will 
keep it from collapsing. Its technology and 
management are not too terrible: produc- 
tion rose 15% in 1997. Miners are unhappy 
with dirty and unsafe working conditions, 
but reasonably co-operative. Of the six 
strikes since perestroika, none has affected 
production. "Operationally, its very effi- 
cient," says James Fenkner, managing part- 
ner of CentreInvest Securities in Moscow. 


Penthouses in Norilsk 


BUSINESS 


"It's above the ground that's the problem." 

In the short term, some social services 
will be shut or privatised and others scaled 
back. Local government will gradually as- 
sume new responsibilities. And residents 
will cover more of their costs, which many 
can afford to do. Wages have always been 
high to lure workers. A miner makes about 
$600 a month—when wages are paid, that 
is—more than triple the national average. 
The shops are hardly lavish, but residents 
can and do buy Belgian chocolates, Italian 
cheese and Korean VCRS. 

Eventually, though, Norilsk will have to 
shrink for Norilsk Nickel to prosper. The 
costs of providing social support for some- 
one north of the Arctic circle are about 
$2,000 a year more than elsewhere, where- 
as resettlement imposes a one-off cost of 
only about $4,000. Many residents came to 
Norilsk thinking that they would stay for 
five years or so, save some money and re- 
turn home. When the Soviet Union fell 
apart, they were stranded. Hyperinflation 
destroyed their savings; and if they leave 
Norilsk, they will have to find new work 
and buy or rent a house at market rates. 
Given encouragement, many of these un- 
happy souls, particularly pensioners, 
would be extremely happy to leave. The 
World Bank has offered to help pay for a 
resettlement programme, but the details 
are fuzzy. 

For company towns in the same situa- 
tion as Norilsk, but not as rich or impor- 
tant, the outlook is much worse. They will 
stop providing free social amenities, or 
they will maintain them and go further 
into debt. Either way, workers will ulti- 
mately be the biggest losers. 
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Serial entrepreneur 


How likely is Java, the Internet language, to fulfil its promise? The answer depends on 
corporate feuds, antitrust policy, luck—and people like Sharam Sasson 


NE day expense-account fiddlers 
around the world may curse Sharam 
Sasson. Mr Sasson recently set up Extensity, 
a software firm from Emeryville, across the 
bay from San Francisco, whose main prod- 
uct is an Internet-based program for manag- 
ing corporate expenses. It allows people to 
file their expenses from anywhere they 
want, automatically incorporates their 
credit-card bills, asks about irregularities 
(“Why did you spend more than $100 on a 
hotel?”), passes on the claims and the ex- 
cuses to the relevant manager, and finally 
tells the accounts department what to pay. 
If somebody had to dissect Silicon Val- 
ley man, then Mr Sasson would be a good 
specimen. Born in Iran, he eventually went 
to university in Berkeley to study engineer- 
ing, after spells in Israel and London. He 
worked at Lockheed Missiles *until peace 
broke out", and then, together with his three similarly techno- 
logically inclined brothers, set up Scopus Technology, a software 
company which is now worth $289m. A self-confessed "serial 
entrepreneur", Mr Sasson left the family business on December 
31st 1995, promising his wife that he would take a rest. Instead, 
on January ist 1996, he started talking to Hummer Winblad, one 


| of the area's leading venture-capital firms, about starting 





Extensity. 
The “Extensity Expense Reporter" is still being developed. 
But it has two selling points: for a big company it is said to be 
around 75% cheaper than the current paper-intensive way of 
dealing with expenses; and, because it is written in a new open 
Internet language called Java, it can speak to all the different 
pieces of computing k:t that the average bid company has col- 
lected—laptops that use Microsoft's Windows, Unix-based work- 
stations and even the old 18m mainframe in the basement. 
From Silicon Valley's point of view it is this second point that 
really counts. Thanks to its ^write once, run anywhere" nature, 
Java is seen both as the next great technological springboard and 
as a way of breaking Bill Gates’s stranglehold on computing. Put 
Java, which was invented by Sun Microsystems, together with 
Netscape's web browser and you have the nucleus of an alterna- 
tive operating system to Microsoft's Windows. The idea of mak- 
ing money whilst putting to the sword the evil empire from Red- 
mond has proved intoxicating. There are now said to be 500,000 
developers at work on Java (see table), and plenty of money for 
Java projects. Indeed, Mr Sasson received some of the $7m that 
Extensity has needed so far from a special 
Internet fund set up by Kleiner Perkins 
Caufield & Byers, which one Microserf re- 
fers to sourly as the “Get Bill” fund. 
Unfortunately, two clouds hang over 
Java. The first is that, despite its status as 
the next cool thing, Java has yet to spawn 
any "killer applications"—or indeed killer 
companies. Hence the enthusiasm for 
firms like Extensity, whose technology 
may be dull, but whose market is at least 
clearly defined. Mr Sasson's expenses pro- 
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gram may seem mundane, but it looks use- 
ful; so does Extensity's other main product, 
a time-sheet that helps professional-service 
firms, such as lawyers and accountants, 
fleece their clients more efficiently. The Ex- 
pense Reporter is not a killer application for 
Java. But it isa very useful one. This year will 
see a flood of other Java-based applications 
that promise the scalability and security de- 
manded by businesses; and which will run 
on cheap "network" computers that keep 
their brains on the Internet, rather than on 
the desktop. 


The Gateskeeper 


Unfortunately, this is where the second 
cloud appears: Microsoft. It would be 
wrong to depict Mr Gates as "anti-Java"; his 
firm has several hundred people working in 
the language (see table). But Microsoft wants 
Java on its own terms: in particular it wants a Windows-oriented 
version of Java, based around its Internet Explorer browser. 

A full-scale standards war is in progress. Sun first sued 
Microsoft for allegedly contravening its Java licence by making 
it more Windows-friendly; now it is giving away software that 
lets developers get round the Windows version of Java. There has 
been a vicious war of words. For instance, Sun’s voluble boss, 
Scott McNealy, has compared Microsoft to the Soviet Union and 
is urging developers to bombard Mr Gates with hostile e-mail. 
And now the tussle has turned political, with the Justice Depart- 
ment forcing Microsoft to “unbundle” its browser from its Win- 
dows operating system. 

One might expect Mr Sasson to be a willing foot-soldier in 
the battle against Microsoft. But his attitude is more ambivalent. 
Yes, he would rather that “pure Java” triumphed, largely because 
of “write once, run anywhere”. Ifa Windows-oriented version of 
Java emerged, then he might have to rewrite about 10% of his 
program. But he describes that as “no big deal”. And, as one of 
those people who instinctively regard government as “the ulti- 
mate big company” and Bill Gates as “one of us”, he is very ner- 
vous about the Justice Department's intervening. “If Microsoft 
has violated antitrust laws then it should be punished,” he says. 
“But it should not be picked on.” 

In other words, Mr Sasson just wants to get on with his nor- 
mal life: developing programs, starting companies, even (occa- 
sionally) seeing his wife. There are plenty of people like him in 
Silicon Valley—and many of them are now involved in Java. In 
one way, this should give Mr Gates hope: 
despite his fight with Mr McNealy, many 
other entrepreneurs and software devel- 
opers are keen on reaching some accord. 
In another way, of course, the example of 
Mr Sasson is less comforting. A Silicon 
Valley that buzzes with oodles of venture 
capital and serial entrepreneurs like Mr 
Sasson will not make it easy for any domi- 
nant company to transfer a monopoly 
from the pc age into the more unruly era 
of the Internet. 
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A V. word for it: Torschlusspanik, liter- 
_ally the fear that the fortressed gates of 
“towns and cities might swing shut at night- 
"fall before the unhappy traveller could 
. reach safety. Right now, Europe's banks and 
insurers are suffering a nasty attack of 
- Torschlusspanik. The adoption of the euro, 
à single currency for much of Western Eu- 
rope, is less than one year away. The euro 
will quickly shrink the number of financial 
“firms Europe needs. It's already dusk, the 
- gates are closing and the crowd outside is 
-big and restless. 

The stampede for safety has already be- 
‘gun. Last year $107 billion-worth of finan- 
cial mergers were announced in Europe, a 
- record. This year promises many more still. 

European bank stocks are soaring (see 
chart), partly because investors are betting 
on a flurry of financial marriages. Take the 
50 biggest names in European finance, 
drop them into a hat and extract two at ran- 
- dom, and the odds are that there will be a 
mour swirling around the nana mar- 
ets that they plan to wed. 

Much of this is because of the euro. Eu- 
planned single currency has some 
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obvious nasty consequences for banks and 
insurers. It adds a hefty whack to informa- 
tion-technology budgets—the usual guess is 
an extra 3% to total costs over several years— 
as firms build the systems they need to han- 
dle business denominated in the new cur- 
rency. It reduces the number of currencies 
to trade, and hence the profits from cur- 
rency dealing. And it exposes many mar- 
kets to sharper competition. 
At present, bankers in Italy, 
Spain and Portugal, for in- 
stance, earn fatter margins on 
corporate loans than bankers 
in other lands. Once loans are 
denominated in euros, Italian 
and Iberian borrowers will 
find foreign bankers ready to 
offer them a better deal. 

The euro's less obvious 
consequences are nastier still. 
If the euro creates a Europe- 
wide bond market to rival 
America's for size and liquid- 
ity, big companies will be able 
to raise money for less. Small- 
er companies may be able to 
venture into the bond market 
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one of merger. . The first i is to crunch. to- 
gether similar firms within each domesti 
market, stripping out overlapping cost 
such as surplus staff and branches. The Eu 
ropean banking sector has long been rip 
fer such consolidation. Outside Britain, E 
rcpe is severely overbanked. Italy has 
bank branch for every 2,900 citizens, Ge 
many one for every 2,000 and Spain on 
per 1,100. America gets by with one branch 
for At 4,700 people. | 

Although British and American haik 
bosses have been pruning staff and 
branches through mergers, continental Eu- 
ropeans until recently thought this task be-- 
yond them. Powerful unions, restrictive la- 
beur laws and politicians opposed. to 
massive layoffs tied their hands, or so the 
claimed. But some banks are now showing 
that cost-cutting is not impossible in conti 
nental Europe. sBC and uss, two big Swiss 
banks which announced their merger in: 
December, plan to cut 7,000-0dd jobs from - 
their Plo banking operations, largely - 
by not replacing staff who leave. The bosses 
of two neighbouring German banks, Bayer- 
ische Vereinsbank and Bayerische Hypo- © 
theken- und Wechsel-Bank, which an= © 
nounced their merger in July, promise cost 
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savings of DM1 billion ($549m) per year 
within five years as staff and branches are 
slowly whittled away. 

The shackles that constrain this sort of 
merger still bind tightly. Matthew Czep- 
liewicz of Salomon Smith Barney, an Amer- 
ican investment bank, guesses that the two 
Bavarian banks ought to be cutting about 
twice as much fat out of the combined 
bank. In some countries, notably France, 
cost-cutting is still untested. One clue to the 
possibilities should come with the privati- 
sation this year of GAN, a French insurer 
whose bank, cic, will probably be sold sep- 
arately. If the buyer is a French bank, it will 
probably demand job cuts and branch clo- 
sures. If the government prefers a foreign 
buyer, that may indicate that layoffs in 
banking are still taboo. 


Broader ambitions 


The second type of merger combines differ- 
ent sorts of financial firms. This aims to use 
existing sales networks more productively 
by selling a greater variety of financial 
wares through them. In particular, 
bancassurance—the combination of banks 
with insurers—is at last taking hold. Last 
August, Credit Suisse, Switzerland's then- 
biggest bank, said it was merging with Win- 
terthur, the country's second-largest in- 
surer, and hopes to sell Winterthur's 
personal-insurance and savings products 
through bank branches. 

Those British banks which have not al- 
ready teamed up with insurers, such as 
NatWest, are keen to do so. Prudential, a big 
British insurer, may buy a bank or be 
bought by one. Last year, INA, an Italian in- 
surer, and BNL, a bank, together set up a 
bancassurance unit. The two firms also 
bought Banco di Napoli, and hope to sell 
insurance through its branches too. 
Bancassurers, like Belgium's Fortis and 
ING, based in the Netherlands, are also 
looking for new partners. 

The third type of merger, across borders, 
is the most ambitious of the lot. Of all the 
big European bank mergers last year, just 
two were between banks of different na- 
tionalities: ING's purchase of BBL, a Belgian 
bank, and the merger of Merita, a Finnish 
bank, with Nordbanken, a Swedish one. 
The selection of countries is telling. In Swe- 
den, Finland and the Netherlands, consoli- 
dation among domestic banks is largely 
complete, and the banks that have emerged 
are now looking for foreign partners. For 
the same reason, Swiss and Dutch banks 
are considered among the most likely buy- 
ers of other European firms this year. 

British banks are at a crossroad. 
Barclays has hinted that it would like a do- 
mestic merger, and is said to have held talks 
with its high-street rival, NatWest. But just 
in case antitrust authorities refuse to toler- 
ate a big banking merger, Barclays is also 
interested in shopping on the continent. It 


has even explored buying Crédit Lyonnais, 
the troubled state-owned French bank, 
when it goes on the block. 

Which mergers make the most sense? 
The benefits of the cost-cutting type are 
proven. As America's banks have consoli- 
dated over the past decade, their costs have 
fallen from 67% to 56% of income, making 
them among the most efficient in the 
world. By contrast, the average expense ra- 
tio among German banks is 65%, and 
among French ones 70%. 

Though theoretically appealing, banc- 
assurance is built on much shakier founda- 
tions. Consumers of retail financial ser- 
vices—a famously inert lot—may prefer to 
stick with their traditional insurers. Out- 
side France and Spain, where the idea has 
begun to take off among consumers, cross- 


East Asia 


selling banking and insurance products 
has proved difficult. 

Cross-border mergers are more difficult 
still, not least because taxes, regulations 
and consumer tastes differ greatly from one 
country to the next. Swiss and Dutch banks 
may justifiably claim no choice but to ex- 
pand abroad. Banks in Germany, where the 
market remains highly fragmented, have 
less of an excuse. But that has not stopped 
Deutsche Bank, for one, musing about à 
possible acquisition in France. Deutsche 
might do well to consider other cross-bor- 
der banking forays in Europe. These might 
have allowed managers to avoid facing the 
wrath of local politicians and unions in- 
censed by job cuts at home. Shareholders, 
however, have rarely seen any advantage 
from the bargain. 





Which way to safety? 


BANGKOK, JAKARTA AND SEOUL 


No one has yet offered a clear vision of how economic collapse can be halted 


VERY glimpse of light at the end of East 

Asia's tunnel has turned out to herald 
an oncoming train. Despite savage eco- 
nomic contraction and massive interna- 
tional intervention, the markets have con- 
tinued to pummel currencies and share 
prices. Further currency depreciation has 
in turn made the repayment of foreign 
debts even more improbable. This week the 
slide accelerated: some currencies fell more 
than 1096 a day against the American dollar. 
In Indonesia and Thailand, there was open 
talk that borrowers, and their governments, 
might simply default on their debts. 

Normally, crisis brings putative experts 
out of the woodwork to proffer solutions. 
In Asia, they have been notably absent. 
While the remedies currently on offer are 


clearly not working—the mixture of tight 
government budgets, high interest rates 
and liberalising economic reforms, supple- 
mented by loans arranged by the IMF, has 
failed to stabilise anything—it is not obvi- 
ous what would work better. Perhaps the 
most worrisome aspect of Asia's crisis is 
that no one seems to see a way out. 

Those who thought the worst was over 
thought too soon. On January 7th Indone- 
sia's rupiah fell 15% against the dollar, and 
it lost another 1896 on January 8th. This fol- 
lowed President Suharto's announcement 
of a government budget based on assump- 
tions that seemed to come from cloud 
cuckoo-land. He projected economic 
growth of 4% this year and an exchange rate 
of 4,000 rupiah to the dollar. Before he 





spoke, the rupiah had breached 7,000; on 
January 8th it hit 10,000, making it 58% 
cheaper than a month earlier, and 75% be- 
low its value last July (see chart). Few econo- 
mists expect any growth in 1998. 

In Malaysia, too, policy continues to 
alarm investors. The central bank is still 
suppressing interest rates and printing 
money to keep holed banks and companies 
afloat. Until this week, Malaysia had been 
thought to be in better shape than its neigh- 
bours by virtue of having less short-term 
foreign debt, but new figures from the Bank 
for International Settlements—hotly dis- 
puted by the government—show far more 
short-term debt than previously revealed. 
This knocked another 18% off the Malay- 
sian ringgit in the course of the week. 


More money please 


Things are still going downhill in South Ko- 
rea, which this week asked the 1MF to let it 
aim for slower economic growth this year. 
Even Thailand, where the troubles started, 
and where a new government installed in 
November has gained credit for confront- 
ing them, will have to renegotiate its agree- 
ment with the mF. The original agreement 
required Thailand to aim for a budget sur- 
plus of 1% of cpr this year, but assumed 
that the baht would be worth about 32 to 
the dollar and that the economy would 
grow a bit. On January 8th, however, the 
baht was trading at 54, and the economy is 
contracting fast, making those commit- 
ments impossible to meet. Thailand will 
probably need more loans beyond the $17.2 
billion already arranged by the IMF. 

Given that Thailand has, belatedly, 
done nearly everything that was asked of it 
without dispelling the economic gloom, 
some Thai politicians are arguing that the 
region's woes now need a regional, or better 
still global, solution. They are supported 
not just by their colleagues in neighbouring 
countries, but by a growing number of 
panic-stricken economists at banks, hedge 
funds and brokerages. Some predict, at 
best, a prolonged stagnation of the sort 
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Latin America experienced during its debt 
crisis in the 1980s. 

On one point, there is consensus: there 
will be no recovery without a degree of cur- 
rency stability. Without it, foreign inves- 
tors, however attracted they may be by the 
cheap prices devaluation has brought, will 
wait, knowing that next week assets will be 
cheaper still. But there is little agreement 
about how to put a floor under the ex- 
change rates. 

There is much talk of *concerted ac- 
tion" by the world's big economies. A Thai 
deputy prime minister has even called for a 
renewed "Plaza Accord", the 1985 agree- 
ment meant to stop the fall of the Japanese 
yen against the dollar. The nostalgia is un- 
derstandable: that pact was followed by a 
long period of strength for the yen and a 
boom for much of Asia fuelled by decep- 
tively low-cost dollar borrowing and big in- 
flows of Japanese investment. 

But it is not clear what a new accord 
would accomplish. Suggestions range from 
the underwriting of a new system of linked 
exchange rates to a big increase in the re- 
sources of the 1mF and the World Bank (so 
that, presumably, they can throw more 
money at Asia). Many economists would 
also like to see Japan commit itself to a 
whopping fiscal stimulus in the hope that a 
faster-growing economy could drag the rest 
of the region out of the mire. 

One brokerage, SocGen-Crosby, sug- 
gests creating currency boards in Asian 
countries. The model is Hong Kong, which 
introduced a currency board, tying its dol- 
lar tightly to the American dollar, amid a 
panic in 1983. Hong Kong keeps its dollar 
stable by backing each dollar's worth of lo- 
cal money by one American dollar of re- 
serves. But with their foreign-currency re- 
serves all but exhausted, other Asian 
countries would be hard-pressed to follow 
suit. A SocGen economist admits that in- 
stalling currency boards would be feasible 
only with harsh restrictions on the move- 
ment of capital, and that the boards, by 
holding down monetary creation, would 
necessarily limit economic growth. But, he 


Asia's downfall 
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says, "it's not about growth anymore; it's 
about survival." 

Restructuring foreign debt offers an- 
other way to stabilise exchange rates, be- 
cause demand for dollars to repay short- 
term foreign loans is a big reason for the 
relentless downward pressure on the cur- 
rencies. Asian borrowers would like rich- 
country governments to twist their banks' 
arms and force restructuring. So far, banks 
have been "rolling over"—renewing—large 
amounts of debt when they come due, but 
the process is haphazard and nerve-wrack- 
ing. South Korea nearly went bust over 
Christmas, and needs to refinance $24 bil- 
lion of loans, most of them owed by the pri- 
vate sector, before the end of March. Credi- 
tor banks have hinted they might be 
prepared to convert some of this debt into 
longer-term bonds, issued by the govern- 
ment. But this would effectively nationalise 
private debts, hardly a desirable outcome. 

Is there a feasible alternative? Desmond 
Supple of Bzw, an investment bank, fore- 
sees a more gradual outcome. The debt bur- 
den will ease as solvent companies restruc- 
ture their debt and insolvent ones go 
bankrupt. Meanwhile, imports will con- 
tract sharply. This will move the region 
from a current-account deficit to a surplus, 
causing the demand for dollars to subside. 
Along the way, of course, East Asia would 
endure an acute recession. And even Mr 
Supple admits that his scenario does not of- 
fer "the basis for recovery", just for less "in- 
sane volatility". Another light, then, that 
looks a bit like an oncoming train. 





American banks 
The January 
effect 


NEW YORK 


ANUARY is usually a good month for 

Wall Street. But 1998 has got off to a bad 

start, with the index juddering. Among 
the chief culprits are bank shares, which led 
the market downwards in the first few trad- 
ing days of the year. This came as a shock, 
since bank-share prices, driven by merger 
fever, have been among the market's stron- 
gest pillars, handily outperforming the 
Standard & Poor's 500-stock index. 

Are the good times over? Don't bank on 
it. The financial industry's merger wave has 
far to run, and profits remain strong. Many 
analysts are looking for banks to outper- 
form the s&P 500 yet again this year. 

What sent bank shares slipping was a 
bearish turn by Judah Kraushaar, a top- 
rated analyst with Merrill Lynch. On Janu- 
ary 6th Mr Kraushaar warned investors 
that some leading banks with big interna- 
tional operations, including Citicorp, 
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Looks bearish 


Chase Manhattan and BankAmerica, 
would meet their earnings projections for 
the fourth quarter of last year only by taking 
unusually large discretionary gains from 
selling securities. As the profit reports come 
in over the next couple of weeks, Mr 
Kraushaar expects to see “very weak” trad- 
ing profits. He also cut earnings estimates 
for 1998, citing worries about “deflation”. 
In particular, he forecasts, a generally lower 
level of interest rates will make it harder for 
banks to earn trading profits by exploiting 
the interest-rate differences on bonds of 
different maturities. 

Such fears are probably overdone. It ts 
certainly fashionable to talk about defla- 
tion: Alan Greenspan, chairman of the Fed- 
eral Reserve, gave a speech about it on Janu- 
ary 3rd, which prompted investors to drive 
yields on 30-year Treasury bonds to an all- 
time low of 5.72%. But deflation is so far the 
stuff of imagination, and more likely to re- 
main so than not. If there were a serious de- 
flationary slowdown, that would certainly 
make life trickier for banks, especially if it 
were to drag down economic growth. But 
bond trading provides only a small part of 
total profits. 

Moreover, the economic troubles in 
Asia that prompted the talk of deflation 
may start to work in favour of bank shares. 
Rafael Soifer, an analyst with Brown Broth- 
ers Harriman, reckons that most banks are 
less exposed to Asia than the market as- 
sumes. Shares should benefit as this be- 
comes clear. Some already have: on January 
7th, two investment banks, Morgan Stanley 
and Lehman Brothers, announced better 
than expected fourth-quarter earnings. 

Nor do fears about the big money-cen- 
tre banks justify bearishness about banks as 
a whole. Regional banks have little interna- 
tional or trading exposure and remain on 
course for strong growth, says Sally Pope 
Davis of Goldman Sachs. With credit-card 
defaults subsiding, no serious loan prob- 


lems are in sight. And the wave of mergers 
that has brought rapid consolidation in the 
industry and driven the rise in share prices 
shows no sign of slowing. Certainly, other 
industries look more likely to deliver nasty 
earnings surprises. Whether the price of 
bank shares will actually rise this year is an- 
other matter, however; on Wall Street now- 
adays, even the bulls describe themselves as 
“cautious”. 





Russian banking 


Too much 
trouble 


NOVGOROD 


Y RUSSIAN standards, the ancient city 
of Novgorod is a hotbed of capitalism. 
Two modern hotels greet international vis- 
itors in English and German. A strategic lo- 
cation on the main highway from Finland 
to Moscow has foreigners trawling for fac- 
tory sites. The mayor and the governor 
ceaselessly tout the virtues of free markets 
to anyone who cares to listen. 

From the modest headquarters of 
Novobank, though, those virtues are hard 
to discern. The bank’s capital, about $2m, is 
too small to allow for much lending. Its 
credit standards, tightened after big losses 
three years ago, require loans to be backed 
by collateral that is easy to liquidate—cash, 
for example. And when local businesses 
come knocking at the door, Novobank, 
truth be told, is less than eager to lend them 
money. “Enterprises are not ready for such 
loans,” says Marina Sulyarova, the deputy 
chairman. “The management cannot cal- 
culate how they will repay the loan. They 
have no business plan.” So in a country 
starved of capital, the bank has almost no 
one to lend to—and almost no way to grow. 
If 1998 is to be Russia’s first year of eco- 


W^. WT S 
i E2 


Opportunities at Novobank’s front door | 


nomic growth in over a decade, the Russian 
government will have to change that situa- 
tion quickly. 

Although Russia has nearly 1,800 banks, 
what they do is barely recognisable as bank- 
ing. Few of them solicit individuals depos- 
its, almost all of which are in the hands of 
Sberbank, the state-owned savings bank. 
They lend a little to businesses—often busi- 
nesses that belong to the bank-led indus- 
trial group—and almost never to individ- 
uals. The banks' main activities are trading 
currencies, holding shares and government 
bonds, and building themselves lavish of- 
fices. Any consumer who ventures near one 
will encounter high-security doors, guards 
wielding submachine-guns and demands 
to produce identification before getting 
anywhere near a teller window. "Most peo- 
ple do not see a bank as a way to solve their 
daily problems," says Alexei Grigoriev, 
chairman of sBs-Agro Bank in Moscow. 

This has become a serious drag on the 
economy. At the start of 1997, according to 
the most recent figures, banks' loans to non- 
financial companies equalled only 10% of 
GDP; in Poland and Hungary, by contrast, 
the ratio of loans to GDP is twice as high. 
Outside Moscow and St Petersburg, banks 
have been cutting back on credit rather 
than increasing it. When they do lend, re- 
payment is almost always due within a 
year. Long-term lending is all but 
unknown. 

From a bankers point of view, such 
conservatism is merely prudence. The 
banks are still feeling the after-effects of 
loose lending in 1992-93, which has left 
many of them with more than a third of 
their outstanding loans in arrears. Russian 
law makes it difficult to foreclose on prop- 
erty, and the lack of independent compa- 
nies to monitor creditworthiness forces 
hard-nosed bankers to keep their clients 
under close surveillance. To survive, "the 
banker must be in the client's hip pocket," 
insists Ludmilla Goncharova, the deputy 





chairman of Vozrozdeniye Bank in Mos- 
cow. No kidding: Vozrozdeniye scrutinises 
its borrowers’ deposit accounts to spot po- 
tential repayment problems early. 

Being tight-fisted turned Russia’s banks 
into money-machines. By taking low-yield- 
ing deposits from businesses and govern- 
ment agencies and investing the money in 
high-yielding government bonds, many 
banks earned more than 100% on equity in 
1996. The game ended in the autumn of 
1997, aS a surge in interest rates destroyed 
the value of those bonds and threatened 
mass insolvency. In the end, it appears that 
few banks went under. But the banks’ tribu- 
lations pointed up the fact that, aside from 
betting on interest-rate declines, most Rus- 
sian banks have little to rely on. 

Many, in fact, may be in very poor 
shape, though assessing how poor is hard 
because, for all the annual reports signed 
by western accounting firms, Russian bank 
accounting is extraordinarily murky. Many 
banks disguise bad loans on their balance 
sheets and keep contingent liabilities off 
their books entirely. Others have relations 
with industrial companies which are im- 
possible to disentangle. 

Consider Uneximbank, the largest Rus- 
sian bank and, by general consent, one of 
the best-run. Its boss, Vladimir Potanin, has 
built an empire that controls some of Rus- 
sia’s largest industrial companies, such as 
the Norilsk Nickel mines (see page 76) and 
Sidanko, a big oil producer. Many of these 
companies are listed on the Moscow stock- 
market. Uneximbank, however, holds no 
shares in any of them; its control is exer- 
cised through Interros, a holding company. 
Interros is not publicly traded, and a bank 
official says that because the group is not 
required to present a consolidated finan- 
cial report, Uneximbank is free to account 
for its Interros holding however it wishes. 
This robs the bank’s accounts of much of 
their value. 

The government is of two minds about 
how to deal with all this. On the one hand, 
it wants strong banks that can finance eco- 
nomic growth and force companies that 
borrow to operate in a business-like fash- 
ion. To that end, it has tightened financial 
regulation, increased capital requirements 
and, last year, encouraged banks to issue al- 
most $1 billion in dollar-denominated 
bonds to raise funds for longer-term lend- 
ing. On the other hand, it is happy for the 
commercial banks to buy government 
bonds and avoid competition with Sber- 
bank. Because the government keeps offer- 
ing bankers easy ways to make money on 
cheap funds and high-yielding bonds, 
banks “have yet to develop the skills to en- 
gage in effective project appraisal and 
monitoring" the OECD reported last 
month. In other words, lending money 
may be more trouble than it is worth. 





Peregrine Investments 
Talons pulled 


HONG KONG 


T HAS lost its independence, but at least 

itis still alive. Peregrine Investments had 
been teetering on the edge this past month. 
Just last November Zurich Group, a giant 
Swiss insurer, promised to pump $200m 
into Asia's largest investment bank outside 
Japan, in return for a 24% stake. At the time 
Peregrines chairman, Philip Tose, pro- 
nounced the move a vote of confidence. But 
the utter collapse of Indonesia's financial 
markets, where Peregrine's greatest expo- 
sure lies, threw a Swiss rescue in doubt. On 
January 8th, after the price of Peregrine's 
shares had slumped to nearly half what Zu- 
rich had said it would pay, the Swiss ex- 
tracted their price for continuing with the 
rescue: in return for buying into 
Peregrine, they would be taking 
fuller control. 

For years Mr Tose has been 
telling anybody who cared to lis- 
ten that the future of investment 
banking in Asia lay not, as in the 
past, with equities, but rather, 
with the issuing and trading of 
debt securities for Asian corpo- 
rate customers. If Mr Tose is right 
about this, then he is guilty 
merely of massive bad timing. 
Peregrine's equity business earns 
a respectable $50m a year, possi- 
bly the highest in the region. The 
firm's problems come mainly 
from having bet all to build up a 
fixed-income business. A debt 
team was poached expensively 
from Lehman Brothers, an American in- 
vestment bank, headed by a bright young 
French-Korean, Andre Lee. Mr Lee helped 
create an Asian junk-bond market from 
scratch, and Peregrine built a reputation for 
its skill at raising cash for fast-growing 
companies. 

For two years or so Peregrine issued 
debt paper for such companies with gay 
abandon: $2.6 billion in Thailand and In- 
donesia alone between January 1996 and 
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Risky business 
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August 1997. Starting last summer, though, 
investors started to shun the issues as Asian 
prospects soured. Even South Korea's un- 
discriminating banks—and perhaps Pere- 
grine’s most important fixed-income cus- 
tomers—lost their appetite for Asian junk. 
The result is that lots of paper got left un- 
sold on Peregrine’s books. How much pa- 
per it has, and how little it is worth, Pere- 
grine is not saying. But the prospect of 
widespread defaults in Indonesia almost 
certainly means that Peregrine will have to 
write off losses equivalent to a huge chunk 
of its $1 billion in equity capital. 

The near-fatal blow came from an Indo- 
nesian taxi and bus company, Steady Safe, 
that had ambitions to expand into such 
things as ferries. In the middle of last year 
Peregrine helped Steady Safe raise funds by 
issuing promissory notes, denominated in 
dollars, that it subsequently had a hard 
time selling. In recent weeks gossip, stirred 





by well-informed enemies of Mr Lee at Leh- 
man Brothers, has swirled about Pere- 
grine’s staggering exposure to Steady Safe. 

This week Peregrine has admitted it has 
a problem, and will not deny that it holds 
up to $270m of Steady Safe’s debt. The 
promissory notes are due for repayment 
starting in February, but Steady Safe is run- 
ning low on cash. On January 6th Indone- 
sian authorities refused it permission to try 
to sell new shares, increasing the chances it 
will default. 

The white knights in Zurich knew some 
time ago about Peregrine’s exposure to 
Steady Safe. What they did not anticipate 
was the Indonesian rupiah’s utter collapse 
since December. On January 8th Zurich 
and Peregrine appeared to have hammered 
out a new deal that enlarges Zurich's even- 
tual share in the company on far more fa- 
vourable terms, effectively allowing it to ex- 
ercise control. This brings to an end the 
proud independence of Asia's brashest in- 
vestment bank. Peregrine came very nearly 
to an end, full stop. 

















A sia crash? 


Disaster has spawned a new theory of financial crises 


ESS than two months ago, Bill Clinton 


4 dismissed Asia’s cürrency turmoil as - 


*a few little glitches in the road". Today, 
no one is so sanguine. The collapse in as- 
set prices, the extent of financial and cor- 
porate insolvency and the slowdown in 
economic growth across the region are 
much worse than expected. Economists, 
like everybody else, are scrambling to un- 
derstand why. — 

1 The most popular explanation is that 
| these countries are facing currency crises. 
|. Thailand was forced to abandon 

| its peg to the dollar in July 1997. 
- after a sustained speculative at- - 
| tack Others faced the same fate 
after their currencies became rel- 
atively less competitive. | Unfortu- 

| nately, this reasoning does not ex- 
| plain why South Korea, an 
m economy wholly different from 
others in East Asia, landed in 
| such trouble. Nor does it explain 
| why Asia' s currencies were sub- 































































* ofa currency crisis. The first is 
government profligacy. If a coun- 
try with a pegged exchange rate 
prints money to cover a budget - 
deficit, investors will prefer to 

| hold a less inflation-prone for- 
| eign currency, and foreign-ex- 

| change reserves will fall. At some 
point, speculators may assume 
that the country will no longer be 
able to defend its exchange rate 
and will attack the currency. This ex- 
; planation does not fit Asia, where bud- 
i gets are more or less in balance. 

| Currency crises might also occur be- 
cause pegging the exchange rate requires 


order to maintain the currency’s value. 
But as raising interest rates to protect the 
currency means slowing the economy, a 

government might at some point decide 


|. change rate is not worthwhile. If the mar- 

| ket doubts the governments commit- 
ment, then it will attack the currency. 
_ Again, this explanation does not fit Asia. 


countries have two characteristics i in com- 
mon. Throughout: the region a boom-bust 
l cycle in asset prices preceded: thecurrency 
| crisis. And in each case, banks and fi- 








1. Projects lie at tthe hea 


governments to use monetary policy i in 


that the pain of maintaining the fixed ex- 


Diverse as they are, the East Asian 


nance companies that lent: ono overly risky - 








an intriguing new paper* Paul Krugman 
of the Massachusetts Institute of Technol- 


ogy shows how these ingredients might 


suddenly precipitate a crash. 
Mr Krugman, who pioneered formal 


economic. analysis of what causes cur- 


rency crises, points out that Asia’s banks 
and finance companies operated with 
implicit government guarantees. These, 


Indonesia Malaysia 


South Korea 





together with poor regulation, distorted 


investment decisions, encouraging bank- 


ers to finance risky projects in the expecta- 
tion that they would enjoy the profits, if 
any, while the government would cover 
serious losses. 

Competition among over-guaranteed 
and under-regulated banks leads bankers 
to base decisions not on a project's ex- 
pected return but on its return in ideal cir- 
cumstances, or what Mr Krugman calls its 
“Pangloss” value. Two implications fol- 
low: there will be too much investment, 
and the price of assets that are in limited 


supply, such as land, will rise excessively. 


He gives the following example. The rent 
ona plot of land has a 2/3 probability of 
being $25 and a 1/3 probability of being 
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* “What kapna to Asia?” Available on-line ‘at 
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$100. A risk-neutral investor would pay 
$50 for the plot (2/3 times $25 plus 1/3. 
times $100) But the guaranteed bank ^| 
would be willing to lend up to the "Pan- - 
gloss” value of $100. Eventually, asset | 
prices would be twice their values in an 
undistorted market. 

This bubble persists so long as the gov- 
ernment guarantee is maintained. But 
then reality strikes. The first banks whose 
investments fail to yield Pangloss returns - 
get bailed out, but the cost of the bail-outs . 
reduces governments’ willingness to pro- - 
vide future rescues. Without those im-- 

plicit government guarantees, ^| 

Pangloss values collapse, leading ; 

to a general fall in asset prices, 

which in turn, leads to loan de- 

faults and losses for the banks. 

This starts a spiral in which pessi- . 
. mism become self- fulfilling. 

Mr Krugman's theory is illu- 
minating, particularly in ex- 
plaining why the crisis has been | 
so severe despite the absence of | 
big economic shocks. Like any | 
model, this one simplifies reality. 
In the real world, bankers must | 
put their own capital at risk, and | 
governments do not cover all | 
losses. Much investment is un- | 
dertaken by private citizens and 
foreign banks who do not expect ©. 
to be bailed out. Mr Krugman’s. ` 
model does not distinguish be- 
tween domestic and foreign cred- 
itors—a significant omission, : 
given that East Asia's problems < 
grew because foreign banks kept ` 
lending even after signs of crisis - 

became apparent (see charts). 

Nonetheless, the model suggests 1n- 
triguing conclusions. First, Asia's real | 
problem lies with banks and their regula- 
tion. Second, international capital mobil- . | 
ity may not always maximise economic |. 
efficiency if banks are over-guaranteed.. . 
and under-regulated. If foreign capital | 
did not flow freely, Pangloss investment. 
would push up domestic interest rates- 
and slow the investment boom. Access to: | 
foreign capital weakens this restraint, al- . 
lowing the bubble to get larger. | 

Third, Mr Krugman's analysis weak- 
ens the rationale for the rr and foreign. 
governments to bail out troubled econo- | 
mies. The support is meant to restore in- © | 
vestors' confidence and limit economic. 
collapse. But to the extent that these econ- 
omies were living on a bubble, collapse is. 
inevitable. Until it has run its course, udi 
ng confidence mayn not x be poo 
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of the editor's fury, however, 
m to keep his byline concealed. 
rst name is woven into this paragraph 
an invisible thread, and to make it visi- 
ble you need his age, since that is the num- 
er of characters (not including spaces) be- 
tween each letter of his name, as well as the 
"number of characters before the first letter. 

© Hiding information inside other in- 
formation. is called steganography (from 
"Greek, meaning "covered writing”), It was 
jinally devised as a way to send secret 
sages, by burying them in a prear- 
ged way in innocuous material. As such 
it has been a favourite encryption tech- 
nique since the time of the ancient Chi- 
nese, who embedded code ideograms in 
‘messages, much as in this article. But now 
lat images and sounds can be made in- 
antly available around the world, steg- 
graphy is taking off with the opposite 
usein mind: using secret messages to pro- 
tect the material they are buried in. 

.. Bootlegging has always been a problem 
for artists—musicians, for example—whose 





















Work is meant to be mass-reproduced. But | 


the bootleggers’ customers have tradition- 
ally had to put up with second-rate goods. 
Once music and images are stored digitally 
as strings of numbers, however, they can be 
copied perfectly; and if they are put on the 


Internet, copying and distribution cost al- 
most nothing. To prosecute mass-scale pi- 


facy, creators first have to be able to prove 
their creatorship, something that is much 
more difficult in a digital age. Thus a num- 
ber of companies have been developing 
"digital watermarks" to help them. 

| Simply adding a name in digital form— 
printing it at the top of a photograph, say— 
is useless. It spoils the work, and since digi- 
tal material is easy to fiddle with, pirates 
can simply remove it. A digital watermark 
has to be encoded so that it does not show, 
cannot be deliberately removed, and is still 
ere when a picture or recording i is altered, 
jhen only an extract of it is used. Thisi is 
e a challenge. 
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AND TECHNOLOGY 


y be otleggers have never had it so good. Ate 


this article had to be written so that each 
letter of the author’s name was in exactly 


-< the right place—which took ages—a picture 


or sound already created can have extra in- 
formation added without making a per- 


ceptible difference. In a picture, for exam- 
_ ple, each pixel (ie, dot) is described by two 


numbers: colour and luminance, or bright- 


„ness. The simplest watermarking method is 
toencode the information as slight changes 


to the luminance of the pixels in a small 


patch, and repeat the changes throughout 
the picture. The code can be read by over- 


laying the watermarked patches so that the 
small changes are multiplied and become 
detectable. 

Digimarc, a company in Portland, Ore- 
£on, offers commercial watermarking ser- 
vices for images put on the Internet. It uses 


asimilar but more sophisticated approach. 
It makes the watermark weaker in bland, 


uniform areas of a picture, and stronger in 
patches of sharp contrast (eg, the edges of 
shapes) where it is harder to see. Signum 
Technologies in Cheltenham, in Britain, 
goes yet further, arranging the watermark 
data in a different order in each patch. This 
makes the watermark pattern non-repeat- 
ing, and thus less noticeable to the eye. It 













also makes the m; 
liberately, since — 
knowing how | 
But these rf 
Digimarc had to 
of its software i 
tomers discovered 
stood up to JPEG | 
Internet method 
efficiently by it 
data. And image- 
used to do thing: 
termark—for exampl 
graph so that it looks li r 
stone—while leaving a picture that c earl 
derives from the original. | 
A more robust technique is to conver 
the Jg into the "frequency domain" 
essentially a graph of how quickly feature: 
Váry across the image. The watermark is en 
coded as changes to parts of this graph 
which is then turned back into a picture 
Fairly large changes in the frequency d 
main can be made without degrading the 
image. Signafy, a spin-off of the Japanese 
electronics giant NEC based in Princeton, | 
New Jersey, is one firm developing thistype - 
of marking, and claims that its watermark . 
will even survive in images that have been . 
sent by fax—should anyone want to look. 




































































In the noise 


Whatever the method used, putting a wa-- 
termark in is only part of the story. To spot - 
watermarked pictures being used illicitly, a - 
program known as a webcrawler can trawl - 
the Internet looking for them. However, 
prosecuting miscreants will rarely be worth ` 
the hassle. Datamark, a start-up in London, — 
has begun offering a more big-brotherish ` 
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approach with software designed for use by 
picture libraries. Datamark’s technique in- 
jects a unique watermark into an image 
whenever it is downloaded. As a result, the 
watermark identifies not only who owns 
the copyright on a picture, but also who 
downloaded each copy. The gallery can 
then hold its customers liable if copies 
show up somewhere they should not be. 

For now, most picture libraries will 
probably stick to more physical means of 
delivery, since downloading a sharp 
enough image over the Internet takes a long 
time. In general, the pictures on websites 
are too small, or their quality too poor, for 
their copyright to be worth bothering with, 
and most are pilfered only for use on other 
sites. This does matter if, for instance, the 
site that has stolen them is itself an online 
gallery that charges for admission—almost 
all of these being porn sites—but web- 
crawlers cannot get into such sites anyway. 

Watermarking music may turn out to 
matter more. As with pictures, this involves 
making unnoticed changes to the mate- 
rial—for instance, to sounds at frequencies 
that people do not hear so well. Again, com- 
pression can trip things up, because it often 
cuts out precisely those frequencies. But 
while people may want to meddle with pic- 
tures, they generally prefer their music in- 
tact (which means the marks need not be 
quite so robust), and they tend to buy music 
more than they buy pictures. 

At the moment, downloading a song at 
hi-fi quality over the Internet can take sev- 
eral times as long as playing it, but a num- 
ber of small companies have set up as 
online distributors, in the hope that Inter- 
net connections will get faster in the next 
few years. They watermark their merchan- 
dise—but not as the first line of defence 
against piracy. For example, Liquid Audio, 
based in Redwood City, California, relies 
mainly on its own brand of encryption, 
which ensures that each piece of music sent 
out is encoded so that only the intended re- 
cipient can play it. The watermark is a fall- 
back, in case the encryption is broken. 

Watermarking has its limitations. As 
with all crimes, the more sophisticated the 
deterrents, the more sophisticated the crim- 
inals become. And, given the Internet's dis- 
regard for national borders, lawyers will of- 
ten be powerless. But digital watermarks 
may find a legal role that has nothing to do 
with copyright. In these days of easy fakes, 
pictures from police cameras or interview 
recordings could have watermarks put in 
that are fragile rather than robust. Like the 
name of the (26-year-old) author at the start 
of this article, such watermarks would dis- 
appear with the slightest tampering; their 
presence would guarantee that the material 
was authentic. Whether you are faced with 
corrupt policemen or marauding editors, 
such protection could be invaluable. 

"EC R4 Sa A c.l RUNS EPEUMO ANDE ST 


Lake Victoria 


The curse of the water hyacinth 


KAMPALA 


NCE upon a time, Lake Victoria had a 

sandy shoreline with wide beaches 
and swaying palms. Then, in the 1960s, big 
bad storms uprooted trees and carried the 
beautiful sand away. And lately, wicked 
water hyacinths have taken over the shore- 
line, ringing the lake with a thick green 
crust where water used to be. 

Controlling the weed has become a pri- 
ority for Uganda, Kenya and Tanzania, 
which border the lake. The thick green mats 
of plants hamper fishermen, tangling their 
nets, clogging motors and destroying fish- 
breeding grounds. They bung up the filters 
of Uganda's main hydroelectric plant, at 
Owen Falls, and of the local breweries. 

Despite its lovely name, the water hya- 
cinth, more formally known as Eichhornia 
crassipes, is a global scourge. Introduced 
into ponds and lakes as an ornamental 
plant, it goes forth and multiplies until it 
has taken over entire habitats. It came to 
Lake Victoria about ten years ago, floating 
down the Kagera River from Rwanda. The 
Ugandan shoreline is the worst hit because 
its shallow, muddy bottom provides ideal 
growing conditions for the plant. By now 
over 80% of Uganda's 300km (186 mile) 
shoreline is infested. 

In Uganda, many experts feel that weed 
levels in the lake are dangerously high. But 
little headway has been made in deciding 
what to do about it, in part because the 
problem is an international one. The 
World Bank has set up a project known as 
the Lake Victoria Environmental Manage- 
ment Programme to control the beast, but 
progress is slow. Moreover, each of the three 
obvious methods of control —mechanical, 
biological and chemical—has drawbacks. 

Mechanical control, the method cur- 





rently used in Lake Victoria, has been la- 
borious and frustrating. Lifting the weed 
out of the lake on conveyor belts and load- 
ing it into lorries is slow. The machines that 
do this job are expensive and unreliable 
(one award-winning machine never made 
it out of Uganda's Port Bell harbour). Me- 
chanical removal also leaves the problem 
of disposing of the removed plants. Thai- 
land currently exports furniture made 
from water hyacinth, but no such use has 
yet been developed in East Africa. And any- 
way, the plant has a nasty habit of return- 
ing to cleared areas. In 1997, 24 hectares (60 
acres) of water hyacinth were painstakingly 
cleared from near theO wen Falls electricity 
plant only for ten hectares to be blown 
quickly back from elsewhere in the lake. 

In its native land—the tropical forests of 
Brazil—the water hyacinth is preyed on bya 
rust fungus, which just about keeps it under 
control. Biological control has now been 
tried in other countries—usually through 
the introduction of potential predators 
such as weevils, moths or beetles. Such ef- 
forts can work; Sudan solved its hyacinth 
problem in the Nile thanks to the joint ef- 
forts of two species of weevil and a species 
of beetle. But introducing one creature to 
control another can also backfire. 

Too often, an introduced predator dis- 
covers a taste for something other than the 
delicacy it was brought in to consume, as 
Florida homeowners discovered one sum- 
mer when introduced beetles increased 
even faster than the hyacinth, destroying 
lawns and causing an unpleasant crunchi- 
ness underfoot. Mycoherbicides—herbi- 
cides based on agents that cause plant dis- 
eases—are under development in other 
parts of the world, but these are not attrac- 
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tive in Arps-ridden Uganda, where fears of 
introducing new diseases of any kind are 
high. And even if all goes well, biological 
control methods can take years to establish. 

Making an immediate dent in the prob- 
lem would almost certainly require the use 
of chemical herbicides, a step advocated by 
governmental bodies and private agencies 
alike. They insist that current weed levels 
are far too high to be controlled unless the 
mass of the plant is reduced first. They talk 
of using herbicides strategically, while con- 
tinuing mechanical methods and intro- 
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ducing biological controls. 

Nonetheless, this is a route many Ugan- 
dans are loth to go down. Last year a report 
recommending the use of herbicides was 
rejected by the National Environmental 
Management Authority in Uganda. Herbi- 
cides, although effective, are expensive and 
require regular reapplication. Some scien- 
tists worry about the effects of repeated 
spraying and an increased accumulation 
ofdead plant material on the water quality. 

Another fear is that using herbicides 
might hurt Uganda’s fast-growing exports 


of fish, now worth more than its exports of 
cotton and tea. The European Union is a 
big market, and Uganda has already some- 
times found it hard to comply with some 
EU health and sanitation standards. Al- 
though the Eu sets no specific standards on 
trace levels of herbicides in fish, some 
Ugandans are afraid of the public reaction 
in Europe if herbicides were used in the 
lake, even at levels scientists deemed to be 
safe. For the moment, it seems, the water hy- 
acinth will keep its dark grip on the lake. 
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Divining water 


ECENTLY, the trendiest places for 

man-made satellites to see and be 
seen have been Mars, Jupiter and Saturn. 
The moon has been passé since 1976, 
when the Americans and Russians tired 
of their race to prance upon its surface. 
The only subsequent lunar mission of 
note was Clementine, an American satel- 
lite sent moonwards in 1994 to test some 
military sensors. But Clementine made a 
tentative discovery that, if confirmed, 
could once again make the moon the 
most fashionable place in the solar 
system. That discovery was water. 

Lunar Prospector, an un- 
manned American craft launched 
on January 6th after many delays, 
should reach the moon on January 
uth; with luck it will remain in or- 
bit for a year, 100km (63 miles) 
above the surface. It was originally 
supposed to be a cartographer, not 
a water diviner. But Clementine’s 
Suggestive findings have made wa- 
ter its main quest. 

The rocks astronauts scooped 
up from the lunar surface decades 
ago were bone dry. This was disap- 
pointing. But they came from near 
the moon’s equator, where sun- 
light would have sizzled any water 
away. Scientists have long won- 
dered whether the deep polar cra- 
ters, whose insides never receive 
even a stray shaft of sunlight, might 
harbour water left over from the impacts 
of icy comets. 

Clementine revived their hopes. 
When scientists used the spacecraft's an- 
tennae to analyse radar echoes from the 
lunar surface, they found that within cer- 
tain deep canyons near the south pole the 
echoes increased and were altered in just 
the way they would be if dirty ice rather 
than rock were filling the caverns. But 
doubt remained: similar patterns could 
have been caused by a dry but rough sur- 
face, or by ices made of compounds other 
than water. 
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Confirming the presence of water 
would delight both scientists and would- 
be planetary wayfarers. If the moon har- 
bours ice, for example, measuring the 
amount of it at different depths could en- 
able planetary scientists to work out the 
rate at which comets smashed into the lu- 
nar surface over its history, and that 
knowledge could then be plugged into 
models of the formation of the solar sys- 
tem. Eventually, ice deposits could pro- 
vide water for a manned lunar base, 
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Here's to lunar daiquiris 


which would otherwise have to bring its 
water expensively from earth. With its low 
gravity and lack of atmosphere, the moon 
would be a splendid place for an as- 
tronomical observatory. 

One of the four instruments on Lunar 
Prospector is a neutron spectrometer. 
This should provide a watertight test for 
water. It will examine neutrons (the elec- 
trically neutral components of atomic 
nuclei) that are ejected from the lunar sur- 
face after being bombarded by cosmic 
rays (energetic particles that constantly 
streak through space). Neutrons ejected 


from a watery surface move much more | 
slewly than those from a rocky one, be- | 
cause the hydrogen nuclei in water are | 
light enough for an exiting neutron to 
knock around—much like one billiard 
bail hitting another—a process that slows 
the neutron down. | 

After a month of fly-bys over the south 
pole, Lunar Prospector should be able to 
confirm the presence or absence of water | 
once and for all. After that, it will be able | 
toconcentrate entirely on its original mis- 
sion, planned long before Clementine 
made water the talk of the town. This is to 
make comprehensive maps of the moon’s 
chemical composition, magnetism 
and gravity. Although the moon’s 
topography has already been com- 
prehensively charted, these other 
kinds of map exist only for a nar- 
row belt around the equator, 
amounting to just a quarter of the 
moon’s surface. 

These maps will help to ad- 
dress some other long-standing 
questions about the moon. For ex- 
ample, nobody knows where the 
moon’s weak, erratic magnetic 
field came from: was the moon 
bombarded by magnetic meteors, 
or did it once have its own strong 
internal magnetic field that has de- 
cayed over time? Also, Lunar Pros- 
pector will be able to analyse gases 
that seep out of cracks which open 
up during moonquakes, if it is | 
lucky enough to fly over one. This 
will help to describe the moon’s 
largely mysterious interior. 

Should all this come to pass without 
catastrophe, it will mark another success 
for NASA’s new belief in “faster, better, 
cheaper” missions. Lunar Prospector cost 
America’s space agency a mere $63m 
from start to finish, a pittance in compari- | 
son with previous moon shots, and—for | 
all the delays—took only 22 months to de- 
velop once approved. Whether or not it is 
better remains to be seen; but it is, at least, 

a welcome sign that earthlings are being a 
little less snooty about the heavenly body 
on their doorstep. 
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America’s sorcerer 


LOS ANGELES 


More than 30 years after his death, Walt Disney remains a living force in 
American cinema in a way that Jack Warner and Sam Goldwyn do not 


THER film moguls have combined a 

successful career as both artist and 
entrepreneur. Other film makers, it must be 
admitted, have made more challenging 
films. But nobody else has succeeded in in- 
venting a perpetual motion machine that 
continues, to this day, to churn out films 
that bear his personal signature. 

Why has Walt Disney, pictured above in 
the 1950s with his “Mouseketeers”, proved 
so enduring? Part of the answer lies in his 
extraordinary management skills. Brand- 
ing, brand-stretching and merchandising 
are now, for good or ill, at the heart of Hol- 
lywood. Disney pioneered them all. In the 
early 1930s, Mickey Mouse clubs offered 
children games and prizes in an effort to 
cement their loyalty to the company. 
“Snow White and the Seven Dwarfs” was 
the first film to have a complete merchan- 
dising campaign in place when it was re- 
leased in 1938, and by the mid-1940s the 
Disney name was selling about $100m 
worth of trinkets a year. 

Disney boldly diversified into televi- 
sion, commercials, music, comic strips and 
amusement parks at a time when other stu- 


dios could think of little but celluloid. He 
also established lucrative alliances with the 
giants of American business, from Coca- 
Cola to Sears, Roebuck. “Integration is the 
key word around here,” Walt Disney’s older 
brother, Roy, explained in 1958. “We don't 
do anything in one line without giving a 
thought to its likely profitability in our 
other lines." 

Yet good management can only get you 
so far in the film business; what matters, 
above all, is what you have to say. The secret 
of Disney's extraordinary influence lay in 
his ability to hold up a mirror to the Ameri- 
can people, and reflect their hopes and 
fears about the monumental forces that 
were reshaping their society, from the rise 
of industrial capitalism to the spread of sci- 
entific thinking. This ability transformed 
Disney from a common-or-garden media 
mogul into an embodiment of the Ameri- 
can dream, the winner of the Presidential 
Medal of Freedom and a fixture on the 
front cover of news magazines. 

How this semi-educated mid-westerner 
managed to attain such an exalted position 
in American life is the subject of “The 


Magic Kingdom: Walt Disney and the 
American Way of Life", an excellent book 
by Steven Watts* which brings balance and 
scholarship to a subject that more often ex- 
cites hysteria and hyperbole. Much of Dis- 
ney's appeal, Mr Watts argues, lay in his 
ability to salvage something of what was be- 
ing destroyed by the brash new American 
order. Max Weber famously remarked that 
the spread of rational thinking was leading 
to the “disenchantment of the world”. Dis- 
ney responded with talking mice and danc- 
ing pianos. His critiques of scientific ratio- 
nality could be surprisingly sharp: “The 
Mad Doctor” (1933), for example, pitted 
Mickey Mouse against a deranged doctor 
obsessed with getting hold of body parts for 
medical experiments. 

Disney repeatedly celebrated the vir- 
tues of small towns against big cities, little 
firms against big businesses. Disneyland 
featured a replica of the main street of the 
small mid-western town where, in the early 
1900s, he had grown up. Many of his best 
films, particularly in the 1930s, pitted 
small-town rubes against city sophisticates. 
“Snow White and the Seven Dwarfs” poked 
fun at big business and industrial effi- 
ciency, with the dwarfs fiddling with the 
hands of a clock so that they could get off 
work early. Donald Duck was forever doing 
battle with dehumanising technology, 
from robot butlers to mechanical barbers. 

Yet Disney was not just a Hollywood 
version of G.K. Chesterton, wallowing in 
nostalgia for its own sake. He spent most of 
his life living in Los Angeles, with little in- 
terest in the rural bolt-holes that many of 
the residents of that city cultivate; and he 
embraced modern technology with a child- 
like enthusiasm, making sure that his stu- 
dio was on the cutting edge of innovation. 
His optimism about the future often verged 
on the Panglossian. 

Disneyland boasted Tomorrowland as 
well as Main Street, USA. Some of his most 
successful post-war films celebrated space 
travel. In the 1960s, Disney became ob- 
sessed by robotics, even producing a 
robotic version of Abraham Lincoln, which 
could explain the meaning of represen- 
tative government in a high pitched, me- 
chanical voice. His last big project was a 
Utopian community in Florida, in which 
he tried to use technology to rid modern 
life of its concomitant ills, notably urban 
sprawl and intrusive motor cars. This 
contradiction between nostalgia and opti- 
mism might infuriate a logician; but, as Mr 
Watts points out, it was one of the keys to 


* Houghton Mifflin; 515 pages; $30 
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Disniversity pany, based in San Francisco, that pro- | 


| LOS ANGELES 


| ALT DISNEY was determined to 
| build a revolutionary new school 
| for the arts: a lyceum in the Greek tradi- 

tion, where artists and musicians lived 
| and trained together. “Hell, I've hired 
theorists, and they don't have any knowl- 
edge that I can use," he complained in 
1965. "I want to have everyone in that 
| school come out capable of going right in 
, and doing a job. These dilettantes who 

come out with pseudo-knowledge give 
| me a pain." 

Disney took his vision of a Greek ly- 
ceum so seriously that he left $28m from 
his personal fortune to found an art 
school, the California Institute of the Arts, 
in the small dormitory community of Va- 


lencia, just north of Los Angeles. The the- 


. ory-laden, cutting-edge art that 
CalArts graduates are famous 
. for would probably have baf- 
fled him, and he would have 
disapproved of letting students 
decorate the basement with 
graffiti. Yet while nourishing a 
West Coast avant-garde, the 
school has also done a remark- 
able amount to bring Disney’s 
. vision to life. 
| Its faculty consists for the 
most part of practising artists, 
| some of them part-timers from 
, Hollywood. Its 1,100 students 
| learn by doing—producing ani- 
. mated films or putting on 
| dance performances—and they 
are judged by the quality of 
their practical work rather than 


Disney's appeal, for his own ambivalence 
about modernity reflected the wider am- 
bivalence of America as a whole. 

The final component of Disney's for- 
mula for success was his unabashed and 
uncomplicated patriotism. The presenter 
of "The Mickey Mouse Club" ended every 
show in this long-running television series 
with the refrain: "See you real soon. Why? 
Because we like you." Disney made no 
bones about liking Americans, at least in 
their mainstream incarnations. When 
Disneyland opened in 1955, he led the 
crowd in reciting the pledge of allegiance, 
raising the American flag and singing the 
national anthem before dedicating the 
park to "the ideals, the dreams and the 
hard facts which have created America". 
His post-war films were increasingly preoc- 
cupied with such American folk heroes as 
Davy Crockett and Johnny Appleseed. 

If Disney's enthusiasm for mainstream 
America explains his popularity during his 


their ability to pass examinations. Like 
Disney, the school has no time for aca- 
demic divisions. It encourages students to 
range across disciplines and cultures: 
music students have as much opportu- 
nity to play gamalangs as violins. And, 
again like Disney, the school is a sucker 
for the latest technology, much of it do- 
nated by Silicon Valley's finest. 

The market for CalArts graduates has 
never been better. Many of its animators 
follow the well-trodden path to the Dis- 
ney Studio, but a growing number are be- 
ing seduced away by rival studios, televi- 
sion companies and smaller start-ups. 
Silicon Valley has discovered CalArts in a 
big way, too—hence all those gifts of fancy 
new computers. Pixar, an animation com- 





Woody and Bund, CalArts graduates 


lifetime, it also explains the sharp reaction 
that set in against him after his death. Rich- 
ard Schickel, a film reviewer for Time mag- 
azine, set the tone for this backlash when, 
in 1968, he dismissed the creator of Mickey 
Mouse as "a kind of rallying point for the 
subliterates of our society". He wrote of the 
Disney empire: “As capitalism, it is a work 
of genius. As culture, it is mostly a horror." 
Other critics denounced Disney as the lead- 
er of “the international happiness conspir- 
acy”. They lambasted him as a supporter of 
McCarthyism, an enemy of trade unions 
and an uncritical admirer of big business. 
Mr Watts makes it clear that Disney’s 
views were rather more complicated than 
the class of '68 imagined. In the 1930s his 
politics might best be described as popu- 
list, a political tradition that pitted the little 
man against big business and privileged 
establishments. He was heavily influenced 
by his father's socialism, and consistently 
supported Franklin Roosevelt as the presi- 


duced "Toy Story", employs so many 
CalArts graduates that it is known in the 
school as *CalArts North". So strong is the 
demand from Silicon Valley and Holly- 
wood that Steven Lavine, the school's 
president, thinks that one of its biggest 
challenges is not to be swept away by the 
multimedia frenzy. His latest passion is 
for establishing a centre for puppetry. 

For all its success, CalArts would have 
disappointed its founder in one big way. 
Its philosophy may be resolutely practi- | 
cal, but its position on LA's far northern _ 
periphery has turned it into something of | 
an ivory tower. Disney wanted a commer- | 
cial complex of theatres, galleries, shop- 
ping centres and restaurants built adja- 
cent to the school. The juxtaposition of 
the school and the entertainment com- 
plex would, he argued, provide financial 
support for education “from within the 
profit-making framework of 
commercial enterprise”. 

This vision of a self-support- 
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ing city ofthe arts is never likely 
to be realised. But another Dis- 
ney bequest may succeed in re- 
connecting the school to the 
neighbouring megalopolis. On 
December 1st the Walt Disney 
Company announced a gift of 
$25m toward the building of 
the Walt Disney Concert Hall in 
central LA, with the provision 
that some of the money should 
be used to create a performing 
arts centre for CalArts students. 
If you can't bring the people to 
CalArts, as Walt Disney wanted, 
at least you can bring CalArts to 


the people. 





dential candidate most sympathetic to the 
common man. His favourite businessman 
was Henry Ford, who paid his workers 
above the odds. His silly symphonies 
poked fun at cultural snobs while making 
classical music accessible to the masses. His 
most popular characters, the doggedly de- 
termined Mickey Mouse and the libidi- 
nous Donald Duck, represented the ordi- 
nary man’s ability to triumph over any 
adversity, even a Great Depression. 

To be sure, Disney moved to the right 
from the 1940s onwards, not least because 
of a bitter strike in 1941 by animators that 
crippled his studio for months. Yet he still 
managed to preserve some of his populist 
instincts, albeit in a more libertarian form. 
He continued to put his faith in the good 
sense of the average American and contin- 
ued to be suspicious of big institutions, 
even taking the risk of satirising FBI agents 
as bureaucratic bunglers in “That Darned 
Cat" and “Moon Pilot". His Utopian com- 


munity in Florida stood in the great tradi- 
tion of populist social reform. 

Mr Watts also reminds us that Disney 
was not always held in contempt by the 
intelligentsia. In the 1930s it was chic to ar- 
gue that America had produced two new 
art forms of its own: jazz and Walt Disney. 
Many of the country’s leading art galleries 
put on exhibitions of his work. James Bry- 
ant Conant, president of Harvard, charac- 
terised Disney as “a magician who has cre- 
ated a modern dwelling for the muses”. 
Karl Bigelow of Columbia University 
called him “the Aesop of the 20th century”. 
Robert Feild, of Harvard, praised him for 
undermining the outworn distinction be- 
tween high art and popular culture. For 


Sergei Eisenstein “the work of this master is 
the greatest contribution of the American 
people to art.” 

This is all a little overdone; but no more 
overdone than the slur that Disney was 
nothing better than a diversion for “sub- 
literates”. Disney had many disquieting 
qualities, from his weakness for schmaltz to 
his willingness to identify American life 
with the white Anglo-Saxon mainstream; 
but he was also an animator and organiser 
of genius. Mr Watts is to be congratulated 
for producing a subtle, generous-minded 
account of his legacy, and for reminding 
readers, after so much Disney-bashing, that 
there was a bright as well as a dark side to 
the magic kingdom. 





Repertory theatre in Britain 


When shall we three meet again? 


Too often, “theatre company" now means a director, some administrators 


and a logo 


N SHAKESPEARE'S day, actors played to- 

gether and stayed together. The first great 
Lear, Richard Burbage, began with the 
Chamberlain's Men in 1594 and was still 
with the company when he died 25 years 
later. Amonghis cohort, Will Kempe, the su- 
preme clown, was by no means unusual in 
serving a six-year stint. They were a team. 

Today, actors are mixed and matched 
show by show—with bad results. Theatre is 
a team game. Lear's kingliness is expressed 
at least as much through the attitudes of his 
courtiers as through his own bearing. Pin- 
ter's famous pauses depend for their timing 
on a precisely delivered energy from one 
actor, and other actors' perfect judgment of 
its trajectory. Even the greatest star struggles 
if the Second Messenger fluffs his cue. 

It takes time to build a team, with an 
atmosphere which allows all its members 
to venture their ideas. Yet much 
theatre persists in flinging free- 
lance actors together for rehearsal 
periods of six weeks or less. Occa- 
sionally they click. More often, as 
Simon Callow, a leading British 
actor, writes, they spend "hours 
and hours...trying to commu- 
nicate the simplest observation, 
or simply adapting [their] 
method of work to [their] fellow 
actors’.” The freelance system dis- 
courages companies from train- 
ing actors and contributes to 
what one producer calls “the 
slow strangulation of actors by 
typecasting". They get hired for 
what they did well last time, not 
for their range of abilities. 

There are famous modern ex- 


Brecht’s Berliner Ensemble, then united 
and crystal clear in productions which 
could take 12 months to rehearse, stunned 
the West when it toured in the 1950s and 
1960s. The Moscow Arts Theatre celebrates 
its centenary this year: its heritage has been 
transmitted through an unbroken relay of 
actors trained by the company school in 
Stanislavsky's Method. But Simon McBur- 
ney, an internationally renowned man- 
ager-director, is nonetheless gloomy about 
the survival chances for a permanent com- 
pany in Britain. 

Mr McBurney's hugely influential com- 
pany, Théátre de Complicité, has changed 
the face of performance in Britain over the 
past 15 years. Its mime-trained members 
have reintroduced physical expression into 
a theatre which had become word-bound, 
and developed an intense style far from tra- 





amples of repertory strength. The RSC also takes its pound of flesh 
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ditional naturalism. "But it takes time; 
shared, lived experience together, and 
there's so little recognition ofwork which is 
not product, complains Mr McBurney. 
"These actors have to work for a pittance, 
usually less than the technicians." Mr Mc- 
Burney sensibly rejects the idea of “sacri- 
fice for your art" epitomised in the monas- 
tic deprivations of Jerzy Grotowski's 
famous Polish troupe, or America's avante- 
garde Living Theatre ofthe 1960s. "We have 
to let our collaborators go away to earn 
some money," Mr McBurney says. 

The Royal Shakespeare Company (RSC) 
has reached a similar point by a different 
route. Its supremo, Adrian Noble, reckons 
that one-third of his company of 50-60 ac- 
tors has worked with the Rsc many times 
and another one-third at least once. Mr No- 
ble calls it a “semi-permanent company". 

In the 19605, the RsC's then director, Pe- 
ter Hall, issued new three-year contracts. It 
was less than six weeks before one of his star 
names ripped up his contract to star in à 
big-budget film. Now actors sign on for 60 
weeks, playing the company's Stratford sea- 
son and its "Residencies" in Plymouth and 
Newcastle. A further option, for the London 
season of the same plays, brings the con- 
tract to 16-18 months. With such a commit- 
ment from actors, the company can afford 
to run weekly classes in, say, Shakespearian 
language, or import Augusto Boal, a South 
American guru, for a fortnights workshop. 

But such contracts still require a sacri- 
fice from a star player. Mr Noble cites the 
example of “a fantastic actor” like Stephen 
Boxer: “He gets three great contrasted parts 
here at the RsC—from Shakespeare to a new 
Poliakoff play. It's hefty top-line respon- 
sibility, he plays six times a week for 18 
months, in far-flung parts ofthe country;"— 
leaving little time for his family. Instead, he 
could get, say, £25,000 ($41,000) for a three- 
part TV series in one place lasting a fraction 
of the year. 

As a result, many actors simply will not 
consider tying themselves to an 
RSC contract. "And many now 
feel they will get more respect as 
an actor for doing a small part in 
a crappy television soap than 
they will for ‘Macbeth’ in Lon- 
don.” Mr Noble notes that there 
are far fewer competing opportu- 
nities in France or Italy, let alone 
Russia, because there are fewer 
outlets for film or television in 
their languages. 

Yet there are signs that things 
might be looking up for repertory 
in Britain. Declan Donnellan's 
company, called Out of Joint, 
commissions a new play to shed 
light on an established classic, 
and then tours both plays exten- 
sively at home and abroad. The 
team is built up over a double re- 
































JIM CRACES novel, 
"Quarantine", can ex- 
pect a nice sales bounce 
with the announcement 
|n ; on January 6th in Lon- 
| ~ don that it has won the 
Whitbread novel award. If you allow for 
| book-trade technicalities, it turns out 
that conventional wisdom is right: liter- 
| ary prizes really do boost sales. The 
charts below show the jump that Arun- 
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hearsal period, and a long tour. Peter Hall 
has been running a company of 25-30 ac- 
tors in London's Old Vic theatre for a year, 
. making maximum use of the stage with ten 
. shows a week. Several plays are in reper- 
 toire, so that each actor plays five or six 
Shows weekly. "We don't have to accept 
c that 19th-century way of doing one play in 
one house until it's exhausted and the audi- 
ence dries up," says Sir Peter. "It's a tragic 
waste because it means that everything 
that's good must also die.” But a permanent 
‘company also needs a permanent base, 
^andSir Peters experiment hangs in the bal- 
s ance with theimminentsaleofthe Old Vic. 


. mess a London-based touring company, 


. .haspersuaded the country’s Arts Council to 
back a “three-year company” which pays 


. now be. 





Most adventurously, Method and Mad- 


-= the actors enough to see off the television - 
ji predators. But where previous subsidy de- 


: . patriotic Hungarian might have litand — 
= pended on nine productions, there will: 


~ thrown at a Soviet tank. The tag on the > 
only five tho ne wy wil four’ 
OX Sav . py man apparently in the last stages 
of drowning (see picture). 


. bottle. Poland's Zubrowka is vodka fla- ` 
HE -voured with an extract of bison grass. 


— ceramic bottle—a legacy ofthe apothecaries 
ad: A who cooked itup in the 18th century: Pleas- 
ant Zubrowska, drunk on a winters night = 

„Poland, recalls lush summer days. Unk 
cum and Balsams taste like Rtandmas e 


dhati Roy's novel, “The God of Small | 
Things", took on winning Britain's Book- 
er prize last autumn, and that Patrick | 
Rambaud's “La Bataille" gotwhenitwon | 
Frances Prix Goncourt. In America, | 
Charles Fraziers “Cold Mountain" was | 
already a bestseller on winning the Na- 
tional Book Award. But sales had peaked, 
only to pick up again sharply. Note that | 
French and American big figures are | 
publishers' sales to bookshops. | 


Cold Mountain 
Copies sold to US. bookshops 
‘000 


i National 
! Book Award - 
November 18th 


C10 *Decini-15th | 


Firewater in Eastern Europe 


Drink and drown 


RIGA 


HE missile bases are empty, the spies 

. (mostly) retired; but Eastern Europe still 
has its secrets. Here are some of the main 
code words: Vana Tallinn, Rigas Balsams, 
Zubrowka, Becherovka, Unicum. Spoken 
in the right circumstances, they bring 
amazing revelations, and certain hang- 
overs, from the shores of the Baltic to the far 


x fri ringes, of the Balkans. | f 
. To find. them, look at the end of the. ur 
: menu: Next to familiar drinks—viski, dzin gg 
and koniak—you will find those cateringto 4 

the local palate. Ask, first, to see the bottle. 


Unicum’s looks like the sort of thing a 
bottle-collar shows a wild-eyed, hap- 
“The charms of others are inside the | 


Latvia' s Balsams is invisible inside a thick : 


1 ‘stomach medicine, bitter-swe : 
| ly tarry. Becherovka, a greenish-yellow ? 





and slight 


Czech vermouth, is ideal before a bel ganad : 
of duck and dumplings. | , 

Even in the Soviet period, such. exotic- B 
sounding drinks were a welcome exception _ 
amid dismally low standards. In a world 
where bottles of wine featured dead wasps, 
the beer was often sour and the vodka adut- 
terated, drinks such as Balsams were reli- 
able, and for the most part available. They 
were an alternative to the surreal, lethal. 
home-brews familiar, for example, to fans 
of Venedikt Yerofeev, a brilliant Russian : 
writer and drunk who died in 1990, and 
who included some favourite recipes in his 
book, *Moscow Stations", newly out in 
English (Faber; 133 pages; £6.99). These in- 
clude such inspired obliterants as "Tears of 
a Komsomo! Girl” (lavender water, nail pol- 
ish and lemonade) and "Spirit of Geneva" 
(beer, eau-de-cologne, sock deodorant and 
wood varnish), — 

Nowadays, the région’ s drinks makers. 


T face other problems. Some guard ingredi- 


ents as closely as Coca Cola, and western 


food-safety officials do not like secret for- 


eign recipes. Glitzy international brands, 
also, are ids competition. Nor are local 
managers always worldly-wise. Some de- 
clined to talk to The Economist. Others 
were revealingly keen. “What are the finan- 
cial aspects of this article?" asked a sales: 
manager at the Balsams distillery. "We. 
don’t mind paying for coverage, but we 
need to be sure what you are going to write." 

Things are changing. Upper-crust west- 
ern émigrés have bought Unicum and 
Becherovka. Poland’s food conglomerate, 
Agros, a stockmarket darling, is promoting. 
Zubrowka. Estonias Liviko distillery, 
which makes Vana Tallinn, sells lots of it to. 
tourists. But you should heed local knowl: 
edge. After a glass or two of the drinks they 
really like, vodka and beer, Estonians will 
confide that the syrupy-sweet “national” 
hooch in its “authentic” clay bottle is really 
a Soviet-era invention. 
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HERE were few idealists in 

Italy after Mussolini. The na- 
tion and its church were 
ashamed of themselves. The few 
Communists with honourable 
war records were dragged into 
the mire of Stalinism. Danilo 
Dolci was different. His theories 
came from Gandhi, and he at- 
tracted from northern Europe 
the kind of support that Gari- 
baldi had won a century earlier. 
He sought to improve morality 
as well as material conditions, 
and he listened to people in- 
stead of drowning them, Italian- 
style, in rhetoric. 

He was big and pale, not 
really Italian at all. His father 
was a railway official, and he 
was brought up by his Slovene 
mother in Trieste, a city which 
shared few of Italy’s cultural as- 
sumptions. He qualified as an 
architect for the indispensable 
honorific dottore, then joined a 
community near Rome that 
tried to live by Christ's (rather 
than Christianity’s) rules. It 
failed, and Mr Dolci moved on 
with his ideals to the squalid 
fishing village of Trappeto in 
western Sicily. There, in 1952, he 
started an orphanage, helped by 
Vicenzina, a fisherman’s widow. 
He married her and they had 
five children. He moved uphill 
to nearby Partinico, where he 
tried to organise landless peas- 
ants into co-operatives. He spoke for the deprived—some would 
say he put words in their mouths—in successful books, and ar- 
gued that things need not stay the way they were. 

In those days (and sometimes now) Italians habitually dis- 
owned Sicily, describing it and its people as African, not Euro- 
pean. Successive invaders—corsairs, Saracens, Normans, Bour- 
bons—had ruled as careless absentees. The scarce resources of 
water, grazing, jobs and trade were rationed out by strong-arm 
gangs that called themselves Cosa Nostra (Our Thing), to distin- 
guish them from rulers’ or landlords’ concerns; as the Mafia they 
bought influence in politics and the church, and emigrants car- 
ried their methods across the Atlantic. Sicily’s Mafia became a 
sottogoverno, the island’s unofficial regime. Mussolini, intoler- 
ant of rival gangsters, suppressed them. America, before sending 
its men to invade Sicily in 1943, prudently (at the time) enlisted 
these hoodlums, so the sottogoverno resumed control. 


Grab what you can 


Danilo Dolci brought to the crime-ridden landscape the towns- 
man’s wide-eyed question: why are things just so? The book he 
was proudest of is called “Spreco” (Waste). It describes the mon- 
strous inefficiency of Sicilian folk-ways—fishermen blowing 
their catches (and future catches, too) out of the water with war- 





Danilo Dolci, the Gandhi of Sicily, 
died on December 30th, aged 73 


surplus hand-grenades; cow- 
dung, precious fertiliser, burned 
for fuel, while burnable scrub 
was neglected. Some of his ad- 
vice was good, some not so good. 
Little of either was taken. He ad- 
vocated direct action, but found 
few actors to join him. Experi- 
ence had taught Sicilians not to 
co-operate, but to grab what they 
could for themselves. 

His first notoriety came in 
1956, when he gathered a few un- 
employed men to mend a pub- 
lic road. The police called it ob- 
struction; his helpers walked 
away; he lay down on the road 
and was arrested. Skilfully, he 
drummed up publicity. Famous 
lawyers offered to defend him 
free. Famous writers—Ignazio Si- 
lone, Alberto Moravia, Carlo 
Levi, among others—protested. 
The Palermo court gave him 50 
days in prison. 

On his release he began to 
campaign for a big dam on the 
lato river, which roared down in 
the winter rains and dried up in 
the nine arid months. Given 
year-round water, Sicilians 
could grow early fruit and veg- 
etables. But dams require land 
and money. Mr Dolci tried to 
stir up the regional government 
in Palermo and the national 
government in Rome, embar- 
rassing them with Gandhi-style 
hunger-strikes, sit-down pro- 
tests, non-violent demonstrations—theatrical happenings, ea- 
gerly reported in northern Europe. Now and then the state was 
shamed into producing cash, but the locals were not necessarily 
pleased to see valleys flooded, gardens and olive trees ruined. 
Moreover, the contractors were either in the Mafia or served it. 
Mr Dolci became famous as a Mafia-fighter. The Mafia did not 
fight back. It shot only those it took seriously, such as Commu- 
nists and trade-union organisers (usually the same people). 
Some of the romantic northerners in Mr Dolci’s chaotic Centro 
Studi in Partinico longed for an occasional shot their way. 

Danilo Dolci was always short of, and careless of, money, 
although he was helped out from time to time, especially by Eng- 
lish families whose fortunes came from the trade in Marsala, the 
sweet wine of Sicily. In the United States his proto-Christian ide- 
alism was absurdly confused with Communism. The Soviet 
Union claimed a hero it did not own when, in 1958, it awarded 
him a Lenin Prize for Peace. By the end of Mr Dolci's life the 
Christian Democrats, some of whose leaders had taken Mafia 
money, were defunct. Emigration had eased some of the pres- 
sure on rural Sicily, while handouts from Rome and Brussels 
had educated and enriched its middle class, so the old violent 
habits came to seem shameful. Mr Dolci did not really lead this 
slow process, but he was one of its precursors. He died very poor, 
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“he O OxfordAdvanced M ansgeniént Programme 
ffers one-of the most important investments in your 
executive. potential that you could ever make. 


nc dts Presenting. a ‘detailed global overview of the business 
A 4 enterprise and its strategic challenges, Oxford’s four-week 

a AMP provides a unique opportunity to stand back and 
... pursue your own learning agenda, assisted by a top class 
~~ team of individual tutors. 


| Youwill join a small and carefully selected peer group of 
= some of the most international and high calibre senior 





rogramme by} programme, a generation of business leaders | 
is leaving O Oxford’s AMP with skills and perspectives 

e sharpened for the e highest responsibilities worldwide. Join 
them in 1998. : 


2 June i dip; 27 September - 25 October 


Return to Caroline Lomas. Templeton College, Oxford, OX] 5N LE UK 


Please send details of: | 7 
| The Oxford Advanced Management. Programme 
f The Oxford MBA 


wt AE 9 
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Email 








qe ? ole 44d (0)1865 42. 2771 Fax: +44 (0)1865 422501 
SB mail: caroline.lomas(@templeton.oxford.ac.uk 
Inter dies A ttp //www.templeton.ox.ac.uk 











KIEL INSTITUTE 
OF WORLD ECONOMICS 
| E i Advanced Studies: 
Ec onomic Policy Research 
998 - May 31, 1999 


concentrated. courses on important areas of international economics; 





profound training: of skill is in economic: analysis, methods of empirical | 
 Tesearch and economic policy eval iuation; | 


designed. for economists hol ding a university degree who are interested | 


jn a career. with international organisations, domestic policy and 
academic institutions, international corporations etc. | 


Lecturers: 
Paul De Grauwe (Leuven) 


Courses: | 

: Macroeconomics in Open Economies 

7 Andrew Rose (Berkeley) 
Ricardo Caballero (M.LT.) 
Richard Levich (New York) 
ingo Walter (New York) 
Peter Neary (Dublin) 


Damien Neven (Lausanne) 
Anthony Venables (LSE) 


Ricardo Caballero (M.LT.) 


The international Monetary System 
The Economics of Employment 
International Financial Markets 
Global Banking 

| International Trade 

| European Economic Integration 


| Investment, Credit and Macroeconomic 
i . Performance 


| Political Economy in Open Economie Alberto Alesina (Harvard) 


For detailed information write to: 


- Institute of World Economics * Advanced Studies 
... D-24100 Kiel * Germany 


Fax: Germany *431485853 © 
Internet info http://www. uni-kiel.de: 8080/ifw] 
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^ & Research Partners —— 


Conceived by some of Top indian Professionals an 
E Undergraduate ( BBA )and Postgraduate (MBA) Level, En 





trepreneurship and Management | 
Processes intemational (EMP! Hs endeavouring to blend education, training, research and 
consulting with a global perspective. With strategic intent of créating new portfolios of E 
knowledge designs, strategies, EMPI invites partnerships in the following areas - 


Peto tne aur rt He eer m y ryan bre nk irm n metit e TP 


Areas for partnering 
E * Business Administration (BBA/MBA/Ph D). + Design 


. Agri-Business 
* international Economics. & Finance 
mm + Corporate Law j 
P à + Entrepreneurship & SME 
Development . 
"e - Assessment Centres — 
rar * Quality & Productivity: 


É > information Technology / Systems 
+ Competitiveness & Strategy 
ü * Organisational Leaming& Leadership. 
* Energy & infrastructure 
ü Management 
* Cross-Cultural Management 
>. Advertising 






a 
E Partnering mode 
i * Collaborative Degree Programmes 
i + Twinning Exchange Programmes 

* Executive Development Programmes 
E * Joint Thematic Research 
li * Consulting 
E EMPII welcomes empanellment of Intemational Faculty for the design and conduct of 
p various programmes with an Asian focus. 
] 
a 
É 
i 







For details contact immediately : w 
Pankaj (VP -Policy & Development) 


EMPI Business School 


City Corporate Contact) 
J-47; Saket, New Delhi - 110.017 | 
Fax /Phones : gi- -$1 ~ 6854840 / 6964138 
E. Inter-net t Leman ampin gele vsnl.net.in 
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| ‘School invites l 
' Education Training, C Consu ilting [8 


E al aé 28 January at 6 Xm. Pamet House Hiton: 17 E Monde Street 


MPERVAR HH ERED SEP OID ERED PEL UPL EMRE SL ARASA SEL USSSA ERAS SENS veut SAAS GENTS CAEN EELS CE SEDATE ASEAN ORES AEN 


| the Sloan Marketing and Admissions Manager, Michelle Thomas: 
London Business School, Sussex Pface, Regent's Park, London NW1 45A. 


| email: sloan, info@lbs. ac.uk Web site: www.ihs. acuk 


Address | |work |. home 
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You are a -fagulvenotvated, ccce manager. or 
professional in your thirties or forties with at least ten years’. 
experience, and you want a programme which will prepare: : 
you for the most senior and international positions. m 
business and industry. TM 

Our Sloan Fellowship Masters in ETEEN i 
offered by only three world-ranking business schools. Yo 
will acquire knowledge and skills in all areas of general 
management and can also specialise in areas of particul l 
interest through a wide-ranging portfolio of elective courses 

By taking the London Business School Sloan Master 
you will have the opportunity: to. explore the- lates 
management thinking with first class faculty. You will shar 
your experience with an international peer group of the very 
highest quality, whose diversity is a key part of the Sloan | 
philosophy. Together vou will develop your business vision, 
sharpen your léadership skills and prepare fully for driving 
your organisation into the next millennium. | 














Our next Information Sessions: 


Londen - Thursday 15 January at 6.30pm. 
London Business School, Sussex P face, Regent $ Park 







Toronto - Monday 19 January at 6.30pm, Sheraton Centre, 123 Queen Street West = ; 
New York - Tuesday 20 January at 7.00pm, Le Parker Meridien, 118 W, 57th Street | 
Boston - - Thursday 22 January at §. 30pm, Marriott Copley Place, 110 Huntingdon Avenue. 


| San Francisco - Monday 26 January at 6. 30pm. Mark Hop ns Intercontinental, One Nob Hil 


















For full details of the Sloan Programme including dates for our worldwide: — 
information sessions, attach a business card, return the coupon or contact. : 


Teiephone: +44 (0)171 706 6825. Fax: +44 (0)171 723 1153 
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Mr/Ms  FistName — 
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WORRIETSERAM AnfoGcrossculture. com | SCHOOL FOR FRENCH 
at Bb House | * Full immersion i | A 
Ran M it i * For company personnel 
| years ol i English 1 language and c culgiral training | [| : | + Dalee one l 
à ) satisfied customers € Tü countries — ] | [;léseau JUIN an pesi zd ee e 3 
C — 3 aa wil you be one of the f hug pp 1000 for 1998? | | [E an g u e s p rivate aei full board i iS MA 
go eS RICHARD LEWIS ei House, Warnford, Hampshire $032 31H. ] | [Butures. TEL +33-3-85-458700 — Fax +33-3-85-458701 : 
T o LRL MUN E Internet: LanguesCultures | @Compuserve.com J 
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.. Cranfield 


UNIVERSITY - 


School of ] Management 





THE CRANFIELD MBA 
MOR E THAN i A Whar do you look for m an MBA programme? Mature students from a wide cross-section of industries and 


professions? A teaching faculty that is rated "excellent? A school that is ranked amongst Europe's best? 


A Li F E | If vou have a degree or professional qualification and at least three years’ work experience, hind out more 


"A T £g 49 An alumni body of 4,000 working in more than 80 countries? A choice of 78 electives? A course that puts 





the emphasis on developing you.as an individual and a team player? Tf the answer is yes, then the € “ranheld 
MBA is for you. 


CHANG ING information or a brochure: Cranfield School of Management, Cranfield, Bedford, England MK43 OAL. 
| Tel: +44 (0) 1234 751122. Pax: +44 (0)1 234 752439 


EXPE RI E N C E Email: mwilliamsitticranfield.ac.uk Internet: http: / /www.cranfield.ac.uk /som 


Í 
| 
about our one -pear full-time or two-year part-time programmes by contacting Maureen Williams for more | 
Cranfield University is an exempt charity offering a centre Gf excellence for research and educates. | 
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One year } nternational MBA at Nijenrode near Amster "dim. A yini itive taken by multinatio- Nijenro de l Iniv rsi 
nals to train and nurture top management talent, Meet 6o mótivated | fellow students from c t V 


25 countries. More information: www.nijenrode.ni . iba nijenrode. ul. ER 31.346 291607 ?. THE J ETHERLANDS BUSINESS SCHOOL | 


CERAN LINGUA 
e E Sp 1 Me tae ee atte that | Avenue du Chateau, 280 
| es B-4900 SPA; BELGHUM) 
; Tet. : 432-87-79 14-22 
VE up to 45 private dis group lessons EM Fax ce 52-87-29 Ji KR 
Since 1973 
and pec dagogical a CHIVES | | Intemet BINION W cerau com 


$ es ins et 
ee vs it, Sg : 2 | dn USA > Langaagenicy Hm i 2x ; ons 
Putting into practice with our teachers: | Te. - 12313] 584-033 Tel. : 9 56 


fat breaks, meals and evening socio-cultural activities] | Fax. 1 (412) 584-3080 
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LaSalle University offers a variety of 
distance education programs in: 






Y 
b 






® 


niversi 


* Arts & Sciences Ħ* Business * Education 
* Engineering & Computer Science 






Call For More Information 


(504)626-8904 
Fax (504)624-2962 


LaSalle Education Corporation 
620 Lotus Dr.* Dept. 136* Mandeville, LA 70470-4000 


Visit our website! www.distance.edu 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
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Match your utilizing your life and work experience. College equivalent credits are 
osition with given for your: Job, military, company training, Industrial 

p WKN à | courses, seminars and business experience. 
legal degree We accept college credits no matter when taken. 


and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


Send/fax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 


“As you know 
experience is 
still the best 


teacher... But 1-(808) 597-1909 
Pe open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
OOV*, 


Fax: (310) 471-6456 E-Mail: admissions? pwu.com 
http://www.pwu-hi.edu 





Are you aiming for the top? It's hard to 
get there in any business — in a career in 
hospitality management, it's really 
tough. No other profession requires so 
many skills. 





m At the world's first hotel school in 
Lausanne, Switzerland, we only accept 
students with the drive to succeed. 
You'll spend four years combining 
theory with practice in all areas of 
hotel management. You'll study 
not only finance, marketing, law 
and human resources, but also 
kitchen, service and housekeeping. 
And you'll do two six-month paid 
internships. 


No one will be better trained. No 
one will have a better chance to 
go all the way 


WIA 


ECOLE HOTELIERE DE LAUSANNI 


First in the World 


Ask for our free information pack by contacting u 
FHL, Dept ECOA, CH-1000 Lausanne 25, Switzerland 
Emal adrmissongehl ch Tel 4121785 11 11 
Fax .41 21 7841407 Website http /Awww ehl ct 
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the only program developed by Treasurers for Treasury Executives 


A senior-level finance curriculum shaped by corporate 
treasurers and conducted by top-rated University of Michigan 
Business School taculty in Ann Arbor, Michigan. Call today 
for more information on upcoming Treasury Institutes, 


FINANCIAL RISK 


MANAGEMENT 
March 29-April E. 1998 


EMPLOYEE PENSION AND 


BENEFITS MANAGEMENT 
April 26-29, 1998 


THE PRACTICAL APPLICATION OF THEORY 
IN AN INNOVATIVE LEARNING ENVIRONMENT 


High caliber peer group exchange - Dynamic, 
interactive format - Onc-on-one faculty involvement 


A partnership between the University 
of Michigan Business School and 


TMA 
ist 


the Treasury Management Association, 
the world's leading treasury organization. 


Phone: 313-763-1000 Fax: 313-763-9467 
E-mail: um.exee.ed@ umich.edu 
Web: eww.tma-net.org/ti.html 
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A successful executive is 


a successful negotiator John F. Kennedy 


School of 


And a master strategist. 
Government 


SPSN is a powerful and fast-paced short à > x 
Strategic Public 


Sector Negotiation 
May 26 - 30, 1998 


program which uses top Harvard faculty 

to help experienc ed executives move to 

new levels of negotiating skill, add strate 

gic dimensions to their negotiations, and 

strengthen their analytic abilities to produce 

successful and lasting agreements 

Designed tor those at the 2ublic-private 

interface, each year SPSN gathers distin- 

guished executives from governments, 

corporations, NGOs and international 
organizations those who must produce 
formal agreements or contracts, structure 
complex financial transactions, resolve 
disputes, or negotiate within their organi 
zations for authority and resources. The 

Nancy A. Huntington, Director 

John F. Kennedy School 

of Government 

79 JFK Street, Cambridge, 

MA 02138 USA 

Phone: 617/495-1142 

Fax: 617/496-6241 

nancy huntington@ harvard edu 


tightly organized session moves from sunple 
nezornauon exercises ro con plex SUEACCTKC 
multi-party agreements. The actual 
negotianon exercises and role plays help 
executives internalize the tactical skills 
needed to produce successful agreements 
with continuing value and cooperation, 
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| q i Major Batish univer rsity ae 
| International MBA 
entirely by distance learning. 
No I s ec eer ed uired. 







^ Credit for work experience - * No classro 
attendance * Accelerated: degre An 
Send Resume for no. cost evaluation 


| [Washington Univers tyl 
| PO. Box 1138 * Bryn Mawr, PAISOIO 7]. 
| Fax: 610-527- 1008 * E- mast washunwopnet 

















send resume fo nagos evaluation or Fax 
a gy (505) 889-2750 
. $400 Uptown Bly, NE 
3l 1 y; Suite 388-W 

Dept. 34 
| LIII New Mexico 671 USA 
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ngorous MBA program, 

| hs The Economist Intelligence | 
Unit has included in its report, 
Which MBA? A Critical Guide to the 


| ; World: 4 Beat Programmes. 
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+e e DOCTORAL DEGREES? 9° 


Accredited, } to 2 years; 
1 month Residency. 
Business, Education, Gov't., Psych. 
int. Relations, Religion, Social 
Work, Health Services 



























" originally estahlished in 1321 - 


HERIOT-WATT UNIVERSITY 
| US. Distributor, 6921-E Stockton Ave. 

| EI Cernto, CA 94530 USA Fax (510) 528-3555 
E -mail heriotwattfdegree net 


Toll-free (800) THE WATT exc 10 







"Write: Berne University, International 
Graduate School, PO Box 1080, 
Wolfeboro Falis, NH 03896, 
TEL: (603) 569-8648 FAX: (603) 569-4052 
E-MAIL: herne@berne.edu 


















C heyenne. Wyoming, U SA 


—— —— ————— B a 













BBA, MBA, MS, 


Business Administration * Computer Stiende * Education | 

f On campus programs available in Cheyenne, Wyoming and | 
at 22 afi filiated centers worldwide. 

| Preston University, Dept. EC198 

204 Air port Parkway * Cheyenne, WY 82001 * USA 

Tel: + 1 (307) 634 1440 * Fax: + 1 (307) 634 3091 

Email: preston Gwvoming.com * www w.wyoming. com/-Preston 
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CENTRAL LONDON The Civil Aviation Authority is responsible for 
the safety and economic regulation. of the 
eL Er MCI SiS British civil aviation industry and for providing 
C. 4,250,000 7 £35,000 air navigation services across the UK and at 
| MES | major British airports. The Economic 
TWO YEAR CONTRACT 
| including policy advice, economic regulation 
and consumer protection. | 


The Economic. Regulation edi. Director i is 
looking fora Policy Analyst to help him review 
and evaluate selected - strategies, policies, 
oviputs and. proposed investments such as IT 
and training. You would also co-ordinate on- 
going strategic management and business 
planning processes and ensure that 
` performance levels and measurements are in 


Me CIVIL AVIATION & 
AUTHORITY 





Teaching French to adults for 


INSTITUT DE FRANCA 


Overlpoki Hg 


INTENSIV E BUT PLEASURABLE 
TOTAL IMMERSION PROGRAM 

S814 hrs a day wih 2 meals. 

ACCOMMODATION IN PRIVATE APARTMENTS 

Next 2-4 week course 

the famous Nice Car dl is in. February 

“Mer EAL France. Tel 493 0I 88 44 Fax 493 "B g9 q7 


N o4: 
00230 Villefranche 


Regulation Group has a range of functions, — 





28 years 


IS 


the Riviera s most beautiful bay 





8 levels > Beg. E ro Adv. H 


starts 2 Feb, 2 March and ail year 





place and are monitored and reviewed ot 
appropriate intervals. 


You should be a ae and are likely to hos 
majored in economic, business or financial 
analysis and have enhanced this through 
several years’ relevant experience. Obviously, 
you will need. to demonstrate. high level. 
analytical skills and the communication | and 





interpersonal skills essential to develop ? 
the working relationships essential to this role. 


In the first instance, pléme: d. your. cv : 
together with covering letter, to Miss Gill Hunt, 


HQ Personnel, Room T1309 ,CAA House, 45- 
pplications | 


to be received by 23rd January 1998. 


59 Kingsway, London WC2B STE.. 





THE CAA IS AN EQUAL OPPORTUNIT IES EMPLOYER 





op quiddy - 3 










d$ y: tain € secretary (tel: 01865 
E 277823) a poiense pn d be sent to the: Senior i or, Brasenose College, 
/5,.Oxford OX1 4AJ, with details of career and. publications and the names and 
“addresses Of three. referees not later than Friday 6 February 1998. Applicants 
|. should ask their ‘referees to write to the. ia Secratary by the same date, 
vn without ura from the College. 
























Sa University O OF 





in association with. st Catherine’ 3 College 


University Lecturership i in Economic Theory 
and Mathematical Economics 


a Aiea are invited for the above post, ‘tenable from 1. October 1998. University 
Salary according to age on the scale £16,045 - £29,875 per annum. The successful 
candidate may be offered a tutorial fellowship by St Catherine's College, in which case 
|. the combined university and college salary would be according to age on a scale up to 
. £35,784 per annum. Additional. college allowances may be available. 


i Further particulars (containing details: of. the duties and full range of 
. emoluments and allowances attaching to both the university and. the college 
. posts} may be obtained from Miss G Coates, institute of Economics and 
| Statistics, St Cross Building, Tor Road, Oxford oxt SUL 01865 271088). 
P ‘The oe date is 6 February 1998. E 







[p duni. ti Ine TUNNOR is an Equal Opportunities Employer. | 


International Portfolio 


RIO 
TINTO 


international postings. 





Fax: 0171 753 2994. 





| actas controller of the institution. The director reports. | 


administration is in harmony with the headquarters i in Nairobi. 


| byaccessing our web site at ads FANWW, egiar. org! icraf on the Internet. 


Business Development xecutive 


Rio Tinto is.a world leader in the international mining and metals industry, with a turnover in 1996 of US$8,448 
million. Our interests cover a wide spectrum of base and precious metals, energy products and industrial minerals 
located predominantly i in North America and Australasia, as well as Europe, Southern Africa and South America. 

If you're an analyst of outstanding ability, you could soon be j joining the Business Evaluation Department at 
our London Corporate Headquarters. You'll be directly involved in new projects and acquisitions as well as areas 
of organic growth and capital expenditure. Extensive travel is involved and there may be opportunities for 


As well as a good first degree in engineering or finance and in possession of or studying towards an MBA from a 
-leading business school, we'll be looking for well developed analytical and modelling skills, a persuasive personality, a 

strong work ethic and stamina. Several years experience in large scale natural resources and primary industry is desired. 
Please apply in writing by Friday 23 January 1998, sending your CV and salary expectations to: Miss Rhian. Thomas, 
Human Resources Offi cer, Rio Tinto plc, 6 St James's Square, London SW1Y 4LD. Tel: 0171 753 2278. | 





International Centre for Research. i 







wow DIRECTOR OF FINANCE ND — 
ICRAF ADMINISTRATION. : 





The International Centre for Research in Agroforestry (1C RA 
research organization supported by the Consultative Group. oF 
Research (CGIAR). ICRAF's ultimate purpose is to- impros 
alleviating poverty, increasing cash income; improving foo 
enhancing environmental resilience 4 in. the trópics. 


The Position 

ICRAF seeks to fill the positior of Director of Finance 
finance and administrative matters of a complex. resear 
countries and an annual budget of approximately USD 22 
30 donor agencies. The individual will supervise the 
Division, which consists of the nance, budget, human. 
and operations units, each headed by internationally rei 







































As a member D. f C R. AP’ s senior managetions tear: 











The Airector will oon res 


d inte g 
or x putting i in Les f hancial and ‘administrative. 
guidelines for efficient administrati 


tion and for ensuring. decentralization of policies 























The Candidate 
The successful candidate must 

* have an MBA or equivalent master’s degree in finance and/or management 

* have at least 10 years experience in progressively responsible finance and 
administrative positions of an international nature ; 
have exceptional communication skills in dealing with people in a multicultnial 
environment 

* have a strong financial T — and well established management skills 

* be up to date in computer Eteracy. 

English competence is essential, while French or Spanish are highly desirable. 
Terms of offer 
An internationally competitive salary and benefits package will be provided. The : 
contract is for continuing appoirtment up to 10 years, subject to 1-year probation period 
satisfactory performance and adequate funding. ICRAF offers a collegial and gender- 
sensitive working environment. The position will be based at ICRAF's headquarters i in 
Nairobi, Kenya. 


Applicants are invited to send a detailed curriculum vitae, including date of birth, salary 
details and the names and addresses of 3 referees (inchiding telephone and fax numbers 
and e-mail addresses). All correspondence should be addressed to the Head of Human |. 
Resources, International Centre for Research in Agroforestry, PO Box 30677, Nairobi, 
Kenya; Tel: +2542 521450; e-mail: r.lecuyeriücgnet. com; fax: +254 2 521001. 


Applications will be considered antil 28 February 1998 or until the position is filled. 
Women are particularly encouraged to apply. We invite you to learn more about IC RAF 


















EXECUTIVES, JOB HUNTING IN ASIA? | 
Contemplating a career search into, within or out of Asia? We can help 
you find a more rewarding position now! Take your first step towards a 

brand new future by contacting us for free info. 








: The creme always r rises td the top, 
so why shouldn't you? 


Looking for the way to achieve that higher level of income? 1f you Te an 
international senior executive, over 40, and gel earning *100K per 
year, we can assist you in attaining your goals s, At Resume Broadcast 
international, our team will manage your career search with the expertise — 
you have come to expect. Our commitment is not just 40 hours per week, 
but 24 hours a day, 365 days a year. Contact us at Tel: (909) 866-4213, 
Fax: (909) 866-4244 or E-mail: 102224. 3306@compuserve.com today 
and watch the doors to opportunity open tomorrow. 












Career Path Asia Tel. (662) 2674685 Fax, 2674688 
| 35th FL, Room A. 1249/12 Gems Tower Message Centre: 2674686 
Charoen Krung Rd., Bangkok, Thailand. Email: epasiataibkk Joxinfo.co.th 


















esame Resume Broadcast International 
R dis i PO BOX 2892. Big Bear Lake, California CA92315, USA. 
BI DI lt im Tek: +1 (909) 866 4213, Fax: *1(909) 866 4244 


















id  tmai: beh 3 @compuserve.com 


} Business Monitor International, a leading publisher of business informa- 
i REN i | tion on emerging markets, requires freelance country specialists to write 
: 7 n i vers i ity of : I 1998 Annual Forecast Reports on. key markets, including Brazil, Egypt, 
C d D ^ d India, Peru, the Philippines and Turkey. Successful applicants will have 
a nte rou ry ae excellent writing skills and proven country expertise on political risk, mac- 
NEW ZEALAND | |. roeconomic analysis and forecasting, the business environment and indus- 
| try sectors. Competitive rates. 




















Send CV and recent writing samples to: 
Nick Boughton 

Business MONITOR INTERNATIONAL. Lip. 
179 Queen Victoria Street, London EC4V 4DD 


Lecturer in Economics 


(Two positions) 











Applications are invited for two positions of Lecturer in the 
international 


Department of Economics, to be taken up in 1998 on a date 
to be agreed. The minimum qualification on appointment is 
the PhD degree in Economics. The positions are tenured 
although visiting positions could also be considered. 
Applicants must be capable and willing to teach to 
advanced levels in one of the Department's three core areas 
of Microeconomics, Macroeconomics and Econometrics 


| BUSINESS ADMINISTRATI ION yg L 
and to teach and pursue research and to supervise Donald Gor don F ellowship 
graduates in their research. 


The Department comprises an academic establishment of | (Research Methodology) 


16 and spans both theoretical and applied aspects of "E 
economics and econometrics. It offers degrees through to The Graduate School of Business Administration is situated 





GRADUATE SCHOOL OF 






the PhD. with courses in economic theory, econometrics, on a self-contained campus in Johannesburg in the heart 
monetary economics, international economics, labour | oftheSouth African commercial and industrial world. 
economics, industrial organisation, economic analysis of | The mission of the School is to provide a broad range of 

law and financial economics, high quality management education through its extensive 
The University is the senior university in C siet and | academic and executive programmes. T 
has 12,000 students. It is situated in Christchurch, the j The Donald Gordon Fellowship is open to an outstanding 2) Á 
largest city in the South Island of New Zealand with a | scholar in the field of Research Methodology. The successful 


population of over 350,000. It has excellent cultural, 
sporting and social facilities. With a temperate climate, it is 
ideal for outdoor recreation, such as climbing, tramping, 


candidate will manage the PhD programme, facilitate and 
encourage research among the faculty, teach research 
methodology and generate a programme of funded research 








mountain biking, skiing, white water rafting, sailing and |] 

surfing. Christchurch is oe the sea and the Southern Alps, il for the School. 

where some of the finest ski-fields are found. The quality of ll QUALIFICATIONS: the successful candidate will have a proven 
life is high, good housing is available at a reasonable cost track record in research and teaching and will have demonstrated 
and the economy is growing. - lf | leadership in his or her field. 

Academic enquiries should be made to the Head of Department, |f | m putes: the incumbent will be required to conduct research 
Mr Robin Harrison (fax: [643] 364 2635; email: | and teach on academic and executive programmes. 





<HOD@econ.canterbury.ac.nz>. Information. about the 


University may be accessed at : «htip//www.canterburyacnz/». |f | E SALARY: the remuneration package is extremely attractive 
The salary for Lecturers is on a scale from NZ$ 45, 000 to and commensurate with a professorship of a leading international 


NZ$55,000 per annum. Business School. 





Conditions of Appointment and Information for Candidates | | miNoUIRIES: Prof. Mike Ward, Director of the School, tel: 
may be obtained from the Association of Commonwealth || 2711 488-5612 or fax: 27 11 643-2336. 

Universities (46330), 36 Gordon Square, London WCiH — || | m To apply, submit a detailed CV with names, addresses & 

OPF Rok GIZI 307 6378 Ekt O0 DU DOE contact. numbers of 3 referees and certified copies of 

email: <appts@acu.ac.uk>). Applications, quoting Position | degrees/professional qualifications to: The Personnel Office . 


No. mid p on 27 February 1998, and must be (Academic), University of the Witwatersrand, Private Bag 
airmailed to: O a Eee ae a oe MEUS | | 3, WITS 2050, Johannesburg, SOUTH AFRICA. 


CLOSING DATE: 20 FEBRUARY 1998. 
QUOTE REF: ECONOMIST 16004. 


WITS Se " 





(nisi reity "T anterbury, Private Bay 4800, 
Christchurch, New Zealand. 












plications are invited, for the posto 








Agricultural Academy and alongside th 
applicant will demonstrate. à. s: 
"management, with recent è 
immediately available. He/s 
education and training secte 
education management and de 
language would be an advanta; 
To register interest and to obtai 
Mrs Clare Evans athe oae s p 
Halcrow: Rural Management Ltd, 
Phi +44 (0) 1793 812476, 





















familiar; with education policy formulation, as well 








details please send CV and communicate with 











d Burderop Park, Swindon, SN4 UK 
4 (0j 1793 845475. Email: hrm@halcrow.com 








USTRALIAN NATIONAL UNIVERSITY 
Postdoctoral Fellow/ 
Research Fellow/Fellow 
Department of International Relations, 
a Research School of Pacific and Asian Studies (RSPAS) - 
-.' The Department of International Relations, Research School of Pacific and 
Asian. Studies (RSPAS), The Australian National University invites 
ipplications for up to three positions at. Postdoctoral Fellow/Research 
‘ellow/Fellow in Foreign Policies/International Relations of the People's 
Republic of China; International Environmental Politics of the Asia-Pacific 
Region; and International. Relations/International Political Economy of 
“Southeast Asia, Further particulars, including selection criteria, from School 
‘retary, RSPAS, Fax: 61 2 6249 4836, email: schisec.rspas&anu.edu.au 
plications to the Staffing Recruitment Officer, The ANU, Canberra ACT 
00, quoting ref no. PA10.12.3 including CV. list of publications, names 
and addresses of 3 referees. Closing date 17 April 1998. Applications from 
suitably qualified women particularly welcome. 











|, DEPUTY EDITOR/ECONOMISTS | 
| EASTERN EUROPE (EEO198), © 
MIDDLE EAST (MEO198), AFRICA (AF0198) 
COMPETITIVE SALARY + EXCELLENT BENEFITS 


The EIU is the leading supplier of economic and political 
< information to business world-wide. We have three positions for qualified 
s /. economists within the editorial teams covering the above regions. 

The work involves writing and editing quarterly, country-based 
economic reports to tight deadlines. Candidates. must be highly 
numerate and PC-literate, will typically have a Masters degree and 

~ will possess excellent written and spoken English. You will alo ` 
need to demonstrate in-depth economic and political knowledge 
of the countries within your chosen region: Relevant language skills 
would be an advantage but energy, maturity and a real enthusiasm 
for the subject are equally important. 

If you want to use your expertise as part of a first-class team 
please apply in writing, quoting appropriate reference and enclosing 
à CV including details of current salary, to Richard Claughton, 

HR Executive, at the address below. Non-EEA applicants would need 
to obtain UK work permits. Closing date: 23 January 1998. 


BAFNTUNESLATREPAXETAAEEATABERTPLAREANRRAEATARTUPASEAEROREE"AAAÓTDATNIUATAEPAOACADOSAÓPROSHATO HA AE PeAÓEAAER ER ORUEE 


THE ECONOMIST INTELLIGENCE UNIT 






E: LU 


The Economist 
Intelligence Unit 


15 REGENT STREET 









LONDON SWIY 4LR 






Team Leader/Agricultural Education and Training Specialist, Belarus 





UDIN MOENIA MINI EUNDI MEME 


: f Team Leader to work on an iniportant agricultural 
“education restructuring project irc Belarus. This three-year EU-funded project provides technical 
“assistance to national and regional administrations, working directly with the Belarussian 
i& Ministries of Agriculture and Education. The successful 
ack. record in the field of project and institutional 
vountries of the NIS or Eastern Europe and will be 
considerable experience of work within the agricultural 


as 


in English is essential and a knowledge of Russian 
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POWERING 



















EPRI delivers science and technology for 
Linked to a world-wide network of technic: : 
and engineers develop ianovative technical solutions to 
problems, now and for the future. | 


EXECUTIVE SALES DIRECTOR (Europ 
This crucial position will provide guidance for internatio 
business relations in Europe and the Middle East. Serving as the com 
lative to various international utilities and related entiti 










for the growth of EPRI's revenues and participation ir 
You will identify market opportunities, develop bus 
posals are complete and corisistent with EPRI deliv OU 
your expertise in contract negotiation and in leading and develo 
Science & Technology sales team. af 


Successful candidate will have 10+ years experience in intemational marketing, sales > 
and/or international project management in the European Utility industry. Background... 
with energy marketing and inte national contracts is required. Excellent interpersonal, 
managerial and written/verba’ communication Skills are essential. BA/BS degree - 
in @ technical field, MBA or advanced marketing degree is preferred. Bilingual candi- 
Gates currently located in Europe are most desirable. RS A: 


EPRI is a unique science and technology organization offering competitive salaries 
and excellent benefits. Please submit your resume via e-mail to: eklevinsGepri.com 


Palo Alto, CA 94304, We Are An Equal Opporuty Employer Fot addtional formae 
tion on this and other opportunities, visit our web site at KDE | 


















WWNW.epri.com 





Cf BT Education Services, a leading education and training 

management company operating worldwide, is looking for. 

suitably qualified and experienced project leaders across a. 

range of specialisms for forthcoming projects in the 

following fields: | LAU | 

€ Institutional strengthening at 
tertiary level = 

€ Economic integration and economic | 

policy reform . — | | ) 


€ Trade analysis and policy : | 
CfBT | 


€ EU accession strategies 
Education Services 






Ne. 
















€ Vocational education | 
€ European studies programmes 


Work experience in South/SE Asia 
and Eastern Europe would be advantageous. 





Essential qualities for these positions include demonstrable 
experience of leading similar projects, rigour, commitment 
and professionalism. 






Please submit your CV (preferably by disc in Word or Word- - 
Perfect format or e-mail attachment) salary expectations 
and contact details to: | 
International Recruitment, C/BT Education Services, 
1 The Chambers, East Street, Reading RG1 4JD, 
United Kingdom — Fax: +44(0)118 952 3924 
E-mail: intrecruit@cfbt-hq.org.uk 










Education resource management and consultancy worldwide 





). Supply of: Cables, ‘Conductors, 





INVITATION FOR PREQUALIFICATION 





ZESCO- ZAMBIA. 


Date: 22nd Deceniber 1997 


Contract No: DSLK 7H 31 


The Government of Zambia has applied for a credit from the International 
Development Association hereinafter referred to as the IDA, in various 
currencies towards the cost of the Lusaka Distribution Rehabilitation 
Project and intends to apply a portion of the proceeds of this loan to 
eligible payments under the contract for which this. Invitation for 
Prequalification is issued. 


The Zambia Electricity Supply Corporation Ltd (ZESCO), hereinafter "the 
employer" is designated by the Government as the Implementing Agency 


for the Project and intends to prequalify contractors. for. the. Lusaka © 


Distribution Rehabilitation Project (LDRP). 


There will be one contract in LDRP which. RICE following | 


main components: _ 


Supply, Erection, and Installation of 33/11 kV Substations and Equipment. 


This contract component includes new 33/11 kV substations namely: 
Barlaston and Chawama. Several existing substations shall be rehabilitated. 
There will be approximately 10 pes of new 33/11 kV power: transformers 


totaling 240 MVA capacity and dismantling and re-erecting of 7 pes of the 
existirig 33/11 kV power transformers totaling 100 MVA Srey All civil. 


works are included in the contract. 
_ Supply and installation of Overhead Lines and Cables. 


This contract component includes all the works. associated with the supply 
of 33 & 11 kV Overhead lines, 33 & 11 kV Power cables. and Pilot 
cables. It includes i.e. construction of approximately. 35 kms of 11 kV lines 
and approximately 70kms of 33 kV lines as well as a aparia 15 kms 
of 33 kV underground cables. 





Distribution Transformers and 
Miscellaneous material. 


. The materials cipplied: in this contract pon are to o be used for the 
system maintenance only. 


| Supply of Tools and Equipment like: 





-motorized maintenance equipment. such as mobile ol il treatment plant et ete, 


-tools arid instruments other than above 


The contractor has. to. work in. close cooperation: with: the Eiivitórimeiital: 


‘Council of Zambia, the Environmental and Social Affairs Unit of ZESCO 
as well as with the operational staff of ZESCO conversant with Lusaka 
Distribution System. 


It is expected that Invitations to Bid. will be made in April 1998. 


Prequalification i is operi to firms and voluntarily formed joint ventures from 
eligible source countries as defined in the Guidelines: Procurement under 
IBRD Loans and IDA Credit January 1995 revised. aser. and 
August. 1996. 


Eligible applicants may obtain the pivqualificatign: oculus is by calling, 


writing or faxing: Dr K. Akapelwa, Director- Power Rehabilitation Project, 


- Zambia Electricity Supply Corporation Ltd. (ZESCO); Stand 6949 Great 
East Road, Lusaka, Zambia, Telephone: 260 1 228084, “Telefax: ++ 260 
1 223970. or 239343. 


The request must clearly state “Request for Prequalification Documents, 
The documents are available for a non refundable fee of USD 100.00. 
ZESCO will promptly dispatch the documents by registered airmail, but 


under no circumstances will it be held responsible for late due or loss 


of the documents so mailed. . 


A minimum requirement for qualification will be to have süccessfully 


cartied out projects of comparable size in tropical coutriés. over the: last 


five years. 


Submissions of Applications for. Prequalification must be’ eave in 
„sealed envelopes, which must be either delivered by hand or registered 
mail to: The address. mentioned. in para 5 in this document, not later. . 


than: 23.02.1998 and be clearly marked "Application to. Prequalify for 
Lusaka Distribution Rehabilitation Project 


ZESCO reserves the. right to accept or reject late applications. 


fenex will "he advised, in. mise course 












" of the results of their . 
: ex ander this. g 


(a) 


(b) 


(a) 


(b) 


‘TRANSMISSION SYSTEM REHABILITATION — 
ZESCO - ZAMBIA 


Date: 23rd December 1997 | Si 


Contract No.: 
Contract No.: 5.20 Substations 


The Government of Zambia has applied for a credit from the International 
Development Association hereinafter referred to as the IDA, of United States 
Dollars 75 million equivalent in various currencies towards the cost of the Power 
Rehabilitation Project, and intends to apply a portion of the proceeds of this credit 
to eligible payments under the contracts for which this Invitation for 
Prequalification is issued. 


Zambia Electricity Supply Corporation Ltd (ZESCO), hereinafter “the Employer” 
is designated by the Government as the Implementing Agency for the Project and 
intends to prequalify contractors for the folowing contracts under this project: 


Contract No, 5.10: , 
‘Erection of a new 330 kV transmission line (ea. 45 km) between the new Lusaka 


West Substation and the existing Kafue West Substation. Most of the materials 
such as towers and conductors etc. are already available from another line that was 
not erected. 


Supply of transmission line equipment and materials; maintenance and on-the-job 
training on the existing lines in the 330 KV, 220 kV, 132.kV and 88 kV systems. 


Contract No. 5.20: 

Construction of a new 330/1 32/33 kV substation Lusaka West near Lusaka. The 
substation will include one 330/132 kV, 125 MVA transformer and one 132/33 kV, 
90 MVA transformer and the necessary 330 kV, 132 kV and 33 kV switchgear for 
the transformers and one 330 kV incoming line, two 132 kV outgoing lines and six 
33 kV outgoing lines. 


Rehabilitation of various substations in the Zambian 330 kV, 220 KV, 132 kV and 


88 kV systems. The rehabilitation includes the supply, erection and commissioning 


of various equipment such as new HV circuit breakers and measuring transformers, 
auxiliary equipment such as batteries, rectifiers and compressors, relay protection 
equipment and boards, metering equipment and control and supervisory equipment 
and overhaul of 330 and 220 kV air blast circuit breakers, Extension to the Kafue 
West substation in preparation for the new 330 kV line will also fotm ids bid the 
contract. oh, T onan’ i 


Please note that the construction of the new 330 kV line and d Lusaka West 


substation is conditional upon the completion of the rehabilitation work at the E de 


substations. The Employer will therefore conditionally award the contract 5:10 and - 
contract-5.20 (a) which deals specifically with the construction work at Lusaka 
West substation. 


The implementation of each of the contracts is assumed to take about 28 to 


. 30 months. 


It is expected that Invitations to Bid will be made in April 1998. 


Prequalification is open to firms. and voluntarily formed. joint ventures from 


eligible source countries as defined in the Guidelines: Procurement under IRBD A 


Loans and IDA Credit January 1995 revised January and - 
August 1996, Applications may be made for prequalification for one or more of. 


. the above contracts as long as applicants comply with the minimum criteria: 


for each. 


Eligible applicants may obtain the prequalification documents by calling, writing, 
faxing or telexing:Dr Kawana Akapelwa, Project Director - Power Rehabilitation 
Project, Zambia Electricity Supply Corporation Ltd. (ZESCO Head Office), Stand 


6949 Great East Road, P.O. Box 33304, Lusaka 10101, Zambia. Tel no: +260 1 


.. 223970/239343, fax no: + 2601 223970/239343, telex: ZA40150 ZESCO ZA. 


10.- 


The Employer reserves the right to accept ór reject late applications. ^ 


i fs = joint ventures prequalified inder this procedire, wil bei invited to b 


There will be two sets of prequalification documents for contracts 5.10 and 5.20 


respectively. The request must clearly state. *Request for Prequalification 


Documents for Transmission System Rehabilitation Project”. The documents. 
are available for purchase starting from Friday 30 January 1998 upon payment of f 


a nonrefundable fee of US$ 50 per set. The ZESCO will promptly dispatch the 
documents by registered airmail, but under no circumstances will it be held 
responsible for late delivery or loss of the documents so mailed. 


A minimum requirement for qualification will be to have successfully dd out E d 


the design, manufacture and installation of at least three transmission line 
construction projects (220 kV and above) and. three substation design and 


construction projects (220 kV and above) during the last five years. Specific B 


experience in PLC and SCADA also forms part of the minimum. criteria. 


Submissions of Applications for Prequalification must be received in siid EE 
envelopes, which must be either delivered by. hand or registered mail to: The vof: 
address mentioned in paragraph 5 above in this document, not later that: F 
12.00brs on Friday 27 February 1998 and be clearly marked “Application to — 


Prequalify for the Transmission System Rehabilitation Project, Contracts) a 
No...(Insert whatever applicable)”. d 








Applicants will be advised, in due ‘course, ‘of the results of their applications. Only : m : 
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9000 Ext. G-4265 Awards, GMC, POB 70302, Athe 
16610, Greece. Fax 8962 
eee JANWW. glodal-money com: 
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Need an offshore company? | 
| RULE NUMBER ONE... 


| Do not use an incorporation agent. in your country, as this. Creates a file 
on your offshore identity in your own country. This is not wise. | 
Companies - Worldwide - Bank Introductions - Re-Invoicing - Nominees: 
CHARTERED OFFSHORE SERVICES LIMITED | 
| St. Andrew's Terrace, Waterford, Ireland. 
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LAW OFFICES OF COLIN R. SINGER, Attorney 


Canadian Citizenship & Immigration Fel: (S534) 487-2611 
510-4999 Ste-Catherine St. West Fax: (514) 487-2385 
Montreal, QC, Canada, H37 T3 Email: csinger @ 


"Canada 's leading. internet law firm" 
World Wide Web Site: htt Adana singercaf 
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Lucyna Goma Graver, Executive Director | 
Av. Adolphe Lacomblé, 66 - 1030 Brussels, Belgium 
\ Tel. 4322 737 77 46, Fax 43222 732 75 25, Internet: hitp://wwweis.be/ecpab 
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BECOME A SUCCESSFUL || 
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No capital or experience required. No risk. 
Work from home. Part/Full time. 
^. Advisory service included. 
istablished 1946. Clients in 120 countries, 
Send for FREE booklet. 
i WADE WORLD TRADE 
ept 2024 50 Burnhill Road Beckenham Kent 
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Tel: +44 (0) 181 650 0180 (24hrs) i 
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: CONCRETE: SERVICES NETWORK (CON) | i 

- [Providing professional support services to 
the global Coficrete products ene i 
[Visit CSN on the World Wide Web at | 
. | http//wwwiconcreteservices.com 
| Phone: 800-838-6795 — Fax: $17-354-1151 | 
o Ema address: i 
concréteservicesQiconcreteservices. com 
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international exchange 
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Acorn Capital Partners. 
Tel: 1-781-239-8103 Fax: 0-781-239-8095 
offsureacaol com 
70 Walnut Street, Wellesley, MA 02181. USA 
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Justice... 


It's just what you're looking for. 







Menon this ad tor a sigeug Bonus: Agent inquiries welcome, 





f~ 310-526-2000 j -310-526-2109 fax. www.justicecorp.com 





INTERNET ADIN 

OF U.S. SECURITIES 
With 

‘THE PRIVACY AND Ž 

PROTECTION OF AN . 

OFFSHO ORE COMPANY 





























E 227 
Litigation Bag. | 





—————— Maa bana ai banana nena A Pie 


22x14 x8" 
Walnut or black leather $1050. 


Here’s an enormous brief- Our Traveler's Briefcases 
case that can double as your double as your laptop bag. 
suitcase. It can carry letter- Your laptop's protected by 
size manila file-folders and our padded, Flexible Un- 
letter-size bindersstacked — wreckable"" frame. 
vertically, side-by-side. Ic: E 


The complete offshore package offers: 





° Corporate f Trading Account 
e An International Bank Account 
e Secured Credit Card 





Twelve of us work together 
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e An Offshore Company . a ‘legal’ uos ee to design and make Glaser 
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account of. up to $50M shirts wrinkle-free in your Francisco studio. We sell 

. On-line Port folio Valuation 22” Litigation Bag with direct to you. Please call 

° High Yield Money Market Sweeps. Glaser Insider " dividers. for our free catalog. 


* Instant Worldwide access to your account 


http: JI vw. bhisecurities. com 


Not available to: U. 8. citizer ns or residents. 
is cr services to which this advertisement 
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GLASER DESIGNS | 
Travet Goons Makers | 
32 OTIS ST. SAN FRANCISCO, CA 94103 - 


PHONE 415-552-3188 FAX 415- 431-3999 . 
TOLL FREE 800- Me ieee CONGÉ GLASERDESIGNS. COM | 






















A U.S.A. CORPORATIONS 
ŞE LIMITED LIABILITY COMPANIES 
Foreign Ownership Allowed. Corporate 
‘Liability Protection. Flow-Through Taxes. 
|. Free information Packet 
CORPORATE SERVICE CENTER, INC. 
1475 Terminal Way, Suite E 
Reno, NV 89502, U. ag 
mà 702-329-7721 * FAX: i 
ttp://eww.CorporateServic 
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| IMMIGRATION TO CANADA. 

| Canadian. immigration: Lawyer will | 
prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 
| Simcoe, Ref. E, 1255 Laird Bivd., 
3:208, Mt, Royal, Quebec, Canada | 
HƏP ZTI. Fax (514) 739.0795. p 
Email: 76143.2031@compuserve.com |: 











-LUXURY SERVICED APARTMENTS NEAR HARRODS 
-CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED FULLY REFURBISHED ONE AND TWO | 
- BEDROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 


TEL: 0171-581 5466 
FAX: 0174. -584 2912 









T i "Kensington Park" 
"Apartments 
duxury Serviced apartments near Harrods. 


` Select from studios, one/two bedroom apartments 
all with fully equipped kitchens and stylish italian 
furniture, at competitive rates. 







i Limousine service available. 
j- '58 Kensington Court, London W8 SDG 
TEL: ++ 44 171 937 2469 - 0498 622765 (24 Hrs) 
FAX: ++ 44 171 795 6215 
EMAIL: kenparkGdircon.co.uk 
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IMMIGRATE TO CANADA, 
UN RATED #1 


"We provide a full range of services: 
Immigration. work permits 
Employment search assistance 
We can even help you settle. 
Surveys rank Canada tops overall 
Consider our flexible immigration 
Laws compared with other countries, 
Contact us for free assessments. 


, RUSSELL & SAVAGE 


Licensed Attorneys 
Suite 2000, 393 University Avenue 
Toronto, Ont, Canada M3G IEG 
Fax (416) 597-2267 
Phone (416) 585-2088 or 585 2552 
Email vkrusselli@iaol.com or 
hsavage(@inforamp.net 



























COMING TO LONDON? 


Then why not stay at Endsleigh Court where 
you can be sure of a friendly and courteous 
welcome, 

Our large block ts centrally situated, offers 
self contained studio apartments with well 
equipped kuchen and bathroom 
October 1997 - March 1998 From *£321 Per Week 
April 1998 - September 1998 From *£190 Per Week 
A limited number of ONE and TWO 
BEDROOM apartments are available 

For further details contact- 
ENDSLEIGH COURT 
24 UPPER WOBURN PLACE 
S. LONDON, WCIH OHA 
Telephone: 017i 8780050 Fay: 0171 380 0280 
AH major credit cards accepted 
5j HIS PRICE INCLUDES A SEPARATE 
GEFOR PROVISION OF FURNISHINGS 



































I Fax: (361). 
j E-mail: fa (eco (Gimail matav.hu 


Ask for our FREE information 
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GOVT FORECLOSED homes from 
pennies on $1. 
. Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. 
. current listings. 


IMMIGRATE TO CANADA 
.. “We Can Help" 


0223 Years Experience in Immigration Matters 
The law firm of Somien & Peterson 
o0 Mtpu/vwww, "somjen. com 


Email: somjeniisomjen.com 
Suite 810, 1240 Bay Street, 
Toronto, Ontario, Canada, MSR 2AT 
Tel: (416992? 8083 Fax: (4161922 4234 
Z “We Can Help” 
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| TAX-FREE 
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l of companies 
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| tel/fax/mail forwarding services 
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[| We incorporate and provide management 


services in all leading jurisdictions. 


Offshore structures can cut taxes and offer 


significant asset protection. 


For further information, please contact] 


INTERNATIONAL COMPANY 
SERVICES LIMITED 


TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iam@icsl.com 


. GIBRALTAR - STEVE ROWLEY 


TEL: + 350 76173 
. FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsi.com 


SOUTH AFRICA - CARL LIEBENBERG 


TEL: + 2721 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@ics!.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1 954 943 1498 
FAX: + 1 954 943 1499 
. E-Mail: usa@icsl.com 


http: /Iwww.ICSL.com 


Delinquent Tax, 


H-4265 for 


REO RE | 


DIANE DENTITH - FCIS 













WORLD WIDE | 
No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS § 
Since 1975 our worldwide staff of EO 
over 275  multi-disciplined. 
professionals aludd lawyers, 
chartered accountants, chartered 
secretaries. and bankers have 
provided confidential and cost 


affective company formation in all 
the major low tax areas. 





















M SCF is one of the world's largest tax 
M planning practices. Fully owned and 

operated by lawyers and accountants. 
M Ail our consultants are professionally. 

trained and will ensure your affairs. will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality. 
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' % change at annual rate The Economist poll 


l GDP forecasts 





| fise of 2.8% taking inflation into account, 


| % change at annual rate - 





The Economist poll 
Consumer prices* consumer prices Dr Producer prices* 
o mths? iyer 1997 1998 3mthst 1year 
Australia — 808 -1r -03g . r$ r1? — 20 4160 zr 
Austria — £09 + tI Nx — *15 *17 + OF »060x« m (a . 
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|'-BH FORECASTS Every month The Econo- 
| mist surveys a group of forecasters and cal- 
. culates the average of their predictions of 
| economic growth, inflation and current- 
-| account balances for 15 countries. The ta- 
|; ble also shows the high and low forecasts 
for growth. The previous month's fore- 
| casts, where different, are shown in brack- 
ets. Our seers have tweaked some of their 
final growth estimates for 1997—the coun- 
| tries’ official estimates. will dribble out 

“over the next few months. The initial con- 
“sensus for 1998 is that continental Europe 
: will grow much. faster than in 1997; Amer- 
ica and Britain, both of which have en- 
 joyed long, strong expansions, will grow 
| more slowly; and Japan will | be hurt by 
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od remain subdued in most countries. 
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Asia's economic troubles. Inflation should | 
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"OUTPUT. DEMANDAN D JOE BS ah Movember German dase POCHE rose by 0.3%, 
- and was 4.2% higher than in November 1996. In October Denmark's industrial output was 
t unchanged; its 12-month growth rate fell to 4.2%. Belgium’s unemployment rate edged up to 
(| 13.2% in December, while Austria’ s jobless rate remained at 7.1% in November. 
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IS I PRICES AND WAGES In the year to October, ere inflation increased to a still- 
. | tameo: 8% in France, but fell to 1.7% in Belgium. In December Austrian 12-month wholesale- 
T price inflation edged up to 0.6%. Swedish workers” pay rose by 4.6% in the year to October—a 


.Wages/eamings — 
3mths! — 1year 
4-44 + 2.7 Aug 
na na 
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+53 + 43 Od 
- 87 -~ 18 5p 
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+ 2.5 dul* 
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Economist | COMMODITY PRICE INDEX | 
BÉ The premium of white (pro | 
cessed) sugar over raw sugar prices has | 
been below $40 a tonne since December, | 
its narrowest margin since April 1993, and. 
only half the cost of refining it. The main | 
reason for the fall is a record crop of 19m | 
tonnes in the European Union, the main | 
supplier of white sugar, which leaves it | 
some 6m tonnes to export. Russia needs to. | 
import 4m tonnes of sugar, after its poor- 
est beet harvest for 30 years. But it wants to 
buy mainly raw sugar, because of a high 
import duty on refined sugar. Hardest hit 
by the low premium will be the new refin- 
eries in the Middle East, particularly Du- 
bai, which can process 750,000 tonnes of 
raw sugar annually for re-export as white. 


The 





1990= 100 % changeon | 
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STOCK MARKETS Wall Street was muted in the week to January 7th, on fears of lower earn- 
_ Ings and the Asian crisis. Tokyo lost 1.5%, and was unimpressed by the government's plan to 
_ strengthen stockmarket rules. Four of our European markets hit record highs. 
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j organ Stanley Capital international index includes above markets and seven others, in dollar terms. 
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dipped below 5.75% for the first time since such bonds began to be issued regularly in 1977. 
































)NEY AND INTEREST RATES Theyield on America's 30-year benchmark Treasury bond. 











LR 
AE E 
Yields on ten-year German bunds touched their lowest point since the 1960s. | r 
; : 3 a 7 
.Meneysuppy* — /— ^ interest rates % p.a. (Jan 7th 1998) "e j | 
-C.o 7 s %riseonyearago — over- 3-mth money market banks bond yields Eurocurrency | | 
harrow broad night latest year ago prime gov't" corporate  3mths bonds | | 
Australia . — í:128 +72 Nw — 503 494 — $75. ^ | 875 — 573 617 500 544 | | 
“Austria +55 +22 00 346 375, 3.35 650 527 na na 604 | | 
Belg +58 +63 on 330 355. 30 715 535 61 T56 a73 | | 
Britain — «68 +106 Nw 738 — 755 — 3619 825 609 665 745 634 | | 
Canada — «77 +43 Now 425 423 288 600 544 643 469 516 | i 
Denmark ^ na +41 on 360 392 ^ 364 625 538 96 394 51 
France .— — *80 «150: 338 — 360 — 227 ^ i 655 510 $549 ^à— 356 468 
Germany — 567 548 Nw 343 363 — 313 500 512 515 356 473 
dal — 77 10.3 Now 63! 560 ^ 738 888 54 573 $86 $513 |- 
Japan — — «91 +32 Nw 041 Oi 043 — 7163 186 158 042 118 | 
Netherlands — «78 +71 Nov — 332 — 351 — 308 07 525 — 511 556 — 347 474 
Spain — — 130 +40 Nw — 482 — 478 ^ 615 — 725 ^ 539 973 469 496 | 
Sweden na 413 Nw 425! 4505 368 580! 564 6175!  4B0 555 | 
Switzerland +93 «41! oa 094 13! 181 313 318 34! 139 235 | 
‘United States -15 +53 Nw 528 54 47]  . 545 850 553 $63 561 546 | 
‘TTenyear bond rates (old senes Britain 15-year 6.0996, United States 50-year 580%), December. | 
“* Narrow: M1 except Britain MO, broad: M2 or M3 except Britain Má. Sources: Banco Ambrosiano Veneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, | 
Chase Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, i 
Paribas, Royal Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreamACV. Rates cannot be construed as banks’ offers. i i 
TRADE, EXCHANGE RATES AND RESERVES The dollar continued to climb, rising by 1.2% in trade-weighted terms in the week to January | 
7th; it hit a 52-year high against the Japanese yen and a ten-year high against the Australian dollar. Australia recorded a trade surplus of | 
$330m in November, giving a 12-month surplus of $2.3 billion, up from $1.8 billion in the year to October. | | 
LEM . Trade balance*, $bn ^ Current account , $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn | 
latest latest 12 latest 12 mths trade-weighted? Jan7th yearago | perf  perDM pereu latest yearago | 
month months jan7th year ago | m MON | 
Australia + 033 Nw « 23  —- 13205 ° 845 935 °° +4156 128 254 08 169 167 oa 133 | 
Austria - 143 q$ ..:.80 ^ : 6000 ^ 1004 ^ 102 129 iii  . 208 704 139 204 0d | 226 | 
Belgium —— +158 Ag + 7 +143 hn ——— 1018 1046 377 324 $612 206 408 170 00 — 178 | 
Britain —  — 22100 - 185 + 630 1045 961 RE: 062 0598  —  . -. 034 — ( 0.67 350 aug 423 | 
Canada «042 0a +184 ~ 8500 826 854  : 143 136 233 078 155  . . 218 oa 199 | 
Demmrk + 0.14 seo v 40 — 0503 — ÀÉ 143 — 168 — "60 — o0) — 109 38i 755 — 20808 5. | 
Frane — Bode Koen dt dde e o T c US cru bh. 93. . LLENO NEN LE NE WE 
Germany m + 5.24 Oct + 72.1 ~ 6600 109 © 106.4 es 1.57 257 Ms. 1.98 _ 77.5 Oq 859 | 
italy € 152 Sep 4 345 ———— * 34255 — B6 — 781 1793 1540 — — 2,12 982 1942 544 ot — 514 | 
Japan «1163 0d «975 5: 8760a 1180 $269 13 n6 21 MMC ME 143 2270 ou 2150 | 
Netherlands + 1.54 sp) + 163 «224Q2 1011 1048 206 — 176 334 113 223 266 0n 383 .| 
Spain —  -20000  - T8 t 9201 ^" ^ Jés ^ 791 "158 — 132  — 281 84] — 168 . 684 oa SS 
Sweden + 1.28 Nov + 170 + 7.2 Sep 84.5 86.9 _ 8.06 6.97 13.1 441 8.73 13.5 sep 22.5 
lla, Britain, France, Canada, Japan and USA imports fob, exports fob. All others ciffob. *1990=100, Bank of England tExcluding gold, IMF definition. — aaae | 
seasonally adjusted. 














| produced the juiciest local-currency. re- | 
| turns of those in our chart, earning total. |. 
| returns (interest plus capital appreciation) | 
of 14.85%. Italian bond investors did al- - 
most as well, earning 14.45% on expecta- | 
tions that Italy will be a founding member |. 
| of Europe's single currency. American | 
! bonds produced a 10% return as yields | 
_ headed towards the all-time low on 30- 
| year Treasuries, achieved on January 6th. 
|, However, the dollar hurt Americans who. 

invested in international bonds. | 
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TRAFFIC To deal with congested 
; roads, many national and local govern- 


ments are now experimenting with vari- 
ous forms of road pricing to limit de- 
mand. That is because it isbecoming more 


difficult to expand the supply of roads. For | 


some large countries, such as the United 
States, figures on average road density do 
not capture the full extent of the problem 
in congested areas. But for many smaller 
countries, including several islands, the 
problem i isa national one. Monaco, for ex- 
ample, is by far the world's most paved 
country, with 30 kilometres of roads for 
every square kilometre of land. Singapore 
and Bahrain suffer from similar limita- 


tions. Interestingly, despite its large sur- 
[3 second-highest 3 
road pero a the cou: hae in our fua 


face area, Uruguay has th 






| America pere densis is far rise ind | 
is not on. the. chart. Besides road. density, 2 
another good measure of congestion is the | 


ida speed of traffic. 


% change on year. earlier 
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| FINANCIAL MARKETS Asian currencies contimiied to fall. The Malaysian ringgit, Indone- 
-| sian rupiah, Philippine peso and Thai baht all hit record lows against the dollar in the week | 
-o toJanuary 7th. The Kuala Lumpur stockmarket was hardest hit in our table, losing 12.4% over | 


ECON OMY China's SGDP DEG. at 8. 23, TIS changed in ey yeàr to ac fourth guare In |. 
the year to the third quarter growth quickened to 5.1% in Hungary and slowed to 6.9% in 
Poland: South Korea's December trade surplus was a record $2.3 billion; its 1997 deficit fell to 
$8.0 billion from $20.5 billion in 1996. Taiwan’s trade surplus fell 44% to $7.6 billion in 1997. 
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Trade Current Latest Yearago | 
balance account i 
438.6 No + 7.2 1998 136.0 sep 974 | 
-207 nv  — 26 19% 918 0a 554* | 
i SNMP, DC EET I EE E | 
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f 








: the week. Seoul, however, showed signs of renewed confidence, gaining 8.8%. | 
niy units . interest rates _Stockmarkets l % change on l 
77 pe$ pef  shottem = janvth tt” Dec 31st 1996 
jan 7th year ago Jan 7th % p.a. one “in local | ins 
week currency terms — | 
i 
Malaysia P. tates 450 “2.49 NET ic 936 wc 5210 &— -24  Á- 39 Lr. 764. 
Philippines 453 263 — 736 1538 2 17473 —— - 65 = 449  - 680 | 
Singapore 174 1A |. 7282. 856 13681 -108  - = 383 - 503 Z 
South Korea 1,749 84s 2841 2400 — $4094 * 88  - 3| - 696. 
Taiwan — 58 323 — 2/5 9556 . 790 180256 ^ -43 + BO - 93. 
thailand 523 256 849 2650 ^ 3703 ^ - 06  - 555  - 78! 
Argna 08 100. GE (90. 009. 8-006 05, o 09s 
Brazil —— 5 — 5. UL EE 194.79. 3 8 st tal A208 oss id i PME: SUME IRL NEUE NE. 
Chile — 449 425 729 22 SO o 213. 5 439 94. 
cue E Due v ft C TONG D KE art a! 
em Ec cw ae MEME ME ne aes Cae E A | 
oe ae E Com CMM Pap S C 
Greece 289 246 46 1513  — 152338 — 30 + 632 383 
mel — 356 325 . 578 1125 2861 - 17  * 356  * 238 | 
Portugal 18 15] 308 498 O 39805 +53 + 839 «527 | 
South Africa — 493 —— 468 — 800 —— 4j  — 8039 ^ 7-21  - 88 - 33 | 
Turkey 210445 110165 341805 7522 36826 157. 294. 4 905 . 
Czech Republic 358 2/3 5&1 1709 —  — 4848 — - 21 o 102 = 316 
Hungary 206 163 335 19/2 ^ 83479 — * 44 + 1019 + 586 
Poland — 354 289 575 25359 142085 = 32. - 10 - T94 | 
Rusia — 5996 5595 9,739 O 2800 8318* «421 - * 314 41157 


Sources: National statistics offices, central banks and stock exchanges; Datastream/ICV, Reuters; SBC Warburg; J.P. Morgan. Hong Kong. Moto 


i Authority, Centre for Monitoring indan 
— Hoare Gavett Asia; FIEL, Baring Sec undies; Merrill Lynch; Bank Leumi Le-israe!, 


| Economic Trends; Moscow Times Skate Press, 
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Asia, both for the second year running. 

For more information about our corporate 
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. Lessons for Asia 


å Sir—You are right in stating that 
a big financial collapse is most 
likely to produce a depression 
only when it is combined with 
bad policies (‘Asia and the 
abyss”, December 20th) Al- 
though the example of the Great 
Depression is instructive, it is. a 
pity that you do not draw from it 
a broader range of lessons for 
East Asia’s governments. You fail 
to mention, in your list of policy 
mistakes, the roles of regressive 


- taxes. and anti-labour-union 


policies in the United States in 
the. 1920s, both of which con- 
tributed | hugely to the Great 
Depression. The former led to 





ter to depressed wages. These 


E -policies are to be found in vary- 


_ ing degrees in East Asia. 

-Itis also a pity that you do not 
highlight. the economic and 
< social problems that the Great 
- Depression generated, and the 
< impact it had on millions of 
= Americans. Just as Americans 
.. required a New Deal in the 1930s, 
- so may East Asia need one today. 

- Oxford SIDDHARTH DEVA 


rece op | 


. Gloom and plenty 





Sig—Your diatribe about envi- 
ronmental scares “Plenty. of 
gloom”, December 20th) in- 
cludes some shoddy arguments 
.. and halftruths. First; in spite of 
:. your sunny assertions about the 








-world’s fisheries due to overfish- 





T ‘inequitable i incomes and the lat- 


: : E inexhaustibility of the earth's- 
. resources, the dire state of the 


D. ing ni you. esi shows | 
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— The Economist, 25 $t James's Street, London swiA IHG — FAX 


that physical constraints on 
resources do in fact still exist. 
Second, regarding your point 
about species extinction, even if 
"elephants .. . [are] badly in need 


of contraception", this does not 


alter the fact that rhinoceroses, 
tigers, orang-utans and hundreds 
ofother species are still in “immi- 
nent danger of extinction". 

Third, the reason you no 


longer hear much about issues _ 


like acid rain and ozone deple- 
tion is, in large part, due to the 


efforts of concerned individuals. 


(whom you prefer to call *doom- 
sayers") These issues are now be- 
ing tackled successfully through 
comprehensive programmes. To 
use one's success in combating a 
problem as proof that the prob- 
lem was overblown in the first 
place is ludicrous. Does the fact 
that the Allies won the second 
world war serve as proof that 
they vastly exaggerated the scope 
of Hitler's threat? 
ROBERT REDLINGER 
UNEP Collaborating Centre 
on Energy and 
Environment 


Copenhagen 


Sir—On behalf of the authors of 
“The Limits to Growth”, I object 
to your allegation that we “sim- 
ply misunderstood the meaning 
of the word ‘reserves’.” If you had 
taken the time to review the rele- 


vant part of the report, you 


would have seen that we spent 


pages explaining the difference 
between "reserves" (those miner- 
al resources that are available at 
current market prices and with 


current technology) and “re- 
sources" (the total crustal abun- 
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dance ofa mineral). We provided | 


estimates of reserves in 1970, 
quoting numbers in the range of 
ll years (for gold) to 2300 years 
(for coal). Crucially, these were 
estimates of reserves, not re- 
sources. We also discussed the 
possible size of the world’s min- 
eral resources, concluding that 
they could cover 250 years of con- 
sumption at 1970 rates. And we 
stressed that scarcity would be 


preceded by more active explo- 
ration, more efficient use and 


development of new technolo- 
gies—all accelerated by increas- 
ing prices. 

Commugny, 

Switzerland JORGEN RANDERS 


Sır— do not write to defend Paul 
Ehrlich, the environmentalist to 
whom you refer. But it is time to 
set the record straight regarding 


the embarrassing bet (to greens, | 
anyway) he made with julian 


Simon, an economist, about the 
future value of certain minerals. 
The oft-repeated claim that “Dr 
Simon frequently offers to repeat 
the bet with any prominent 
doomsayer, but has not yet found 
a taker,” is false. 

Obviously Dr Ehrlich and his 
fellow greens were wrong when, 
in 1980, they took the prices of 
common metals as measurable 
surrogates for overall ecological 
health. But in 1995, with Dr 


Simon braying that "any trend. 


pertaining to material human 
welfare will improve rather than 
get worse”, Dr Ehrlich did (final- 
ly) respond and, together with 
Steven Schneider, a climatolo- 
gist, took Dr Simon up on his 
offer of a rematch. The outcome? 
This is the good bit: Dr Simon 
backed down. 

Albany, 

California TOM ATHANASIOU 


Si&—One factor you fail to men- 
tion is inventiveness, which is 


one of mankind's greatest re- 


sources—and one that is never in 
short supply. In the past, when 
other natural resources have 
become scarce, we have generally 
been able to perfect a technology 
that can leapfrog the old and 
bring about big improvements 
in living standards and output. 
Rather than trying to preserve 
oil we should be using it as the 
market dictates. Yes, it will 
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become scarce at some time in. 
the future, and when it does we 
will develop alternative energy 
sources. Based on past perfor- 
mance, these alternatives will be 
more efficient, cheaper and more 
environmentally friendly. | 
So doomsayers, instead of 
wasting forests by writing about 
how bad things are, get out there 
and use upoil as quickly as possi- 
ble. Before you know it petrol 
and oil will be so expensive that 
we will have to turn to the alter- 
native fuels you have been push- 
ingon us for the past 40 years. 
Perth, | 
PHILLIP WINKLESS | 
Eases st foci a ie et EE ——— | 


Golfing humour 


SiR—lt is grossly unfair to blame 
the recent economic problems in 
Asia on golf (December 20th). The 
real cause lies squarely at the feet 
of a group of over-zealous and 
greedy investors, bankers and 
politicians. If anything, golf has 
created employment around the 
world, improved economies, 
cleaned up the environment 


and, with its handicap-levelling 


system, improved relationships 
between people from all walks of 
life. Many a good decision and 
compromise has been arrived at 
over a simple game of golf. 

If golf courses were construct- 


ed in the Gaza strip and Golan 
| Heights, there might be less ter- 


rorism in that part of the world. It 
would create employment, 
improve the ecology, transfer 


- desert into fertile land and, dare! 


suggest, possibly result in an 
annual Arab-Israeli open golf 
championship. Now that would: 


be good golfonomics. 
Peoria, 
Illinois SAM BLACK 


Sig—For Japan, the collapse of 
the “bubble” economy, excessive 
investment in “bonsai-like” golf- 
course amenities and club-house 
facilities, and too few asset- 
backed membership plans are 
indeed the primary reasons for 
the golf debacle. But developers 
in America have had problems 


during economic downturns - 


too. The game of golf itself is not . 
the problem. Developed pru- 
dently, marketed to include fam- 


ilies and with priority given to 





the environment, golf has much - 
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assignments, we ai ly se eck E operators with a wide variety of expert servi | 
Mio ee assigna M Ci it recently: they have developed innovative fraud. | 
; oe COMPETITIVE ietection software - WATCHDOG - which due to its ` 
iv ect on bottom line performance, will be 
gh fer as worldwide. telecom ction 


j ating He dese c | 
legislation, Sage and rules 


1 AS aa this position. grey a unigue i 
ity to play a leading role in this high — 
Venture and. to | d one's career in line 


a comp: dpi that piod serves gres ipei £ 
be an ambitious and youthful sales. profe 
with. marketing abilities and a wili 
undertake frequent international travel. 
competitive salary. and benefits. package 
negotiated. 


In the first instance write, detailing 
career history and current salary, to our 
retained consultant Steve Williams, 
Owen Williams Lambert Executive. 
Resourcing, Cloisters House, Y 
Laurelsfield, St Albans, Herts ^ 
AL3 4BZ, England. 


ail mdischéi imcc.com , WEN WILLIAMS - LAMBERT 


: S UNIVERSITY 


Excellent Salary 


Entrepreneur and. leader sought to manage exciting, new, large Business 
School win a strong international dimension, at the Seay of TONY: 


THESCHOOL o R3 THE QUALITIES 


@ The Derbyshire Business School was aome in Setanar. through the @ Ability to: draw together t two > Schools and provide dyramic fencers: 
amalgamation of the Schools of Business and Management. and strategic vision... 


@ Offering a broad portfolio of undergraduate, post-graduate, PhD and @ Effective and efficient manag with successful buiiness sein at a senior level, 


MBA programmes to a third of the. University (4.000 students) through preferably combined with some experience of the higher. education sector. 


100 academic and support staff. @ Graduate with further professional qualification, top class communication = 


@ An executive team of four and six subject divisional Heads support the skills and ability to generate income, to build links with the local business 
Director. community, and to operate on a national and international level. 


Please send full cv, stating salary, ref ED801H2/E, to NBS, 54 jermyn Street, London SwiY 6LX 
Fax 0171 629 2077 Tel 0171 493 2220 
Aberdeen * Birmingham * Bristol + Cardiff * City » Edinburgh * Glasgow ` Leeds * London * Manchester . Radlett * Slough * Madrid « . Par 











play golf, a game with 
people in other parts of the world 
| enjoy and have greater access to? 
- The increase in development of 
— courses in Asia is, arguably, mov- 
ing the game within reach of the 
average person. 
Tokyo 


STEVEN WEILER 


Str—-Your article on golfonomics 
is preposterous and smacks of 
racism to say the least. You depict 
golfplayers in Asia as fanatics 
and the sport itself as pernicious. 
It is absurd to blame golf for the 
so-called misguided econemic 
-policies of Asian countries. 
Would you apply the same logic 


^to explain Europe's 'econamic 


. and monetary slowdown? 
~ Karachi. M.A. VAHIDY 
EIDEM CO E E 
` Entrepreneurial 


SiR—There is some truth in your 
claim (December Bth) that, “de- 
spite its reputation, America 
often treats its small businesses 
atleast as shabbily as other coun- 
tries do.” But the oecp figures 
you cite, showing that 37% of 
America’s. venture-capital i invest- 
ments last year went into start- 
ups compared with B% in 
Europe, are misleading. We also 
reject the implication behind 
your assertion that "California 
and Massachusetts alone have a 
bigger venture-capital industry 

han the whole of Europe.” There 
re those who would argue that 


iere is little venture capital out- 
| ' option todelayinitiation of pros- 


de these two states. 
: . According to VentureOne and 
the National Venture Capital 
Association in the United States, 
only 5.8% of venture-capital deals 


in America were defined as. 


- “start-ups”. If one also includes 
-"development/beta" ^ invest- 


<> ments, this brings the total to- 
5C 3489. In Europe, unlike America, 


..total venture-capital statistics 
also include management buy- 
“outs (M50) and management 

buy-ins (M BI. Even when these 


deals are included, European. 
nvestment in.start-ups in 1996 


represented 15.1% of the total, 
with "seed" financings adding 
another 31%. If one excludes 


.MBOs and Mais (thus making he 
figures comparable with thosein 


_ the United States), seed and start- 
up investments in Europe com- 








as im say, E 
“insidious charm" that many — 


| Washington, 


| prise 23% of the total. These fig- o 


le from seeking nuclear weapons > 
(December 20th). The resolutions 
adopted at the recent Islamic . 






fons more than half a as. ; many 
start-up to: 


exp ansion-stage deals 
as the United States, and invested 
about the same amount relative 


toGpp. 
NORMAN MuRRAY 

Chairman 

British Venture 

London Capital Association 


tin E nectar EEA 





Pursuing peace 


Sir—Kenneth Roth of Human 
Rights Watch (Letters, January 
3rd) rebuts an argument I never 
made. Hestates that “the parallel, 
independent prosecution of 
Bosnian war-crimes suspects has 
played a constructive role in the 
Dayton peace process". I entirely 
agree. The Economists paren- 
thetical suggestion (December 
6th) that the" problem in Bosnia" 
was the simultaneous pursuit of 
indictments and peace talks is its 
own view. 

The United States led the 
effort in the Security Council to 
create the Yugoslav War Crimes 
Tribunal in early 1993, long 
before the conflict ended, and 
ensured that the Dayton accords 
required co-operation with the 
tribunal. One of the reasons the 
tribunal has credibility is 
because of its relationship with 
the council, which, despite Mr 
Roth's apparent fears, has been a 
bulwark against amnesty for war 
criminals. 

I told The Economist that it 
would be odd for the Security 
Council to be. deprived of any 


ecution ofindividuals by the pro- 


posed international criminal 


court. where the council was 
engaged in seeking a peaceful set- 
tlement ofa conflict under its UN 


-Charter powers. Whether or not 


the Security. Council exercises 


that option, and for what period 
of time, would be determined by 


the council in light ofthe circum- 
stances ofthe particular conflict. 
DAVID SCHEFFER 
us Ambassador- 
at-Large for 

DC war crimes issues 
BERANE Rie i a i oa lat ea a Sl NENNEN 


Encouraging Iran 


Sir—Iran must, as the United 


States insists, renounce terror- 


ism, stop opposing the Middle - 
East peace process and refrain 


conference in Tehran abjured 
terrorism and recognised the 
legitimacy of the Middle East 
peace process. By signing on to 
the resolutions, Iran has met the 
first two of America's concerns. 
The resolutions are binding on 
Iran, and it must carry them out 
in good faith. The Clinton 
administration, for its part, may 
now move to file the certifica- 
tions, under the various Iran 
sanctions laws, to lift the ban on 
trade and investment with Iran. 

. Both sides should consider a 
few ground rules. First, neither 
party should be required to make 
a direct concession to the other. 
This would free the dialogue 
from unproductive argument 
about who should move first and 
how far to meet the concerns of 
the other. Second, the nuclear- 
weapons issue must be decou- 
pled from the development of 
nuclear energy. At present, sanc- 
tions prevent Iran from obtain- 
ing safe nuclear-reactor technol- 
ogy from the West. As for nuclear 
weapons, it is unrealistic. to 
expect Iran to forgo that option 


when other countries in its 


neighbourhood such as Israel, 
Pakistan, India, Russia and Kaza- 
khstan are allowed to pursue or 
hold nuclear weapons. 

In both countries, the political 
establishment must not getin the 
way ofthe commercial and social 
forces seeking friendly relations. 
Historically, where merchants 
havegone first, political relations 
have often followed. 


Newton, GUIVE 


Massachusetts MIRFENDERESKI, 


NAJMEDIN 
Los Angeles MESHKATI 
e Ru MR IM LE a 


Smoke signals 


SiR—You note correctly that anti- 
tobacco people overstate the 
smoking problem, but then you 
proceed to understate it ("Tobac- 
co and tolerance”, December 
20th). You say, for example, that 
“smoking is not like tuberculosis 
or air pollution or drunken dri- 
ving”. Smoking is in fact the prin- 
cipal source of indoor air pollu- 
tion. And anyone who has sat 


downwind from chain smokers - 
in asports stadium knowsittobe . 
a source of outdoor air pollution. 


as well. A smoker's right ends at 


the next person's nose. No one 


hasa divine right to pollute the 


lat o breathe, wheth 
ned poflution 1 is a big or sm: 
threat to other people's health, or 











merely a source of discomfort | 
and annoyance. | 
You say that restricting. smok- | 
ing to separate areas has practi- 
cally ended the passive-smoke ^ 
problem in America and is 
“increasingly” solving the prób- 
lem in Europe. Tobacco smoke 
still permeates many public. 
places in America and far more 
so in Europe. It is especially’ 
harmful to those whose vulnera- 
bility is increased by allergies or 


respiratory illnesses. 
Rockville, | 
Maryland TERENCE BYRNE 


Sig—Your argument against ` 
“sanitising advertising for the. 

sake of children" is flawed. If» 
your sources are right in conclud- ` 
ing that there is "no statistically ^ 
significant effect from bans on | 
tobacco advertising", such in- 
formed, self-interested, rational 
entities as tobacco companies 
would not throw away resources 
by advertising at all, let alone en- 
gage in a costly defence of adver- - 
tising liberties. According to you, 
that is exactly what they do. 

You subsequently ask, “If the 
glamorisation of unhealthful 
habits is to be forbidden, then. 
why stop with smoking adverts 


when ice cream, motorbikes, and 


suntans pose so much risk?" You 
point out earlier that "smoking, 


unlike motorcycling, is addic- 


tive" The same is true for ice 
cream and suntans. Society's 


` interest in protecting "those 


whose judgment is weakest" is 
fortified significantly when the 
issue is whether to restrict tobac-. 
co advertising. And it is far easier - 
for a young motorcyclist to stop: 
riding as he becomes a more rea- 
sonable adult than for a teenage 
smoker to quit the habit later. 
New York Erik Lopez 


brit mmmmmmemien 


Sig—Does your libertarian atti- 
tude to tobacco extend to infants 
born prematurely or suffering 
asthma and sudden infant-death 
syndrome due to their parents’ 
decision to smoke? And does 
your belief in personal responsi- 
bility for addiction also require 
smokers to pay for all their ill. 
nesses demonstran. caused oy 
tobacco? | : 
Minneapolis, _Nokeiar: 
Minnesota Hinscunorn,, MD. 



















croeconomies 


& NERA and established 
icr will now be 
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recruiting st a Il levels of seniority. 


te E from economists who 


ifications in. 


he highest professional 






































d a short c^ V. to: 





I ean Economic Research Ltd., 
ncery House, 53-64 Chancery Lane, 
= London WC2A 1QU. | 


Es - Ministry of Agriculture & & .imigation. 
“Southern Governorate Development Project 


~The Government of Yemen has been granted a Credit from LDA of the 
World Bank and a loan from IFAD towards the implementation of the 
southern Governorates Rural Development Project (SGRDP). The Project 
ims at developing lands for Irrigation and off-farm activities for rural post. 
project seeks Iigmátona Candidates for two ads as follows: 


4 ee in in rural yA pa social bcp s social pou etc. jid at 
4 least! 15 years of apes in rural development projects. E 





thé land developnient for irri igation activities etc. Candidates should have an 
advance degree in water resources engineering, irrigation engineering or civil 
engineering. And at least 15 years of experience in one of these fields. 


| Candidates for the two posts should accept working in difficult rural areas, 
and be fluent in English Language and good working knowledge of Arabic. 
] Salary will be competitive. CV and supporting documents should be sent by 
| express mail and addressed to: 


The Project Director 
(Southern Governorates Rural Development Project) 
c/o The World Bank Resident Mission, Sana'a Yemen. 
Tel. 00967-1-413526/708/7 10. 
Fax.. 00967-1-413709. 
P.O. Box 18152 Sana’a. 


| Selection will be made six weeks from the advertisement date. Interested 
| candidates should ask for more details through the following fax number: F 
0967-5203 191 c/o Mr. Mohammed Aidrus Ali, Project Director (SGRDP). | 
essful candidates should be ready for employment by Ist April, 1998. | 







































Accounting, Control. and. 


E Engineers (SWRE): who would be in charge of 





The Institution 

The International Finance 
Corporation (IFC), an. 
international organization 
headquartered in | 
Washington, DC, and a 
member of the World Bank 
Group, is seeking a 
Supervisor of Financial. 


| Accounting and Reporting 


(SFACR) and an Accounting - 
Policies Specialist (APS) in 
its Controllers and . 
Budgeting Department. 


The Positions 
Accounting Policies 
Specialist: 


The APS is the focus of all 
professional accounting. 
research and is responsible 
for assessing the impact that 
exposure drafts and final 
standards (both U.S. and 
International) would have 
upon IFC. The position is 
also responsible for estab- 
lishing and coordinating 
the accounting policy 
agenda of IFC in view of 
new and modified US: 
GAAP and International - 


pronouncements. 


Supervisor of Financial. 


Reporting: 

The SFACR is the focal. 
point for all financial” 
reporting - including — 
monthly, quarterly and 


| annual financial statements 
and the various prospectus- - 


es and information state- 
ments supporting the. 
Corporation's debt raising 
activities. The selected 
candidate is also responsi- 
ble for implementing. 
accounting procedures 
for new products and 
new accounting 
pronouncements and the 
establishment, mainte- 
nance and monitoring of 
internal accounting — 





Accounting Specialis 


play an integral role in T ; 
. accounting and financial | 
reporting systems to meet. 





fluency in English (both - 


accounting firm or Rc Eid 
experience in financial. 


detailed understanding of 


management and control 


knowledge of US GAAP . 
__ and internal control best 
Accounting Standards (AS) practices is required. 
. Knowledge of International- 
. Accounting Standards and 
... COSO are considered a - 
plus, Strong. interpersonal | 
and communication skills © 
are essential. 


IFC offers a challenging 
opportunity in a multicul- 
tural commercial environ- | 
ment at its Washington, DC,. | 


should send a detailed: 
resume to: 


International Finar ce . 
Ooo 2 






controls. Moreover 1 both 
individuals are expected 






both US GAAP and IAS -f 
and to liaise. with internal | 
and external auditors. : 











do addition to complete 


written and oral), the ` 
selected candidates. should. : 
have an appropriate degree | 
and CPA or.equivalent; | 

minimum 7 years experi- — 
ence in a large professional. 














reporting or accounting | 
policy in a medium to large 
financial institution; and 





the accounting, risk 


aspects. of complex financial | 
instruments, including | 
derivatives. In-depth 





headquarters. Applications | 
from women are encour- — 1| 
aged. Interested candidates |] 
for either or both positions 11 


International Finance - 

Corporation, Reference . 
ACT97, Room F11K-292, | 
2121 Pennsylvania Avenue, í : 
NW, Washington, DC. . | 
20433. No phone calls or | 

faxes please. 


The Inter-American Development Bank, 
the largest regiona! multilateral development. institution, 
based in Washington, D.C., is now reviewing candidates for: 


‘Social Sector Development Specialist 
(Mexico City) 


. Principal responsibilities Oversees the successful execution of 
Bank programs in the areas of education, vocational training, 
health and nutrition, and poverty reduction. Performs project 
inspection visits and ensures compliance with contractual clauses. 
Establishes productive partnerships with executing entities. 


Qualifications: Education: Master's degree in a relevant field. 
Experience: Minimum of six years of relevant experience in 
project administration and policy formulation in one or more of 
| the social sectors mentioned above. Languages: Fluency in 
Spanish and proficiency in English. Interested applicants should 
f send cover letter and resume (in duplicate), including salary 
|. history, to: à 


Inter-American. Development Bank Stop £0507 GV/SOC/ME 
1300 New York Avenue NW Washington, DC 20577 USA 
or FAX (202) 623-3014. 


‘Asa ‘reflection of its. commitment to its borrowing member 
count ies, the Bank may require staff to accept assignments in 
both country offices and headquarters. Only applications which 
‘best match the requirements of the position will be 
acknowledged. 


, ` The IDB encourages gender equality in its hiring practices. 


Chief Information Officer 
Linited States Mir Ta of Commerce 
Senior Exec E service (SE S) 

= ocatien: Wasi 


ee Developitig i innovative uU and sedis NE 

Collecting and publishing. the nation's economic statistics, such as GDP 
and trade data. 

Granting patents and. ensuring. intellectual property rights. 

Protecting the oceans and the economic development of coastal regions, 
Conducting the national Census. 

Forecasting the weather. —— 

Regulating the export of the nation's high technology. 


F Commerce employs many of the nation's leading scientists including one of 
| the winners of the 1997 Nobel Prize for Physics. The Department will have a 
} direct influence on how the U.S. develops technology policy for the next 
] century. 


The Chief information € on ia sili 


e “Advise the Secretary or Commerce, the Deny Secretary, and the Chief 


Financial Officer on technclogy issues. 
"o Drive the Department’s technology transformation. 
Ensure that large scale information technology (IT) systems meet the 
Secretary’ 8 goal of effective, eff cient management. 


Application Information: To request an application package, 
call: (202) 482-3829. 
Applications must be postmarked by February. 1, 1998. 


^ The etii ibd of Commerce i is an KEA Opportunity Employer. 


BANK OF BOTSWANA 


The Bank of Botswana invites applications for Principal Research off ker 5 
positions to be filled in the Research Department. HH 


| The Research Department has two major roles: first, to- prepare: : 


professional research papers which will help guide the formulation and 1 7 


| implementation of Botswana's economic and financial policies; and If- 


second to collect, and publish in a timely manner, accurate statistics L 
| concerning Botswana's monetary sector and balance of international 


payments. The Department comprises the following Units: International J}. 


Finance and Trade; Money and Financial Markets; National Economics; | 
and Statistics and Information Services. 


Principal Research Officers 


A Principle Research Officer is responsible to the Director, through the- 
Deputy Director, for the work of a Unit. The positions require individuals 


| who hold advanced Degrees in Economics plus Finance or Statistics, and 
| who have had several years experience with increasing responsibility. For 
| some positions, a demonstrated flair for policy research or similar 


analytical work is required; and for others, an ability to develop and 


| manage a statistical gathering and dissemination organisation is required. 


General Conditions: 
The Bank offers a competitive compensation package which includes:- 
Contributory Pension Scheme for citizens 
Optional Contributory Medical Aid Scheme 
Motor Vehicle Advance Scheme 
Tax Free Gratuity for non-citizens 
Where necessary relocation costs 
Education Allowance (Primary School for Expatriates) 
Other Benefits - details on applications 


Applications, including a Curriculum Vitae, the names of three referees, 
certified copies of educational certificates and transcripts should be sent 
by February 20, 1998 to: 
The Director, 
Administrative Services Department, 
Bank of Botswana, Private Bag 154, 
Gaborone, Botswana- 
or Fax to: 301 100 


UNITED NATIONS NATIONS UNIES 


United Nations Conference on Trade and Development (UNCTAD) 
Geneva, Switzerland. 


The United Nations Conference on Trade and Development (UNCTAD), Geneva, has the following 


two (2) openings at the senior level of Director (D-2). 


Director, Division on international Trade in Goods and Services, and Commodities 
(VA #97-E-TAD-073-GE/SSR) - 


| Functions: The incumbent directs, manages and provides substantive leadership to the 
| programme on international trade in goods, services and commodities, including establishing 


policy. He/she develops and supervises the implementation of the work programme of the 
Division including the determination of priorities: The incumbent also participates at a policy level 
in the preparation of meetings of the Conference and of the Trade and Development Board and 
its subsidiary organs. He/she maintains relations with officials at the highest levels of member 
governments and advises them on issues and policies of mutual concern. 

Qualifications: Advanced university degree in economics with specialization in international trade E 
and development. 20 years of progressively responsible experience at the national and interriational 
levels dealing with issues relating to trade and development. Fluency in English or French with good 


| drafting capabilities. Working knowledge of the other highly desirable. 


Special Coordinator for the Least Developed, Landlocked and island Developing 
Countries (VA #97-E-TAD-083-GE/SSR} 
Functions: The incumbent provides substantitive leadership to the management and coordination 
of UNCTAD-wide activities concerning Least Developed, Landiocked and Island Developing 
Countries. He/she directs the implementation of the work programme for the Office of the Special 


| Coordinator, helps mobilize extra budgetary resources for technical cooperation and manages the 
DO Trust Fund. He/she provides, planis and supervises the servicing of intergovernmental bodies 


and participants at a policy level in preparations for meetings of the Trade and Development Board, 
the UN General Assembly and the quadrennial Conferences of UNCTAD. 


| Qualifications: Advanced University degree (Ph.D. highly desirable} in Economics. 20 years of 


progressively responsible working experience in a variety of activities dealing with development, 
parücularly policy issues in development finance and trade with relevant country-level working 


| experience in the problems of Least Developed Countries. Fluency in English and French. 
| Preference will be given to equally qualified women candidates, 


Remuneration for both positions are: Depending on professional background and experience, 
a competitive compensation and attractive benefits package is offered. $ 
Closing date for receipt of applications: 28 February 1998 


Applications with full curriculum vitae, including salary history, birth date and nationality,. should be: A : 
} sent with indication of the vacancy number of the position (VA#), which applicants are interested i in to 


Office of Human Resources Management, Room gua United Nations, New y York, ud E 


f 10017, USA. Fax: iani. 





















| examine critically whether jn E and monet 
-union (EMU) will succeed or not. 


| Now, a new re port from the Economist Intelligence 

| Unit, Will the euro work?, examines in detail the 
. policy. choices facing European leaders and shows 

| how their decisions will determine whether EMU is 
a a success or a a failure. 









ki rand. the European C Commission as they plan a 
smooth transition to the euro. 


On each topic, it cuts through the complex debate to identify the 
itical issues, asks the awkward questions often evaded in the 

: past and highlights the key decisions you need to monitor as you 
: prepare your ortan Sannn; for EMU: 








W hich ir individual policies will work—and 
3 / fill the euro work? takes you through each of the policies 
: needed to ensure a successful EMU. It examines, for example: 


a Buchange rates: how stability could be achieved for the euro 
-against the dollar, yen and other currencies 


ro yw ork ? 











Fiscal policy: the dangers « of 
political pressure for 
relaxation of fiscal 
discipline once the euro - 
has been launched. 






* The single nakk the problems caused 
by separate groups © of E EMU“ ‘ins” and “outs” 












REMU J needs the UK 


Will the euro work? fale: a special chapter on the criti D 
role the UK will play in the transition to EMU as it takes over. 
the EU's presidency for the first half of 1998. It shows you e 
the timing of UK entry into EMU will be crucial for the succ 
of the whole project, and addresses the question of how: 
should prepare, now that. entry is the stated aim of UK 
government policy. - 





























How will EMU look in 10 years' odd l 


The report concludes its analysis by. showing you dise 
likely to work over the next decade. - 


By highlighting the range of possible outcomes, and. by - 
emphasising the interrelationship of issues, these help you di 
your own conclusions about EMU—and makes you appreciat 
just how much your future in Europe c depends on policy - 
decisions that have yet to be tak a : 





Published: January 1998 ISBN: 0 85058 998 3 Price: US$245. 


Order your copy of Will the euro work? by calling. — 
and quote reference 3ABOTB. 





[] Yes! Please send me copies of. Will the euro work?, 


price: US$245. Postage is included. 
: Name (Mr/Mrs/Ms/Dr) 
Job title 
Company name 
Address 





` Zip/postcode Country 


- Nature of business 





To order your copy complete your personal details, choose your payment method and post to: : Th | 
25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong. Alternatively, you can order by telephone on (852) 2802 7288/2585 3888 
by fax on (852) 2802 7638/7720. or by e-mail at hongkong@eiu.com. Visit our web site at http:/Avww.eiu.com. É 
























he Economist Intelligence Unit - 


G Lenclose a cheque for US$ payable to 
The Economist Group (Asia/Pacific) Ltd 


Q Lam paying by telegraphic transfer to: 
Hong Kong and Shanghai Banking Corporation Limited 
Hong Kong Main Office, 1 Queen's Road, Central Hong Kong. ir 
A/C No 500-050 125. A/C Name: The Economist Group (Asia/Pacific) Ld 
(Please enclose a copy of your telegraphic transfer instruction.) 


Q Please charge US$ 
Q American Express 


to my 
Q Visa Q MasterCard 
Account No 
Signature: 
Expiry date: 


à I do not wish to receive promotional material 
from other companiei t 














To help something grow, you mt 








an understanding of what it wants to become. 





other's needs and goals. With this understanding, opportunities can be 
recognized and growth can occur. Eight years ago, Bankers Trust 

=" i P : a t P P ; 4 " m MEN, " Pare eee 
saw an opportunity for Brockway's management and other interested 
industry investors to purchase Brockway, a manufacturer of general line 


metal containers, from the Owens-Illinois Corporation. Beginning with 








a leveraged buyout, and continuing through several acquisitions and 
an IPO, Brockway, now known as BWAY, found in us a financial advisor committed to understanding 
their business and sharing their vision for growth. It was this collaboration that helped make 


BWAY the leading manufacturer of general line metal containers in North America. We welcome 


the opr 





ortunity to discuss how we can develop equally innovative solutions to your financial challenges. 








é Bankers Trust 


Architects of Value 


$31997 Bankers Trust New York Corparasion and is affiliated companies. lssued by Bankers Trust Company. Regulated by the SPA. 
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Stand down, Suharto 


F ASIA'S restless crisis seems like a dog that 

won't lie down, no one must find the con- 
stant snapping at his heels more unjust and 
perplexing than President Suharto of Indone- 
sia. Has he not presided over years of 7% an- 
nual growth? Did he not express due concern, 
and promise action, when the shockwaves 
from Thailand first hit Indonesia last August? 
Were not more unpleasant measures taken in 
September when the previous ones were, in- 
explicably, found wanting? Yes, yes and yes 
again. So why, he must ask himself, is he be- 
ing thus punished? The answer, or a large part 
of it, is that the man whose 32-year rule has 
taken Indonesia from a scattering of unsta- 
ble, poverty-stricken islands to a prosperous regional power 
is not credible as the man who must now take it through its 
next stage of development. Rigidity and autocracy may have 
served to consolidate Indonesia; flexibility and democracy 
are now needed to safeguard its unity and allow its growth to 
continue. If Mr Suharto was once the solution, he is now a 
large part of the problem. 

Indonesia used to be seen, at least by some, as a fine exam- 
ple of the Asian way of doing things, in which family and 
society counted for more than individualism, and discipline 
imposed from above was preferred to free-spirited licence 
down below. In truth, Indonesia owed its success to qualities 
found everywhere—hard work, thrift and good sense—and its 
failures lie in shortcomings that are just as universal: greed, 
arrogance and a love of power. These have not suddenly come 
to light in the past six months of economic turmoil; they have 
been growing ever more conspicuous for years. 

Some of the manifestations were apparently insignifi- 
cant:thearrest ofa few protesters, the closure ofa critical mag- 
azine, a glitzy skyscraper erected on a site from which the 
poor had been peremptorily cleared. But some—the annex- 
ation of the former Portuguese colony of East Timor in 1976— 
should have attracted attention long ago, and others have 
been impossible to overlook for several years. Over-confi- 
dence, born of conceit and economic success, has led to busi- 
ness being based on personal relations, not commercial prin- 
ciples; banks have lent recklessly; special favours have been 
given to the well connected, especially the president's family 
and friends, and often for absurd projects. Corruption has 
grown ever more eye-popping. 

Not surprisingly, resentment too has burgeoned. In addi- 
tion to the rebellion that has long simmered in East Timor, 
riots or revolts have flared in the jungles of Irian Jaya and 
northern Sumatra and, especially in the past two years, in the 
teeming island of Java. Many of the recent incidents in the 
Javanese heartland seem to have had an ethnic or religious 
flavour. Last May a general election was held in which only 
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three parties were allowed to take part. Mr 
Suharto saw to it that one of them was robbed 
of its leader, Megawati Sukarnoputri, lest she 
emerge as a rival for his job. The result was the 
collapse of her party's vote, the inevitable vic- 
tory of the government-backed party and a 
sharp rise in the support of the third, Islamic, 
party. So Indonesia's politics looks markedly 
less secular than it did. 

It would be odd if it did not also look 
more cantankerous. Indonesia will not be en- 
joying its habitual 7% growth this year. In- 
stead it will be grappling with a vast foreign 
debt (maybe $200 billion), rising inflation 
(prices of many products have leapt by 10-2596 
this year) and bumper unemployment (an extra 2m people 
are expected soon to be looking for work). Who can plausibly 
attend to these problems, reassuring Indonesian voters and 
foreign lenders alike? 


The unapparent heir 


Thailand and South Korea, faced with a similar question, 
have selected new teams; their political systems are demo- 
cratic enough to accommodate peaceful change. But in Indo- 
nesia Mr Suharto has neither prepared a successor nor al- 
lowed a rival to emerge who has had any chance to prove 
himself, or herself, before the voters. Not that Indonesia's vot- 
ers choose their president: that is a task for an assembly half of 
whose members are appointed by the government. It is to this 
assembly that the 76-year-old president, poor though his 
health has lately been, seems determined to offer himself in 
March for another five-year term. And that is what makes 
many people fear that Indonesia, rigidly bound together for 
so long, may finally split open. Given its size (it is a huge archi- 
pelago sprawling across the sea lanes between the Indian 
Ocean and the Pacific, populated by 198m mostly Muslim 
people) and its bloody history (perhaps 500,000 Indonesians 
died in the 1960s in the country's only change of government 
since independence), such an explosion could be frightening. 

This week, lobbied by foreign bigwigs from Bill Clinton 
down, Mr Suharto has been promising to administer another 
dose of economic medicine to his countrymen. Unfortu- 
nately, even if his intent now holds strong—he has made such 
pledges before, only to forget them—few people will believe 
he has the ability to oversee change. What the country needs, 
after all, is an end to cronyism, to favours for the presidential 
family, and to the autocracy that denies ordinary Indone- 
sians a real choice in the way they are governed (see page 25). 
These are the very things that Mr Suharto, whatever he now 
says, has come to stand for. In his dotage, he is even less plau- 
sible as a democrat than he was in his prime. 

Indonesia cannot be turned into a fully functioning de- 
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mocracy by March, so the next president will almost certainly 
be elected by the assembly specially drawn for the task. This 
means that he—it seems all but impossible for Megawati now 
to emerge—will be someone tolerated, if not picked, by the 
army. Too bad; that is the price to be paid for Mr Suharto's 
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refusal to make changes earlier. But it does not have to con- 
demn the country to more of the same. If Mr Suharto now 
retires gracefully and the army sees that he is replaced by a 
reformer, it need not be too late to restore Indonesia’s eco- 
nomic fortunes—and set it at last on the road to democracy. 





The fading of Fidel 


When Cuba turns capitalist, the cold war will be over. Could it happen soon? 


OR almost 40 years, relations have been frozen between 

the United States and the communist island 90 miles off 
its coast. It is the cold wars last redoubt. Many, on both sides, 
expect no changes soon. Mr Castro will not ease his grip until 
he dies. The powerful clan of exiles in Miami will remain ve- 
hemently opposed to him. And the policymakers in Washing- 
ton, still hostage to this lobby because of narrow political cal- 
culations, will keep their embargo against trade with Cuba. 
The logic seems fixed. Might it soon be turned upside down? 

Things are changing in Cuba, and among anti-Cuban 
hardliners in the United States: forces are at work that, not 
before time, could shake up American policy. And if it hap- 
pens sooner rather than later, it may be because one frail but 
dogged autocrat is planning to visit another. The mere pros- 
pect of Pope John Paul IFs travelling to Cuba on January 
21st—the first such visit allowed by the Comandante—has 


speeded things up nicely. 


High mass, low fidelity 


After years of repression, Mr Castro is allowing the Catholic 
church space to operate in return for the public-relations bo- 
nanza he hopes to gain from the papal visit. But the gamble 
looks risky (see pages 19-21). The visit has already fuelled a 
revival in religion that could, in time, undermine him. Until 
now, Mr Castro has allowed no civil society or independent 
thought outside the party-state machinery. Religious practice 
has been frowned on. The pope, despite his sympathy for Mr 
Castro's social policies and his desire to win concessions for 
his church, is likely to embarrass his host (as he did Chile's 
Pinochet and President Marcos of the Philippines) merely by 
speaking of human rights and democratic freedoms. 

In Miami, meanwhile, the old anti-Castro faction is in de- 
cline. The recent death of Jorge Mas Canosa, the hardliner 
who had led the exile community for years, has left his flock in 
disarray. Moderates, especially among the young, have long 
hoped fora closer engagement with Cuba. Now a row over the 
pope's visit has turned this crack into a rift. Many exiles 
wanted to see the pope, and had organised a cruise ship to do 
so; but south Florida's civic and business leaders, members of 
the old guard, bullied the archbishop into cancelling the trip. 
This has left bitter feelings behind;and has boosted the mod- 
erate voices. Many are saying they will go to Cuba anyway, 
whatever the restrictions. 

More surprisingly, the papal trip has had an effect in 
Washington too. It has drawn attention to the poverty and 
demoralisation of ordinary Cubans—a plight brought on by 
the collapse of their old Soviet sponsor, but greatly aggravated 
by the American embargo. A bill is now before the House of 
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Representatives that would make it easier to sell food and 
medicine to Cuba. The issue is small, but it may have a larger 
significance. The bill has won conservative support, includ- 
ing the backing of corporations fed up with the proliferation 
of unilateral trade sanctions and eager to do business. 

Another bill, which sits before the Senate, would shift ne- 
gotiating power over Cuba back to the president. The Helms- 
Burton law of 1996 to tighten the embargo—which has out- 
raged America’s allies with its extra-territorial reach and 
which, according to its opponents, breaks international trea- 
ties—has made dealings with Cuba the province of Congress. 
Before that law was passed, the president had been toying 
with the idea of raising the embargo by executive fiat. His re- 
luctant enforcement of Helms-Burton is proof that his heart is 
not in it. The troublesome embargo, after all, has moved Cuba 
not one jot closer to democracy. Mr Clinton might also re- 
member that he has no more presidential campaigns to fight. 
For the first time in memory, there is a chance to think again 
on Cuba; and to end the wretched embargo altogether. 

Many will resist that. Mr Castro, after all, has done noth- 
ing to deserve what looks like a softening of the United States’ 
resolve. Some in Washington argue for a step-by-step easing 
of the embargo, “carefully calibrated” to Mr Castro’s embrace 
of markets and free elections. He has made it plain that he 
will not play ball: each sign of a freer economy in Cuba has 
been quickly squelched again, and whenever Mr Castro has 
sensed a thaw in relations, he has acted swiftly to re-freeze 
them. This is not bloody-mindedness: Mr Castro’s worst 
nightmare is the end of the embargo. 

Without it, Mr Castro would be unable to deflect blame 
for the state of the economy. Once the war with the imperial- 
ist aggressor is over (the embargo, after all, is part of America’s 
Trading with the Enemy Act), even patriotic Cubans may find 
the resolve to demand political change. Besides, there would 
be no surer way to undermine the Castro regime than to flood 
his streets with American tourists, academics and business- 
men, with their notions of liberty and enterprise. Such an 
opening, done well, would spur American investment, much 
of it from Cuban exiles. Mr Castro could turn such invest- 
ment aside—but, again, ifhe did, Cubans would know who to 
blame. 

The dictator cannot rule forever. Chaos may follow him: 
bloodshed in Cuba, a refugee crisis in Florida. Such scenes 
might be forestalled if Mr Clinton were to abandon isolation 
in favour of engagement. But ultimately, the case for lifting 
the embargo unconditionally is simple and self-serving. It is 
the best way for Mr Clinton to defeat Fidel Castro. 
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Ulster's best chance 


The much-vaunted **new" proposals from Britain and Ireland are not new. 
What is new is that Ulster's main parties are willing to talk about them 


HIS week the moment finally arrived when Northern Ire- 

land's political leaders came face to face with reality. For 
once, they did not blink. Over the next few months, all partici- 
pants in the multi-party talks will cavil over the details of a 
final settlement. There may well be tantrums, and veiled 
threats of walk-outs. Further violence by terrorist splinter 
groups outside the talks seems almost certain, and this will 
test everyone's nerve. But with the British and Irish govern- 
ments' joint agenda now officially on the table, all those in 
the talks have been forced to acknowledge the outlines of the 
deal on offer. Equally important, they now know the limits 
beyond which neither government can be pushed. And 
knowing this, the main parties have, for the first time ever, 
agreed to discuss the two governments' proposals. 

The greatest burden now rests on the shoulders of two 
men: Gerry Adams, president of Sinn Fein, the political wing 
ofthe IRA, and David Trimble, leader of the Ulster Unionists, 
the province's largest unionist party. One is an ex-terrorist, the 
other a democratic politician, but neither have contributed 
much to the Anglo-Irish plan. If anyone can claim to be its 
architect, it is John Hume, leader of the spp, Northern Ire- 
land's largest nationalist party, who has been arguing for 
something similar for 25 years. But Mr Hume's main political 
task has been achieved. It is now up to Mr Adams and Mr 
Trimble to persuade their parties to accept the unavoidable 
compromises. If they can deliver the bulk of their supporters, 
then one of modern Europe's most enduring ethnic conflicts 
may finally come to an end. 

Mr Trimble began selling the Anglo-Irish proposals to his 
supporters even before they were published on January 12th. 
Through a series of leaks, he led journalists to believe that he 
had triumphed. When the proposals appeared (see page 53), 
he praised them as a "United Kingdom outcome". Mr Adams 
complained that the two governments had played the “Or- 
ange card"—ie, caved in yet again to unionist threats and to 
loyalist terrorists, who killed another Catholic this week. In 
fact, nothing could be further from the truth. Most of the gov- 
ernments' proposals have in the past been flatly rejected by 
the Ulster Unionists. Mr Trimble's efforts to claim a victory 
are better understood as the first shot in his battle to prevail 
over sceptics in his own party and over the rantings of Ian 
Paisley, the hardliner who has kept his Democratic Unionist 
Party out of the talks. 

In one sense, there is little that is new in the latest Anglo- 
Irish proposals. Tony Blair and Bertie Ahern, the British and 
Irish prime ministers, have essentially boiled down the 37- 
page “framework document”, published by their predeces- 
sors in 1995 as the outline of a final settlement, to a single 
page. The Ulster Unionists were outraged by that document, 
and Sinn Fein ignored it. Yet the basic elements of the compli- 
cated deal presented then are repeated in the latest proposals, 
which both parties have agreed to discuss. Even an Anglo- 
Irish intergovernmental council, trumpeted by Mr Trimble 
as a unionist-inspired “Council of the Isles", was in the earlier 
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document, although now representatives from the future 
Scottish and Welsh assemblies will also be invited to attend. 

Nevertheless, the reason why these proposals matter is 
that with them Mr Blair and Mr Ahern have together indi- 
cated to all the province's parties that they are determined to 
get a settlement on these terms. Mr Blair has even said he 
wants to put such a settlement directly to Northern Ireland's 
voters by May. The parties, who had not been able to agree 
even on an agenda during 19 months of talks, finally seem to 
believe that the two prime ministers mean what they say. 

The Anglo-Irish proposals are best described as a "parity 
of pain". As has been clear for years, neither side will get what 
it really wants—a united Ireland, or a purely internal settle- 
ment within Northern Ireland. Instead, nationalists are of- 
fered cross-border links with the Irish Republic. Unionists are 
offered the preservation of Northern Ireland's links with the 
rest of the United Kingdom as long as a majority of the prov- 
ince's voters want this, and an Ulster assembly. 


Simplify, then exaggerate 

Over the next few months, the hardest thing for Mr Adams to 
persuade his supporters to accept will be the idea of a new 
Northern Ireland assembly, which has always been anath- 
ema to Irish republicans. In negotiations he will try to expand 
the role of cross-border links, whose existence is the bottom 
line for most nationalists, including Mr Hume's spp. To sell 
the agreement to the IRA and toSinn Fein voters, Mr Adams is 
likely to make exaggerated claims that these cross-border 
links are really a "transitional arrangement", the embryo ofa 
united Ireland. 

Mr Trimble will argue just the opposite: that cross-border 
links should be confined to issues upon which neighbours 
usually consult, and he will make his own exaggerated claims 
that the “Council of the Isles" will take precedence. He will 
have to reassure unionists that cross-border links are not what 
Mr Adams claims they are: a step towards a united Ireland. 
He will also have to campaign hard for the acceptance of a 
new Northern Ireland assembly with legislative and execu- 
tive powers—his party, unwilling to share real power with na- 
tionalists, has long been ambivalent about this idea. 

Given the inflated goals and rigid ideologies of their par- 
ties in the past, it is perhaps inevitable that Mr Adams and Mr 
Trimble will feel compelled to make diametrically opposed 
claims about the same settlement. But it would be more cou- 
rageous of both men to argue for agreement on the basis ofthe 
truth. Both sides are being offered a guarantee against what 
they fear the most: that they will end up a permanent minor- 
ity in a state which does not respect their rights and which 
they cannot influence. If they can compromise, and recognise 
the compromises ofthe other side, nationalists and unionists 
also have the chance to build a peaceful and politically stable 
society. This is what most people in the province want. It is 
time their leaders helped them to get it. 
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The world cannot have a truly global financial system without the help 


of its accountants. They are letting investors down 


HIS leader comes with a health warning. If you are one of 
those people who think that unfettered financial markets 
are a bad thing, and that free-flowing global capital is harm- 
ful, you will not agree with its conclusions. You will, however, 
discover that you have some unexpected allies. This is because 
the biggest impediment to a global capital market is not vola- 
tile exchange rates, nor timid investors, nor even the present 
Asian crisis. It is that firms from one country are not allowed 
to sell their shares in many others, including, crucially, in the 
United States. And the reason for that is the inability of differ- 
ent countries to settle on an international standard for re- 
porting. Your unexpected allies are the world’s accountants. 
In order to change this, the International Accounting 
Standards Committee, which oversees a set of “universal” 
standards, has been trying for years to persuade as many com- 
panies as possible to adopt its standards, and to convince se- 
curities regulators such as America’s Securities and Exchange 
Commission to let such firms list on their stock exchanges (see 
page 60). If the sec approved the international standards, 
many companies would be more willing to adopt them, since 
they would then be able to tap America’s huge capital mar- 
kets. But the rasc has so far failed to produce standards that 
the sec is willing to endorse. It should produce them now. 
The purpose of accounting standards is simple: to help 
investors keep track of what managers are doing with their 
money. Since there are many ways to do this, different stan- 
dards have evolved in different places. But countries such as 
America and Britain, in which managers are accountable to 
lots of dispersed investors, have had to develop standards 
that are more transparent and rigorous than those of other 
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countries. And since the purpose of international standards 
is to encourage such markets on a global scale, it makes sense 
to use these countries' standards as a guide. 

British and American accounting standards have their re- 
spective flaws, debated ad nauseam by accountancy's aficio- 
nados. But they are both superior to the IASC's existing stan- 
dards in two main ways. First, they promote transparency by 
making firms attach to their aggregate financial tables (such 
as the profit-and-loss statement) a set of detailed notes dis- 
closing exactly how the main items (such as inventories and 
pension liabilities) are calculated. Second, they lay down 
rules on how to record certain transactions. In many cases, 
there is no intellectually “right” way to do this. The point is 
simply that there is a standard method, so that managers can- 
not mislead investors by choosing the method for themselves. 


Let the markets do the talking 


If the merits of Anglo-American accounting are so obvious, 
why has the 1Asc not adopted its standards? Even in their 
present state, the international standards are more rigorous 
than many domestic ones, and therefore unpopular with lo- 
cal firms. The committee has been reluctant to toughen them 
lest those firms decide to stick with their domestic standard 
instead. But by introducing a rigorous set of international 
standards, acceptable to the sec, the committee could un- 
leash some interesting competition. Companies which 
adopted the new standards would enjoy the huge advantage 
of being able to sell their shares anywhere; those opting for 
less disclosure would be punished by investors. It is amazing 
how persuasive the financial markets can be. 





Choosing the euro's boss 


The first president of the European Central Bank should be the 


Dutch candidate, Wim Duisenberg 


NY senior international job offers an excuse for political 
horse-trading. The spectacle of governments exerting po- 
litical muscle, calling in old favours or trading off new ones 
may be unedifying, but it is the time-tested way of interna- 
tional politics and little harm is usually done. This is not the 
case with the presidency of the European Central Bank (ECB), 
the squabble over which now threatens to damage Europe's 
single currency, the euro. 

Until last autumn, this looked like being one of those rare 
uncontested appointments. Wim Duisenberg, long-serving 
governor of the Dutch central bank, took over last July as pres- 
ident of the EcB’s forerunner, the European Monetary Insti- 
tute. His predecessor, Belgium’s Alexandre Lamfalussy, 
bowed out early precisely to allow Mr Duisenberg a good run 
before he presided over that body's transformation into the 
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ECB. Besides the argument of continuity, Mr Duisenberg’s cre- 
dentials as a strong, inflation-bashing central banker and his 
hailing from a small country also argued in his favour. 

Yet in November the French threw a spanner in those 
works by nominating Jean-Claude Trichet, governor of the 
Bank of France. Since then there has been a stand-off, with 
neither country willing to back down (appointments to the 
ECB have to be made by consensus among single-currency 
members). Now a compromise is in the air: to give the job, 
which is supposed to last for eight years, initially to Mr Duis- 
enberg, with Mr Trichet taking over after four years. Since the 
Maastricht treaty specifies an eight-year term, this would re- 
quire some manipulation. Mr Duisenberg could promise to 
resign halfway through, or the bank's rules could be fash- 
ioned to include a retirement age of 67 or 68 (Mr Duisenberg 
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is now 62, Mr Trichet 55). 

It sounds neat. But it would in fact be the worst possible 
solution. Not because the notion of Mr Duisenberg being too 
old is laughable, although it is (Alan Greenspan, the world’s 
most successful central banker, will be 72 in March). Nor be- 
cause Mr Trichet's record suggests he would make a bad presi- 
dent (see page 68); on the contrary, his credentials are almost 
as good as Mr Duisenberg's. Nor yet because he comes from 
one of the two biggest European Union countries, although 
this is a definite drawback—smaller EU members had always 
assumed that, with the bank sited in Frankfurt, neither Ger- 
many nor France would supply its president. 


The art of managing perceptions 


The real objection concerns the credibility of the euro. The 
Maastricht treaty laid down eight-year, non-renewable terms 
for the ECB's president and members of its executive board 
not out of whimsy but in order to show that the bank's mone- 
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tary policy would be free from political influence. If member 
governments were at the outset to get round this rule, that 
would send an extremely bad signal to financial markets 
about how independent the EcB might prove. This is all the 
more so in the case of a proposal that emanates from France, a 
country where politicians from all sides have been busily 
sniping at the new central bank’s “excessive” independence 
and arguing that it needs to be “balanced” by some sort of 
political counterweight. 

The conclusion is inescapable. If Europe’s leaders want 
the ECB—and thus the euro—to be credible, they must pick Mr 
Duisenberg for a full term. And although the formal decision 
has to await the choice of single-currency members in May, 
they should agree to this now. The longer the decision is put 
off, the more dotty compromises might be floated—and the 
greater the risk of the outcome undermining the euro's credi- 
bility. This is one job that is too important for the usual diplo- 
matic horse-trading. 





Fear of cloning 


It is too soon to make human clones. But what is needed is a 


moratorium, not a permanent ban 


NCE the sheep was out ofthe bag, it was only a matter of 
time. When scientists in Scotland announced a year ago 
that they had cloned a sheep and created the famous Dolly, an 
instant worry was that the next step would be a human clone, 
an idea that strikes many people as repugnant. The advent of 
Dolly was therefore followed by the convening around the 
world of numerous committees of wise people, most of which 
reached the commonsens:cal conclusion that human clon- 
ing should be banned—at least until the scientific and ethical 
implications ofthe technique were better understood. Where- 
upon, last week, along comes an American physicist, Richard 
Seed, announcing that he is ready to start cloning humans 
within 18 months. And the alarm has begun all over again. 
For the moment, deciding what to do about the Mr Seeds 
of this world is simple enough. That is because the technique 
is not yet safe. Dolly, the first mammal to be cloned from an 
adult, was the only success out of many attempts. Moreover, 
scientists do not yet know whether cloning will produce fully 
healthy people. To clone a human being in such circum- 
stances would be to run an unnecessary risk. But that is where 
any simplicity ends. Suppose that cloning humans can be 
made safe and reliable. Why should it be banned then? 


Hateful new world 


Probably the most terrifying notion is that of Aldous Huxley's 
"Brave New World": when artificial wombs permit entirely 
artificial pregnancies, cloning could be used by the mad and 
powerful to produce armies of genetically identical drudges 
and drones to provide spare organs, to perform menial la- 
bour, or to be cannon fodder in an attempt to take over the 
world. But this is based on a misunderstanding of what a hu- 
man clone would be. It presumes that a cloned person would 
be somehow less human than other people, or would be seen 
that way. In fact, a human clone would be only as “identical” 
to his parent as a natural twin to his sibling. 
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A determined anti-cloner might not be reassured by the 
comparison with identical twins. In Hitler's death camps, 
twins were singled out for especially terrible “experiments” 
because they seemed useful, not because they were consid- 
ered any less human than Hitler's other victims. By the same 
token, it is conceivable that some new monster will create 
and imprison his cloned offspring against the day when he 
needs a genetically compliant spare heart or kidney, or for 
some other dark purpose (though it is hard to imagine that 
any such monster could be deterred by mere regulation). 

Besides, the objection of most people to human cloning 
does not spring from fears such as these, but from a gut feeling 
that in the matter of bringing new people into the world it 
cannot be good to offend so egregiously against the natural 
order, especially when the point of doing so is still hard to see. 
And although “nature” is not always as benign or indeed as 
natural as it is cracked up to be, people are entitled to ask, 
when a new technology comes along, why nature's familiar 
patterns need to be disrupted. The motives of the infertile 
couple that uses technology to produce a child are one thing, 
those of the parent who wants a clone of himself something 
altogether creepier. It is at least worth wondering how happy 
the child of such a parent is likely to be. 

Does all this add up to a case for a permanent ban? Cer- 
tainly not. Many technologies that seemed pointless or dan- 
gerous when first mooted ended up by adding to the sum of 
human happiness. The worst thing that could happen now 
would be for the world to catch such a fright at the prospect of 
human clones that much promising work in genetic engi- 
neering is robbed of funding or banned outright. And the best 
way to achieve that would be to rush into a technology whose 
horrors have been exaggerated but which raises legitimate 
questions about the choices of parents and the welfare of chil- 
dren. Mr Seed and his imitators should be made to wait. 
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The last communists 


HAVANA 


After nearly 40 years in command, Fidel Castro’s grip on power is secure, but 
his hold on hearts and minds has slipped. And now the pope is coming 


UBA is as close to heaven, goes an old 

saying, as man can get on earth. A 
stroll along Havana’s Malecon, its cele- 
brated seafront promenade, last weekend 
suggested why. As the sun set, the searing 
heat of the day gave way to a balmy ocean 
breeze. The old colonial facades, crumbling 
picturesquely in the glow, seemed to stretch 
for ever. On La Rampa, an incline just off 
the Malecon, a seven-man band took the 
stage. They played traditional guajiras to 
an enthusiastic crowd of hundreds, which 
quickly grew to thousands. Under the stars, 
young and old danced the night away, shar- 
ing a sway ofthe hips and perhaps a swig of 
rum with fellow revellers. 

This is Cuba at night—when peo- 
ple try to forget that they will wake 
next morning not to heaven on 
earth, but to Fidel Castro's socialist 
paradise. Democratic socialism, you 
understand. The concert on La 
Rampa was organised to celebrate 
the five-yearly elections to the na- 
tional assembly, held on January 
uth. Giant banners everywhere pro- 
claimed the virtues of Cuban democ- 
racy, provided citizens play their 
part: "You, black Cuban, can work 
without stupid prejudices, and you, 
woman, can achieve real equality." 
Between songs, the performers told 
their countrymen (the event was tele- 
vised live across the country) to be 
good revolutionaries and vote the 
next day. Nearly all did as they were 
asked. "Well over 95%” dutifully cast 
their ballots for communists—the 
only party standing. 

What is the point of this sham? 
Comandante Castro is kidding no- 
body. Cubans are not an illiterate 
rabble, easily duped. Because of the 
very improvements in education 
brought by the Castro revolution, 
nearly everyone can read and write. 
Many are professionals or have trav- 
elled overseas. Others have brothers 
or sisters, sons or daughters in the 
United States; from them they learn 
what real democracy means. What is 
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the point? The point is control. 

If his fragile health permits, John Paul H 
will arrive in the island on January 21st for 
the first papal visit of the Castro era. The 
mere prospect of his visit has aroused new 
hopes for democratic opening—hopes that 
Mr Castro is determined to quash. That is 
why he arranged for the election to take 
place just before the pontiff's arrival, and 
why he cranked up his propaganda ma- 
chine in the days before the vote. Mr Castro 
wanted to make plain that, four decades af- 
ter seizing power, he remains firmly in 
command. He succeeded. So effective is his 
security apparatus that without a single act 
of overt coercion, without a soldier or 
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Forthcoming attraction 


machinegun in sight, nearly everyone went 
out last weekend and voted for his cronies. 

Forty years after he overthrew Fulgen- 
cio Batista, Mr Castro's hold on power 
seems as strong as ever. His hold on hearts 
and minds is fading, however, and this has 
encouraged those who want to see genuine 
democracy and a freer economy. Loyalty to 
Fidel is slipping because the ideals and the 
achievements of his revolution, such as 
they were, are now at risk. 

In health and education, where Cuba's 
progress long set his rule apart from that of 
most other dictators, the leader is failing, 
partly for lack of resources. Morals are sag- 
ging, too. Soon after the revolutionary sing- 
ers left the stage last weekend, curvaceous 
jineteras began plying their nocturnal 
trade on the Malecon, and their toy-boy 
counterparts took up their usual places on 
La Rampa. The mood is turning grim. 
"Why is the pope coming to Cuba?” goes a 
joke doing the rounds. "Because he wants 
to see hell first-hand." 

Cubans, usually easy-going, are angry 
most of all because the economy is in ruins. 
The end of Soviet subsidies a decade ago 
plunged their country into a crisis 
from which it has yet to recover. Mr 
Castro adopted some liberal eco- 
nomic reforms out of desperation, 
but has yet to introduce any political 
reforms at all. In fact, he is now pull- 
ing back altogether after realising 
that even his modest economic loos- 
ening could undermine his political 
control. Some optimists say it is too 
late to turn back, try as he might. Oth- 
ers see the pope’s visit as a catalyst for 
political change, coming at just the 
right time. Are things about to 
change in Castro’s Cuba? 


Fidel’s gamble 


Pope-mania has swept the island in 
recent weeks. Churches are packed 
with curious youngsters and the 
older faithful, keen to be baptised 
again. Wearing the cross, once taboo, 
is quite the thing in Havana these 
days. (Some wear it along with the 
ritual beads of santeria, a syncretic 


cults.) This year even high-ranking 
party members put up Christmas 
trees and festive lights on December 
25th, which for the first time under 
Mr Castro was declared a national 
holiday. Cheap Santa Claus figu- 
rines have somehow found their way 
into shop displays and hotel lobbies. 

How many Cubans revere the 
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pope as the vicar of Christ, and how many 
merely as a great international celebrity (of 
whom they see few), is unclear. But there is 
no denying the enthusiasm for the planned 
visit. The excitement is such that it has cre- 
ated a rift within the government. 

One faction has been pushing to make 
the visit a success, regarding it as a chance 
for a public-relations coup. They note that 
the pope has always been sympathetic to 
the revolution’s social agenda, and has 
been a fierce critic of American economic 
sanctions. Some 4,000 journalists are 
scheduled to descend upon Cuba in the 
next few days, ensuring that any papal 
comments to that effect will be covered 
world-wide. 

But hardliners have been keen to keep a 
close watch on the Vaticam's self-styled 
"messenger of truth and hope". They have 
made the island's church authorities nego- 
tiate every tiny detail of the visit. They have 
also tried to curtail the pope's access to the 
public and to the media. A hidden micro- 
phone surfaced in a room where he is 
scheduled to stay. (It was a Batista-era bug, 
insists the government.) However, efforts 
by the church to spread the word door-to- 
door have been so successful that the hard- 
liners have given up. Now their plan is to 
jump on the bandwagon. Havana has ex- 
ploded with official posters showing the 
pope shaking hands with Mr Castro, 
dressed not in his beloved fatigues but in 
collar, tie and dapper business suit—and 
proclaiming, a touch oddly, that “the pope 
is, and will be, welcome.” 

Will he still be welcome if he speaks up 
for human rights during his Cuban masses, 
as he did in Pinochet’s Chile and Marcos's 
Philippines? Exactly what he will say, espe- 
cially at his open-air mass in front of some 
500,000 in Havana's Plaza of the Revolu- 
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tion, and how the authorities will react, are 
the biggest mysteries surrounding the 
pope's visit. Most likely, he will make only 
veiled references to freedom, and will prob- 
ably decline to challenge his host openly. 
The pope is credited with hastening the de- 
mise of communism in Poland—but the 
Catholic church had strong roots there. In 
Cuba, the church was not particularly 
strong before the revolution, and has been 
humbled since by the relentless abuse of 
the Castro regime. Since 1992 the govern- 
ment has allowed a bit more freedom, but 
experts reckon that less than 5% of the coun- 
try are practising Catholics. 

Even so, the very fact that Mr Castro 
took the risk of inviting the unpredictable 
pope may be a sign of change. For the first 
time, the Comandante will have to share 
his home stage with a commanding inter- 
national figure who may well chastise him 
in front of his flock. Even if the pope does 
no such thing, argues Eduardo Gamarra of 
Florida International University, his visit 
has already unleashed forces that will 
slowly loosen Mr Castro's grip. The boost to 
the Catholic church strengthens the only 
civic institution outside the control of the 
party-state machinery. Mr Gamarra thinks 
that Mr Castro's decision to invite the pope 
may be part of (or may push him grudg- 
ingly into) the sort of careful, controlled po- 
litical opening that eased General Pinochet 
out of office in Chile. 


Hope or truth? 


Question: "What do the Vatican and a Cu- 
ban have in common?" Answer: "They've 
both had only four papas [the Spanish 
word for popes and potatoes] in 40 years." 
The real preoccupation of Cubans is not 
politics—and after this month it is most un- 
likely to be the pope—but economics. Most 
Cubans want to know where their next 
meal will come from. This is a sad state of 
affairs for a country that still boasts some of 
the best health indicators of any develop- 
ing country (the front page of Granma, the 
government paper, this month announced 
that infant mortality is down to 7.2 per 
1,000, better than in many rich countries). 
Even here there is a bitter irony. Free hospi- 
tals and doctors abound, but not aspirin or 
antibiotics—unless you have dollars. 

Cuba's economy has shrunk dramati- 
cally since the Soviet Union's subsidies of 
roughly $4 billion a year were suspended 
almost a decade ago (see chart). In 1994 
things became so bleak that Cubans in old 
Havana rioted, the first such protest against 
the regime. A desperate Mr Castro grudg- 
ingly began to bring in some liberal eco- 
nomic reforms. He has legalised the Ameri- 
can dollar, permitted a bit of private 
enterprise, and reopened farmers' markets 
(which he had shut down in the mid-1980s 
for being too successful). 

As a result, enterprising bizneros have 





Cigar aficionado 


popped up everywhere, mending shoes, 
running small cafés, guarding bicycles. A 
mechanical engineer who used to make 310 
pesos a month, about $15, now clears sev- 
eral hundred dollars a month as a taxi 
driver. A language teacher retires from her 
job paying 180 pesos a month so that she 
can earn ten times that a day at the artisans' 
market. The economic reforms found fer- 
tile ground in the instinctive entrepreneur- 
ship of Cubans, and pulled the economy 
back from the brink. By 1996 banking re- 
forms were under way, with the aim of 
making credit available to small firms, a 
radical step which would have done much 
to strengthen the private economy. 

That was when the old guard cried halt. 
They had watched as, in a few short years, 
their relatively egalitarian economy (albeit 
one where everybody is poor rather than 
rich)had started producing millionaires, or 
at least what passes for such in Cuba. Some 
clever taxi drivers, restaurateurs, agricul- 
tural middlemen and even jineteras had 
accumulated $10,000 or more—a fortune 
ina country where the average monthly sal- 
ary is still less than 300 pesos. 

Why was this a problem? One objection 
was a matter of principle: the revolution- 
aries had fought tooth and nail to wipe out 
the bourgeoisie; they did not want to see it 
revive. The more compelling reason for the 
crackdown, however, was the threat that 
this modest economic success posed to the 
regime's control. Working outside the state- 
controlled part of the economy, and getting 
on well, thousands of Cubans discovered 
they no longer needed the government to 
tell them in great detail what to do. The 
hardliners feared, with reason, that once 
people no longer needed the state, their loy- 
alty to it would diminish. 

Leading the hardliners now is Fidel's 
brother Raul, head of the armed forces. At 
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first he had been an advocate of reforms, 
but as he saw their potential to undermine 
the Castro family rule, he changed his 
mind. He has extended the army’s reach 
into many corners of the economy. 

The army’s role in farming started with 
its scheme to achieve self-sufficiency in 
food, but it has expanded well beyond that. 
Today, when the government feels that 
prices at the supposedly uncontrolled 
farmers’ markets are too high, it dumps 
military produce on to the market accord- 
ingly. Through a firm called Gaviota, the 
army plays a big role in the tourism busi- 
ness: it runs hotels, car rentals and an air- 
line. Citing last year's poor harvest, Raul 
moved at the end of last year to take control 
of sugar, historically Cuba's most impor- 
tant industry. 

The rising profile of the army may be a 
sign of things to come. Reform-minded 
leaders such as Carlos Lage, the vice-presi- 
dent, and Jose Luis Rodriguez, the economy 
minister, have lost the argument. Private 
enterprise will not be tolerated, says Ana Ju- 
lia Jatar of the Inter-American Dialogue, a 
Washington think-tank. Taxes on private 
firms are now so high that they seem de- 
signed not to raise revenue from such busi- 
nesses but to wipe them out. Intentional or 
otherwise, that is likely to be the effect. 

Taxes on Havana’s paladares (small 
non-state cafés) have risen in the past few 
weeks to more than $1,000 a month—and 
this on establishments that are forbidden 
to seat more than 12 customers. Most have 
gone bust, or underground. Sculptors at the 
artisans’ market in old Havana say they pay 
taxes of $250 a month for one square metre 
of display space: this leaves them nothing 
to live on. Ms Jatar thinks that “state cap- 
italism”—trying, somehow, to making exist- 
ing government enterprises more effi- 
cient—may be all that the regime will allow. 


Endgame 


*Forbidden articles: freezers, refrigerators, 
air-conditioning units, video recorders, 
toasters, irons." That is the warning sign 
that Cuban authorities insist be posted by 
the checkin counter for international 
flights to Havana. That a country desper- 
ately in need of any and all of the above 
items should ban them altogether sums up 
Mr Castro's Cuba nicely. He has made it 
clear he will not embrace much-needed re- 
form. Given that, how much longer can he 
hold the place together? 

Not long is the answer. The gloomy eco- 
nomic picture suggests that Mr Castro will 
soon run out of room to manoeuvre. After 
growth of 696 in 1996, the economy is ex- 
pected to slow again this year and next. 
Even the government says the economy 
will expand less than 3% this year, and 
about the same next. 

In fact Cuba will be lucky to achieve any 
growth at all this year. The sugar harvest, 
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once the leading foreign-currency earner, is 
likely to be less than 4m tonnes (a dismally 
low figure), again according to the govern- 
ment itself. The trade deficit expanded in 
1997 for the fifth year running, thanks both 
to rising imports and sluggish exports. Re- 
ceipts from tourism rose to $1^» billion in 
1997, but the industry is too inefficient to 
be very profitable. Rosy forecasts for its 
growth seem unlikely to come true, given 
Cuba's poor tourism infrastructure. For- 
eign investment, also, is likely to be much 
lower than it should be. "Reassessing 
Cuba", a report from the Economist Intelli- 
gence Unit (a sister firm of The Economist), 
says that investors are finding that Cuba's 
red tape is worse than they had expected. 
They talk of “the still-heavy hand of the 
state, a continuing suspicion of capitalism, 
a lack of understanding of how to do busi- 
ness (at times amounting to ineptitude)”. 

Oscar Espinosa, an independent Cu- 
ban economist, fears that the economy may 
be about to enter a new recession. If that 
happens, Mr Castro might face another 
summer of discontent this year or next. 
Tempers are short in the summer heat. Add 
to that chronic shortages of power and spo- 
radic interruptions of the water supply. If 
the Comandante's bungling causes wors- 
ening food shortages as well, the regime 
may well face angry protests. 

Could it cope with that? Elizardo San- 
chez, a leading human-rights advocate who 
has spent eight years in prison, says that Mr 
Castro's control has always rested on three 
pillars: his security apparatus, his eco- 
nomic system and his moral authority. The 
first is intact, but the other two look shaky. 

The regime's machinery of repression, 
by far the biggest and most sinister in the 
Americas, has grown more sophisticated 
with time. When Mr Castro came to power, 
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there were 15 prisons in Cuba. Now, there 
are more than 300 jails and work-camps. 
The prison population includes at least 
500 dissidents. Mr Sanchez describes how 
the secret political police, set up originally 
by the kGB and the Stasi, keep detailed files 
on people throughout the country. They use 
sundry police units and men from the 
dreaded Ministry of the Interior to do their 
dirty work. Ordinary citizens are roped in 
toc. The Committee for the Defence of the 
Revolution is a neighbourhood-watch 
grcup devoted to watching the neighbours. 
The Vigilantes Revolucionarios are under- 
cover informants. If all else fails, “Rapid Re- 
sponse Brigades" are called out for a sup- 
posedly spontaneous "repudiation" (with 
sticks and stones) of dissidents. 

Thuggishness alone may keep Mr Cas- 
tro in power for the moment, but the re- 
gime will not last long ifhe fails to shore up 
the other two pillars. On economics, an- 
other heated summer may persuade him to 
accept a little more capitalism. But on the 
growing moral emptiness of Fidelismo, 
there is no answer. Plans for the pope's visit 
are serving to highlight this (some jineteras, 
for example, vow as a mark of respect not to 
work during his visit). 

The time has come for Mr Castro to step 
aside. But ifhe will not, and insists on cling- 
ing to power come what may, he is in any 
case likely to see his revolution overthrown, 
its noble aims and not altogether glorious 
achievements overwhelmed by capitalist 
reality. Will the wily Mr Castro change with 
the times? He seems to be incapable of it— 
incapable of abandoning his ideology even 
for the sake of increasing his chances of 
maintaining power. Fidel himself puts it 
this way. "It is the world that is changing. 
Cuba will not change...even death will 
nct defeat us." 
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A new row broke out between 
Iraq and the UN when a 
weapons-inspection team 
was blocked because of its 
American-British compo- 
sition. The Security Council 
deplored Iraq’s action. Amer- 
ica threatened unilateral mili- 
tary action. Richard Butler 
(above), the chief inspector, is 
to visit Baghdad next week. 


The slaughter continued in 
Algeria, with more than 100 
people killed in a village just 
south of Algiers. The country’s 
government agreed that an 
EU mission, at ministerial 
level, could visit Algeria next 
week—it had rejected the pro- 
posal of a lower-level group. 


Ahead of their prime minis- 
ter's visit to Washington, Jew- 
ish settlers led a 30,000- 
strong protest in Tel Aviv 
against handing any land to 
the Palestinians. 


Angola’s government said the 
peace agreement with the 
UNITA rebels would be fully 
implemented by the end of 
next month and that Presi- 
dent Jose Eduardo dos Santos 
would meet Jonas Savimbi, 
UNITA'S leader, soon. 


Kenneth Kaunda, a Zam- 
bian ex-president under 
house arrest, was charged 
with backing an abortive 
coup in October. He dis- 
missed this as “utter rubbish”. 


The war between Hutu mi- 
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litiamen and government 
troops worsened in Africa's 
Great Lakes region: 76 people 
were reported killed in Bu- 
rundi; in Rwanda nine nuns 
were among 67 people killed. 


Staying on 


President Suharto faced up 
to the realities of the eco- 
nomic crisis that has hit In- 
donesia by announcing a se- 
ries of harsh reforms. The 
ruling party nominated him 
for another five-year term af- 
ter 32 years in office. 


A state of emergency was de- 
clared in the South Pacific is- 
land-state of Vanuatu after 
investors stormed a troubled 
savings bank in the capital, 
Port Vila. An official report 
criticised the bank for lend- 
ing politicians millions of 
dollars. 


China executed 16 Muslims 
belonging to a separatist 
movement in the Chinese 
province of Xinjiang. It said 
they had carried out murders 
and robberies while fanning 
"ethnic hatred". 





| Page 
Canada picked up the pieces 
after a ferocious ice-storm 
that cut off power in much of 
the east of the country. 


The judge at the trial of Theo- 
dore Kaczynski, the alleged 
Unabomber, stopped the 
trial and ordered him to un- 
dergo psychiatric tests. Mr 
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POLITICS THIS WEEK 


Kaczynski had apparently 
tried to commit suicide. 


Paula Jones demanded al- 
most treble the $700,000 she 
was offered to settle a sexual- 
harassment lawsuit against 
President Bill Clinton. 


In Chile, the former dictator, 
General Augusto Pinochet, 
who had agreed to retire as 
army commander on January 


| 26th, postponed his depar- 


ture. Constitutionally, he 
must go by March 11th. 


Awaiting the pope's arrival 
on January 21st, Cuba's gov- 
ernment allowed Cardinal 
Jaime Ortega 30 minutes live 
on television—the first such 
address since the early 1960s. 


Guyanese troops were on the 
streets to quell riots by back- 
ers of the People's National 
Congress who claimed— 
falsely—that its defeat in De- 


| cember's presidential election 
| was a fraud. 





Europe's jobless 


| Germany's chancellor, 


Helmut Kohl, admitted his 
government could not meet 
its goal of halving unemploy- 
ment by 2000. The jobless fig- 
ure rose in December to 
11.9%, the highest since Hitler. 


France’s prime minister, Lio- 
nel Jospin, offered to create a 
FFri billion ($164m) fund to 
help the unemployed but 
protesters wanting more con- 
tinued to occupy government 
buildings. 


In Italy, a parliamentary com- 
mittee voted against lifting 
the immunity from prosecu- 
tion of a colleague, Cesare 
Previti. Mr Previti, a right- 
wing former defence minis- 
ter, is accused of bribery. But 
the full parliament could re- 
verse the decision. 


The European Commission 
said Northern Ireland should 
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be able to resume exporting 
some beef. This would be the 
first easing of a ban on ex- 
ports of British beef imposed 
in March 1996. 





The British and Irish govern- 
ments proposed an agenda 
for peace talks in Northern 
Ireland. They suggested an 
eventual settlement would in- 
volve a local assembly, ad- 
ministrative links between 
Ulster and the Republic of 
Ireland and an inter-govern- 
mental council linking the is- 
land of Ireland and Britain. 


Thirty Czech Mrs left the for- 
mer ruling party, still led by a 
recently ousted prime minis- 
ter, Vaclav Klaus. The care- 
taker prime minister said a 
general election would be 
held in June. 


Romania's Social Demo- 
cratic party, the second big- 
gest in the ruling coalition, 
withdrew support from the 
prime minister, Victor 
Ciorbea, and called for a new 
government to be formed be- 
fore April. 


Street fighting broke out in 
Montenegro on the eve of 
the inauguration of Milo 
Djukanovic as the republic's 
new president. There were 
suspicions that Slobodan 
Milosevic, president of Yugo- 
slavia, which embraces both 
Montenegro and Serbia, was 
behind the unrest. Mr Djuk- 
anovic opposes him. 


Croatia resumed full control 
of Eastern Slavonia, a Serb- 
populated region that had 
been governed by the United 
Nations since the end of the 
war in ex-Yugoslavia. 
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Twitchy 


. Hong Kong shares were sav- 

- aged after Peregrine Invest- 
ments, the territory's biggest 
investment bank, filed for liq- 
 uidation when Zurich Group 
of Switzerland backed away 

- from a rescue. 


South Korea promised to 
pass a law making it easier to 
-dismiss workers in the finan- 
_cial sector. Investors appeared 
‘to welcome this as a sign of 
“government resolve. 


‘Indonesia bowed to stern 
.new conditions in a renegoti- 
-ated agreement with the IMF. 
. These included accelerated fi- 


.| nancial reform, autonomy for 
-| the central bank, cuts in en- 


„ergy subsidies and an end to 


-] tax breaks for the national car 


*[] project. The country's budget 
=| plans for next year have also 

| been put on a more realistic 
footing. They now assume 

-| zero growth, 20% inflation 

.| and an exchange rate of 5,000 
-| rupiah to the dollar. 


_ | Japan's banks are burdened 
- | With risky loans amounting 
to as much as Y76.7 trillion 
~} ($583 billion), the government 
| admitted, nearly trebling its 
earlier (disbelieved) estimates. 


Topped and tailed 


Deutsche Bank said it will 
=| overhaul Deutsche Morgan 
| Grenfell, its London-based in- 


:.| vestment banking business, 


^| and merge it with its corpo- 
| -rate-banking arm. The "Mor- 
„gan Grenfell” tag may disap- 
ar in the revamp. 
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USINESS THIS WEEK 


Credit Suisse First Boston 


| continued to expand in Asia 
with the purchase for an “in- 


consequential sum" of bits of 
Barclays BZW Asia, as the 


British bank continues to ex- 
| tricate itself from investment 
banking. 


Union Bank of Switzerland 
and Martin Ebner, whose 
BK Vision is one of the bank's 
biggest shareholders, settled 
their long-running and often 
rancorous dispute over the 
bank's share structure. 


in touch 


America's National Football 
League sold its new broad- 
casting rights package to the 
ABC, CBS and Fox networks 
for $2.2 billion a year, twice 
as much as the current pack- 
age. NBC, which has broadcast 
the NFL since 1965, missed 
out because it reckoned the 
price was too high. 


ICI picked Brendan O'Neill, 
head of Guinness's brewing 
business, to be its chief op- 
erating officer, with the likeli- 
hood that he will become 


. chief executive next year 

| when Charles Miller Smith 
becomes chairman. The Brit- 
-ish firm is continuing to shift 


from low-margin commod- 
ities to more profitable spe- 
cialty chemicals and con- 
sumer products such as paint, 
plastics and beauty products. 


Microsoft battled on with its 
antitrust problems. It was 
back in court in America de- 
fending itself against claims 
that it had failed to comply 
with an order to separate its 
Windows 95 operating sys- 
tem from its browser. Mean- 


while, its Tokyo office was 
raided by antitrust regulators. 


The world's biggest chip 
maker, Intel, reported a — 
fourth-quarter net profit of 


— $1.74 billion, down from $1.91 


billion a year earlier but bet- 
ter than Wall Street expected. 


Hoping to boost its underval- 
ued shares, US Office Prod- 
ucts, based in Washington, 
DC, is spinning off four units 
to concentrate more on its 
core office-supply and ser- 


| vices operations. 


| Federal-Mogul of Michigan 


is buying Chicago-based Fel- 
Pro, maker of gaskets and die- 
sel-engine parts, for $720m 


| even as it completes its $2.9 


billion purchase of Britain's 
T&N. Federal-Mogul said 
completion of both deals 
would give it a $1 billion. 
worldwide sealing business. 


| A blockage in the proposed 


merger between Germany's 
Thyssen and Krupp engi- 
neering groups was cleared 
when the two agreed that 
there should be two chief ex- 
ecutives, one from each 
group. Thyssen's chairman, 
Dieter Vogel, had been bat- 


| tling to win the job until re- 


cently, when Berlin prosecu- 
tors charged him with fraud. 


Dixons, Britain's largest elec- 
trical retailer, admitted that 
like many high-street store 
groups it had had a lousy 
Christmas. John Clare, its 
chief executive, said that con- 
sumers had spent much less 
than expected before the holi- 


| day. Although sales after- 


wards were faster than ex- 
pected, the firm's share price 
fell 10% on a lower profit 
forecast. 


Hong Kong-based First Pa- 
cific announced a $2 billion 
disposal of assets, mainly in 
the form of its 4096 stake in 
Hagemeyer, a trading busi- 


| ness based in the Nether- 


lands, to boost investor cc con 
dence. The group als 
confi rmed tha 


ogies unveiled a $1 billio: 
joint venture with Singa 
pore's Chartered Semi- . 
conductor Manufacturing 
to make chips in Singapore. 


More motors 


New-car registrations in 
Western Europe rose by 4.8% 
last year. Italy’s stunning rise 
last year was due to govern- 
ment incentives. Among jos- 
tling car makers, market share 
barely budged. Volkswagen _ 
remained supreme with a 


| 17. nes share, slightly iden: 


ady large gap between. 
nd its nearest rival, Gen- 
eral Motors 12.996. 


Boeing kancha a new re- 


. gional jetliner—the 717—to 


carry 80-120 passengers, ‘ 
based on an earlier McDon-. ` 
nell Douglas product. But its 
bestseller, the 737, had more 
safety checks imposed on it 
by the Federal Aviation Ad- 
ministration after a crashed 
aircraft was found to have a 


| defective tailplane. Boeing 


has already had to modify the 
horizontal tailfin on new ver- 
sions of the aeroplane. 


Shares in Servisair plun ged 
by 25% after the British air- 
craft and ground-han dii | 
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(A.C.N. 051 775 556) 


4,288, 866 733 Ordinary Shares 
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and the Fir inal instalm ent of AS1,40 is payable. on November 17, 1998. 
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Australia, supplying mobile iel communications services and providing à comprehensive range of data, Internet and on-line services and, through its affiliates, pay television. 
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THE South Korean model”, says an 
~ & Indonesian intellectual, “no longer 
works.” As a comment on the punctured 
‘Korean economic miracle, that would 
hardly be profound. But the Indonesian 
was drawing a political lesson from his 
own country's recent troubles: that it is no 
longer so easy to argue the benefits of strong 
authoritarian rule. As in South Korea and 
Taiwan, the argument used to go, demo- 
cratic change could be postponed in Indo- 
nesia until the country was much richer. 
Then, as a growing middle class demanded 
more openness and participation in gov- 
ernment, it would come without too much 
bloodshed. But in Indonesia years of heady 
economic growth have brought little politi- 
cal reform. Will sudden economic collapse 
be more productive? 

^. At one point, an end to the regime of 
President Suharto seemed to be on the 
‘cards. After his budget speech on January 
6th, the currency, the rupiah, went into free 
-fall—at one point touching a rate of 11,000 
:to the dollar, less than a quarter of its value 
“months earlier. Shoppers, fearing 












slump in South-East Asia has revealed the need not just for economic 
ange, but for political reform as well 


sieged markets and stripped shop-shelves. 
There was no disguising the government's 
responsibility for the crisis: the budget had 
disappointed investors by appearing to 
flout the terms of an agreement with the 
IMF to reform the economy in return for a 
package of $45 billion in rescue funds. And 
the biggest single obstacle to those reforms 
was the president's family, and its perva- 
sive commercial clout. 

. Asaresult, opposition politicians aban- 
doned their usual tact to call openly for the 
president's resignation; the press, often 
browbeaten in the past, printed their 
words. The opposition Democratic Party 
observed that the country was "gripped by 
a strong feeling that there is at the moment 
no respectable and responsible leader- 
ship". Others even drew parallels with in- 
dependent Indonesia's only other experi- 
ence of a change of leadership: the rise of 
Mr Suharto in 1965-66 to replace President 
Sukarno, in a maelstrom of street dem- 
onstrations, military plotting and mass 
slaughter. On January 10th, Sukarno’s 
daughter, Megawati Sukarnoputri, de- 
clared herself willing to accept a nomina- 


 vanished. Instead, it was hard to find any- 

























































tion for the presidency. M 
five-year term in office is dr 
Despite his-age, it has ge 
sumed that he would bi 
by the tame assemb 
“elect” a president 
March. Suddenly it see 
to might not last even that lo 
But within a few days, this view had 


one in Jakarta who thought Mr Suharto- 
would go. In one café at sunset, a dissident: 
journalist, a senior accountant, a factory- 
owner and an economic consultant gathei 
ing to break the Ramadan fast all ag 
that it would be better if he did. Non 
thought he would; none could see an alte 
native. » c Rene tno 

- Much has changed since 1965. Then, th 
communists formed a large and organ 
force that polarised society. Now the op 
sition is small and divided. Megawati i 
popular figure; and she has forged an i 
pressive-looking alliance with Amien Rai 
and Abdurrahman Wahid, the leaders of 
the country’s two largest Muslim organisa- 
tions. Yet even Megawati herself does not — 
expect to be president soon. She wants to. - 
break the barrier of fear that has blocked 
even discussion of the succession. Mr 
Wahid, too, would like Mr Suharto gone; 
but he does not expect a real change foran- 
other three or four years. i 


Aline in the archipelago p 
After January 12th, the stock exchange and 
currency market enjoyed a respite from 
their daily pounding. Having failed to stop 
the slide by offering ever more loans, the 
IMF was having better success by making 
chirpy statements about the government's 
seriousness over reform. The leaders of the.. 
United States, Japan, Germany, Australia 
and Singapore all telephoned or visited Mr. - 
Suharto to express concern. But most then 
reported their confidence in his commit: 
ment to clear up the mess. Senior delega- 
tions from the United States and the IMF 
came to Jakarta and did likewise. On Janu- _ 
ary 15th the IMF announced a sweeping 
new reform agreement signed by Mr - 
Suharto himself. Subsidies and tariffs were- 
to be cut, monopolies eliminated, and lav- 
ish projects cancelled; many of the Suharto. 
family’s perks would vanish. Yet another - 
turning-point in the region’s econom 
slide was cheered. ! 

A victory for the global markets in fa 
ing down a dictator loth to loosen his 
ily’s grip on the national wealth? 
some Indonesian dissidents saw it, : 
line from foreigners to a despo 
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should be shown the door? The frenzy of 
high-level diplomacy in Indonesia hinted 
ata kind of international panic about what 
might happen there. In part this was a re- 
sponse to worries that the “contagion” of 
economic disaster in the region might be- 
come even more virulent. But among Indo- 
nesia’s neighbours, some voiced deeper 
fears: of renewed violence directed at the 
rich ethnic-Chinese minority; of a wave of 
Indonesian boat people fleeing economic 
hardship and rioting; of a power vacuum 
in the country and a threat to shipping 
lanes and oil and gas supplies vital to Ja- 
pan. Many people recalled what happened 
in the 1960s: not just the carnage in Indone- 
sia, but the “confrontation”, just short of 
war, that Sukarno embarked upon with 
Singapore and Malaysia. 

The best way to prevent these dire 
imaginings from coming true was to stop 
the economic rot in Indonesia. The conse- 
quence may have been, for a while at least, 
to prop up Mr Suharto. Now, “no one in 
this country”, says Marzuki Darusman of 
the National Human-Rights Commission, 
“thinks his re-election can be obstructed.” 
Barring, that is, “extraordinary events”. 
Those remain possible: the powerful army, 
which is constitutionally guaranteed a po- 
litical role, may turn against Mr Suharto. 
But most of its key commanders are his 
henchmen. They are unlikely to act unless 
there is a real prospect of anarchy. 

That is not unimaginable. Mr Suharto 
has proved better at promising reform than 
at delivering it. He is, after all, being asked 
to dismantle an economic structure which 
has created enormous fortunes for his sons 
and daughters, with whom he breaks his 
fast every day. As his relations squeal, he 
may backslide, setting off a new onslaught 
on the currency, new bouts of panic hoard- 
ing, new hyperinflationary pressures. 


Home to unemployment 


Meanwhile, the lurch from economic 
growth of 7% a year to a deep recession will 
throw many out of work. The unemploy- 
ment rate jumped from 7.7% in 1996 to 10% 
last year, and has much further to go. Many 
workers returning home later this month 
for the annual end-of-Ramadan holiday 
will have no jobs to come back to. Many 
will not have been paid the traditional 
“13th month” annual bonus on which they 
rely—500 workers at one ceramics factory 
are on strike to protest at getting part of 
their bonus in unsold cups and dishes. 
The rainy season next month will dis- 
rupt transport and so push up food prices, 
which a prolonged drought has already 
helped to inflate. There have been some mi- 
nor riots about prices and petty regula- 
tions, and some small anti-Suharto pro- 
tests. But, in general, the streets are 
characterised by what one Indonesian ana- 
lyst calls “eerie restraint”. It could evapo- 


26 


rate overnight, and the army might then 
have to decide whether it is prepared to 
shoot to preserve Mr Suharto's “new order". 

So much, then, for the “South Korean 
model”. Indonesia is an extreme case of a 
phenomenon seen in several Asian coun- 
tries, where a government derives its legiti- 
macy from its ability to deliver economic 
success rather than from a truly democratic 
mandate. For years, that success has pro- 
tected governments. They have brushed off 
or suppressed domestic dissent, and 
claimed popular support for putting 
greater prosperity before political freedom. 
Some regional leaders elevated the trade- 
off between these two goals to a philosophi- 
cal debate with their liberal critics at home 
and in the West. “Asian values” were al- 





Love my currency, even devalued 


leged to place greater weight on social order 
and deference to authority than did values 
of the decadent western variety. 

But what looked like “political stabil- 
ity” during a bull market looks like danger- 
ous rigidity when times are tough. The 
world has changed drastically, but some 
South-East Asian governments have not 
adapted: to the globalisation of the market- 
place, to the social changes their own eco- 
nomic triumphs have wrought, or even to 
the transformation of the world since the 
collapse of the Soviet Union. The turmoil of 
the past few months has, in many coun- 
tries, come at a time of political transition, 
and has brought reform closer. 

In Thailand, for example, it has brought 
down one government, and eased the pas- 
sage of a new constitution aimed at clean- 
ing up a political system long operated on 
commercial lines. In a sense, it consoli- 
dated the democratic gains made after a 
middle-class revolt in Bangkok in 1992. It is 
ironic, however, that the new Thai govern- 
ment, generally seen as more capable and 
less corrupt than its predecessor, is led by a 
party that lost the last election. And even 
staunch adherents of the new constitution 


TOL TNWARUSENNTTT TA 


2 REEL 


see it as just one step on the road to a clean 
and accountable regime. 

In the Philippines, as in Thailand, the 
old political elite has by and large survived 
democratic upheaval. There, too, the eco- 
nomic troubles may have hastened 
generational change. They helped scotch 
manoeuvres to amend the constitution to 
allow Fidel Ramos a second term as presi- 
dent. Businessmen may not like the favour- 
ite to win the presidential election in 
May-the current vice-president and for- 
mer B-movie star, Joseph Estrada—but 
many agree the democratic system has 
been strengthened. 

When the economic crisis hit Thailand, 
its first victim, back in July, it was possible 
for South-East Asia's authoritarians to ar- 
gue that democracy was part of the prob- 
lem. They could claim that those Asian 
countries with short-lived, unstable gov- 
ernments were ill-equipped to cope with a 
crisis and to impose the harsh measures 
needed to end it. At the time, Indonesia, 
which acted promptly and decisively, 
seemed to show that authoritarianism 
could work wonders. Six months later, the 
opposite appears to be true: the more dem- 
ocratic countries seem to have the best 
chance of successful economic reform. In 
Thailand—and South Korea—opposition 
figures are able to take office, distance 
themselves from the mistakes of their 
predecessors, say the government's ac- 
counts are far worse than even they had 
feared, and start to put it right. 

President Suharto does not have that 
luxury. Nor, come to that, does Mahathir 
Mohamad of Malaysia, or his deputy, pre- 
sumed successor and perhaps rival, Anwar 
Ibrahim. It has fallen to Mr Anwar to an- 
nounce the austerity measures that his boss 
had denied would ever be necessary. But he 
is also the finance minister, and a product 
of the same political party with its tight 
links with business. Like Mr Suharto, nei- 
ther man can institute fundamental re- 
form of the system without undermining 
his own position. 

One of the most galling aspects of re- 
cent months for South-East Asian leaders 
has been the realisation of their depen- 
dence on the United States. In Thailand, 
politicians have found it hard to hide their 
pique that America did not come to their 
rescue last July. They interpret this neglect 
as a loss of strategic importance: America 
cares less now that they are no longer seen 
as potential dominoes toppling to commu- 
nism. Now the dominoes are toppled by 
the financial markets. Mr Suharto's Indo- 
nesia is, perhaps, a fitting place to try to 
stop them tumbling: one of the last cold- 
war regimes, founded in a purge of com- 
munists and backed by an America at war 
with Vietnam. The world has changed. Mr 
Suharto has now to prove that he has too. 





THE ECONOMIST JANUARY 17TH 1998 


Singapore 


Foreigners still welcome 


SINGAPORE 


ISITORS to Singapore cannot fail to be 

impressed by the city-state's soaring of- 
fice towers, its enormous blocks of well- 
kept public housing, and the profusion of 
cranes that dominate every horizon. But, as 
in many of Asia's richer countries, in Singa- 
pore foreign labourers from poorer neigh- 
bours can be found toiling at the building 
sites and tidying the towers. Fortunately, 
though the region's economic turmoil may 
lead some countries, such as Malaysia and 
Thailand, to send many of their foreign 
workers home, most of Singapore's foreign- 
ers are too useful to be banished. 

Singapore has long relied on skilled for- 
eign professionals to complement its local 
workforce. Last August, the prime minister, 
Goh Chok Tong, renewed the drive to re- 
cruit "foreign talent"—engineers, profes- 
sionals, entrepreneurs—to help Singapore 
transform itself into a high-tech economy. 
But less noisily the country has also been 
growing ever more dependent on unskilled 
foreign muscle—building labourers, pro- 
duction workers, maids, street sweepers. 
Foreigners now hold 25% of Singapore’s 
jobs, up from 12% in 1992. Their number is 
officially put at 450,000, though that ex- 
cludes illegals. 

Most of the unskilled foreigners are 
paid much less than locals. Wages for 
Singaporeans have been steadily climb- 
ing—they were, on average, $$2,196 ($1,091) 
a month in 1996—but unskilled foreign 
labourers today make an average of little 
more than $$400 a month; maids as little 
as $$300 a month. Still, that is enough to 
bring job-seekers from poorer places in 
droves. On Sunday afternoons, Serangoon 





A long way from home 
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Road, a centre for the South Asian commu- 
nity, is thronged by tens of thousands of In- 
dians, Bangladeshis and Burmese, who 
flood there to meet and chat on their day 
off. Many of the island's 100,000 (mostly 
Filipina) maids flock to Orchard Road, the 
main shopping district, and picnic in 
parks, where they draw their own wolf- 
whistling admirers. 

The government is distinctly uneasy 
about the implications of this influx. Inci- 
dents involving foreign workers cause trou- 
ble with other countries. A huge row 
erupted with the Philippines in 1995, for in- 
stance, when Flor Contemplacion, a Fili- 
pina maid, was hanged in Singapore for 
murder. And some Singaporeans com- 
plain that cheap foreign labour depresses 
wages for the country's own workers. 

To curb the appetite for unskilled for- 
eigners, the government imposes a hefty 
monthly levy on employers, which often ex- 
ceeds the wages paid to workers. The Minis- 
try of Labour sets “dependency ceilings" on 
each industry, limiting the ratio of foreign 
workers to locals. Firms employing illegal 
workers are subject to stiff fines. 

Despite these efforts, the number of for- 
eign workers goes on rising. Singapore's 
economy has been growing at about 7%, 
generating about 100,000 new jobs every 
year. Yet only 50,000 Singaporeans join the 
labour force each year. With unemploy- 
ment at about 2%, imported workers fill the 
gap. A decade ago, alarmed by a falling 
birth rate, the government embarked on a 
campaign to encourage larger families. 
Public-spirited citizens responded by hav- 
ing more children—and hiring more for- 
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eign maids to look after them. 

Professor Hui Weng Tat, an economist 
at the National University of Singapore, 
says that, if the economy continues to ex- 
pand at its present rate, foreign workers 
will make up 44% of the workforce by 2010. 
In fact, growth looks like slowing as a result 
of the Asian crisis. Even so, the government 
is not going to abandon its intention to de- 
liver clean streets and rising incomes. With 
those will come, inevitably, more foreign 
workers, and perhaps social and political 
tensions too. 





Bangladesh 
Acid horrors 


DHA<A 


HE new year began dreadfully at the 

burns unit at the Dhaka Medical Col- 
lege Hospital, the only special place for 
burns treatment in the country. In just a 
few days, 16 young women were brought in 
suffering from acid burns. The hospital 
coped as well as it could, with two or three 
patients sharing beds. All were victims of 
an increasingly common crime: young 
women who have annoyed their husbands 
or spurned the advances of other men have 
had acid thrown in their faces. 

The case of 21-year-old Asma Begum is 
typical. She had a row with her husband, a 
rickshaw driver, after returning late to her 
home in one of the city’s slums from the 
clothing factory where she works. Her hus- 
band, furious that his food had not been 
prepared, left to work a night shift but later 
returned with a container of sulphuric 
acid. He threw it at her while she was asleep 
in the same room as four other women 
workers from the factory. All five were in- 
jured. Part of Asma Begum's face, one of her 
arms and her chest were burnt. 

Some of the victims of acid attacks die 
of severe burns. Most of those who survive 
remain grotesquely disfigured and blind. 
The few surgeons available may be able to 
perform what they describe as reconstruc- 
tive surgery on some lucky patients. But fa- 
cilities for plastic surgery are limited in 
Bangladesh, and anyway far too expensive 
for most women to afford. 

Acid attacks on women occur in other 
countries, including recently India and 
Egypt. Yet it seems especially common in 
Bangladesh. The extent of the crime is hard 
to establish, but there may be more than 
100 victims a year. The Dhaka Medical Col- 
lege Hospital had been admitting about 
two acid-attack victims a week until re- 
cently, when the average started to rise to 
three. Many incidents are in rural areas, 
where women cannot easily get to hospital, 
and go unrecorded. 

Officials struggle to find an explanation 
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Over the top in Pakistan 


ISLAMABAD 


114 Y CENTRE is giving way, my 
| right is in retreat; situation ex- 
cellent, I shall attack." Benazir Bhutto, an 
avid student of history in her Oxford 
_ days, was this week perhaps inspired by 

the words of Marsha! Foch, a French 
| commander in the first world war. As the 
| name of the Bhutto family was dragged 
through mire as thick as Flanders mud, 
she launched a salvo against her enemy, 
Nawaz Sharif, the prime minister. 

Mr Sharif was the corrupt one, Miss 
Bhutto indignantly told Ghulam Mujad- 
id Mirza, a former judge who has the job 
of "chief accountability commissioner". 
He listened toa catalogue of infamy—du- 
bious wheat contracts and bank loans, 
favouritism to a business friend—alleged 
by Miss Bhutto. Anyone in Pakistan has 
the right to make such charges. Mr Mirza 
| will now see whether there is evidence to 





for the increase in this horrendous crime. 
According to one theory, the attacks are a 
dreadful manifestation of a male backlash 
against women improving their lot. 
Though both the prime minister and the 
leader of the opposition are female, among 
the poor—and almost all the acid attacks 
involve the poor—women are held in low 
esteem. Yet more and more women are be- 
coming breadwinners who support their 
families, including husbands who are of- 
ten unemployed. Jobs have provided an 
army of young women with self-confidence 
and a measure of independence. 

Female employment has come in part 
from the success of micro-credit schemes, 
in which nearly 4m people—well over 90% 
of them women—have been provided with 
loans to start small businesses and help 
themselves out of povertv. This has given a 
big boost to the standing of women in vil- 
lages, and shown them :o be responsible 
and astute in managing money. The cloth- 
ing industry, which has expanded rapidly, 
exporting $4.2 billion-worth of T-shirts and 
other clothes last year, has also played a 
part. It now employs 1.3m workers, the vast 
majority of them women. 

The government is under pressure to 
take action by enforcing the laws that regu- 
late the sale of acid. Acid is widely avail- 
able. Many shops supply it to tanneries, 
jewellers and car-battery sellers, and it can 
often be bought with no questions asked. 
But there is also pressure of a different kind 
on the government. "The authorities have 
to think of new development strategies 
which create jobs for men," says Farida 
Akhtar, a women's activist. 
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back them up. 

Whatever his decision, Miss Bhutto 
has at least diverted some attention from 
a series of widely publicised leaks by a 
government team investigating the busi- 
ness dealings of the Bhutto family. Ac- 
cording to these leaks, millions of dollars 
taken in bribes have been salted away in 
foreign banks. Such claims are hardly | 
new: Miss Bhutto's goverment was dis- 
missed for alleged corruption, and her 
husband, Asif Zardari, is in jail accused 
of corruption. But the Sharif govern- 
ment, beset by growing unemployment, 
huge debts and widespread terrorism, 
may want to show that it is doing some- 
thing successfully. 

“I am not running away,” was Miss 
Bhutto's Foch-like riposte. Marshal Foch 
did in the end win his battle, but it was a 
bloody business. 





Australia and the environment 
Timber... 


SYDNEY 


SK who does most to turn the world 
into a greenhouse, or to kipper its 
neighbours by burning its forests, and the 
answer will probably be Brazil or Indone- 
sia. Yet Australians have been cutting down 
their native forests at a rate that some claim 
is second only to Brazil’s. For generations, 
rural Australians have regarded land-clear- 
ing as a God-given right. It is not one that 
will be given up easily. 
The United Nations conference on cli- 





More chips off the old block 


mate change in Kyoto in December set tar- 
gets to reduce the emission of greenhouse 
gases, such as carbon dioxide, which cause 
global warming. Whereas most rich coun- 
tries agreed to cut their emissions below 
1990 levels by 2010, Australia emerged with 
a singular concession that allowed it to 
raise its emissions by 8% above 1990 levels 
by 2010. The country’s land-clearing poli- 
cies were central to winning that conces- 
sion, but are turning out to be highly 
controversial. 

Australia argued it was special because 
its economy depends heavily on the export 
and use of fossil fuels, such as coal. It does 
not use nuclear energy. But Australia also 
claimed it deserved credit for slowing 
down its rate of land-clearing. About a 
quarter of the country's greenhouse emis- 
sions are caused by land-clearing activities 
and the burning associated with it. The 
Australians also wanted credit for planting 
trees on some of the cleared land. The new 
forests will absorb carbon dioxide. 

Yet the devastation has been vast. Ac- 
cording to a recent report by New South 
Wales's Environment Protection Authority, 
9% of the Australian continent was forested 
when the first Europeans stepped ashore in 
1788; only 5% remains forested today. Most 
of the woodland was in the more fertile 
coastal regions, such as northern New 
South Wales, where nearly all the native 
rainforests have disappeared. In the wheat 
belt of south-west Western Australia, which 
makes up most of that state’s cultivated 
land, 93% of pre-European native vegeta- 
tion has been cut down. 

Australia’s land-clearing rate in 1997 
was two-thirds that of 1990. Much of the re- 
duction reflected the impact of green poli- 
tics since the 1980s, and restrictions im- 
posed on farmers in some states, such as 
South Australia and Victoria, where clear- 
ing has virtually stopped. Not so in New 
South Wales, the most popu- 
lous state, and Queensland, 
home to about half of Austra- 
lia’s 23m cattle. According to 
the latest figures, in both 
these states farmers and de- 
velopers are still clearing 
458,000 hectares (1,800 
square miles) a year, which is 
97% of Australia's total land- 
clearance. 

So how can Australia 
stick to its Kyoto undertaking 
and yet continue to reduce its 
land clearance? The farmers 
in Queensland, known as the 
"deep north", are a truculent 
lot whose voting power is 
likely to deter both state and 
federal governments from 
imposing new clearing con- 
trols. Indeed, the federal min- 
ister for primary industries 
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announced after the Kyoto gathering that 
there were “mitigating factors” against the 
need for such controls, without saying what 
they were. 

Very little, according to some critics. 
“Australia committed fraud on the interna- 
tional community at Kyoto,” says Clive 
Hamilton, executive director of the Austra- 
lia Institute, a Canberra-based environ- 
mental-research body. “Australia’s green- 
house target there was so generous that we 
will need to do almost nothing to reduce 
our energy emissions, and could actually 
increase the rate of land clearing.” 





Nepal 


Waiting for the 
king 


LOWLY, Nepal seems to be drifting into 

political disarray. On January 8th the 
prime minister, Surya Bahadur Thapa, 
asked King Birendra to dissolve parliament 
and to fix a date for a general election. Un- 
der the constitution, this should be simply 
a formality. But the king has hesitated. On 
January 14th he asked the Supreme Court 
for advice. 

The king is entitled to do this, although 
itis not clear why he is doing so. The hesita- 
tion has upset Mr Thapa. He says it is “not 
right". A former chief justice, Biswonath 
Upadhyay, says it is "not necessary now". 
He fears that social unrest, even "chaos" or 


ALMATY 


HE next presidential election in Kaz- 

akhstan, a former Soviet republic, 
may be more than two years away, but op- 
position and human-rights groups fear 
the man currently in the top job has al- 
ready started taking sinister steps to en- 
sure his own victory. The authorities have 
begun cracking down on rival political 
groups. Two of them—Azamat, an organ- 
isation founded by Kazakhstan's intelli- 
gentsia, and the Workers’ Movement—say 
they are being harassed and punished for 
expressing dissenting views. 

The three co-chairmen of Azamat, Gal- 
ym Abilsiitov, Murat Auezov and Pyotr 
Svoik, have ended up in trouble after a 
protest they organised against what they 
call the government's “arbitrary rule". 
This was attended by 600 people in front 
of the parliament building in late No- 
vember. The next day, while he was at- 
tending a conference in Kirgizstan on de- 
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“anarchy”, may follow. Both men, and oth- 
ers concerned with government in Nepal, 
are worried that the authority of the office 
of prime minister is being undermined by 
the delay. The country has had multi-party 
democracy only since 1990. Before that the 
king was pretty much an absolute ruler. 

Noone would be surprised were he nos- 
talgic for the old days. Since 1990, Nepal 
has had four largely inefficient govern- 
ments. They have been burdened with huge 
cabinets of close to 50 ministers, con- 
structed to please numerous political inter- 
ests, with little attention given to the qual- 
ity of leadership. 

Mr Thapa's government, a coalition of 
three parties, took office only in October. It 
has not been a happy group. Critics of Mr 
Thapa in the coalition have been talking 
with the communist-led opposition about 
ways of destroying the government. Among 
them have been Lokendra Bahadur Chand, 
whom Mr Thapa dislodged as leader of the 
Rastriya Prajatantra Party (RPP). Mr Thapa's 
request for an election followed an opposi- 
tion threat to move a no-confidence vote 
against his government. Although the gov- 
ernment theoretically has a small majority 
in parliament, Mr Thapa was not sure he 
could count on the loyalty of all his no- 
tional supporters. 

Mr Thapa is hopeful of staying on as 
prime minister in a new government. A 
general election, he believes, would enable 
him to get rid of his more prominent crit- 
ics, especially Mr Chand. The result, he con- 
fidently claims, would be a stable govern- 
ment. The opposition is determined that he 
should go. Mr Thapa used to have royalist 


A united front in Kazakhstan 


mocracy in Central Asia, Mr Svoik and 
his wife were beaten up in a hotel room 
by four masked assailants. Although the 
incident is still under investigation, op- 
position groups have thrown their sup- 
port behind Azamat in the belief the at- 
tack was linked to the protest. 

Last month the three men appeared in 
court charged with leading an “unsanc- 
tioned" demonstration. Mr Svoik was 
given a warning. Mr Auezov, the son of a 
famous Kazakh writer, was fined 2,400 
tenge ($32) and Mr Abilsiitov, a scientist 
and former deputy prime minister, was 
jailed for 15 days. He went on hunger 
strike and had to be taken to hospital. 

Mr Auezov has announced that he 
plans to stand for president. Mr Abil- 
siitov is also widely viewed as a potential 
candidate. The current president, Nursul- 
tan Nazarbaev, tends to be intolerant of 
opposition and had his term of office ex- 


Thapa wants an election 


sympathies. In the pre-democracy period 
he was chairman of the king's “council of 
ministers". The RPP was established to 
counter anti-royalist forces, especially the 
United Marxist-Leninist Party, which has a 
lot of support in Nepal, one of the world's 
ten poorest countries. 

The opposition would like to have the 
chance to form a government in the 
present parliament, but this is not an op- 
tion under the constitution. So it is pressing 
for an all-party caretaker government to 
manage the country in the approach to the 
proposed election. Leaving Mr Thapa in 
charge would give him an unfair advan- 
tage, it says. 





tended by five years through a national 
referendum in 1995. 

Although he claims he will hold dem- 
ocratic elections, Mr Nazarbaev seems to 
have taken a strong liking for the pace of | 
economic reforms and the style of govern- 
ment that have been common in parts of 
East Asia. In a speech last week, he praised 
the example of Singapore, where he said 
the standard of living has been raised to 
such a high level that no one complained 
about a lack of democracy. 

None ofthe opposition groups in Kaz- 
akhstan is particularly strong or large. But 
now they have decided to unite and form 
an organisation called the People's Front. | 
Its aim will be to fight for democratic | 
principles and human rights. The mem- 
bers will include the Communist Party, _ 
the Socialist Party, Azamat, the Workers’ | 
Movement and various other political | 
groups. The first item on the agenda will | 
be to select a joint candidate for the presi- 
dential election. Instead of suppressing 
his opponents, Mr Nazarbaev seems to 
have united them. | 
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You can find the answers in World outlook 1998—the latest 
‘edition of the Economist intelligence Unit's highly respected 
annual forecasting guide to 186 economies. 


World outlook 1998 helps you identify the key issues facing 
you in every country. It gives you a detailed insight into the 
trends in politics, the economy and business sectors over the 
next 12 months. General forecasts are accompanied by detailed 
macroeconomic indicators, supported by six-year runs of 
historical data. 


You will find World outlook 1998 is an ideal source of quick, 
easy-to-use reference. Published in one convenient volume, it 
saves you hours of searching through different sources and 
allows you immediate access to all the information you need. 





| Forecasts for 186 countries in one volume— 
order your copy today 


For faster ordering phone (852) 2802 7288 


Return to: The Economist Intelligerice Unit, 25/F Dah Sing Financial Centre 
108 Gloucester Road. Wanchai, Hong Kong. 

Yes! Please send me. copies. of World outlook 1998, price: US$395 

Personal details 

|. Name (Mr/Mrs/Ms/Dr) 

Title — 

E Company 

Address 

















___ Zipépostcode 
Country — 
Tel Fax 
E-mail 


Payment details 


[] t enclose a cheque for US$ payable to 


The Economist Group (Asia/Pacific) Lid 
iiam paying by telegraphic transfer to: 


Hong Kong and Shanghai Banking Gorporation Limited 
Hong Kong Main Office, i Queen's Road, Central Hong Kong. 

AAD No: 125 AAC Name: The Economist Group (Asia/Pacific) Ltd 
.. {Please enclose a-copy of your telegraphic transfer instruction.) 





L] Please charge £ — .——— to my 
EN Americani Express Ci visa [L] MasterCard 
Account No 


Signature: 








Expiry date: 
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ADMISSION TO 
POSTGRADUATE 
COURSE FOR SESSION 
1998-99 








MASTER IN PUBLIC POLICY 


The Faculty of Arts and Social Sciences, National University of 
Singapore, invites applications for admission to the Master in Public 
Policy (MPP) Programme for the academic year 1998-99, commencing 
13 July 1998. 









Developed in collaboration with Harvard University, the Programme 
creates an awareness of the complexity of policy issues and provides 
professional skills needed in government and management. Students 
learn methods of analysis and techniques in the management and 
setting of policy and the resolution. of conflict. The multi-disciplinary 
curriculum emphasises both Southeast Asian and international 
perspectives. The Programme has an international student body 
drawn primarily from Southeast and East Asia, and this provides 
excellent opportunities for networking among the future leaders of 
the Asia-Pacific region. 


The MPP is a full-time programme consisting of approximately 17 
months of coursework and a Policy Analysis Exercise. Candidates 
seeking admission must have at least 2 years’ relevant working 
experience in the public service or other policy-related fields. 
Candidates must also demonstrate management ability and leadership 
potential. A good first degree with some background in areas such 
as economics, political science, statistics, law, and the environmental 
and other sciences is desirable. Interested applicants from both the 
public and private sectors are encouraged to apply. 


TEMASEK SCHOLARSHIPS 


The National University of Singapore offers attractive scholarships 
which provide both tuition assistance and a living stipend to students 
wishing to pursue an MPP degree. Nationals and permanent residents 
of Southeast Asian nations (except Singapore) are eligible to apply 
for these scholarships. 


Additional information on the Programme and the Temasek 
Scholarships is contained in the MPP Handbook which, along 
with the Admission Booklet, may be obtained from: 


Master in Public Policy Programme 
Faculty of Arts & Social Sciences 
National University of Singapore 
10 Kent Ridge Crescent 

Singapore 119260 


OR 
The Singapore Embassy in ASEAN countries 


For enquiries: 

Tel: (*65) 874 6134/874 3500 
Fax: (*65) 778 1020 

E-mail: mppsec@nus.edu.sg 


All applications must reach the Programme by 28 February 1998. d 
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The Asian effect 


WASHINGTON, DC 


OR most of its history, America has 

shrugged off economic turmoil abroad. 
Its economy was so big, and trade played so 
small a part, that distant upheavals of this 
sort had little impact. No longer. With re- 
markable speed, Asia's financial mess has 
come to seem the biggest threat to Ameri- 
ca's economic expansion, bringing jitters to 
Wall Street and Washington alike. 

Last week, President Bill Clinton hastily 
sent Lawrence Summers, the deputy trea- 
sury secretary, to Indonesia, with instruc- 
tions to persuade President Suharto to 
strengthen his economic reforms. On Janu- 
ary 13th Madeleine Albright, the secretary 
of state, begged Congress to support re- 
newed financing for the International 
Monetary Fund. More than 200 people, re- 
markable by the standards of these things, 
attended a recent lunchtime talk in Wash- 
ington by a Korean economist. Even the 
Sunday talk-shows—true gauge of Ameri- 
can  politics—are discussing — Asia's 
meltdown. In today's globalised world, 
runs the assumption, Asia's woes will hurt 
America. The question is, how much? 

Most Wall Streeters expect Asia's tur- 
moil to knock around half a percentage 
point from America's growth rate this year. 
The more pessimistic expect growth to fall 
by a full percentage point, with America's 
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trade deficit worsening sharply. As Asia's 
currencies collapse and its economies slow 
or contract, so demand for American ex- 
ports will fall, while (cheaper) imports from 
Asia will soar. The combination will retard 
America's growth. The size of the trade ef- 
fect depends on how much Asia's curren- 
cies fall and how much its economies slow. 

According to economists at J.P. Morgan, 
America's current-account deficit will 
worsen by $42 billion in 1998, driven 
mainly by trade (see chart on next page). 
Some people expect the effect to be even 
bigger. Fred Bergsten, head of the Institute 
for International Economics, a Washing- 
ton think-tank, says a new study by his in- 
stitute suggests that the current-account 
deficit will grow by $100 billion in 1998. Ev- 
idence that a shift of some kind is under 
way is already appearing. According to a 
monthly survey of purchasing managers, 
orders for exports are down and orders for 
imports are up. Given that economists have 
underestimated the severity of Asia's crisis 
so far, the recessions there (and hence the 
effect, through trade, on America) may well 
be bigger than many expect. 

But how much does this matter? In one 
sense it is a blessing in disguise. During 
1997 America's economy roared along, 
growing by almost 4%, far faster than is sus- 


tainable. A brake from Asia is thus no bad 
thing: it might replace an otherwise essen- 
tial tightening of monetary policy. 
Unfortunately, things are not quite that 
simple. True, a stronger dollar and slower 
growth in Asia will check inflationary pres- 
sures through cheaper imports. But, as mar- 
kets perceive a lower risk of inflation, real 
long-term interest rates are falling. Stephen 
Roach, chief economist of Morgan Stanley 
Dean Witter, thinks this in turn will boost 
the interest-sensitive areas of the economy, 
such as capital investment, consumer dura- 
bles and home building. He reckons these 
sectors account for 2596 of GDP, twice as 
much as exports. A boom in these areas 
may more than make up for the Asia effect 
on trade. And, with labour markets still ex- 
tremely tight, excessive wage pressure, par- 
ticularly in the non-traded service sector, 
remains a risk. Steering monetary policy 
through this quagmire will not be easy. 
The task is especially tricky because 
trade is not the only way in which Asia can 
affect America's economy. The greatest un- 
certainty is Wall Street itself. The Asian 
slump will hurt the earnings of some Amer- 
ican companies, and this will hit their 
share prices. A few well-publicised corpo- 
rate humiliations could dent confidence in 
the market as a whole. That confidence is 
already wobbling; the Dow is down 10% 
from the lofty heights it reached last sum- 
mer. A dramatic drop in the Dow, in turn, 
could squash consumption and invest- 
ment and drag the economy into recession. 
Many analysts are already cutting their 
forecasts for companies' 1997 earnings be- 
cause of the Asia effect. According to Chuck 
Hill of First Call, a financial research firm 
in Boston, forecasts for year-on-year earn- 
ings growth in the fourth quarter of 1997 
for the sar 500 firms have been slashed 
from 13.256 to 7.896. For 1998, the consensus 
forecast so far is that core earnings will 
grow by 13.7%—only slightly down from a 
forecast of 14.8% in October 1997. But Mr 
Hill reckons there is a growing risk that 
these forecasts will soon be savagely cut. 
Much depends on the profits compa- 
nies will report over the next few weeks. So 
far, the results have been surprisingly be- 
nign. On January 13th, for instance, two big 
companies, Intel and International Paper, 
announced much better results than the 
markets had been expecting. Joseph Quin- 
lan, an economist at Morgan Stanley Dean 
Witter, reckons most analysts overstate the 
impact Asia will have on American firms. 
He argues that looking at the effect on trade 
alone is mistaken, since in-country sales— 
sales by the affiliates of American compa- 


31 


ASA Me arate 
-—— Mota Carum 


w- CU JC. 


Bc 


wae | 


p AL 


i auf Sarees 





t 
> 
7 
- 
3 





























^ aud Japan MB ASEAN 
0 $bn 40 80 120 


Current-account balances 


South Korez 


ASEAN 


nies abroad—are a much more important 
source of earnings than exports. 

In 1995, the latest. year for which in- 
country sales figures exist, American ex- 
ports were worth $576 billion, but in-coun- 
. try sales hit $18 trillion. Moreover, 
` American firms’ in-country sales are 

mainly in rich countries, especially Europe. 
Although five of America's top markets are 
in Asia (see chart), only Japan looms large as 
a market for in-country sales. If Mr Quinlan 
is right, healthy growth in Europe could 
more than offset the impact of sickly Asia 
on American corporate profits. 
But with stockmarket valuations still 
stretched to, or beyond, reasonable limits, 
. any disappointing news on profits could 
. prompt a disproportionately large correc- 
tion. So, too, could a suspicion that Asia’s 
crisis was worsening. A devaluation of the 
Chinese currency, for instance, could make 
Asian (and western) stockmarkets totter. 
Any more evidence that the imr’s bail-out 
packages are. not. working could also 
prompt a collapse of market confidence. 
Some in Washington talk of scenarios in 
which the stockmarket falls by 20%. 
Ten years ago, the market crash caused 





i ened, shares bounced back, and consump- 
tion and investment were unscathed. This 


would probably happen again. But it might 
not. More Americans hold shares than they 
did ten years ago, so the effect of a crash on 
consumption might be bigger; and spread- 
ing global panic would make a quick recov- 
ery in confidence less likely. So one risk 
posed by Asia is that a small (and otherwise 
desirable) correction on Wall Street could 
become a crash. 

Such a loss of confidence may be as 
likely to come from Washington as from 
Wall Street. When it reconvenes in Febru- 
ary, Congress will need to decide whether 
to provide $18 billion of new resources for 
the mF. Many lawmakers, especially Re- 
publicans, have grave reservations. They 
worry, as Senator Alfonse D'Amato puts it, 
about using American money to bail out 
"undisciplined investors". One estimate is 
that only 150 congressmen from both par- 
ties out of 431 in the House favour new IMF 
funding. A failure to provide it would not 


have an immediate effect on the iMF’s sol- 


vency, but it would point to America's un- 
willingness to play the role of global eco- 
nomic leader—and that, in turn, could roil 
the markets. 

The other political risk is that a rising 
trade deficit will arouse protectionist senti- 
ment. So far, Richard Gephardt, House mi- 
nority leader, presidential hopeful and 
America's leading protectionist, has given 
the Clinton administration guarded sup- 
port; he is, indeed, the only congressional 
leader to promise to back more money for 
the imp. No man with presidential ambi- 
tions wants to be blamed for worsening a 
crisis. But, as the months go by and the 
trade deficit grows, it may become tempt- 
ing to be more protectionist. Asia's woes 
could be seen as a proof of the evils of 
globalisation. That, more than any direct 
trade impact, is the real risk this far-flung 
crisis poses for America's economy. 





Los Angeles | 
Riordan's hidden 
government 


LOS ANGELES 


RUSTRATED in his attempts to put his 
stamp on some great issue, thwarted in 
his bid to increase his power over trade ne- 
gotiations, confronted by a belligerent Re- 
publican majority on Capitol Hill, dis- 
trusted by his own party, Bill Clinton can 
take solace in one thought. Things could be 
worse: he could be mayor of Los Angeles 
. Los Angeles is famous for taking what is 
quintessentially American, from freeways 
to breast implants, and pushing them to ex- 











venerable political principle, the le div 

of powers. In this city power is so widely 
dispersed that nobody can be held respon- 
sible for anything, least of all the city's ex- 
cuse for a chief executive. As Fred Siegel, the 
author of a ine new book on American cit- 
ies, "The Future Once Happened Here" 
(Free Press, $24), points out, "The mayor's 
authority is so limited that he practically 
needs city council permission to attend 
street-naming ceremonies.” 

Mr Siegel reminds us of an incident 
during LA's second-darkest hour, when two 
senators, Abraham Ribicoff and Robert 
Kennedy, conducted hearings into the 
Watts riots of 1965. Incredulous at the then 
mayor's description of LA's political system, 
Ribicoff asked: “Basically you lack jurisdic- 
tion, authority, responsibility for what 
makes the city move?”. “That is exactly it,” 
replied Mayor Sam Yorty. 

The Progressives who designed the city’s 
quirky charter, back in 1925, thought the 
best way to prevent corruption was to hand 
as much power as possible to councillors, 
civil servants and local bigwigs: anybody 
but the mayor. The biggest winner from this 
formula is the city council. Los Angeles’s 15 
councillors are mini-potentates in their 
own districts, with the highest pay and the 
largest staffs of any councillors in the coun- 
try. The mayor cannot even draft a budget 
without the council's approval, an arrange- 
ment that would be difficult at the best of 
times but is a nightmare at the moment, 
with the council dominated by belligerent, 
posturing leftists. One council member, 
Mike Hernandez, was recently arrested for 
buying cocaine; another, Nate Holden, im- 
mediately branded attempts to dismiss his 
errant colleague as "racist". Mr Hernandez 
is still in his job. 

Responsibility for the day-to-day run- 
ning ofthe city, from cleaning the streets to 
running the police, is dispersed among 32 
departments. The departments are run bya 
cadre of professional managers who are 
protected by civil-service rules. These man- 
agers are supposed to labour under the 
watchful eye of a collection of commis- 
sions, staffed by LA's equivalent of the great 
and the good, but in practice they are so en- 
trenched that they are almost impossible to 
discipline, let alone remove. Rudy Giuliani, 
the mayor of New York, swiftly got rid of his 
highly successful police chief, William 
Bratton, when he thought Mr Bratton was 
stealing the limelight. In LA it took almost a 
constitutional revolution to get rid of the 
disastrous Daryl Gates after the 1992 riots. 

Other teeth bite into the mayor's pow- 
ers, too. The county, with a population and 
a budget three times bigger than the city's, 





controls social services, including welfare 
and hospitals. An elected school board con- 
trols the region's schools. And various inde- 
pendent cities, such as Santa Monica, Bev- 





erly Hills and West Holly- 
wood, have taken large 
chunks out of what looks, on 
the map, as if it ought to be the 
mayor's territory. 

Itishard to find anyonein 
Los Angeles who has a good 
word to say for this system, 
apart from the 15 council 
members. It discourages in- 
volvement in politics, because 
nobody can find out who is re- 
sponsible for anything. (In the 
latest mayoral election, which 
produced a second term for 
Mr Riordan, the turnout was a 
paltry 20%.) It institutional- 





ises what Mr Riordan calls “le- The council let me take the train! 


gal corruption”, because peo- 

ple often have to hire lobbyists if they want 
to get complacent bureaucrats to do 
anything. 

It also encourages back-room politics. 
This problem has been particularly pro- 
nounced under Mr Riordan’s administra- 
tion. Mr Riordan has many merits, includ- 
ing charm, intelligence and something 


almost unheard of in Los Angeles, a lively 
sense of humour. (“You must give me the 
name of your barber,” he said to this re- 
porter. “I want to make sure I avoid him.”) 
But eloquence is not among his qualities. 
Mr Riordan has the opposite of the Irish gift 
of the gab: he is frequently too tongue-tied 
to say anything, and when he does manage 
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to speak he often uses the 
wrong words. 

Denied the one resource 
theoretically left to him, the 
bully pulpit, Mr Riordan has 
to do his real business largely 
behind the scenes. And here 
his most impressive side 
comes into play. He has put 
together a shadow govern- 
ment that boasts a good pro- 
portion of LA's richest and 
most talented citizens, includ- 
ing Eli Broad, head of Sun 
America, an insurance com- 
pany; Bruce Karatz, head of 
Kaufman and Broad, house- 
builders; Robert Lowe, head 
of Lowe Enterprises, a prop- 
erty company; and William Wardlaw, a 
lawyer and deal-maker. 

This shadow government has naturally 
drawn the ire of the left. Tom Hayden, who 
challenged Mr Riordan in the latest may- 
oral election, argues that the city is in effect 
governed by a clique of rich white men. Mr 
Broad is a billionaire; Mr Riordan himself 





Furious Paula 


WASHINGTON, DC 


F, ONE day, the charmed life of Bill 

Clinton turns into a Greek tragedy, 
how will Nemesis strike? The Whitewater 
affair is one possibility. So, conceivably, is 
the issue of financing for the president's 
election triumph in 1996. And so, though 
it offends many in the chattering classes 
to concede the point, is the sexual-harass- 
ment case of Paula Jones. 

Asan avenging Fury she is an unlikely 
candidate. Mr Clinton's sympathisers 
once dismissed her as trailer-park trash; 
now, as they see her driving a Mercedes 
and gracing the television cameras with 
chic clothes and a new hair-style, they 
complain she is the pawn of a right-wing 
conspiracy to disgrace the president. 
Maybe, but the fact is that she may yet 
compel Mr Clinton to be the first incum- 
bent president to appear in court, ac- 
cused of asking her for oral sex at the Ex- 
celsior Hotel, Little Rock, on May 8th 
1991, when he was the governor of Arkan- 
sas and she was a 24-year-old state em- 
ployee working at the registration desk of 
the Third Annual Governors Quality 
Management Conference. This weekend, 
the president was due to make his deposi- 
tion in the case, with Mrs Jones appar- 
ently determined to be present; and he 
and his advisers say they are resigned to 
the inevitability ofa trial, scheduled to be- 
gin in Little Rock on May 27th. 

Are they really? True, Mr Clinton so 


far seems unscathed: his approval ratings 
hover around 60%; two-thirds of Ameri- 
cans apparently regard the case as irrele- 
vant to any judgment of his presidency; 
and prurient interest in the president's 
genitals has faded since talk of their 
"distinguishing characteristics" graced 
the front pages. Moreover, the Clinton 
team makes some pertinent points: Mrs 
Jones waited until 1994, after the publica- 
tion of an article in the American Specta- 
tor referring to a certain “Paula”, before 
filing suit; her first advisers were activist 
opponents of Mr Clinton; her present 
lawyers and expenses are provided by the 
Rutherford Institute, a civil-liberties orga- 
nisation with close links to extreme con- 
servatives; and her sexual background is 
not necessarily spotless. 

In other words, if it is Mrs Jones's 
word against the president's, the jury will 
be hard-pressed to deliver a guilty verdict 
by finding a preponderance of the evi- 
dence in her favour (it does not have to be 
"beyond reasonable doubt"). 

Yet some ofthe smart money in Wash- 
ington believes the president, guilty or 
not, will still seek to avoid the embarrass- 
ment of a court appearance. After all, last 
September he was apparently willing to 
settle out of court with a payment of 
$700,000—but with no apology or admis- 
sion of guilt. Mrs Jones's lawyers advised 
acceptance, and withdrew from the case 


os 


pe- - 





when she refused. Now Mrs Jones report- 
edly wants $2m. Perhaps somewhere be- 
tween the two sums there is room for 
compromise. 

Meanwhile, the Treasury Department 
is investigating whether the taxman's au- 
dit of Mrs Jones and her husband resulted 
from political pressure; the Rutherford 
Institute is claiming that the president's 
lawyers, in seeking documents on its tax- 
exempt status, are launching anintimida- | 
tory “witch hunt”; and Mr Clinton is con- 
ducting business as usual. As he told US | 
News & World Report: “I just try to putit 
over in a little box and go and do my | 
work.” Quite so; but were the Furies ever | 
so easily thwarted? | 
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CHICAGO 


TODAY'S college stu- 
dents are in no rush to 
save the world—unless 
there’s something in it 
for them. According to a 
recent survey, 75% of 
freshmen consider financial success to 
be an essential or very important goal of 
education, compared with 41% who are 
seeking a meaningful philosophy of life. 
These answers are an almost complete 
reversal of those given by students in the 
late 1960s, when hair was tong and ideal- 
ism rampant. 

| The American Counci! on Education 
| has sponsored an annua! survey of col- 
lege freshmen since 1966. This year's sur- 
vey (administered by the Higher Educa- 
tion Research Institute at the University 
| of California at Los Angeles) included 
nearly 350,000 students at 665 American 
| colleges and universities. It shows that 
new students are markedly less inter- 
ested in social issues than their predeces- 
sors. The percentage of students who in- 
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is worth an estimated $200m. 

But this shadow government has merits 
to set against the sins of money and male- 
ness. It gets things done, if a little circu- 
itously. Mr Karatz helped to«aise $1m or so 
to equip the police department with new 
computers. Mr Broad revived a flagging 
campaign to build a new concert hall in 
downtown LA, the Disney Hall, with a sub- 
. stantial donation of his own. Mr Riordan, 
the nominally Republican head of an over- 
whelmingly Democratic city, is so hated by 
his own party that he is denounced as a 
Rino (Republican in name only). Many of 
his friends would not bring their money or 
talents to the aid of the city if it meant run- 
ning for office. 

But there is one important truth in the 
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power | 


tended to become involved in cleaning 
up the environment fell from 34% in 
1992 to 1996 in 1997. Those who say they 
would like to help promote racial under- 
standing shrank from a high of 42% in 
1992 to 32% in 1997. 

America's campuses are moving to | 
sterner views. The percentage of fresh- | 
men who believe that abortion should | 
be legal declined for the fifth straight | 
year, from a high of 65% in 1990 to 54?6 in | 
1997. Those favouring prohibition ofho- 
mosexual relationships (34%) increased | 
for the second straight year after falling 
throughout the 1990s. | 

In general, students are more politi- | 
cally detached than they have ever been 
in the history of the survey. Only one in | 
four college freshmen said that keeping — 
up-to-date with political affairs was an 
important “life goal”; in 1966, more than | 
half thought it was. Perhaps they don’t | 
have time. A record 35% admitted that | 
they had overslept and missed class, | 
compared with only 19% in 1968. | 





left's criticisms: the system is hopelessly un- 
accountable. The mayor is the first person 
to recognise this. Convinced that the only 
way to solve the problem is to hand more 
power to the mayor, so that he can get 
things done without resorting to subter- 
fuge—and also to take the rap if things go 
wrong—Mr Riordan has appointed a com- 
mission to rethink the city's charter. Unfor- 
tunately, the city council has appointed a 
rival commission to deal with the same is- 
sue, just in case the mayors commission 
should come up with something sensible. 
While the rival commissions slog it out 
over the coming months, power in Los An- 
geles will remain as shadowy and unac- 
countable as ever. 
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Democrats in th 
dumps 


AUSTIN 





HOULD you take a late lunch in one of 

Austin's political haunts, you will see a 
melancholy sight. Retired Democratic poli- 
ticians, some of them giants of the Lyndon 
Johnson era, will be sitting in the corner, 
picking at their tofu salads. Whatever hap- 
pened, you may ask, to the brazen Texas of 
old, where real Democratic men (and some 
women) ate 4lb t-bone steaks, drove pink 
Cadillacs with cow horns nailed to the 
bumpers and accumulated fortunes sim- 
ply by staring at their gently nodding oil 
wells? In short, what has happened to the 
Democratic Party in Texas? 

Democrats used to own the Lone Star 
state. It was only last year that Republicans 
became a statewide party, running candi- 
dates in all 254 counties. Once, Texans 
joked that they would vote for an armadillo 
ifitran on the Democratic ticket. No more. 
The days when Republican candidates 
were so despised that they found rattle- 
snakes nailed to the doors of their cam- 
paign offices are long gone. Nowadays, 
Democrats battle simply to keep parity in 
statewide offices. 

In 1982 there were only 300 elected Re- 
publicans in Texas; now there are almost 
1,400. Both senators from Texas are Repub- 
licans and one, Kay Bailey Hutchison, was 
elected with a record 66% of the vote to the 
seat vacated by a well-liked Democrat, 
Lloyd Bentsen. In 1994 George Bush, the ex- 
president’s son, unseated Ann Richards to 
become Republican governor. Republicans 
now control the Railroad Commission 
(which is in charge of oil, gas and railway 
crossings), the state Supreme Court, and the 
state board of education. For the first time 
in Texas history they have a majority in the 
state Senate; next year they hope to win a 
majority in its House of Representatives. 
And the state’s courts are dominated by Re- 
publicans, who, the Democrats say, have 
been helped in races for judgeships by a 
wave of money from corporations and in- 
surance companies. 

While Republicans are consolidating 
their power, Democrats are floundering. 
Bob Bullock, the Democratic lieutenant- 
governor, retires next year. John Sharp, the 
state comptroller and the Democratic can- 
didate for that powerful post (the lieuten- 
ant-governor, under the constitution, has 
most power to make or break bills), faces a 
formidable Republican opponent in Rick 
Perry. Mr Perry won plaudits as commis- 
sioner of agriculture, and should be able to 
outspend Mr Sharp. And Democrats are 
shaken by the news that the Democratic at- 
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torney-general, Dan Morales, will not seek 
re-election in 1998 for family reasons. Mr 
Morales was one of the most popular politi- 
cians in Texas, and most polls gave him a 
25-point lead over any opponent. Republi- 
cans can scarcely believe their luck. 

To be sure, reports of the Democrats’ 
death may be exaggerated. Democratic 
mayors still run all the big cities, and on De- 
cember 6th President Clinton’s former 
drug tsar, Lee Brown, became the first black 
mayor of Houston, the country’s fourth- 
largest city. His victory showed that Demo- 
crats can still win when they can mobilise 
the black vote, and that they remain strong 
at the grass roots. They still have a majority 
in Texas’s congressional delegation in 
Washington, and have a fair chance of 
holding on to their 83-to-67 majority in the 
Texas House of Representatives. 

Besides, not all is easy for Republicans. 
They have failed to win a significant share 
of the Latino vote. They also have plenty of 
religious zealots within their ranks. The 
state Republicans’ platform for 1996 con- 
tained, among other “vital points”, a call 
for the United States immediately to leave 
the United Nations, a plea for the return of 
creationist teachings to Texas classrooms, 
and a recommendation that sodomy 
should remain a criminal offence, Bill 
White, the chairman of the Texas Demo- 


Jay pride 


NEW YORK 


€€ "7 ERO tolerance” has been the 

pride and joy of Rudy Giuliani, 
the mayor of New York. Grafitti-artists, 
sqeegee-operators and litter-droppers are 
prosecuted to the full extent of the law; as 
a result, crows Mr Giuliani, New York has 
become the safest big city in the country. 
Having achieved, even in Manhattan, lev- 
els of civic orderliness that would not 
shame Singapore, his next target was ob- 
vious: stop New Yorkers cross- 
| ing the road when and where 

they like. 

It started with a pilot 
scheme to reduce gridlock in 
the centre of town. Barricades 
manned by police were placed 
on roads, such as Fifth Avenue, 
along which traffic proceeds 
only in a downtown direction, 
to force pedestrians to cross on 
the uptown side of junctions, 
thus allowing vehicles to turn 
on to the avenue without hav- 
ing to force their way through 
the crowds. Despite confessing 
that he too has sinned by cross- 

ing the road where he ought 
not to, MrGiuliani has now ex- 
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Don’t tell New Yorkers where to go 





The good old LBJ days 


cratic Party, believes that moderates will re- 
turn to the Democratic fold “once they un- 
derstand the mainstream Republican Party 
has been hijacked by religious extremists.” 
The Republicans also have some sleaze 
trouble. One Republican state senator, 
Drew Nixon, is currently representing his 
constituents from behind bars after being 
arrested for soliciting sex and for gun of- 
fences. Mr Nixon said he needed the gun 


panded his scheme into a city-wide cam- 
paign against jaywalking. 

This has proved too much. New York 
(apart from those crazed messengers on 
bicycles) is still a city for walkers: as one 
scandalised stroller complained, “The 
ability to go from home to job to shop- 
ping to everything on foot: this is what 
New York is all about.” And New Yorkers 
hate being told where to go; that is what 





UNITED STATES __ 


for protection from people who want an in- 
dependent Republic of Texas. 

Still, most Democrats admit they are in 
fora bumpy ride in 1998. The weak-hearted 
have already ceded the governor's race to 
Mr Bush, and even party stalwarts were de- 
pressed when Mr Bullock gave the governor 
not only his full backing but also a $1,000 
contribution. Mr Bullock remarked that the 
Democratic contender, Garry Mauro, the 
land commissioner, was “on a kamikaze 
mission". Some Democrats, agreeing with 
him, argue that the party should concen- 
trate on the lesser statewide races; but Presi- 
dent Clinton last week toured round south 
Texas with Mr Mauro, which may doa little 
to help him. 

If they succeed, the Democrats hope an 
increasingly centrist Texan electorate will 
punish an extremist Republican platform. 
The Democrats hope to command the fast- 
growing Latino vote for the foreseeable fu- 
ture. Their present woes may be more cycli- 
cal than structural. In a few years, the best of 
the young Democrats elected to the legisla- 
ture in 1996 will be competing for, and per- 
haps winning, statewide races. Mr Morales, 
at 41, may yet be the first Latino governor of 
Texas. If he is, the melancholy luncheons a 
decade hence will be of retired Republicans 
missing their own ascendancy. 

—— eee 


they themselves do to hapless out-of- 
towners. Leaflets urging "Pedestrians: 
share the road safely," have only inflamed 
the atmosphere, as has Mr Giuliani's 
branding of protesters as "anti-car hyster- 
ics" and his talk of cracking down on jay- 
walkers with hefty fines. 

In spite ofthe thump of his jackboots, 
the mayor means well. One goal is to re- 
duce the number of pedestrians killed in 
the city by vehicles—currently around 
200 a year. But Mr Giuliani also hopes 
that faster trafic flow—average speeds 
had fallen in midtown to around six 
miles an hour—will boost New 
York's economy. This may be 
optimistic. Certainly, the bar- 
rier policy may speed up traf- 
fic in midtown. But even if, as 
Mr Giuliani claims, traffic 
travels 20% faster, the time that 
motorists save as a result will 
be far less than the extra time 
pedestrians will need for their 
journeys, calculates Charles 
Komanoff, a transport consul- 
tant. Indeed, as there are many 
more pedestrians than vehi- 
cles crossing midtown, the to- 
tal time saved by motorists 
may be barely a tenth of that 
lost by the city's much picked- 
on pedestrians. 
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[N 1946 Albert Camus, soccer player and existentialist, pub- 
lished “The Outsider", the novel that set him on the road to a 
Nobel prize. The novel's hero, Meursault, shows no compassion 
at his mother's funeral; he commits murder for no reason; and 
then, in the book's most biting section, he is arrested and tried. 
Camus portrays the judicial process as an absurd series of pom- 
posities. His hero finds his defence lawyer ridiculous, and con- 
siders defending himself unaided; as he listens to the lawyer's 
convoluted arguments, he feels like an intruder at his own trial. 
Sentenced to decapitation “in the name of the French people", 
the outsider is overwhelmed by the arrogance of so-called justice. 
The sentence has been “decided by men who change their un- 
derwear". And yet it is final, un- 
movable; in its lack of equivoca- 
tion, it is grotesque. 
Half a century on, it is worth 
recalling this strange novel as an- 
other outsider is brought to trial. 
This one is real, not fictitious; he 
has lived, literally, the life of an 
outsider, hiding away in the 
empty vastness of Montana rather 
- than. merely being alienated in 
the psychological sense. If the 

yrosecutor is right that this man, 

'heodore Kaczynski, is indeed the 
U nabomber, then he has commit- 
ted more than just one murder: 
| over the course of 17 years, the 

| Unabomber mailed out explo- 

| sives that killed three people and 
injured 17 more. And the prosecu- 
tor wields compelling evidence: 
Mr: Kaczy scan s shack ck contained | 







































































fully armed bomb of ihe sort used. 
by the Unabomber; and-carbon 
copies of the Unabomb 





ers fambling manifesto, explaining the 
murders as part of a campaign against technology. 
On trial in California, Mr Kaczynski is displaying the same 
_ hostility to the judicial process that Camus's hero did. He has 
| quarrelled with his lawyers, who wish to defend him by using 
| arguments that Mr Kaczynski would never make himself. He has 
delayed proceedings by asking to represent himself; he seems 
determined to have his own say in the courtroom. “My fate was 
being decided without anvone so much as asking my opinion," 
Meursault tells the reader. Mr FEN seems determined to 
| avoid that bitterness. . 
The two outsidere tane ERES. in common. And yet the really 
interesting thing about them is a contrast between them: not a 
contrast in how they are, b but in how they are perceived. Camus 
.| presents Meursault as a hero, the judicial process as a villain. 
"|. Today, it is the other way around. The question currently asked 
about the Kaczynski trial is how a court can judge a madman. 
. Camus preferred to ask how a mad for at least a very bizarre) 
man might choose to judge a court. 
It is easier to indulge a fictitious murderer, rather than a pos- 
sibly gruesome real one with blood on his hands. But the 
Meursault-Kaczynski contrast is about more than this: it is a dif- 
ference between then and now. Contemporary fiction does not 
make heroes out of mad outsiders, even though the theme of 
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alienation is still around. Don DeLillo’s new novel, “Under- 
world”, dwells on the awfulness of technology (in this case, nu- 
clear technology), a subject dear to the Unabomber’s heart. But, 
unlike Camus, Mr DeLillo offers no hero who rebels against the 
“system”, only the modest hope that the paranoia spread by 
technology may be checked by love and art. 

Equally, there have been times when real outsiders mocked 
the legal system and managed to look heroic. In 1969 the Chi- 
cago Seven, on trial for violently demonstrating against the vio- 
lence of war, turned the courtroom into an agit-prop theatre, a 
commercial for the counter-culture of the time. Abbie Hoffman 
blew kisses at the jury; his co-defendants made speeches about 
peace and love. The New York 
Times depicted the judge as an ar- 
rogant despot, intent on punish- 
ing youthful ideals he was too big- 
oted to understand. 

Today, with the exception of . 


stinking system and take the con- 


put it in his manifesto. The "sys- 
tem" has become too flexible and 
tolerant to be worth rebelling 
against; it turns new ideas and 
trends into Tv shows, clothes la- 
bels, and other money-spinning 
schemes. True, America is plagued 
by political correctness. But you 
can work in a T-shirt, smoke grass, 
and write celebrated software pro- 
grammes. You can abandon the 
rat race, live in Vermont, and 
make ecological ice-cream; and, if 
you are Ben & Jerry, you can be 
capitalist success stories at the 
same time. 

This, of course, is fine: it is excellent that society is more 
broad-minded, excellent that rebellious instincts can be chan- 
nelled in creative ways. Yet it is worth wondering what has been 
lost with the demise of outsider-heroes. If most Americans feel 
there is no point in rebelling against conventional measures of 
achievement, the pressure to succeed grows heavier. If you can 
no longer scorn the system, you are more likely to scorn yourself. 
Small wonder that Americans are both perfectionist and para- 
noid. They have no escape from the responsibility to live life to 
its fullest, which is a both a privilege and a burden. 

And this sheds an intriguing sidelight on the Unabomber 
trial. Mr Kaczynski’s lawyers wish, quite reasonably, to plead in- 
sanity on behalf of their client; after all, he has attempted suicide 
in prison, and his behaviour fits the patterns of schizophrenia. 
This has provoked the usual objections to insanity pleas: that 
lawyers and therapists have stretched the definition of madness 
until it excuses all manner of wrong. But there is a reason for this 
stretching. Now that most of them no longer rail against “the 
system”, Americans lack a good explanation for destructive im- 
pulses: and so they attach clinical terms to them, from attention- 
deficit disorder to road rage. Mental illness has become so- 


broadly defined and so common that it has become meaning- - 


less—just as, some years earlier, counter-cultural rebellion be- 
came so common that it ceased to constitute rebellion at all. 












the militia fringes, nobody wants < 
any longer "to dump the whole | 


sequences", as the Unabomber - 
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New York City . 
Professors Edward Altman, CENE Saunders & Market Presenters 


q Sponsored by the NYU Stern School of Business 
salomon Center & Executive Development Programs 





This two and one-half day seminar/conference ls a cornprehensive 
treatment of corporate credit risk management with in-depth 
presentations of the leading vendor models for managing risk 
within a portfolio of credit assets. Presentations by senior finance 
faculty from. tha NYU Stern School of Business will be 
complemented by knowledgeable practitioners from the leading 
developers of credit risk management products. We will also 
explore the relatively new morket for credi risk derivatives and 
attermative credit insurance mechanisms. Reference to domestic 
and emerging market bond and loan sectors will be incorporated 
throughout. The conference will be preceded by a one-day 
fundamentalis primer on corporate credit risk measurement and 
rnanagement and credit derivatives. 


This seminar enables participants to gain a thorough understanding 
of the latest technicues for credit isk management. including: 


* “CreditMetrics” 
© “Credit Risk+" . ! 
A Mladlt Mew Follow former MSc graduates t to 1 he 
* “Loan Analysis System" (LAS) of business, in fields such as commercial. and 
and provides an environment for $edous debate on the investment banking, commodity trading. 
advantages and disadvantages of each. : : : es 4 
shipping finance and operations, 


international trade & Transport, and SOC TONS 


Benefit from the department’ $: links with leading. 
business practitioners i in the mb of London 
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February 5-6, 1998 Join a global network K of more than 


Professors Jacob Boudoukh and Anthony Saunders 
This seminar introduces topics on the. frontiers of applied risk 
management. We establish a framework and an empirical basis for 
market risk measurement and deliver an objecti ve evaluat on of 
state-of-the-art techniques for pisc and managi ng market 
risk. 


We will also examine 

* The limitations of RiskMetrics™ structured Monte Can o and the 
simulation approaches for Vor determination 

* Various approaches to derivatives’ VaR and their 
implementation l 

*  Proceciures for stress testing and historical simulation 

+ Methocis for opfirnally managing VaR using options 


FIND OUT MORE 


graduate Fair London 28-29 Jan ` 
GMAC Fair Frankfurt 51 Jan '€ 
GMAC Fair Paris 4 Feb’ 
UNG Fair Oslo 4-7 Feb 9t 


DESIGNED FOR: 

Treasurers and senior managers involved in ik assessment resource 
aliocotion and performance evaluation: risk analysts of financial 
institutions; internal auditors; traders; IT software developers; 
regulators & government officials involved in the regulation and 
monitoring of financial institutions and insurance companies; and 
any current or prospective user of Ave and telated quantitative risk 
measurement techniques. 
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PW YORK UNIVE K E FOR INFORMATION | CONTACT. 


- Stern Executive Development Programs 
T4 % Tel: 1-888-nyu-exec (1-888-698-3932) 
or 212-998-0270 |^... 


Fax: 212-995-4502 - 
. email: exec- -devésfern. nyu. edu: 
htlpJ//www.slern. nyu. p dca 






Frobisher Crescent, Barbican Centre, London EC ( SHB 
TEACHING AND RESEARCH EXCELLENCE IN LONDON 
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You may mistake some of 
the fastest growing companies 
in the world for empty suits 


Unless you 
have grasped 
the complexity 
of Luxury Brand 
Management 
with 
ESSEC’s MBA 


Nowhere better than in the world’s only MBA in Luxury Brand 
Management, will you acquire the complex international 
background and managerial training provided by ESSEC to help 
you lead tomorrow's luxury goods industry. 


Key facts about ESSEC's unique MBA: 

* Program endorsed by over 40 major international luxury 
brands and companies including Elizabeth Arden, Estée 
Lauder, L'Oréal, Louis Vuitton - Moët Hennessy and Seagram 

* One year full-time executive degree 

* Courses are Paris-based and taught in English 

* 15 nationalities comprise this year's student body 


GROUPE ESSEC is the first European school of management 
accredited by AACSB - The International Association for 
Management Education. 


For further information, please contact Isabelle Miramon: 
Tel.: 33 1 34 43 32 26 - Fax: 33 1 34 43 32 20 
E-mail: mba@edu.essec. fr 


Visit our web site: www.essec.fr or meet with us at any of the 
following MBA forums: 


Madrid Eurobuilding Hotel Jan. 26/98 
London Business Design Centre, Islington Jan. 28-29/98 
Frankfurt Sheraton Hote! Jan. 31/98 
Paris Concorde La Fayette Hotel Feb. 4/98 
aoc’ 
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LUXURY BRAND 
MANAGEMENT 


Tomorrow, you will show the way 














Extend Your Global Reach " | 


E One Year, Advanced d Entry ^ MBA 
For full-time students with previous business study 
(starts January, June and September) 

B Two Year, Full-time MBA 
For full-time students with international experience 
(starts January and September) 

E Weekend Executive MBA (EMBA) 
For highly motivated executives 


Fisher Graduate School of International Management 
Monterey Institute of International Studies 

Box EC* 425 Van Buren Street, Monterey, CA 93940 
Tel. 408-647-6586 * Fax. 408-647-6506 

E-Mail: ntrevino@miis.edu * http://www.miis.edu 











MIBS PROGRAM 


Your Passport To 
The World! 


Its a jungle out there. Let the 
University of Miami prepare you to 
meet the challenges of the global 
marketplace. In 23 months you'll earn 
a Master of Business Administration 
degree and a Certificate in 
International Business 
* MBA is accredited by AACSB — 
The International Association of 
Management Education 
University-arranged corporate 
internships with U.S., European, 
or Latin American companies. 
On-going language training in French, 
German, Spanish, or Portuguese 
Study in Miami, Florida — a majo! 
For more information, write international business hub 


Graduate Business Admissions Fellowships available for U.S. and 
University of Miami international students 
PO. Box 248505 
if oral Gables FI DIRES 652 
Call: 305-284-2510 oi lor graduate business students 


Career placement services exclusively 


1-800-531-7137 (USA only Program starts in August 
Fax: 305-284-1878 Applications being accepted now! 
Website: www.bus.miamigrad 


e-mail: gba@’sba. bus. miami.edu 









































l jodernised one thatit needs 


I OR all the Asian crisis and its fall-out, 
A. Latin America has just achieved its best 
economic performance for more than two 
decades. Its growth in 1997 averaged 5.5%, 

its inflation only 11%. To the reformers who 
now dominate its governments, that is evi- 
dence that their often painful pro-market 
medicine is at last working. True, the pace 
will slow, as the world's does. The 1Mr fore- 
sees Latin American growth of 3.4% this 
year. Brazil will be lucky to grow at all, and 
even Chile, the region's star, will be slowed 
by the interest-rate rise that it felt it had to 
apply on January 8th. But, thanks again to 
those reforms, most countries' economies 
are better placed to withstand external 
shocks than they were. 

^. Yet not all is well. Democracy has been 
reborn, but scarred by privilege, corruption 
and injustice. Income distribution is 
wildly unequal: one-third of all Latin 
Americans live in poverty, maybe half of 
those in extreme poverty. The market re- 
forms are not to blame; indeed in most 
places poverty rates are declining. But dis- 
appointingly slowly: not for the first time 
in Latin America, though wealth is grow- 
ing, not much of it is trickling down. 

5. That should be the lefts opportunity. 
Yet almost a decade after the collapse of the 
‘Soviet empire and the near-simultaneous 








itin America has a democratic left-but not yet, in most countries, the 


exhaustion of Latin America's old corporat- 
ism, the once powerful left is still struggling 
to develop a modern alternative to what it 
calls the “neo-liberalism” of the reformers. 
In a few countries, such as Chile, governing 
social democrats have embraced market re- 


forms while attempting to improve social | 


provision. So has Brazil’s President Fer- 
nando Henrique Cardoso, a former Marx- 
ist and still a social democrat, but opposed 
by the left. Most of the left, however, 
brought up on a cocktail of Marxism and 


populist nationalism, is still fighting such 
changes as privatisation—especially to for- 


eign buyers—or freer trade. 
This breed of leftism seems to have little 


credibility among voters, except in local. 


government. They seem not to trust the left 
to run the national economy. In elections 
last July, Mexico's left-wing PRD, in the 
shape of Cuauhtemoc Cardenas, won the 
mayoralty of Mexico city, among other 
municipal successes. Yet, for all the attacks 
on neo-liberalism, of the two big opposi- 
tion parties, the free-market PAN also did 
well locally and took slightly more of the 
congressional vote than the PRD. 

In Bolivia last year, disillusion with 
free-marketry brought to the presidency 
General Hugo Banzer, a conservative for- 
mer dictator. In Argentina, a leftish alliance 
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beat President Carlos Meni 

(Peronist) party in congress 
in October, but only aft 
of his pro-market e 


win Chile's presidency 
need support from th 
Democrats, the bigg 
coalition. Brazil's slowdow 
Mr Cardoso’s bid fo 
October, but it woul: 
Luiz Inacio Lula d 
ist Workers Party, 
In some coun 
to the left's difficul 
long since renounce 
tanced itself fro 
Fidel Castro. Bu 
bia’s Marxist gue: 
among peasants and y 
and their existence crimps the ct 
any democratic challenge. from the 
the entrenched Liberal-Conservative 
poly. Though far less violent, Peru is so 
what similar. Nicaragua’s Sandinists ha’ 
accepted the ballot-box, and have done 
quite well at it, but not well enough to re- 
capture the presidency in 1996; voters r 
membered their past misrule. El Salvado 
ex-guerrilla FMEN can fairly hope to wi 
the top office there i in 1999. | 






































































| tegionwide discus- | 
Jorge Castaneda,a . 
entist,.and Roberto. 
: -a Brazilian who . . 
teaches at. Harv: n a new pamphlet, 
*Latin American Alternative", they argue 
that the left has to win over the centre, now — 
allied in most countries with the right. And 
they question many left-wing traditions, _ 
accepting the market as the main vehicle < 
for assigning resources and, pragmatically, — . 
supporting privatisation and free trade. ^ 
The authors offer the left some new | 
ideas. One is “democratisation of the mat- 
ket economy", by encouraging the birth of 
decentralised credit institutions that ca 
reduce the gap between successful large 
companies and the host of backward smal 
businesses. They favour using the pensior 
system to generate savings of up to 3096 of 
GDP, and so reduce Si o on short- 
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term foreign capital. They argue that no 
country can achieve social balance with 
public spending below 30% of GDP. But to 
pay for this they favour consumption taxes 
rather than taxes on income; any resulting 
unfairness, they say, would be offset by in- 
creased social spending. And they suggest 
greater use of referendums, to by-pass poli- 
ticians’ resistance to change. 

The pamphlet is short on practical de- 
tails. Exactly how are education, or social 
services, to be improved? How can citizen 
participation in democracy be increased? 
And higher taxation sounds as nasty to 
many left-wing parties—Mexico’s PRD, for 
instance—as to their opponents, though 
Ciro Gomes, a former ally of Mr Cardoso 
who plans to run against him in October 
on a leftish platform, has adopted many of 
the document's ideas on tax. 

Yet overall, Mr Unger insists, here is a 
call for radical change in the institutions of 
the market economy and the state, not just 
free-marketry plus a bit more redistribu- 
tion. And the group's discussions attracted 
more than two dozen prominent Latin 
American politicians of the left and centre, 
Mr Cardenas, Mr Lagos and Mr da Silva 
among them. "It's an indication of the hun- 
ger for an alternative," savs Mr Unger. 

Whether this alternative will be widely 
taken up by the left, or win votes (or actually 
work, if it ever gets that far) remains to be 
seen. But at least Messrs Castaneda and 
Unger are clear about the left's need to dis- 
card the failed shibboleths of its past. Many 
of Latin America's leftist politicians are yet 
to make even that advance. 





Peru 


Generals and 
politicians 


HEN Vladimiro Montesinos, Peru's 
shadowy intelligence chief, made a 
rare and surprise public appearance at a 
gathering of generals, politicians and busi- 
nessmen last November, he was greeted 
with eerie silence. The event was the launch 
of a book by General Nicolas Hermoza, the 
army chief, on the spectacular rescue of hos- 
tages from the Japanese ambassador's resi- 
dence last April. A month later, that rescue 
was to be the casus belli of a Showdown be- 
tween President Alberto Fujimori and Gen- 
eral Hermoza that appears to have left the 
general a loser and Mr Montesinos riding 
high. And Mr Fujimori, who is eager for a 
controversial third term? Perhaps some- 
where in the middle. 
It seems that Mr Fujimori had decided 
to replace General Hermoza, though the 
general had backed him faithfully ever 


40 





Fujimori leads Hermoza, just 


since the president's "self-coup"—his tem- 
porary suspension of constitutional rule in 
1992. In a newspaper interview on Decem- 
ber 17th, Mr Fujimori took personal credit 
for the hostage operation, playing down 
General Hermoza's role. Two days later, the 
armed forces responded. The top brass, in- 
cluding the ministers of the interior and of 
defence, paid tribute to the general at a cer- 
emony to celebrate his 63rd birthday. One 
of the brasshats gave a speech, saying criti- 
cism of him was an affront to the armed 
forces as a whole. 

The army then distributed a video of 
the ceremony to all Peru's leading televi- 
sion stations. The next day, their hero's ac- 
tual birthday, the generals carried on cele- 
brating, this time at his home. Rumours 
spread that they were defying a pre- 
sidential order to stay at their commands, 
in case the army were needed to handle 
damage from storms due to El Nino. 

After a flurry of meetings, however, Mr 
Fujimori ordered the regional command- 
ers back to their posts. And back, at once, 
they went. The affair seemed to be over, and 
the government took pains to assure the cit- 
izenry that all was normal. President Fuji- 
mori said General Hermoza would retain 
his post—as he should, the army added, 
given the continuing frontier tension with 
Ecuador. But how long he retains it is an- 
other matter. And the real winner was Mr 
Montesinos. In the traditional new-year 
shuffle of military posts, several of his close 
allies won regional commands. 

The president himself has emerged 
weakened. The incident came at the end of 
a year in which the army had already flexed 
its muscles. It had virtually accused the 
owner of an opposition television station, 
Frecuencia Latina, which had exposed 
some dirty doings by military intelligence 
men, of treason. And it won its way. The 
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courts let stand a decision stripping the sta- 
tion's owner, a naturalised Peruvian, of his 
citizenship, on the ground that he had not 
properly given up his previous citizenship. 
And, as a non-Peruvian, he could not be the 
boss of a television company. 

Mr Fujimori went to lengths in his in- 
dependence-day address in July to assert 
that civilians run the show in Peru. But last 
month's incident underscored just how 
vulnerable a civilian president can be. 

In Congress, too, Mr Fujimori, who has 
no party of his own, faces trouble, though 
his allies are in a majority. Just before his 
row with the generals, the opposition there 
began its own form of protest, hanging 
placards in the chamber reading "No to 
fraud". The alleged fraud is a bill to allow 
government-appointed provisional judges 
to vote for the high court's representative 
on the electoral board. In short, says the op- 
position, a bill to help Mr Fujimori win re- 
election. The constitutional tribunal was 
dismembered last year, after some of its 
members ruled against a law interpreting 
the constitution to allow him a third term. 
It will now be up to the electoral board to 
decide if he can run or not. 

When the opposition refused to remove 
the signs, the chairman of Congress sus- 
pended plenary sessions. Though Mr Fuji- 
mori on January 6th called the opposition 
"infantile", the sessions are yet to resume. 





Venezuela 
Oil blow 


CARACAS 


IGH oil prices helped Venezuela 
emerge from a long recession two 
years ago, and also paid the bill for the gov- 
ernment to enact a pro-business pro- 
gramme of economic reform. Now the pre- 
cipitous drop in prices may brake 
economic expansion and stifle the govern- 
ment's—never wildly keen—reform efforts. 

The government uses a basket of crude 
and product prices to estimate the coun- 
try's oil income, and its own: about 4096 of 
its revenues come from oil. In 1996 the bas- 
ket averaged $18.40 a barrel. The budget 
arithmetic for 1998 assumed $15.50. This 
week the figure fell to $12.80. 

Venezuela's abundant oil—by now, 
about 3.4m barrels a day of it—is both bless- 
ing and curse: it finances governments, but 
also enables them, even when facing bleak 
economic realities, to avoid taking unpop- 
ular decisions. That happened in April 
1996, when Rafael Caldera's government 
jettisoned the old regime of price and cur- 
rency controls and adopted reforms ap- 
proved by the 1Mr. The flow of oil money, 
however, meant that the government could 
afford to keep some subsidies in place, and 
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NOW FOR THE FIRST TIME, A NEW WAY TO 
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A one-of-a-kind concept, unlike any 
before. You always wished for the day you could 
choose your favorite music and create your own per- 
sonal CD. Now you can! With new breakthrough tech- 
nology, www.musicmaker.com lets you do just that. 


Choose from thousands of your favorite songs = 
from a wide variety of musical interests. YOU choose — 

the song, YOU arrange them in the order you want, 
YOU personalize the disc with your own title and 


name. ively for you, using 
the highest CD recording technology. 


The ultimate Music Service of the future is here. We are 

cu building a huge data warehouse for all musical tastes: 
Classical, Jazz, Rock, Country, New Age, World and hard to find 
music. And when complete, we expect to have in excess of a million 
songs for you to choose from. 


And our special New Artist Section lets you sample new and upcom- 
ing artists, a very affordable way to sample their songs and help 
build your collection. 


Add new excitement to your music collection! Visit our 
website at www.musicmaker.com now to create your own 
personal CD. Listen to samples from thousands and thousands of 
songs from artists like: Creedence Clearwater Revival, 

Miles Davis, Ike & Tina Turner, Little Richard, 
Tony Bennett, Ella Fitzgerald and many, 
many more. 


Or you can create your first CD 
right from this and later 
shop the MusicMaker bi-monthly 
catalog, featuring hundreds of songs 
and artists! 





USANDS AND THOUSANDS 
Argl Tf 

UR FAVORITE SONGS STS * 
WEBSITE... OR THE MUSICMAKER 


. Take one selection FREE 


_ for every 5 you choose. 






MAKE YOUR OWN GREATEST HITS CD * Duke Ellington: Sophist Lady ...034 
Creedence Clearwater Revival : * Ron Carter: Stella By Starlight 035 . . ..035 
eProud Mary .... sss. O01. © Art Blakey: Caf ES A.......098 
0 YO DRESCROR AE c A^ WW 002 » Louis Armstrong: Mack the Knie . .. . 037 
* Bad Moon Rising .................003 *Sonny Rollins: Way Out West ., ... . .038 
"Green River .....................004 *Flora Purim; Lightasa Feather 2. . . .039 
«Down on the Corner ..............., 005 * Joe Pass: All The Things You Are... . .040 
*Who'l Stop the Rain ......... .....006 ° Lester Young: LesterLeapsin ...... .041 
Born on the Bayou ................ 007 «Cannonball Adderley: Autumn Leaves .042 
. Fortunate Son it araia A aoe 008 -Clifford Brown: The Song is You. .... .043 
e Travelin’ Man ........... oss. 009 © Miles Davis: Round Midnight. ........044 
e Lookin’ Out My Back Door ..........010 © Charlie ByrdrDesafinado .....-. @.. 045 
* Have You Ever Seen the Rain ........011 «Dave Brubeck: 'S Wonderful ...... -046 
e Sweet Hitch-Hiker .............2.. 012 «Art Tatum: Embraceable You ........ 047 

* Heard It Through the Grapevine ..... 013 Rock, Blues & More 
Se» e. Midnight Special .................014 © Little Richard: Long Tall Sally ....... .048 
S * Good Golly Miss Molly ............. 015 * Jerry Garcia: Positively 4th Street ... .049 
— Jazz Legends * Eddie Floyd: Knock On Wood ...... .050 
* Miles Davis: My Funny Valentine .....016 * Albert King: Sky Is Crying PM ÁC 
e Chet Baker. How High the Moon .....017 *Otis Redding: Dock of the Bay .......052 
e Sarah Vaughan: Lush Life ..........018 *Ray Charles: Georgia on my Mind ....053 
= © Stan Getz: | ve Got You Under My Skin ..019 * Joe Turner: Corinne, Corinna ........ 54 
1 *Wes inis ade Round Midnight ...020 e Otis Spann: Dust My Broom ........055 
IM * Gene Ammons: Till There Was You ...021 * Victoria Spivey: Let's Ride Tonight .. . .056 
2 Dizzy Gillespie: Pensativo ...........022 ¢MoseAllison:7thSon .............057 
X Ella Fitzgerald: Fine And Mellow ......023 »* Steve Cropper: In The Midnight Hour . .058 
m e Andre Previn: Let's Fall In Love ...... 024 «Booker T & the MG's: Something ....059 
e Charles Mingus: A Foggy Da. cuv 025 *Sam Cooke: Happy In Love .........060 
» Vince Guaraldi: Charlie Brown Theme ...026 Ramblin’ Jack Elliott: Tom Joad ......061 
* Oscar Peterson: Satin Doll .....-....027 *John Lee Hooker: Boogie .......... 062 
* MJQ: l'Il Remember April .......... 028 *Chillun Fred McDowell: Milk Cow Blues . .063 
e Milt Jackson: The Nearness of You ...029 «Isaac Hayes: Never Can Say Goodbye .064 
e Thelonious Monk: Blue Monk ........030 *Lightnin' Hopkins: Mojo Hand | . . . .065 
» *John Coltrane: Lush Life ...........031 Ħ Memphis Slim: Rock Me Baby .......066 
EE Les Brown: Misty ................032 *Leo Kottke: Driving of the Year Nail . . .067 
X Bill Evans: Waltz for Debby .........033 *Tony Bennett: My Foolish Heart ..... .068 


fa visit www.musicmaker.com 


or mait THIS FORM TO: The Music Connection Corporation 
250 Exchange Place, Suite A, Hemdon, VA 20170 








Yes, | want to create my own personal music CDs. Please send me my first CD with the songs | 
have selected below. Also send me o MusicMaker Catalog every other month so | can continue 
to create my own personal CDs. 
WRITE THE NUMBER OF EACH SELECTION IN THE ORDER YOU PREFER: 
MINIMUM OF 5 SONGS for just $9.95 1 2 3 4 5 
Plus additional songs just $1 ea (5 max.) 6 7 8 9 10 
FREE SELECTIONS. With your first CD, choose 
one FREE SONG for every 5 songs you order: FREE SONG #1 FREE SONG #2 
Personalize your CD with your name and 
title for just $1.00. UP TO 25 CHARACTERS 
(A shipping and handling fee of $2 95 per CD and applicable state and local taxes will be added) 
I AM MOST INTERESTED IN THE FOLLOWING TYPE OF MUSIC (Check 4): © Jazz & Blues C Rock _) Classical 
L3 Folk O Country O Alternative (CO New Age & World _) Christian © Metal C Pop Nostalgia 
PAYMENT METHOD (Check one) O VISA MASTERCARD C] AMEX Satisfaction 
Guaranteed. 
Acct. No Exp date If there are any 
material defects, 
Name return CD within 30 
days for prompt 
Address replacement or 
retund 


City State Zip 8-001 





I Ls urs many mom qaum ls eas b Furor dor ae esce DRE vo 





GE EU 








postpone really difficult things like prun- 
ing the 1.3m-strong bureaucracy. 

Now, as oil plummets, ministers—not 
least the new finance minister, Freddy Ro- 
jas Parra, appointed a month ago—may 
wish the government had acted while the 
going was good. At current prices, oil could 
bring in some $2 billion less than expected, 
no small change in a budgetof $23 billion. 
On top, next December brings presidential 
and congressional elections. President Cal- 
dera is not allowed to run again (even if, 
born in 1916, he felt so inclined). But his 
ministers and his allies in €ongress have 
their own ambitions. So the government is 
reluctant either to cut public spending 
A hard or to devalue (which would make its 
oil dollars worth more in bolivars). 

Most economists. argue for lower 
spending. Even before oil prices plunged, 
the government was locking for congres- 
sional approval ofa 4% cut in the 1998 bud- 
get, to show foreign lenders and the IMF 
that it was serious about lowering inflation 
from 1997’s 38% to a still lofty 25%. The cut 
was aimed at public works rather than the 
bloated public payroll; this is an election 
year, after all. But Congress was unhappy, 
and a 4% cut anyway wouid not make up 
for even halfthe possible loss of oil revenue. 

Devaluation has its backers: on some es- 
timates, the bolivar is 25-30% too high. But 
while government revenues would rise, so 
would prices, as imports became dearer. So, 
probably, would social unrest, just the 
thing governments do not want months be- 





indeed talk of a serious devaluation, and 
© some Venezuelans were already stashing 
away dollars. In the event, the central bank 
.,made only minor adjustments to the ex- 
change rate and to the system. 

.. On this evidence, Mr Caldera seems 
likely to do as little as he cam, hoping—not 
 unreasonably—that the state oil company 
. may be able to push up output substan- 
tially (as technically it canj while prices 
move upward again. He could then leave 
office not in a burst of glory. maybe, but at 
least not in one of tear-gas, or worse. 
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fore an election. At the weekend, there was | 


After the storm, thedearingup - 


MONTREAL 


T WAS the worst ice-storm in living 

memory. What started in the clouds as 
rain became ice as it hit power lines, trees 
and roads. It fell for days, and it paralysed 
much of Quebec, knocking out the power 
supply to 3m people—nearly half the prov- 
ince's inhabitants—and hundreds of thou- 
sands more in New Brunswick, to the 
south, and westward in eastern Ontario. 
Well over 100,000 people had to flee their 
freezing homes for those of luckier or bet- 
ter-equipped neighbours or for shelter in 
public buildings. The storm even produced 
the politically unlikely spectacle of Que- 
bec's separatist premier, Lucien Bouchard, 
appealing to the federal government to 
send in troops. The damage amounts to at 
least C$2 billion ($1.4 billion). And the 
clearing-up is still far from complete. 

The collapse of pylons and cables under 
the weight of ice cut off power to Montreal. 
At midweek, four of the five transmission 
systems that supply the city and its 2m-plus 
people were still out, and much of the city 
with them. In West Montreal, where power 
had been restored, over-demand on Mon- 
day plunged homes and offices back into 
darkness and cold. Most schools, universi- 
ties and government offices were closed; 
many businesses too, Mr Bouchard having 
urged them to stay shut until Thursday, to 
prevent an overload that could knock out 
the system again. Power was to be rationed 
for a week; full repair will take longer. 

Life this week was worse than that in 
outlying suburbs and an area south of the 
city, swiftly dubbed "the triangle of dark- 
ness”, where hundreds of thousands of 
households—indeed some whole towns— 
still lacked light, heat and water. In some 
towns most of the people had been evacu- 
ated to makeshift shelters, usually schools 
heated by generators. They 
expected to be there for 
some time—and glad of it: 
the midweek forecast was 
for more ferocious 
weather, with tempera- 
tures that might plummet 
to minus 20 degrees (mi- 
nus 4 degrees Fahrenheit). 
In all, at midweek well over 
im people were without 
power. Most could expect 
to wait at least a week— 
two, in some places—be- 
fore it was restored. 

The stricken area was 
chaos. Some 600 huge elec- 
tricity pylons had crum- 
pled uner the weight of ice 
like giant toys; at least 


And there are hundreds more 











30,000 wooden poles, toppled and 
snapped, strewed the snow-covered 
ground like matchsticks. In towns, severed 
power lines, ice-encrusted, trailed across 
streets, many of these still blocked by trees 
brought down by the weight of ice. The 
known death toll is not large, but rising: 
people have been crushed by ice falling 
from roofs, electrocuted by fallen power- 
lines; they have even slipped under snow- 
dumpers or before the blades of ice-break- 
ing machines. Others trying to heat their 
homes with portable barbecues have poi- 
soned themselves; at least nine have died. 

The world has seen far worse and dead- 
lier natural calamities than this, of course, 
but Canada not many. Canada’s armed- 
forces chief, General Maurice Baril, in 
charge of 10,000 federal troops drafted in 
to help, compared the devastation in Mon- 
treal’s populous South Shore to “Sarajevo 
without the bullets”. 

The grid will have to be extensively re- 
built, not just repaired. That will take many 
weeks, though some 5,000 workers from 
Hydro-Québec, the province's giant power 
supplier, aided by the federal troops and by 
power-company workers from the United 
States, are slaving round the clock. 

Meanwhile, police and troops have 
been going from door to door persuading 
people to move out of still blacked-out 
homes, worried at the risk of extreme cold, 
especially to old people, as temperatures 
fall. And there are uglier, if less deadly, risks 
than cold, alas. Though the storm has 
aroused a lot of solidarity, the troops have 
had to be given police powers to protect 
evacuated areas from looting. Faced with 
shared calamity, would the Canadians of 
the pre-electric dark ages have needed to be 
restrained from such nastiness? 
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Savimbi's choice 


LUANDA 


After numerous false dawns, Angola's 37 years of war could now be over 


EACE in Angola has been proclaimed 

so many times in the past that a break- 
through in negotiations between the gov- 
ernment and the UNITA rebels was an- 
nounced on January 9th almost casually. It 
was largely ignored outside Angola; inside 
it was greeted with weary caution. The state 
television station said that Jonas Savimbi, 
UNITA's leader, would soon come to the 
capital, Luanda, to meet President Jose Ed- 
uardo dos Santos and that the 1994 Lusaka 
agreement would be fully implemented by 
the end of February. Could this really be 
peace after nearly 37 years of war? Or will 
one side or the other be tempted by that 
other Angolan delusion: victory? 

The announcement was made after 
a UN-sponsored meeting between 
UNITA and the ruling MPLA, and a tele- 
phone conversation between Mr dos 
Santos and Mr Savimbi. What makes it 
all credible was the announcement, a 
few days earlier, that UNITA had with- 
drawn from Luzambo, a town at the 
heart of the diamond-rich Cuango val- 
ley. UNITA’s revenue from diamonds 
gave it $600m last year. 

There have been several moments in 
UNITA's long decline when it seemed 
right for Mr Savimbi to cash in his guns 
for a place in government or a comfort- 
able retirement. He took none of them. 
He used negotiations as a breathing- 
space to rest and re-equip his fighters— 
and then resume the war. 

The Lusaka accords stipulated that 
UNITA should hand in its weapons, de- 
mobilise its troops and close its radio 
station. In fact, it has hung on to guns 
and held back up to 7,000 fighters, and 
its radio station, Voice of the Black 
Cockerel, still broadcasts. UN sanctions, 
imposed in October, closed UNITA of- 
fices world-wide and banned travel by 
its officials. But some aircraft still fly 
from its airstrips, taking out diamonds 
and bringing in weapons. UNITA has 
partly evaded sanctions by setting up 
external companies to act as cover. 

Yet Mr Savimbi has been losing 
friends. Gone are the millions of dollars 
worth of American weaponry, such as 
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anti-aircraft missiles and landmines, given 
to him when Ronald Reagan and George 
Bush were president. Gone is the military 
support from South Africa which rescued 
UNITA several times in the 1980s. And in 
1997 Mr Savimbi's last two regional allies, 
Mobutu Sese Seko of Zaire (now Congo) 
and Pascal Lissouba of Congo-Brazzaville, 
were removed from power. 

UNITA troops can no longer escape 
across a friendly border and return resup- 
plied. On the contrary: direct intervention 
by the Angolan army helped to remove 
both Mr Lissouba and Mobutu. The Ango- 
lan army is boss of the region now. It is 





Dreaming of a lost cause 


120,000-strong, experienced and well 
equipped, thanks to almost $4 billion a 
year that Angola gets in oil revenue. When 
Zambia, with which Angola shares a long 
border, appeared to be helping UNITA, the 
Angolan government uttered threats and 
Zambia moved to restrict the rebels. 

UNITA and its cause have lost both le- 
gitimacy and diplomatic clout. All UN reso- 
lutions now go against it; its few remaining 
supporters, Cóte d'Ivoire and Morocco, do 
little more than provide the rebels with 
passports. The United States now backs the 
dos Santos government. When Madeleine 
Albright, America's secretary of state, was in 
Luanda last month, she remarked that An- 
gola now supplies America with 796 of its 
oil imports. As if to stress America's friend- 
ship with the government it once tried to 
overthrow, she added that this represented 
three times as much as America was getting 
from Kuwait just before the Iraqi invasion. 
The message to Mr Savimbi, once given a 
reception at the White House worthy of a 
head of state, was clear. 

Mr Savimbi's options are narrow- 
ing. He could join the uNrrA officials 
and members of parliament who have 
lived in Luanda since Angola's 1992 
election and now have houses, cars and 
businesses given to them by the govern- 
ment. He would have status but no sig- 
nificant power, and he will never be 
loved by Luanda's citizens—though he 
would be allowed as many as 400 body- 
guards, which should calm any fears of 
assassination. 

If he stays in Bailundo, his head- 
quarters in the central highlands, he 
will not for much longer be able to play 
the double game of talking and fighting. 
Over the past few months, government 
forces have captured uNrTA's outlying 
areas without sign of a counter-attack. It 
is unclear whether the rebel troops in 
the Cuango valley withdrew because 
they were ordered to or because they 
had no stomach for a fight. If Mr Savim- 
bi decides to return to guerrilla war in 
the bush, how many UNITA members 
now in Luanda would give up their 
comfortable lives to follow him? 

The main danger to the new hopes 
for peace is that the government, weak- 
ened by Mr dos Santos’s ill-health, al- 
lows its boisterous army to have one last 
swipe at UNITA. This could reactivate 
the engine that has kept this war going 
for so long: Mr Savimbi's stubborn resil- 
ience, born of the belief that one day he 
must be president of Angola. 
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ISAPPOINTMENT awaits anyone 

who had hoped that Daniel arap Moi, 
re-elected last month to another five years 
of the presidency he has held since 1978, 
might grapple with Kenya’s huge economic 
and social problems by bringing in dy- 
namic new ministers. The line-up an- 
nounced on January 8th was a mixture of 
the old, the bad and the obscure. 

The duo of young reformers—Micah 
Cheserem at the Central Bank and Musalia 
Mudavadi at the Ministry of Finance— 
which had kept Kenya’s economic credibil- 
ity above the waves of corruption and in- 
competence, was broken up. Mr Mudavadi 
was moved to agriculture, being replaced at 
finance by Simeon Nyachae, a tough, old- 
fashioned politician, who has doubts 
about Kenya’s economic reform. His first 
job will be to get back on track with the IMF 
which last August suspended a $220m aid 
deal because the government was not do- 
ing enough to tackle corruption. A meeting 
is arranged for February 12th. 

Another old-timer still in the cabinet is 
Mr Moi’s political sidekick. Nicholas Bi- 
wott. He leads the faction in KANU, the rul- 
ing party, which is opposed to Mr Nyachae. 
A battle, even perhaps a violent one, be- 
tween these factions may become a central 
feature of Kenyan politics. 

Mr Nyachae is a candidate to succeed 
Mr Moi, now in his final five-year term. The 
ministers chances have been boosted by 
Mr Moi's decision not to appoint a vice- 
president. This has led to speculation that 
George Saitoti, vice-president in the last 
government and another potential succes- 
sor, is being set up to carry the can for the 
Goldenberg scandal in the early 1990s 
which had the governmen: paying hun- 
dreds of millions of dollars in compensa- 
tion for fictitious exports. Mr Saitoti was 
the finance minister whosigned the papers 
authorising the money. The rF insists that 
those responsible are prosecuted. 

The first act of Mr Moi's new adminis- 
tration was to sack over 30,000 public-sec- 
tor nurses and laboratory technicians who 
had been on strike since November. The 
discontent of Kenya's demoralised public 
sector may test Mr Moi's patience and po- 
litical skills. Last summer, a coalition of 
civic activists and non-governmental orga- 
nisations, the National Convention Execu- 
tive Committee, organised the series of 
street demonstrations that eventually 
forced Mr Moi to accept certain constitu- 
tional reforms. Some of the president's ad- 
visers fear that his decision to yield last year 
may lead other Kenyans to take to the 
streets. Voters were far less tolerant of offi- 
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cial bungling in this election than in past 
ones. Worry about public explosions of an- 
ger could explain the harsh action now 
taken against the poorly paid nurses. 

Once the election was over, the Kenyan 
shilling first levelled out, then gained 
against the dollar. But corruption, for 
which Kenya has developed a reputation 
even in a continent not known for probity, 
is a growing danger. Towards the end of last 
year, Mr Moi made several promises to do 
something about it, reiterating that pledge 
in his inaugural speech. In December an 
Anti-Corruption Authority was launched. 
It sounds good, but its independence and 
precise powers are untested. 





Sanctions-busting 
Oily tale 


UMM AL-QAIWAIN 


IFE was pretty relaxed for the 40,000 in- 
habitants of the smallest of the seven 
emirates that make up the United Arab 
Emirates (UAE). Umm al-Qaiwain does not 
have its own oil industry but the fishing is 
good, and tourism was set to take off. Now 
the statelet has all theoil itever wants to see. 
Over the past week, a slick of 4,000 tonnes 
of fuel oil has leaked from a ruptured barge. 
Skeins of noxious bunker-fuel have 
washed up on the hitherto unsullied 
beaches and clogged the emirate's picture- 
postcard harbour. Russian tourists, who 
had sought sun, sea and sand in the the cha- 
lets of the Beach Hotel, have left in droves. 
On the harbour-front, fishermen sit discon- 
solately before nets that are black with 
grease. After a three-day pause, the UAE's 
Federal Environment Agency swung into 
action: with booms, bulldozers and back 
muscles, an international team is dumping 
the oil in the desert. But more keeps com- 


Iraq's unwelcome little gift 
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ing: some 80 kilometres (50 miles) of the 
UAE's coast is threatened. 

The culprit is an 11,000-tonne oil barge, 
the Benton 300. After breaking free from its 
tow-boat in high seas, it sank to the sea bot- 
tom, just 20 metres down. It seems to have 
been in a poor state of repair and over- 
loaded. Salvage experts now have the prob- 
lem of how to raise it from the bottom with- 
out spilling its remaining cargo. 

Where was it coming from and where 
was it heading? There are no official an- 
swers. Coastguard sources reveal privately 
that the barge came from an oil terminal on 
Iran's Lavan island and was bound for à 
private customer in Ajman, another tiny 
emirate. Nothing illegal in that. But the 
coastguards strongly suspect Iraqi sanc- 
tions-busting and have detained the Fili- 
pino crew while they investigate. Last July, 
when a big oil spill hit Sharjah, yet another 
emirate, the multinational Maritime Inter- 
diction Force that enforces the trade em- 
bargo on Iraq revealed that the leaked 
20,000 tonnes had indeed been smuggled 
out of Iraq. 

So why the Iranian connection? People 
who have been following the growth of 
Iraq’s smuggling trade for the past five 
years say that once Iraqi vessels venture out 
ofthe Shatt al-Arab waterway at the head of 
the Gulf, they risk being stopped and 
searched in international waters. By hug- 
ging the long Iranian coast, they are safe 
from American-led naval patrols. When 
they reach a convenient Iranian port, the 
cargo is either loaded on to Iranian vessels 
or given Iranian documents, no doubt for a 
consideration. It can then progress freely to 
the Arab markets of the southern Gulf. 

All of this puts the UAE in difficulty. Its 
president, Sheikh Zayed al-Nahayan, called 
recently for an early lifting of sanctions on 
Iraq. But not wishing to fall foul of UN reso- 
lutions, the UAE finds itself having to en- 
force the measures it disapproves of. Gov- 
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ernment sources say that UAE coastguards 
have impounded five sanctions-busting 
ships and their cargoes in the past year. But, 
given the lucrative stakes in the oil-smug- 
gling game, another spill cannot be far off. 





Iraq and the United Nations 


Eyeball to eyeball 


S EACH side tests the resolve of the 
other, conflict between Iraq and the 
United Nations weapons inspectors rum- 
bles on, thunder interspersed with flashes 
of dangerous lightning. The last near-explo- 
sion was in the autumn when Saddam 
Hussein expelled Americans from the 
teams searching Iraq for illegal weapons. 
Diplomacy by Russia, and a military threat 
from the United States, persuaded Mr Hus- 
sein to take the Americans back. He ex- 
tracted some sort of pledge from the Rus- 
sians that future teams would be 
"balanced". Finding one that is not, he is 
refusing to allow it to do its work. 

The uN Security Council insists that 
Richard Butler, the chief arms inspector, 
should be free to choose specialists by their 
competence regardless of their national- 
ities, and that his teams should have unfet- 
tered access in their hunt for “weapons of 
mass destruction" (mainly, these days, bio- 
logical horrors). On Wednesday the council 
deplored Iraq's action; Mr Butler himself is 
due in Baghdad on January 19th. 

But the council cannot agree on how 
Iraq should be made to obey its orders. 
America, supported by Britain, believes 
that diplomacy works with Mr Hussein 
only when it is backed by the threat of mili- 
tary action made credible by its occasional 
use. Russia, supported by France and 
China, does not accept that the recent series 
of stand-offs justifies the use of force. 

Iraq's dictator, defying the UN's intru- 
siveness, does his damnedest to obstruct 
the inspectors, slicing at their authority, 
preventing them from getting at the truth. 
The inspectors, frustrated by his salami tac- 
tics, sometimes engineer larger incidents to 
put Mr Hussein's bad intentions to the test. 

The blocked team, designed to flush out 
Iraq's most closely guarded secrets, calls for 
men with special skills. Iraq, determined to 
conceal whatever it thinks needs conceal- 
ing, has tried to obstruct it before, even 
when it was led by a Russian. Yet the team's 
current composition does have a provoca- 
tive look: led by Scott Ritter, an experienced 
former marine who worked for military 
intelligence in the Gulf war, 14 of its 16 core 
members are either American or British. 
The Iraqis object to this because they argue 
that the Americans, with Britain tagging 
along, have political reasons for never giv- 
ing Iraq the weaponry all-clear that would 
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allow it freely to sell its oil again. 

The Clinton administration has made 
it plain that, if diplomacy fails, and the 
council rejects military force, it is prepared 
to act on its own. It may yet do so: diplo- 
matic efforts, said the White House on 
Wednesday, are growing exhausted. The 
calculation is tricky. The threat of armed ac- 
tion, with its subduing effect on Mr Hus- 
sein, has to be kept credible. Against this, 
the sight of American aircraft bombing 
Iraq would go down badly with America's 
Arab friends, smashing the Gulf war alli- 
ance and weakening the Security Council. 





Syria's economy 
The party's over 


DAMASCUS 


[X years ago, Syrian cars were museum 

pieces: Pontiacs and Chevrolets dating 
from the 1950s. High duties kept new im- 
ports out of Syrian hands. Today, the latest 
Mercedes and Toyotas cruise along the 
streets of Damascus and Aleppo. The cities' 
monotonous cinder-block buildings are al- 
most invisible beneath a thick layer of neon 
advertisements. Russian tradesmen argue 
with Arabs and Armenians in hole-in-the- 
wall shops stuffed with foreign watches 
and radios. But the liberalisation that 
brought this consumer boom about has 
limped to a halt. 

The engine of change was an invest- 
ment law passed in 1991, in response to a 
severe recession in the late 1980s. The law 
encouraged foreigners and Syrian expatri- 
ates to invest, offering them duty exemp- 
tions, tax holidays and freedom from many 
of Syria's arcane foreign-exchange regula- 
tions. At once the economy took off. Since 
1991, say officials, $8 billion of outside 
money has poured into some 1,300 pro- 
jects. The proportion of the economy in pri- 
vate hands has risen from 35% to 70%. 





Me and my lovely car 


Liberalisation's limp 


Syrian GDP, % increase on year earlier 
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Now, however, the excitement is over. 
“Pluralism” is the official economic ideol- 
ogy, meaning a balance between public, 
private and mixed ownership. The seven- 
year tax holidays given to many projects are 
about to run out. Further reforms, such as 
the unification of the government's four 
different exchange rates for the Syrian 
pound, were promised years ago but are 
still on hold. The banking system remains 
in public hands. Despite talk, a stock ex- 
change remains far off. Mobile phones and 
the Internet are banned. Seasoned foreign 
businessmen grumble that the legal system 
is more impenetrable than Russia's. 

Local businessmen are no happier. 
They complain that state contracts go to the 
regime's cronies. The government, accord- 
ing to some, deliberately keeps obscure 
laws on the books as an excuse to crack 
down on private enterprise. Amid such 
gloom, economic growth has slumped to a 
projected 3.4% this year. 

The economy ministry claims to be con- 
sidering umpteen reforms but, fearing so- 
cial disruption, rarely does anything about 
them. Officials speak with trepidation 
about the difficulties “neighbouring coun- 
tries" have had with their liberalisation 
programmes. This is a veiled reference to 
the riots that broke out in Jordan last year 
after price controls were lifted. 

State planning, say busi- 
nessmen, is important to Pres- 
ident Hafez Assad's Alawi sect 
since it prevents Syrian mer- 
chants, who are mostly Sunni 
Muslims, from gaining too 
much economic power—and 
hence a greater say in politics. 
Much of the government's 
support comes from the coun- 
try, which has reaped little 
benefit from the boom. Al- 
though Mr Assad is not hostile 
to private investment, he is 
preoccupied with foreign af- 
fairs. So long as the economy 
remains reasonably healthy, 
he pays it scant attention. 
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France out of work, 
out of sorts 


PARIS 


A protest movement by a few hundred unemployed workers could mark the 
beginning of the decline of Lionel Jospin’s hitherto popular government 


S THE occupation of unemployment 
offices and other public buildings in 
pursuit of higher jobless benefits runs into 
its sixth week, France's Socialist-led govern- 
ment suddenly looks much less chirpy. It is 
under attack from those whose plight it had 
promised to make its top priority—the un- 
employed; from Greens and Communists 
in its own left-wing coalition who want it 
to honour that pledge; from employers, 
who are rejecting out of hand a main plank 
of the government's programme to combat 
unemployment, its proposal for a 35-hour 
working week; and from a newly pugna- 
cious Gaullist president eager to add to the 
discomfiture of Lionel Jospin's 
government. 

With two months to go before France’s 
regional elections and just four before the 
first members of Europe's single currency 
are chosen, Mr Jospin’s margins for ma- 
noeuvre are slim. A worsening crisis in East 
Asia might well ruin his government's pre- 
diction that France's economy will swell by 
3% this year. Already, some forecasters say 
2% is more likely, after the 2.5% thought to 
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have been achieved in 1997. Slower growth 
would inevitably mean tighter belts, even 
more French people with no jobs, and— 
probably—higher taxes. 

Mr Jospin has given some ground to the 
protesters: a promise of FFrsoom ($82m) 
for retraining the long-term unemployed, 
plus titbits like half-price public transport 
in Paris for the out-of-work. But he is refus- 
ing to give in to demands for a FFr3,000 
one-off “end-of-year bonus” for the 3.2m 
unemployed, at a cost of over FFr9 billion; 
nor will he agree to a raft of other benefits, 
including a FFr1,500-a-month increase in 
hand-outs for the long-term unemployed at 
a cost put at FFr26 billion. 

Being too kind to the protesters, says Mr 
Jospin, would blow his government right 
off course. He repeats his determination 
"to do everything to create more jobs", 
promises a sweeping bill in March to tackle 
all aspects of “social exclusion", and is forg- 
ing ahead to make 350,000 public-sector 
jobs for the young jobless (200,000 by the 
end of this year). And, despite employers' 
vehement opposition, he is poised to enact 


a bill to chop the working week from 39 to 
35 hours, without loss of pay, by the year 
2000 for all companies with more than 20 
workers and by 2002 for the rest. 

More than that, he says, he cannot—will 
not—do. There is no question, he insists, of 
any change in his main policies. The trou- 
ble is, leaving aside the 35-hour week and 
jobs for the young, they are beginning to 
look uncomfortably like the ones pursued 
by the right-wing government humiliat- 
ingly ousted last summer and, indeed, by 
all French governments of the past 15 years, 
when jobs, it seemed, took second place to 
keeping the franc strong and (more re- 
cently) to joining the euro. 

It certainly seems a far cry from the 
heady days after the Socialists’ victory last 
June, when Francois Hollande, now the 
party’s official leader, declared that France 
could “join the single currency without cut- 
ting the public-sector deficit”. Nowadays, 
talk of boosting the economy by pumping 
up wages and welfare benefits is over. The 
priority, whether Mr Jospin admits it or 
not, is to squeeze the deficit to the 3% of GDP 
needed for the euro—and to keep it there. 

Over the past 17 years, France has 
changed government five times. Each time, 
the new team has come to power promis- 
ing to make the fight for jobs its “priority of 
priorities”. Each time it has been thrown 
out of office at the first opportunity largely 
because it has failed in that respect. France 
makes much of its rank as the world’s 
fourth-biggest economic power. Yet its 
12.4% unemployment rate is one of the 
highest among leading industrial nations. 

Can this go on? For the past five years, 
Jeremiahs have regularly predicted an im- 
minent “social explosion”. So far, it has not 
happened, though public-sector strikes in 
1995 provided a baleful warning. Yet trade 
unions have failed to bring the unem- 
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ployed on to the streets. The present pro- 
tests mark the first sustained stirring of the 
jobless. Very few are, in fact, occupying pub- 
lic buildings—at most, several hundred in 
less than 596 of the country's 600-plus wel- 
fare centres, with a few thousand more tak- 
ing part in marches. But the great majority 
of French people back them. And they have 
nothing to lose—neither job nor pay—by 
prolonging the protest. 

Having made some concessions and 
sympathetic noises, Mr Jospin is now tak- 
ing a firm stand. Riot police have been sent 
in to clear buildings, which the protesters 
have sometimes promptly reoccupied. 
Most such evictions have been fairly peace- 
ful. Many Greens and Communists, who 
have backed the protesters throughout, 
have damned the government's supposed 
harshness, thereby opening up dangerous 
new fissures in Mr Jospin's fragile ruling co- 
alition. But the coalition partnership is un- 
likely to bust up, at least before the regional 
elections in March, when both Commu- 
nists and Greens stand to gain by present- 
ing joint lists with the Socialists, 

Mr Jospin is banking on the protests 
gradually fizzling out—and he may be in 
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luck. Over half of French people still think 
he is doing well, though his popularity has 
dipped slightly. But his authority has been 
shaken; his touch suddenly seems less sure. 
Jacques Chirac, though seriously weakened 
as president, has used traditional new-year 
ceremonies to shower barbed “warnings” 
and “advice” on the government. In June— 
a year after the last, disastrous, general elec- 
tion—he recovers his right to dissolve par- 
liament. Though unlikely to use it impetu- 
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ously, it is a potent weapon for deterring a 
government from bringing in unpopular 
reforms, when the president is its 
adversary. 

Mr Jospin has proved an abler tactician 
than many expected. But things are looking 
much trickier. Worse for France, neither 
right nor left seems brave enough to go for 
the unpopular radical reforms—of the la- 
bour market, for a start—that the country so 
badly needs. 





Russia 


A wan and only leader? 


MOSCOW 


Could Boris Yeltsin run for a third term as president? Conceivably. And it suits 


him for people to think he might 


HE habits of communism die hard. 
President Boris Yeltsin told his govern- 
ment this week to make sure the economy 
grew by 2-4% in 1998. Can Mr Yeltsin really 
have gone back to believing that govern- 
ments deliver economic growth to order— 


and, if so, why stick at 4%? In benighted 
Belarus next door, where the command 
economy survives intact, a wild-eyed presi- 
dent, Alexander Lukashenka, has ordered 
up 8% growth this year. Doubtless his stat- 
isticians are already working on it. 





Is French anti-Semitism over? 


PARIS 


CENTURY has passed since Emile 
Zola launched his diatribe, 
“Faccuse .. . P”, against the wrongful con- 
viction for espionage of Alfred Dreyfus, a 
young Jewish captain in the French army. 
But the French, hosts to Western Europe’s 
biggest Jewish community, still wrestle 
with their consciences over their atti- 
tude—past and present—to the Jews. 
Their record is not glorious, though 
not as bad as some. From the 13th century 
until the French revolution in 1789, Jews 
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in France, as in many other places, were 
systematically persecuted. Granted reli- 
gious and civic rights in 1791, they seemed 
over the next 100 years or so to integrate 
well, winning esteem and eminence. But 
the anti-Semitism that was to burst forth 
over Dreyfus was rampant in French soci- 
ety well before the captain was ordered to 
be deported for life in 1894 and his inno- 
cence officially covered up. 

With consciences raging, Zola and 
some of his friends took up their pens: 
eight years after “J’accuse!”, 
Dreyfus was rehabilitated. This 
marked what Lionel Jospin, the 
current prime minister, de- 
scribes as “the founding act” of 
that peculiarly French phenom- 
enon known as the intellectuel 
engagé—the intervention in 
public life of intellectuals for 
worthy causes. Some intellos 
say that the period from Drey- 
fus to the death in 1980 of their 
quintessential confrère, Jean- 
Paul Sartre, marked a “heroic 
age” of their sort. 

Not quite. During the sec- 
ond world war, some French 
intellectuals were forced under- 
ground; more were just silent. 
Few protested when the Vichy 
regime brought in laws that 


(only 2,600 survived). 


banned Jews from holding a wide range 
of jobs, and—among other horrors—or- 
dered the round-up of some 76,000 Jews 
to be sent to Nazi extermination camps 





Forced to re-examine their con- 
sciences, many years later, by the trials of 
such collaborators as Klaus Barbie and 
Paul Touvier, and now of Maurice Papon, 
the first Vichy official charged with 
crimes against humanity, France has 
been indulging in a vast, belated mea 
culpa over the Jews. In 1995, Jacques Chir- 
ac became the first French president to 
admit the French state’s responsibility in 
rounding up the Jews. The many still 
clinging to the Gaullist myth of Vichy as 
an illegal “parenthesis” in French history 
were shocked. France’s Catholic bishops 
followed suit last autumn with an ex- 
traordinary “declaration of repentance”. 

Today, most of France’s 600,000 Jews 
are well established and assimilated. But 
pockets of anti-Semitism remain: witness 
the periodic profaning of Jewish cemeter- 
ies and anti-Jewish outbursts by far-right 
politicians such as Jean-Marie Le Pen, 
leader of the National Front, which gets 
around 15% of the vote. Research earlier 
this decade found one in four Frenchmen 
complaining that there were “too many 


Jews” in France, while one in five admit- 


ted to “feelings of antipathy” toward 
them. According to another poll at the 
time, “only” 9% said they would not vote 
for a Jew as president. Better than the fig- 
ure of 24% recorded a decade earlier. 
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In narrow political terms only, Mr Yelt- 
sin's instruction makes a certain sense. If 
the economy does grow at a generous clip 
(and preliminary figures suggest it grew by 
0.456 last year, ending a nine-year decline), 
the president can take credit. If things go 
wrong, he can blame his ministers. Mr Yel- 
tsin has pulled many a similar trick before 
and got away with it. 

To issue grand public commands is 
also a way for him to pose as the man run- 
ning the country—a pose he must strike as 
often as possible, since illness and fatigue 
have kept him in hospital or housebound 
for at least seven of the 18 months since his 
re-election in July 1996. Though his doctors 
have said repeatedly that a quintuple heart- 
bypass in November 1996 went flawlessly, 
Mr Yeltsin has never seemed quite the same 
man since. 

This week, as parliament and the rest of 
Russia drifted back to work from a long 
break, Mr Yeltsin was still not due back 
from "holiday" at a country retreat until 
January 19th. This merely prolonged an ab- 
sence from work that had begun with the 
"viral infection" he caught visiting Sweden 
in early December. A trip to India and a 
meeting of heads of the Commonwealth of 
Independent States were cancelled. 

Given such fragile health, doubts over 
whether he will even get to the end of his 
second term, and previous assurances that 
he would not seek re-election, it might seem 
incredible that Mr Yeltsin could even think 
of running again in 2000. But a trickle of 
hints and leaks suggests that he does—to the 
point that serious Russian politicians are 
guessing he may run if he physically can. 
Hopes of a third term would help explain 
Mr Yeltsin's hunger for economic growth. 
His popularity ratings are low, though 
not—by Russian standards—derisory (see 
chart). To stand much chance of re-election 
in 2000 he would need to preside over a 
strong economic recovery, for which pre- 
cious little time remains. 

Health aside, Mr Yeltsin might face a le- 
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gal obstacle. The Russian con- 
stitution, passed in 1993, allows a 
president only two terms. The 
Kremlin has already unveiled its 
counter-argument: Mr Yeltsin's 
first term in office should not be 
included, because Russia was still 
part of the Soviet Union when he 
was elected in 1991. For the pur- 
poses of the current constitution 
his second term is really his first. 
TheDuma, the Communist-dom- 
inated lower house ofthe Russian 
parliament, up in arms at this 
sophism, has asked the Constitu- 
tional Court for a ruling. But the 
court has a history of accommo- 
dating Mr Yeltsin. If forced to de- 
cide, it might well upset the 
Duma by favouring him again. 

Even if Mr Yeltsin, in his quintuple-by- 
passed heart of hearts, does not intend to 
run for a third term at all, it suits him to 
keep friends and rivals guessing. They are 
less likely to write him off as the spent force 
he probably is, and other would-be candi- 
dates (especially those within government) 
are more likely to keep a lid on their ambi- 
tions. There are two naturals: the prime 
minister, Viktor Chernomyrdin, and a first- 
deputy prime minister, Boris Nemtsov. 
Probably neither would want to run 
against Mr Yeltsin in 2000. But either, or 
both, might run if Mr Yeltsin did not do so. 
Both would hope for his endorsement. 

Mr Nemtsov, a young reformist, may al- 
ready have been outplayed. Since he joined 
the government ten months ago, his inex- 
perience has told against him: his popular- 
ity has plummeted. He is still preferred to 
Mr Chernomyrdin, a time-server with con- 
servative instincts, but Mr Chernomyrdin 
has big business on his side, and could 
count on plenty of money for any cam- 
paign. To the extent that liberal reformists 
have a plausible standard-bearer at all for 
2000, they might have to look to Grigory 
Yavlinsky, a social democrat who finished 
fourth in the first round of the 1996 elec- 
tion with 7% of the vote. He has fended offa 
string of overtures to join government, in- 
stead defining himself successfully as its 
main non-Communist critic. 

One big change from 1996 is that a 
Communist challenge in 2000 is no longer 
much feared. The Communists seem stuck 
at 20-plus% of the national vote—enough 
for Gennady Zyuganov, their leader, to do 
well in opinion polls, but well short of the 
simple majority needed to win the run-off 
in a presidential election. A more charis- 
matic candidate might change the calcula- 
tion. But if Mr Zyuganov runs again, the 
winner in 2000 will again be the man 
(there is no woman in sight for the mo- 
ment) who can best rally the centre-right 
against him. Mr Yeltsin did the job in 1996. 
The two serious contenders for 2000 are 
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still Yuri Luzhkov, the bulldog-like mayor 
of Moscow; and Alexander Lebed, a gruff 
ex-general who took 15% of the vote in 1996 
despite a crude campaign that only clicked 
in the final week. Such is the appeal of both 
that either might plausibly make a grab for 
the Communist vote as well. 

A Luzhkov or Lebed presidency would 
make a bumpy ride for Russia and for its 
neighbours. Both men are nationalists, 
both too keen on the smack of firm govern- 
ment, neither with any experience of run- 
ning a country. It is a measure of Mr Yel- 
tsin’s growing incapacity that, even so, a 
third term for him might not rank as an ob- 
viously better outcome. 





Italy 
Dirty gowns 


MILAN 


ESARE PREVITI is the darling of Italian 
cartoonists. A former water-polo 
player and keen five-a-side footballer, he 
has the mug—and manner of speech—of a 
hitman, and seems constantly embroiled 
in controversy. In less exotic guise, he is also 
a lawyer of southern origin who practises 
in Rome. Silvio Berlusconi, the retail-to-me- 
dia magnate turned politician, has been his 
best client. When Mr Berlusconi, months 
after inventing a new right-wing party, 
surged to prime minister in 1994, Mr Prev- 
iti became his defence minister. Before the 
general election of 1996, which the right 
lost, he declared: “If we win, we'll take no 
prisoners." Now, it seems, he could become 
a prisoner himself. Worse for Italy, his woes 
are threatening to dum up much-needed 
constitutional reform. 
On January 12th, a parliamentary com- 
mittee narrowly turned down a request by 





No Previti conviction 
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Milanese magistrates to waive his MP's im- 
munity and have him arrested. Mr Previti is 
not safe yet. The full house is soon to vote 
on the issue, probably in a secret ballot. 

The list of accusations is long. The pros- 
ecutors say Mr Previti fixed trials and 
bribed Roman magistrates, including Ren- 
ato Squillante, the head of an important ju- 
dicial department. Big money, it transpires, 
passed through Mr Previti’s bank accounts: 
on one occasion, 21 billion lire ($11.7m), 
which he says was merely a “lawyer's fee". 
The story is known as Toghe sporche (Dirty 
gowns), as opposed to Mani pulite (Clean 
hands), the anti-corruption campaign that 
helped overthrow the political establish- 
ment in the early 1990s. 

This time the key to the magistrates’ dis- 
coveries was glamorous Stefania Ariosto, 
the jilted fiancée of another of Mr Ber- 
lusconi’s lawyer-cum-politician pals. At her 
prompting, magistrates discovered several 
large payments made to lawyers and bank- 
ers. Messrs Previti and Berlusconi say that 
Ms Ariosto is unreliable, but the magis- 
trates seemed to believe her. The money, 
they reckon, was bribes that came directly 
from Fininvest, one of Mr Berlusconi’s 
companies. They say Mr Berlusconi should 
stand trial too. 

That is not his only worry. Other magis- 
trates say he has secretly stashed away some 
670 billion lire($372m) abroad; that he was 
behind a mysterious payment of 17 billion 
lire to Bettino Craxi, a former prime minis- 
ter convicted, in absentia, of corruption, 
who is refusing to return from Tunisia; that 
Mr Berlusconi bribed the tax police; and 
that he evaded taxes on a grand scale when 
he bought land around Milan, players for 
his football club Ac Milan, and film and 
television companies in Italy and Spain. 

Mr Berlusconi's response is that the rul- 
ing left-ofcentre coalition has been 
manipulating the magistrates in order to 
chase him out of politics. The trouble with 
this theory is that the government surely 
loves having an opposition leader who 
seems indefinitely entangled in the most 
hideous of legal knots. 

Besides, the left need Mr Berlusconi to 
stay around for another reason. He it was 
who agreed that the right should take part 
in the parliamentary commission known 
as the Bicamerale, whose job was to pro- 
pose changes to the constitution. Now that 
the accusations against Mr Berlusconi have 
begun again to pile up, he says the reforms 
are at risk. Unless—he hints—the left helps 
call off the legal hounds, he will stop co-op- 
erating over constitutional reform. 

So what was supposed to have been 
purely a matter of justice has taken on an 
almost entirely political hue. Members of 
parliament were meant, in Mr Previti's 
case, to vote according to conscience. But 
they split along party lines. Most of the left 
now wants Mr Previti behind bars; the right 
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does not—not yet, at any rate. Massimo 
D'Alema, leader of the main bit of the rul- 
ing coalition, and the Bicamerale’s master- 
mind, is worried. The shenanigans sur- 
rounding the former water-polo player 
may, he fears, ruin plans to make Italy’s po- 
litical system more efficient. 





Baltic security 


Club or be 
clubbed 


VILNIUS 


EFRIENDING victims of rape and kid- 

nap is a tricky business. They are ner- 
vous, prickly and time-consuming to deal 
with—all the more so if they happen to live 
next to notorious ex-offenders. The Baltic 
states of Estonia, Latvia and Lithuania, 
which have suffered grievously under for- 
eigners for most of this century, remain 
jumpy about security, but far too weak to 
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defend themselves on their own. That is 
awkward for their western friends. 

On January 16th, America will launch a 
new initiative, aimed at bridging the gap 
between the Balts’ desire for peace of mind, 
and their European friends’ unwillingness 
to provide it. This United States-Baltic char- 
ter has lots of reassuring language: the Balts 
are “part of the vision and part of the pro- 
cess” of NATO’s expansion, says an Ameri- 
can Official involved in writing it. There is 
no guarantee of eventual NATO member- 
ship. Yet the Americans are saying, in the 
strongest terms to date, that the Balts are in 
principle as entitled to join the club as, say, 
the Poles, Czechs or Hungarians. 

That may make a meeting of American 
and Russian foreign ministers on January 
20th an interestingly chilly affair. Russia's 
own policy towards the Baltic states re- 
mains confused. But it is clear that Russia 
still worries that the Balts may leave its sup- 
posed sphere of influence for ever—and re- 
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peatedly insists it will “not tolerate" any ex- 
Soviet republic joining NATO. 

Such Russian moans may, in the end, 
amount to as little as this week's American- 
Baltic charter. Madeleine Albright, the sec- 
retary of state, hopes that Russia will "get 
bored" with the subject of NATO's expan- 
sion, and eventually view the alliance in 
less cold-war terms. Booming trade with 
the Balts, chiefly transit commerce and 
money-laundering, means there is a grow- 
ing lobby in Moscow for better Baltic rela- 
tions—whatever the West does. 

But the chief reason for expecting Rus- 
sia to bark rather than bite is that the latest 
expression of good intentions in Washing- 
ton has little real effect other than the 
promise of yet more summits and working- 
groups. Most of the important things are 
happening already. The Balts' armed forces, 
pathetically weak and under-equipped, al- 
ready get lare quantities of help from 
NATO countries, particularly Denmark, 
now playing a slightly unfamiliar role in 
the region as cheerleader for the Pentagon. 

Still, the Americans hope that the char- 
ters vigorous language will 
- put some vim into other Euro- 
peans' Baltic policies. Helmut 
Kohl, Germany's chancellor, 
has back-pedalled over NATO 
membership for the Balts, for 
fear of offending Russia. The 
Finns and Swedes help the 
Balts discreetly, but are ham- 
strung by their traditional, al- 
beit blurring, neutrality. 

The main feature of the 
American initiative, however, 
is damage limitation. Some 
European countries have fa- 
voured explicitly excluding 
the Balts from NATO. That 
would have invited Russia 
(which grudgingly accepts the 
idea of the Balts joining the European 
Union) to step up its influence-peddling 
and muscle-flexing in the region. Keeping 
the door to NATO membership open, how- 
ever, still leaves security worries unallayed. 
Especially for Latvia and Lithuania, fragile 
economies, porous borders and bent offi- 
cials reduce their chances of joining the 
EU—let alone NATO. 
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Beached 


BUCHAREST 


EFORM in Romania is beginning to 
look horribly difficult. On January 
14th the Social Democrats, the second-big- 
gest chunk of the ruling coalition, threat- 
ened to walk out of it, complaining that the 
prime minister, Victor Ciorbea, had let eco- 
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nomic reform run aground. Find another 
pilot by the end of March, they said—or 
they might sink the government. 

The Social Democrats are right to be fed 
up with Mr Ciorbea, a well-meaning ex- 
union boss who seems overwhelmed by the 
tasks facing his government. But they are 
no angels themselves. Fierce combatants in 
goverment squabbles, they have made mat- 
ters worse by provoking the crisis. 

Hopes were high 14 months ago when 
Mr Ciorbea and his allies defeated a gov- 
ernment of ex-communists and installed 
one bent on all sorts of reform. It started 
well. The party representing Romania’s 
Hungarian minority was brought into gov- 
ernment for the first time. Prices and the 
currency were freed—a painful but neces- 
sary measure that had broad public back- 
ing. Ambitious privatisation plans were 
rolled out. The World Bank and IMF prom- 
ised aid to get Romania’s crummy econ- 
omy moving. 

Then things began to go wrong. The gov- 
ernment has missed target after target set by 
the 1MF. Inflation has soared; money-eat- 
ing utilities and other state-owned compa- 
nies have not been revamped; a promised 
bank sale has not yet materialised. 

What happened? Mr Ciorbea rightly 
blames Romania’s vast and bumbling bu- 
reaucracy and coalition in-fighting. De- 
spite promising openness and compe- 
tition, the reformers turned decisions over 
privatisation into grubby disputes over 
spoils. Then, when the government began 
shutting down mines, the generous com- 
pensation extracted by laid-off miners 
pushed up inflation. 

But nor is Mr Ciorbea blameless. He 


No-confidence motion 
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presides over cabinet meetings that can 
drag on for 18 hours and finds it hard to 
stand up either to his underlings in the cab- 
inet, all of whom insist on approving every 
important decision, or to his old union col- 
leagues, who jib at privatisation and re- 
structuring. But he had begun, belatedly, to 
act. He took a brave risk in December when, 
to the irritation of many in his coalition, he 
handed a string of top jobs to non-party 
technocrats. He created a new super-minis- 
try to break the privatisation logjam. 

The Social Democrats are largely a party 
of ex-communist apparatchiks, many of 
whom became entrepreneurs and did 
rather nicely in the years after the fall of the 
communist dictator, Nicolae Ceausescu. 
Their leader, Petre Roman, is a well-coiffed 
wheeler-dealer who had Mr Ciorbea’s job 
in 1990-91 and fancies himself challenging 
the still-popular president, Emil Constant- 
inescu, in 2000. 

Mr Ciorbea’s National Peasants’ Party, 


by contrast, descends from a leading party 
of the pre-communist era and has strong 
ties to the old dissident movement. Mr 
Roman's followers regard themselves as 
professionals and the Peasants as, well, 
peasants. To Mr Roman’s chagrin, though, 
not many voters agree. Support for Mr 
Ciorbea has slumped, but opinion poll- 
sters suggest Mr Roman's party has fallen 
even more drastically, from 13% at the last 
election to a mere 4% today. 

What better way to restore the party's 
fortunes than to claim the prime minister's 
scalp? The trouble is that Romania may 
now become even less governable. The 
most hopeful possibility would be that the 
Peasants would dump Mr Ciorbea in fa- 
vour of a technocrat, perhaps the recently 
appointed finance minister, Daniel Dai- 
anu. Then Mr Roman would supposedly re- 
turn as an enthusiastic co-pilot of reform. 
But that looks unlikely. Quite apart from 
the fact that team-playing is not Mr Ro- 
man’s forte, it is far from clear that the Peas- 
ants will meekly surrender Mr Ciorbea. Mr 
Constantinescu, who comes from the same 
party, has so far firmly backed him. 

Other prospects look worse. If the Social 
Democrats pull out, the remaining parties 
in the coalition could limp along, just. But 
itis hard to see them putting the spark back 
in reform. A new election could have even 
more problematic results. Parties in the 
shrinking coalition could lose ground to 
ex-communists and to a resurgent right led 
by Vadim Tudor, a coarse nationalist head- 
ing the Greater Romania Party. No com- 
bination of parties might then be able to 
govern. Poor Romania. 








Milosevic plays the full Montenegro 


PODGORICA 


F YUGOSLAVIA’s president, Slobodan 

Milosevic, were sensible, he would 
swallow the inauguration of a foe as 
president of Montenegro, the mini- 
country which—with more muscular 
Serbia—makes up today's Yugoslavia. Mr 
Milosevic would then help his allies in 
Montenegro’s coming parliamentary 
election, and set about the political 
poker at which he excels. 

But Yugoslavia’s president is not be- 
ing sensible. Rather than accept Milo 
Djukanovic as Montenegro’s new top 
man, due to take office on January 15th, 
he has apparently swung behind his 
long-time crony, the defeated president, 
Momir Bulatovic. On the eve of the in- 
auguration, Mr Bulatovic led a mob to- 
wards Mr Djukanovic's offices in Pod- 
gorica, Montenegro’s capital, then 
disappeared. Clashes between police 


and some 8,000 demonstrators armed 
with guns and Molotov cocktails left at 
least 40 injured, some badly. 

What is Mr Milosevic’s plan? Mr 
Djukanovic’s election annoyed him, for 
sure. Though tiny, Montenegro wields 
disproportionate influence in Yugosla- 
via's federal government, 
where Mr Milosevic is try- 
ing to consolidate power. 
Mr Djukanovic, who fa- 
vours more economic 
and political reform than 
Yugoslavias boss can 
stomach, might insist on a 
free hand in Montenegro 
as his price for giving his 
support. 

Instead, Mr Milosevic 
may seek a pretext to im- 
pose a state of emergency 





Bulatovic won't quit 


in Montenegro. Hard to see why, though. 
The local police seem loyal to the new 
president, while most of the Yugoslav 
army wants to keep out of the argument. 
Mr Milosevic has enraged the United 
States, which had angrily warned him 
against blocking the inauguration. Yethe | 
will find ithard tosurvivewithoutAmer- | 
ican help. Yugoslavia sorely needs access | 
to foreign capital. Without cash, unrest 
in Serbia—his power-base—could grow. | 
Transport workers have | 
been striking against non- | 
payment of wages. Other 
workers could follow suit. 
Montenegro s vio- | 
lence could spill over into | 
the volatile Serbian prov- 
ince of Kosovo. Mr Milos- 
evic may be poised to 
bash separatist Albanians 
there. A smell of violence 
is infusing the fringes of 
nervous Mr Milosevic’s 
shrinking empire. 
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joys the grand-old-man status. He 


WO scenes from recent European summits. One, Amster- 

dam last June, two o'clock in the morning, after a long day of 
wrangling over a new treaty: Jose Maria Aznar, the Spanish 
prime minister, suddenly demands a guarantee that Spain will 
be compensated if it ever gives up one of its two European com- 
missioners. Helmut Kchl, the German chancellor, wearily gath- 
ers up the bits of paper on the table and fashions yet another 
revised draft: inelegantly worded, but enough to do the trick. 
Two, Luxembourg in December, late afternoon after hours of 
quarrelling with Britain's Tony Blair over an informal euro-x 
club of finance ministers from single-currency countries. Mr 
Kohl abruptly cuts things short by proposing a simple text. All 
sides are suddenly, for the moment, just about satisfied. The 
meeting is over. 

There is no argument about who 
is the big man in Europe. Mr Kohl is 
not just the leader of the biggest 
country with the biggest economy; 
he is also by far the longest-serving 
European head of government. In- 
deed, having been in office since 
1982, he outranks by nine years his 
nearest rival, the Belgian prime min- 
ister, Jean-Luc Dehaene. Mr Kohl is 
the sole survivor fron: the 12-strong 
crew at the 1991 Maastricht summit 
that first embarked on Emu. When 
summiteers are in doubt or disagree- 
ment--the normal state of affairs— 
all eyes naturally turn to the bulky 
figure of the federal chancellor, as 
Europe's main engine driver. - 

Though he was  decidedly 
grumpy in Amsterdam, Mr Kohl en- 


may not be the sharpest-witted of 
men, but he has a long familiarity 
with most EU issues. He has a re- 
spected team, led not! by Klaus Kink- 
el, his unpunchy foreign minister, 
but by Joachim Bitterlich, his chief 
foreign adviser in the chancellery. 
And his stamina for Europe's habitual late-night meetings seems 
undented despite some recent health scares. For journalists, a 
highlight of European summits is the chancellors post-prandial 
briefing-and-brandy that often lasts until two in the morning. 
There is more. Think of the big issues that confront the Euro- 
pean Union: the single currency, expansion eastwards, agricul- 
tural policy, changes to the regional funds, a new budget deal, 
institutional reform, a possible new trade round. This long list 
means that what happens in 1998-99 could well decide the 
Union's long-term shape. And in every instance, one country 
matters most, because it is the keenest advocate or (more often, 
these days) the biggest opponent: Germany. It is little wonder 
that many diplomats in Brussels reckon that the main event of 


the year will not be such set-pieces as the opening of talks with 


EU applicants in March or the choice of single-currency mem- 
bers in May. It will be the German federal election in September, 


when Mr Kohl will be seeking a record fifth term. - 


If you go by current opinion polls (which have often been 
misleading in the past where Mr Kohl is concerned), he may well 
lose. A new German chancellor would, at the least, bring an ele- 
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Helmut Kohl, weary driver 





ment of uncertainty to European affairs. But even if Mr Kohl 
wins again in the autumn, there are doubts about his appetite 
for pushing “the European project” forward. Could the chancel- 
lors engine be running out of European puff? 

At least he seems likely to reach his most sought-after destina- 
tion, the single currency. Having seemed reluctant at Maastricht, 
he has for the past few years been EMU's most tireless cheer- 
leader: remember his suggestion that monetary union could be 
a “matter of war or peace” in the next century. He has had to 
contend not just with scepticism across Europe but also deter- 
mined opposition at home, with the German public consis- 
tently hostile to sacrificing its cherished p-mark for the euro. 
This week saw four professors formally put a case against the 
single currency before Germany’s 
Constitutional Court. 

It is a different matter for the rest 
of the European agenda. Germany 
has long been keen on bringing east- 
ern newcomers into the Eu, but its 
enthusiasm often stops at letting in 


dary gets a special German nod 
mainly because it helped bring 
about German unification. The rest 
of the applicants excite Germany 
much less. Mr Kohl is loth to let in the 
Turks. And now an even bigger prob- 
lem has hit the German conscious- 
ness: who should pay for it all? 

The bill will come in two forms, 


Germany these days is strapped for 


more vigorously at paying its current 
two-thirds of all net contributions to 
the EU budget. Many German politi- 
cians—including, privately at least, 
Mr Kohl—have started to demand a 
British-style budget rebate. Why 
should Germany pay the lion's share 
for expanding the club as well? 

The second is internal Eu reforms, notably to the common 


agricultural policy and to the Union's institutions. Germany, the- 
land of the part-time farmer with ten cows and a BMW, has pre- 


dictably cast itselfas the biggest opponent of agricultural reform, 
and especially of price cuts for farmers, even though a big part of 
its budget contribution is attributable to high EU farm spending. 


More surprisingly, at Amsterdam Mr Kohl also set his face firmly « 


against more majority voting in the EU, especially in such sensi- 
tive areas as immigration, asylum and foreign policy. All in all, 


Mr Kohl at Amsterdam flanked by an even gloomier Jacques. 


Chirac, recently humiliated by his own electorate—painfully 
lacked his customary European zeal: hence, to quite a degree, the 
summit's dismally unsettled outcome. 

This worries Euro-enthusiasts, Is the new generation of Get- 


mans less inspired by Europe, readier to fight for national inter- | 
ests, less keen to foot the bills? Even a re-elected Mr Kohl might 


not fend off this new mood. How ironic if, as his swansong, the 


big man of Europe turns out not to herald a triumphant march | 
towards a federal Europe but finds himselfhumming the discor- 


dant tune of that erpenssinpe old animal, the nation-state. 
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its immediate neighbours, Poland - 
and the Czech Republic, while Hun- 


both unpalatable. The first is money. 


cash; not surprisingly, it jibs ever. 
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BRITAIN 


The end of the beginning 


BELFAST 


The outlines of a peace settlement for Northern Ireland are emerging 


HIS week the British and Irish prime 

ministers agreed on a joint agenda for 
peace talks in Ulster. Crucially, neither of 
the two parties whose agreement to any set- 
tlement is crucial to its success walked out. 
The Ulster Unionists, led by David 
Trimble, and the rRA's political wing, Sinn 
Fein, are both still on board. Things could 
now move fast. Tony Blair has said he 
wants to stage a referendum on peace pro- 
posals in Northern Ireland by May. 

So far, the process is clearly being 
driven by the British and Irish govern- 
ments. After 19 months of wrangles and 
stalemate, it was clear the participants in 
the talks could not even agree on an 
agenda. The two governments claimed that 
the "heads of agreement" they set out on 
January 12th derived from all the partici- 
pants. In fact, they were essentially a one- 
page condensation of the "framework" 
document published in February 1995 by 
the previous British and Irish governments. 

The "heads of agreement" point to à 
peace settlement based on three main ele- 
ments: a new elected assembly to exercise 
devolved government in Northern Ireland; 
cross-border bodies to provide adminis- 
trative links between the Irish Republic 
and Ulster; and an “inter-governmental 
council", which would involve represen- 
tatives from London and Dublin, as well as 
the devolved assemblies in Northern Ire- 
land, Scotland and Wales. Each part of the 
package is designed to appeal to particular 
interests. For nationalists, the north-south 
links are the crucial element; for unionists, 
itis the east-west links between Britain and 
the island of Ireland that matter. Taking 
these elements one by one: 

*The inter-governmental council. Al- 
though the basic elements of the frame- 
work document are still there, both sides 
have already scrutinised the brief text of the 
new proposals like palaeontologists poring 
over a fossil record. Mr Trimble has 
pounced on the fact that the framework's 
Anglo-Irish inter-governmental council 
now has added Scottish and Welsh ele- 
ments, as well as representatives from the 
new Northern Ireland assembly. This is a 
“Council of the Isles", crowed Mr Trimble, 
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employing a phrase beloved by unionists. 
But the two governments did not use 
this language, and no one else, including 
republicans, seems to think the council will 
amount to much. The unionist politicians 
who refuse to take part in talks, led by lan 
Paisley, the Democratic Unionists’ leader, 
also rubbished the proposed council as a 
fraud and pointed to the fact that the pro- 
posals only mentioned meetings “twice a 
year at summit level”. How the council 
would actually work is not clear; nor is it 
clear how the proposal will look after nego- 
tiation, or more probably after it is elabo- 


All eyes on Sinn Fein 


rated in yet another joint Anglo-Irish gov- 
ernment paper. 

e The Assembly. Both nationalists and 
unionists are ambivalent about a Northern 
Irish assembly. The assembly as proposed 
would be elected by proportional represen- 
tation, would have provisions to ensure 
that all sections of the community could 
participate (to ensure that it could not be 
dominated by a Protestant majority), and 
would exercise "executive and legislative 
responsibility" over "at least" the matters 
now dealt with by Northern Ireland's civil 
servants. Unionists have resisted devolu- 
tion of power because they know it would 
have to be shared with nationalists. But na- 
tionalists dread renewed unionist domina- 
tion. Again, the details will be crucial. 


* North-south bodies. An assembly with 
real power will be necessary, however, if it 
is to send ministers to the proposed north- 
south ministerial council, which national- 
ists want and which unionists dislike. The 
framework document said that ministers 
in an assembly would have a “duty of ser- 
vice" in a north-south body. The new docu- 
ment has no such proviso. 

Another omission that particularly 
worries Sinn Fein is the concept of “harmo- 
nisation". As spelled out in the framework 
document, this provided scope for cross- 
border institutions to “harmonise” legisla- 
tion and government practice. "Harmoni- 
sation" suggested that the two parts of 
Ireland would gradually grow together. The 
moderate nationalist spLP are as keen on 
that idea as republicans and as worried pri- 
vately by the new, stripped-down version. 
But the spLP' negotiation strategy de- 
mands that it make at least a public show of 
approval for anything the Irish govern- 
ment has endorsed. 





The “heads of agreement" should be re- 
garded only as an outline of an acceptable 
settlement, according to the British and 
Irish governments. But at least there is now 
a new focus and the two most difficult sub- 
jects have been tackled, the Northern Ire- 
land assembly and cross-border arrange- 
ments. Leaders on both sides can confront 
their followers with a reminder of how the 
two governments see the essential issues. 

Unionists still fear that any govern- 
mental institution linking Belfast and 
Dublin is a step towards a united Ireland. 
But it is clear that Mr Trimble wants to stay 
at the talks. It is also clear that whatever 
their discomfort Sinn Fein do not want to 
walk away from negotiation. 

Before the IRA ceasefire, republican de- 
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and but they accept the likelihood of a 
x "intermediate" stage— 



































-"transitional" or 
‘something like the harmonised north and 


Politics 


‘Three's company 


the millennium man 


€ T guy is doing a tremendous job 
Eh for Britain,” insists Tony Blair. “You 
-. goto these international forums and he isa 
key player, they listen to him.” The “guy” in 
question is Robin Cook, the foreign secre- 
tary, who for months has been enduring 
that most quintessentially British event, a 
sex scandal. But while British journalists 
gloat over the details of Mr Cook's marital 
infidelities, it was an Italian newspaper 
-that pointed to the real question mark over 
he foreign secretary. As La Repubblica re- 
marked drily, “The British press's obses- 
ion with sex scandals seems to have made 
‘them forget the real problem—that Cook is 
bored by foreign policy.” In other words, 
the guy" may not be doing such a tremen- 
lous job after all. 
( Mr Cook will doubtless survive the cur- 
rent storm over his personal morality. 
. When he announced last August that he 
. was leaving his wife of 28 years, Margaret, 
. for his secretary, Gaynor Regan, the press 
. made little fuss. The suggestion this week 
that Mr Cook had had several affairs dur- 
ing the course ofhis marriage, allowed Brit- 
ish newspapers to indulge themselves with 
headlines such as "Cookie's Nookie" and 
- “Romeo Rascal Robin". But, without fresh 
details, the. M will moni fade. 
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he real breakthrough this: week has 


Northern Ireland that republicans are 
locked into talks as securely as the Ulster 
Unionists appear to be. 





^ ; -Political problems beset some of Tony Blair's most senior ministers. The next 
-three articles examine the travails of the foreign secretary, the chancellor and 


British diplomats. What does worry some 
of them, however, is the suggestion that 
their boss is not terribly interested in his 
job. Despite the fact that the Foreign Office 
is traditionally regarded as one of the three 
great offices of state, it has long been an 
open secret in the Labour Party that Mr 
Cook would have preferred a high-profile 
domestic portfolio—preferably the Trea- 
sury, which is occupied by his arch-rival, 
Gordon Brown. 

Mr Cook's close colleagues insist that 
diplomacy has grown on him, and that he 
now relishes his work. Nonetheless, in re- 
cent weeks he has flirted fairly publicly 
with abandoning Westminster and the For- 
eign Office in favour of a career in the new 
Scottish parliament. Although Mr Cook has 
now rejected this idea, it underlined the 
notion that foreign affairs do not particu- 
larly fascinate him. 

Some of Mr Cook's officials grumble 
that their new master, while intellectually 
acute and quick on the uptake, is a bit lazy. 
By the Stakhanovite standards of previous 
foreign. secretaries he likes his holidays 
long and his memos short. Mr Cook's de- 
fenders say that this is all part of a delib- 


_ erate strategy. The foreign secretary is deter- 


mined not to be buried under a pile of 
SIBIOmatie telegrams and ministerial red 
boxes. He needs time and 
space to brood about big 
strategic questions. 

But on the biggest stra- 
tegic question of all—Eu- 
rope—Mr Cook has adopt- 
ed a rather low profile.One 
visitor to hisoffice was star- 
tled to be told that the for- 
eign secretary felt that he 
was being "over-briefed" 
on Europe: he wanted to be 
told more about Asia. The 
most pressing question fac- 
ing Britain—whether and 
when to join a single Euro- 
pean currency—is regard- 
ed by the Blair government 
as primarily an economic 
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been a dawning realisation throughout 


question. This, combined. 






beeti the Treasury, rather than the Foreign’ i 
Office, that has made most of the running. 
on Europe. * 

One group of area specialists seems to 
feel particularly short-changed in the Cook 
Foreign Office: the Arabists. Nine months 
into his term in office, Mr Cook has yet to 
make a trip to the Middle East. Two sched- 
uled visits have been cancelled. Mr Cook's 
aides say that a new visit has now been pen- 
cilled into his diary and blame pressure of 
work for the earlier cancellations. A letter 
writer to the Daily Telegraph, however, 
suggested an alternative explanation: "Pre- 
sumably the foreign secretary will not be 
able to visit Saudi Arabia with his concu- 
bine,” harrumphed a Mr Blagden of Hen- 
ley-on-Thames. "They stone adulterers to 
death there." 





The chancellor 
Gordon, his true 
story 


'OOKS that tell all about the inner 
machinations of governments do not 
usually appear until after a minister has 
been thrown on the scrap-heap. At that 
stage, discarded ministers typically be- 
come anxious to get their version of events 
into print before their equally washed-up 
rivals and while publishers are still willing 
to pay for it. 

So it seems extraordinary that Gordon 
Brown, the chancellor, and his acolytes” 
should have helped Paul Routledge, a po- - 
litical journalist, with a revealing biogra- 
phy he has written of Mr Brown (Simon & - 
Schuster, £17.99). This is no mere recount- 
ing ofa glittering career, Its central point is- 
that Mr Brown did not much care for the 
way Tony Blair trampled over him in his 
rush for the Labour Party ciem after : 
John Smith died in 1994. 7 

The book makes much of the suspicion 
and resentment in the “Brownie” camp at ` 
the tactics employed by the Blairites, which 
allegedly include fostering rumours that 
Mr Brown is a closet homosexual (he is not, 
as the book’s parading of ex-girlfriends am- 
ply shows). It also gives much space to all 
Mr Brown's pet hates, which turn out to be 
principally his colleagues: such as Robin 
Cook, the foreign secretary; John Prescott, 
the deputy prime minister; and Peter: 
Mandelson, the minister without portfolio. 

So what? All this and more was well. 
known to MPs, journalists and other West- 
minster hangers-on. But the book is stilt- 
dangerous to the government for two rea- 
sons, First, it may encourage people to be- 
lieve that an embittered Mr Brown is bid- 
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ing his time until he can exact revenge by 
ousting Mr Blair. In fact, while Mr Brown 
‘still harbours ambitions to become prime 
‘minister (he is hardly unique in that re- 
spect), his relationship with the prime min- 
ter is nevertheless a lot closer than many 
other chancellors have enjoyed. “You can- 
yt be with Gordon for an hour without 
him phoning Tony or Tony phoning him,” 
ys a cabinet colleague. 
The second danger is that the book 
brings into the open all the bitchy West- 
nster gossip about Messrs Blair, Brown 
Co in the same way that a book by An- 
rew Morton about Diana, Princess of 
les laid damagingly bare all the loves, 
atesand jealousies within the royal family 
had hitherto been known only to a 
i group of courtiers. 
This gives the media and the voters a 
new way of judging the government's ac- 
tions—not whether a policy is good or bad 
for Britain, but whether it represents a vic- 
| tory or defeat for this or that ministerial fac- 
tion. That is the kind of in-fighting which 
helped to bring down the Tories. If this 
really turns out to be how Mr Blair's govern- 
ment. conducts itself, Mr Routledge will 
have done a great job for the voters, and a 
lousy one for Mr Brown. 







































The minister without portfolio 


Mandelson's 
odyssey 


F ALL the unexploded bombs inher- 
ited by Labour, none is potentially 
“more lethal than the £750m ($1.2 billion) 
-Millennium Dome now under construc- 
-tion in the wastelands of south-east Lon- 
:don. In retrospect, it seems rather unchari- 
ble of Tony Blair to have handed this 
articular explosive device to Peter 
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Mandelson, the minister without portfolio. 
At the time of Mr Mandelson’s appoint- 





ment, giving him control of the Greenwich 
extravaganza was widely seen as a thank- 
you for his successful burnishing of Mr 
Blairs image in the run-up to the general 
election. It would be ironic if the master 


spin-doctor’s reward ended up destroying 


his own reputation. 
The resignation of Stephen Bayley, the 


creative director of the Millennium Dome, 


has certainly not helped matters. Mr 


Bayley's complaints of political interfer- 


ence, and his bilious comments about Mr 
Mandelson's "East German" style of man- 
agement, strengthen the impression that 
the project is perilously close to turning 
into a political nightmare. 

Almost from the moment of its incep- 
tion as the centre-piece of Britain's millen- 
nium celebrations, the huge gleaming per- 
spex dome has attracted criticism. It began 
as a leap of faith. Its architect, Richard Rog- 
ers, famous for designing the Pompidou 
Centre in Paris, describes the dome as “a 
huge umbrella—an odyssey into the fu- 
ture". Precisely what to put under the um- 
brella, nearly 1km in circumference, is still 


unclear. “It’s a fantastic site and it's going to 
be quite wonderful but don't ask me how,” 
says Michael Heseltine who, as deputy 


prime minister in the previous govern- 
ment, was the project's initial booster. 

While in opposition, Labour leaders 
were sceptical about the project; once in 
government, they were suddenly con- 
verted. Selling the dome to the public, how- 
ever, has proved more difficult than selling 
New Labour. The British remain incurably 
suspicious of French-style grands projets. 
Of 31,000 BBC listeners who responded to a 
phone-in poll last summer, 95% 
opposed the dome. A more recent 
NOP poll suggested that 80% still 
believe it should be scrapped and 
the money spent elsewhere. 

Mr Mandelson accepts that 
his reputation is at stake. But he 
shows no sign of nervousness. 
^We are going to lead the rest of 
the world,” he says defiantly. 
There are echoes here of his re- 
doubtable grandfather, Herbert 
Morrison, who was responsible 
for the successful 1951 Festival of 
Britain. But that was located in 
the centre of London at a time 
when the country was eager to 
mark its emergence from the aus- 
terity of war. It also cost a quarter 
in real terms of the amount being 
lavished on the dome. Can a tem- 
porary structure on a wind- 
swept, desolate and distant site, 
poorly served by public trans- 
port, possibly hope to capture the 
same spirit of national celebra- 
tion? Mr Mandelson has no 


doubts: “ | 


. to call it, will be a live performance based 


departure of Sir Cameron Mackintosh, t 














































ous building i in nthe world. € | 
Showcase for the country," | 


will go on display. They will c centre on 

theme of time, and will cover a wide range 
of human endeavour brought to life 
huge video screens, laser beams and 10 
foot-high structures wreathed in clouds o 
carbon dioxide. The other part of the “mil- 
lennium experience", as the organisers like 








on a journey through time. Originally this. 
was meant to be staged with a huge cast ina 
modernistic theatre, whose walls would © 
have risen around the 12,000-strong audi- 
ence. But this ambitious plan has now been - 
scrapped as too expensive, resulting in the 


show’s producer and a millionaire im 
sario. Instead there will be a more modest 
one-hour show performed iiec tim: 


tainly, it will be hard tospend £750m wi 
out making some impact. But oddly, gi 
his reputation as a master of publicity, 
Mandelson's association with the do 
may not be helping matters. After yeat 
media manipulation, he has accumul: 
plenty ofenemies. = 
Still, as Mr. Blairs devoted ima 
maker, Mr Mandelson might be cheered by 
one side-effect of all the bad headlines he 
and Messrs Brown and Cook have been at- 
tracting. They make Mr Blair look states- 
manlike by- comparison.: “Underlings ; 
flounder, while Blair brings peace to Ulster 
and reforms welfare state,” isa storyline t to 
please any aon 
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liam Hague, the new Tory leader, 


Up for Portillo 


ERE you still up for Portillo?” On May 2nd, the morn- 
ing after the general election, this phrase was so often 
repeated that it became the title of a book as voters recalled the 
vignette which encapsulated the scale of the democratic change 
they had just instigated: the defeat at Enfield Southgate in the 
small hours of Michael Portillo, the darling of the Tory right and 
hate figure of the libera/-lett, by Labour’s Stephen Twigg on a 17% 
swing. In that moment, one budding political career leapt for- 
ward while another was damaged, perhaps fatally. 

The ways of politics are strange. Eight months on, it looks 
entirely possible that the damaged career is Mr Twigg sand that 
Mr Portillo may yet snatch victory from defeat. 

in Mr Twigg's case, the argu- 
ment is straightforward. Clever, 
charming and energetic, Mr 
Twigg, whois 31, stands out among 
a rich intake of new Mrs. But he 
will need to defy politica! gravity 
to hold his seat at the next general 
election. By his mid-30s he is likely 
to be out of Parliament while rivals 
clamber upwards. | 

With Mr Portillo, matters are ~_ 
more complicated. Famously, 
Winston Churchill's wife com- 
forted the great man after his 1945 
election defeat by telling him it 
was a blessing in disguise: "At the 
moment it seems pretty effectively 
disguised,” Churchill replied. 

So it must have seemed last 
year to Mr Portillo. Asa non-MP, he 
was barred from standing in the 
summer Tory leadership election 
which he had thought himself 
well-placed to win. | 

But Mr Portillo does enjoy 
blessings nonetheless. One is his 
personal morale. Apart. from Wil- 
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those members of the last cabinet 
who survived the massacre are 
shrunken creatures. With Tony 
Blair's government still riding high, their carpings at its actions 
make little impact. Daily, they are reminded of their former 
pomp as they look across the House at the new ministry; daily, 
they are reminded that they failed. A politician feels about losing 
office roughly the same way as the average person feels about 
losing a spouse. Mass bereavernent makes the Tory benches in 
the Commons deeply depressing. 

Mr Portillo has also had his mourning to do. The man who at 
Christmas in 1996 was responsible for the British army was at 
Christmas in 1997 "alid buying tin soldiers for his collector 
brother. But he has his consolations too: an undemanding post 
with an oil company; joli y broadcasts to make about this and 
that; time to think and space to read. 

Mr Portillo is free in another sense too: free of collective 





 shadow-cabinet responsibility for Tory policies. Naturally, he 
‘does not wish to appear to undermine his new leader. Even in 


his speech on Europe on January 14th to the Institute of Eco- 
nomic Affairs, he went out of his way to support him. But the 
speech, anarticulate attack on the single currency, was able to be 
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more forthright than anything his leader can offer. 

Mr Hague knows that his party is split over whether a Euro- 
pean single currency is or is not a constitutional affront, so, de- 
spite his own passionate views, he has hung his argument 
against it on economics, Mr Portillo is under no such inhibition 
so he hangs his argument principally on sovereignty. Mr Hague 
does not want to provoke his Europhiles into splitting, and so 
rules out the single currency only for the duration of the next 
parliament. Mr Portillo is not duty-bound to put unity first, so he 
prefers not to time-limit his opposition. Ifa single currency hap- 
pens and is a success, he has plenty of time to change his mind. 

More speculatively, Mr Portillo’s defeat may turn out to de- 

liver a bigger blessing still: a better 
chance of becoming Tory leader. 
Philip Cowley of Hull University, 
who has been studying the Tory 
leadership contest, has been struck 
by Mr Portillo's lack of popularity 
among Tory MPs. As they were the 
only ones with a vote in the con- 
test, Mr Portillo might have lost— 
or even been humiliated. 
In future, however, under party 
reforms just approved by Tory 
.MPS, the ultimate choice of leader 
is to be taken from them. Hence- 
forth, it will fall to a vote of Conser- 
vative Party members in the coun- 
try. Mr Portillo, whose skills on the 
rubber-chicken circuit are legend- 
ary, stands well among such mem- 
bers. There is a long way to go, but 
if Mr Hague fails as leader, Mr 
Portillo could yet be a formidable 
candidate for 
among the new electorate. 
Of course, Mr Portillo still has 
many difficulties to overcome. Mr 


He is installed as leader, and pop- 
ular with his party. He will go 
through hell between now and the 
election, probably only to lose, but 
ifhis will survives, defeat might not be terminal. 


Moreover, Mr Portillo has to get back into Parliament. Ideally. . 


he wants to be selected for a mid-term by-election, or failing that 
a rather safer Tory seat than Enfield, though he is keeping in 
reserve the option of fighting again there if all else fails. The right 
seat at the right time is far from certain to come up. 

In the mean time, he has to strike some difficult political bal- 
ances. He has to preserve a distinctive position while remaining 
broadly loyal to Mr Hague. He has to keep his charisma without 
reviving his reputation for extremism. He must cultivate his 
newly acquired modesty while still remaining a figure of inter- 
est to the media and his party. 

All this will test his nerve and skill. But if ever there was.a 


parliament for a Tory to sit out, it is this one. If ever there wasan 
election not to lead the party into, it is the next one. Tony Blair 
harvested what Neil Kinnock, a Labour predecessor, sowed. Mi- 
chael Portillo could yet harvest what William Hague sows. Those 
who were up for Portillo may have witnessed a disguised. bless- :: 


ing which ultimately proves the making of a prime minister. 


the succession - 
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Hague is young and personable. 
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Graduate School of 
Business Administration 
University of Virginia 


. THE EXECUTIVE PROGRAM 
June 1 -July 10, 1998 




























op executives in Bins Week’ s Guide to dia Bea Execu-. 
tive Education Programs, is a challenging management | 
development experience based on participant- -centered 
i 





l learning and built on a foundation comprised of the follow- 
Jing three fundamental elements: 

fe A highly integrated curriculum. 

{° Team-oriented learning. 

: * zo faculty commitment. 








MANAGING CRITICAL RESOURCES 
February 23—March 6, 1998 * May 4—15, 1998 « 
July 13—24, 1998 * October 12-23, 1998 





| An intensive decision-oriented general management program 
qin which participants: 
* Learn to develop the integrative perspective of general 
| management through comprehensive case studies requiring 
| examination, understanding, and reconciliation of operating 
~ issues. 
* Enhance their capacities for examining and acting upon 
organizational issues and for influencing others to change. 
* Strengthen their abilities to work effectively in teams, 
analyze complex business decisions, and develop realistic 
plans. 





Yes! Send me more information. Check the appropriate box(es) and fax/mail to: Executive Education * The Darden School 
Foundation * University of Virginia « PO. Box 6550 « Charlottesville, VA 22906-6550. Phone: 804-924-3000 « Fax: 804-982-2833 « 
Email: Darden_Exed@Virginia.edu « Home Page: http://www. darden. virginia.edu/execed/ 


Company. er ee Ter eer eee iene anne a oe eee 
PE OS SNR ta och aang cee cca eee Ro nie scp actus aac EE ANEA ca ig ce ETE 
Zip/Postal Code. 








© DEVELOPING MANAGERIAL EX CELLENCE: 
A PROGRAM FOR HIGH-POTENTIAL MANAGERS — 
March 15—April 3, 1998 * November 1-20, 1998 





The issues, goals, and analytical tools of the major functiona 
areas of management are developed and applied in settings. 
similar to the typical assignments faced in the workplace. 
This program provides the participants with the tools 
a ere ay to meet the challenges of: 
* Developing integrated functional area plans and Oe 
corporate assets. 
* Building and managing teams effectively. 
* Developing influence in the absence of direct authority. 
* Managing in new and unfamiliar situations. 


© STRATEGIC EVOLUTION AND REVOLU TION 
IN THE AMERICAS — l 
April 26-May 1, 1998 (Module I), Mexico 
June 21-26, 1998 (Module II), Canada 


Developed by faculty representing. the Darden Graduate 
School of Business Administration, the Richard Ivey School : 
of Business, the University of Western Ontario, and the 
Instituto Panamericano de Alta Direccion de Empresa 
(IPADE), this unique and innovative program is designed to 
help executives develop successful strategies for expansion ` 
and integration in the Americas, 


SUC REAN RORIS 


Requires a Global Advisor for the Disinvestment / 
Strategic sale of GOl’s shareholding in 


Modern Food Industries (India) Limited (MFIL) 





The Government of India intends to initiate disinvestment/strategic sale of its 50% shareholding in MFIL and proposes to 
appoint a Global Advisor (GA) to advise and assist it. 

MFIL is the single largest food processing company, wholly owned by the GOI, with manufacturing capacity of | 
(269 million standarc loaves of 400 gm) nutritionally fortified foods (45000 MT), extruded foods (1500 MT), and fruit juice/ x 
drinks (191 lakh litres) at its own 17 units, spread across the country, located at Ahmedabad, Bangalore, Bhagalpur, 
Calcutta, Chandigarh. Chennai, Cochin, Delhi (3 units), Hyderabad, Indore, Jaipur, Kanpur, Mumbai, Faridabad, 
Hanchi and 20 franchised and 4 ancillary units, having popular 'MODERN' brand for its various breads. 
The Company reported annual turnover of INR 166.82 crores (US $ 42 million) & networth of INR 30.19 crores 
(US $ 8 million) as on 31st March, 1997. 

The responsibilities of the GA will broadly cover assessment and valuation of MFIL, suggesting measures to enhance 
sale value, preparing a detailed information memorandum, marketing of the sale, inviting and evaluating the bids, negotiating 
with prospective strategic alliance partners, drawing up the sale agreement and advising on post sale matters. 


cuimission of Expression of interest 


Internationally reputed merchant/ : 3. Details of material pending bid evaluation and negotiations. 
investment banks, consulting firms  : litigations and contingent : 5. Experience in Capital Market 
and financial institutions with : liabilities, if any, that could transactions including strategic 
expertise in privatisations/strategic — affect the performance ofthe — : sale in Government, Quasi- 
sales are invited to submit Bidder under this mandate, as : Government and Private Sector 
Expression of Interest for selection - atso details of any past separately indicating the 
on or before February 10, 1998 litigations against the : quantum of funds raised. 
with the following details : sponsors/partners. | à HMM NE 
PR er j n . 6. Expertise including in R&D, 

1. Full particulars of the _ . 4, Details of similar transactions — : relating to the Food Processing 

constitution, ownership and (Government, Quasi- ; sector. 

main business activities ofthe — : Government and Private 
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Prospective GA (Bidder) : Sector separately) executed/ : E Bugs decane of us 
covering, inter alia, its global under execution by the Bidder  : pa eS tn MARE Sae 

a operations including presence —- in Food Processing or similar — : transaction. 

m in India. | sector. This should cover the : 8. In case of Consortium Bids, the 
U 2. Unabridged Annual Reports or | role played by the Bidderin — name of the co-ordinating Firm 
a the last three years. transactions, marketing and — : the mandate. 
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5 he above particulars should be provided year-wise (wherever applicable) for the last three years and separately for 
a transactions in respect of india. — 
p Bidders shall deposit, along with their Expression of Interest, a non-refundable earnest fee of INR 20,000 (or US $ 
$ equivalent) by way cf Demand Draft payable at New Delhi in favour of Modern Food Industries (I) Limited. GOI reserves 
a the sole right to accept or reject any or all Expressions of interest without assigning any reasons therefor. 
i All potential bidders are requested to approach for details and send their Expression of Interest to Industrial Development 
a Bank of India (DBI), Consultant to the GOI in selection of GA, at the following address : 
= General Manager 
[ Industrial Development Bank of India 
- | Capital Market Division 
14th floor, IDBI Tower, Cuffe Parade, Mumbai - 400 005. Tel: 91-22-21 
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That sinking feeling 


HONG KONG AND LONDON 


Will Asia’s woes force a downturn in the aviation business? The first article 
looks at the airlines at risk, the second at the aircraft makers 


ROM row 68 on Cathay Pacific flight cx 

719 between Hong Kong and Jakarta, 
the Asian airline industry looks in a sorry 
state. The 747 is equipped for affluent busi- 
ness travellers, with multi-channel! enter- 
tainment systems and glossy magazines. It 
is also almost entirely empty. Only 16 of the 
160 seats in the rear section are occupied 
and the cabin staff are playing cards in the 
galley. “It’s been like this ever since the 
Hong Kong handover,” sighs a bored flight 
officer who wanders back for a chat. “Some 
days it’s even worse.” With revenues far be- 
low budget, the airline’s managing director 
has warned of staff cuts. 

Cathay Pacific is not alone. Across the 
region, airlines have been battered by Asia’s 
economic upheavals. For months 
Garuda Indonesia left Boeing 
stranded with some jets which it 
had ordered, but could not af- 
ford. On January 13th Garuda ad- 
mitted that, after the latest crash 
in the country’s currency, it had 
stopped lease payments on six 
new Airbus A330s which are al- 
ready in service. Anywhere else, 
such a sign of desperation would 
have set the liquidators circling, 
but in Asia’s stricken airline busi- 
ness nobody wants to start a rush 
for the exit. 

The bad news is all around. 
By market capitalisation, Korean 
Air is now worth less than three 
of its fleet of 45 747s; it has sold 
five jets in the past month merely 
to service its debt interest. Austra- 
lia’s Qantas has issued a profits 
warning and, like Air New Zea- 
land and Ansett, another Austra- 
lian airline, it has stopped flights 
across the region. The boss of Ja- 
pan Airlines (which has anyway 
made little money in recent 
years) talks of “severe business 
conditions”. All Nippon Airways 
recorded a 28.9% fall in net profit 
in the six months to September. 
Currency devaluations have 
nearly doubled Malaysian Air- 


THE ECONOMIST JANUARY 17TH 1998 


lines’ debt and its net profit for the year 
ending September 30th fell by 83%. Thai 
Airways, which has seen a 40% drop in pas- 
sengers over the past six months, is likely to 
plunge into the red this year. Even Taiwan’s 
buoyant China Airlines, which has bucked 
the regional trend, is flying into a bumpier 
second half. 

All this is shocking, even for an industry 
used to recessions. With traffic growth of 
roughly 8% a year, Asia was until recently 
the airline industry’s great hope. When the 
industry lost around $15 billion in a reces- 
sion during 1990-94, it was Asia that pulled 
it out of the mire. This time last year ana- 
lysts were predicting that travel to and from 
Asia would account for about half of all air 





So long, happiness 


travel by 2010, double its share today. 

The mere fact of Asia’s recent devalua- 
tions was enough to destroy such opti- 
mism. About half the airlines’ expenses, 
such as fuel, aircraft and overseas mainte- 
nance, are in stable currencies such as the 
dollar. A modest decline in fuel prices in 
recent months helps a little, as do the air- 
lines’ dollar earnings. Even so, firms such as 
Korean Air, which is thought to be one of 
the most vulnerable, earn most of their 
money in their home country. In addition, 
as a result of the devaluations, the financ- 
ing costs of the record number of new jets 
on order has gone up by the equivalent of 
over $5 billion, according to rough calcula- 
tions by Keith McMullan of Aviation Eco- 
nomics, a London consultancy. This is 
equivalent to five years of pre-crisis profits. 

Worse still, demand has collapsed too. 
While the number of seats on Asian airlin- 
ers has been growing at around 7% a year, 
the growth of the region’s traffic slowed to 
barely 4% in the first half of last year—even 
before its currencies and stockmarkets 
plunged. This slowing was enough to cut 
the profits of Asia's 19 airlines for the year 
ended March 1997 by 25%. Alarmingly, Jim 
Eckes, the managing director of 
Indoswiss Aviation, a Hong Kong 
consultancy, thinks traffic 
growth in 1998 will be between 
1*6 and zero. 

Tourism has been particu- 
larly affected. The smog that hung 
over Asia in the autumn of 1997 
did not help Malaysia and Indo- 
nesia. Bird flu has hurt Hong 
Kong, as has the Japanese media's 
belated discovery that Japanese 
tourists are routinely over- 
charged in the territory. Even 
more damaging is that Hong 
Kong's dollar has kept its value 
while all other currencies in the 
region (except China's) have 
fallen. Over the past six months, 
Hong Kong has gone from Asia's 
most alluring shopping destina- 
tion to one of its most expensive. 
To cap it all, there has been the 
impact of continuing recession 
in Japan on traffic and revenues. 

Hong Kong's problems have 
affected the entire region. Five of 
the ten top routes within Asia are 
to the territory. Japan Airlines has 
seen Hong Kong traffic fall by 
5096 in recent months. And Ca- 
thay Pacific has seen passenger 
traffic between Japan and Hong 
Kong fall by 65%, helping to drive 
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“craft to long-haul flights to Bu 
America and Australia, where business is 
still relatively good. But those-flights are far 
less profitable than the regional ones, and 
will not do much for Cathay's profits. 

Similarly, Asia's problems could affect 
airlines everywhere. The American and Eu- 
ropean carriers that fly to Asia are anx- 
iously studying whether to maintain their 
services. Trafic between North America 
and Asia represents about 7% of all air 
travel; that between Europe and Asia a sim- 
ilar proportion. In both markets the traffic 
is shared equally between the Asians and 
the Europeans or Americans. Yet if other 
carriers cancel flights, the airlines will try to 
. place their aircraft on other routes, rather 
than leave them standing idle on the tar- 
mac. Chris Avery, an analyst in London 
with Paribas, a French investment bank, 
thinks aircraft will be diverted to the North 
Atlantic market, increasing capacity there 
by as much as 17%. That could lead to a 
price war on the international route where 
airlines make most of their profits. 

When the airline industry last went 
into recession, it was still regional. Thanks 
to some deregulation and the growth of 
global alliances among airlines, it is now 
. more international. Wherr demand is 
healthy, prosperity: spreads across the 
whole industry. But Asia is about to prove 
that when it is not, the reverse is true. 













Aircraft industry ae 


A boom ends? 


HE annual tussle between. Boeing and 

Airbus over which has sold more air- 
craft seems more than usually pointless 
l this year. Both have bulging order books. 
: Boeing has record orders for 1,744 aircraft 
ooh some $130 billion, while the Airbus 
consortium has 1,009, : orth. $44 billion. 
-And both claim to be selling the most aero- 
- planes. Airbus says its 438 &tm orders in 
1997 top Boeing's 432, whereas Boeing says 
its true total was 502. The real news is that 








"recent aircraft boom may be drawing to a 
depressing close. 


“the orders. on the duopoly’s books were 
placed by Asian airlines. Feur weeks ago 


. Commercial Airplane Group, was circling 
the globe asking half-jokingly for airlines to 
cut their orders to ease Boeing's over- 
stretched production. On January 14th he 
pine Airlines (PAL) said itplanned to cancel 
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orders for four Boeing 747-400 


“the pair will be fighting over a shrinking - 
market during the next five years. For the. 


Asia is the main worry. Almost a fifth of | 


Ron Woodard, the ebullient boss of Boeing — 


got what he said he wanted. when Philip- 








































jets. 
Publicly, both manufacturers declare 
that they are unaffected by Asia’s economic 
troubles. A few optimists, such as Chris 
Tarry, of Dresdner Kleinwort Benson, an 
investment bank in London, point out that 
more of the demand today is for replace- 
ment aircraft. Equally, the three boom years 
for aircraft orders in 1988-90 saw Jets equiv- 
alent to about half the world fleet being or- 
dered, whereas today’s order books repre- 
sent under a fifth, according to Boeing. 


However, most analysts believe that 
. more Asian airlines are quietly planning to 


follow PAL and cancel orders. They are 
caught between the rising costs of aircraft 
(see chart) and falling revenues. Cancella- 
tions could easily reach 100 jets if the trou- 
bles continue for much longer, enough to 
dent the market and weaken prices. Ana- 
lysts expect imaginative refinancing plans 
as manufacturers, leasing companies and 
banks keep sales moving, before cancella- 
tions mount later in the year. 

While Asia looms, both Airbus and 
Boeing are encroaching on markets that the 
other eyes jealously. The top of the jetliner 
range is ruled by Boeing with its monopoly 
aircraft, the 747. But Airbuses are getting 
bigger (though Asian uncertainties could 
yet weaken the business case for launching 
Airbuss own jumbo, the 500-600-seater 
A3XX). And Boeing has failed to find buyers 
for the new expanded and long-range ver- 
sions of its latest big aircraft, the twin-en- 
gined 777, which were supposed to replace 


thesmaller, older 747s coming to the end to 


their working lives. 


At the bottom, Airbus's TER to launch 


a regional jet with Chinese and Singapor- 


ean partners were stymied by Boeing. This 


week the American firm announced a re- 


gional jet of its own, called the 717, which is- 
: designed to carry between 80 and 120 pas- 
sengers. Boeing sees demand for 2,500 such - 


cially í in | America—exchange f 






props for smooth jets on short flights. 
Both aircraft makers are also distracted“ 
by organisational difficulties. Boeing will 
take several months to catch up with work 
delayed last October when production 
lines had to be halted because of a shortage 
of parts. The $2.6 billion write-off against 
profits the company has taken as a result of 
the delays also included higher-than-ex- 
pected costs in developing the newest ver- 


 sionsofits best-selling 737 narrow-body air- 


liner. For its part, Airbus is struggling to 
turn itself from a consortium into a proper 
company by next year. Progress had been 


blocked by French reluctance to place 


French factories in Airbus hands. But this 
week the French partner, state-owned 
Aérospatiale, decided to lump all its Airbus 
assets in a separate company, paving the 
way for the corporate Airbus. 

A decade ago airlines were prospering 
and the production lines of Boeing and Air- 
bus working flat-out. Thanks to the 
Lockerbie disaster, the Gulf war and a reces- 
sion, air travel then fell for two years in a 
row. Within months, airlines were cancel- 
ling orders, leasing companies were going 
bust, Boeing was shedding the first of 
60,000 unwanted workers and the Mojave 
desert was filling with parked aircraft. A lot 
would have to go wrong for 1998 to turn out 
that way. Nevertheless, it no longer seems 
completely unthinkable. 





Accounting standards 


America v 
the world 


NEW YORK 


VEN in thehumdrum world of interna- 

tional accounting, excitements occur. 
Sometimes, as in the Maxwell and BCCI 
scandals, accounting firms are embroiled 
in courtroom battles over who is at fault. At 
present, four of the world's six biggest ac- 
counting firms are fighting with regulators 
for the right to merge into two. But while 
those battles have affected a small group of 
auditors and clients, the latest interna- 
tional accounting drama could have a 
much broader impact. Arguably, the future 
of global finance hangs on the outcome. 

The battle is over competing sets of fi- 
nancial accounting standards. Fears are 
growing that, later this year, America's regu- 
lators will veto a plan by the International. 


Accounting Standards Committee (IASC), 
which met this week in London, to pro 


mote a single worldwide set of standards. : 


Revisions to the current international stan- | 
. dards are unlikely to be finished by their 


Easter deadline. But some time this year 













should be delivered to 10sco, an orga- 
nisation bringing together securities regu- 
Jators from around the world. If 1osco 
agrees, the new standards will then go to 
national regulators for approval. 

.. Much of the attention is centred on 
America’s Securities and Exchange Com- 
mission (sec), which must appoint a new 
chief accountant after the post falls vacant 
this month. The worry is that the sec will 









“unanimity in its v or fail to approve 
the standards for use in America. This latter 
course would prevent foreign firms from 
using the international standards to list 
their shares on American exchanges. The 
main reason firms in countries with low- 
“quality accounting ever adopt more rigor- 
-ous foreign standards is to gain access to 
foreign capital markets. 

: Officials at the Financial Accounting 
Standards Board (FAsB), America's account- 
jing-rule maker, are privately scathing 
-about the work of the tAsc. They accuse its 
'Secretary-general, Sir Bryan Carsberg, of 
“manipulating the press" into thinking 
‘that the sec has agreed to the new stan- 
dards. The Fass claims that the standards 










which requires. 





are too flexible, giving firms too much dis- 
cretion over what they report; that their 
meaning is often ambiguous; and that 
there are big uncertainties about how—if at 
all—they will be enforced. It does not help 
that the IASC is bureaucratic, secretive and 
political. Last October, a proposal to adopt 
the American treatment of financial instru- 
ments as an interim standard was voted 
down, apparently because it was American. 

By contrast, America’s accounting stan- 






























use international standards 1 in i. America : 
would dupe domestic investors and could. 
undermine America's own norms. If, say, 
firms could accuse regulators of treating ; 
them more harshly than foreign 
would be hard to gain approva 
new standards. Changing t 
executive stock options an 
struments was difficult enor 
such complications. In 
American firms might mov 
adopt the less-demanding 
standards themselves. - 

But not everyone agre 
criticisms. According ° 
accounting shape cu 


iY stricter ; 





ditor do their ‘obs prie, indeed, 3 in 
some areas, such as the treatment of merg 
ers, they are arguably superior to American 
standards. And where they are not yet up t 
scratch, he argues, it is in parts of account 
ing that are also unsatisfactory in Ameri 
such as in the treatment of financial deriv 
tives. The FAsB’s attempts to introduce t new 
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"RITICS of accounting practices do 
not worry only about disparate na- 
| tional standards. They also say that 
1 present accounting rules encourage short- 
^ termism in investors. Bosses are espe- 
cially quick to decry the market's obses- 
- sion with quarterly earnings figures. If 
| - only accounts took better stock of a firm's 
| longterm prospects, they argue, then 
i 
1 
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chief executives would too. 

5 This claim is too rarely questioned. 
;. People who buy a firm's shares receive a 
| + stake in its actual profits, both now and in 
| ~ the future. They thus have an incentive to 
think of the firm’s real long-term value. 
| Most managers, by contrast, receive only 
| a small part of their pay from shares and 
|. stock options. The rest comes from a sal- 
| aryand some kind of bonus usually based 
| on performance measures, such as earn- 
| ings, and drawn straight from the pub- 
| lished accounts. Hence, managers are 
| likely to be tempted to be short-termist, by 
| inflating current earnings, and letting the 
. distant future look after itself. 

| The market is not perfect, of course. 
. But, while bad accounts may lead inves- 
| tors to make mistakes, even the best often 
|. prompt managers to take decisions that 
| are against their firms’ interests. Con- 
' sider, for example, the way in which firms 
|. account for acquisitions. In many coun- 
4 «tries, the buyer must record the difference 
| between the price of the acquisition and 


Financial misstatements 


the target firm's reported assets as a new 
asset on its balance sheet. This “goodwill” 
is then written off gradually over many 
years, increasing the acquirer’s reported 
expenses and decreasing its reported 
earnings (though also its tax bill). So even 
though goodwill is a fictitious asset, and 
does not affect the firm’s cash profits, it 
has a negative effect on the books. 
Because of this “penalty”, company 








bosses sometimes shy away from acqui- 
sitions and are wi ng to do some deals - 
only if they can avoid it (which the rules |... 
allow in certain ci cumstances}. When | 
pressed on this issue, mat Li 
mit that goodwill charges are fictitious, | 
not affect long-term value. But. | 
they have to consider such charges, they 
argue, because investors do not under- | 
stand this. Yet this issue was settled as. 
long ago as the 1970s, when astudy inthe | 
Accounting. Review compared acqui- . 
sitions involving goodwill charges with | 
those that did not. It found that investors 
saw through the accounting, and valued : 
both types ofacquisition in the same way. 
Outside boardrooms and newsrooms, the 
cen questioned since. 






































results have not be 
Corporate acquisitions: are not the 





agers’ bonus sche es. To encourage the 
right kind of behaviour, therefore, direc- 
tors must watch that executives are not re- - 
warded for a performance that looks — 
good only in the accounts—something 
that many economists and corporate-gov- 
ernance experts think matters even more 
than accounting standards. 

A tall order. According to Katherine 
Schipper, an accounting professor at the 
University of Chicago's business school, 
corporate boardrooms reveal a "severe | 
lack of expertise" in understanding their | 
company’s accounts. Many of their deci- 
sions, she argues, are based on “gut in- 
stinct, oral tradition, managerial 
manipulation and casual conversation”. 
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BUSINESS 


rules for derivatives ran into fierce opposi- 
tion—prompting some contributing orga- 
nisations to cut their financial contribu- 
tions to the board. 

What happens now depends on the 
SEC's view of the IASC’s latest revisions to its 
proposed standards. And that depends 
largely on its new chief accountant. Pri- 
vately, sec officials hint at a possible com- 
promise, accepting the new standards, but 
requiring firms listing in America to make 
further disclosures to reconcile their ac- 
counts with American practice. However, 
other 10sCO members may deem this to be 
against the spirit of the exercise. 

Would it matter if the standards were 
vetoed? If the international standards were 
to go ahead, they would probably be 
adopted rapidly in many countries where 
accounting standards are currently low. 
Even FASB Officials admit that this would 
greatly improve the quality of accounts in 
much of the world—and thus protect the in- 
creasing number of Americans whose 
money is invested internationally. On the 
other hand, since the high-profile arrival of 
Daimler-Benz in 1993, a growing number 
of foreign firms are listing in America (see 
chart on previous page), despite having to 
comply with its stringent accounting rules. 
While the bureaucrats wrangle, businesses 
are voting with their feet. 





Marketing weird stuff 
I'm modified, 
buy me 


URSON-MARSTELLER, the world’s 

largest public-relations firm, knows a 
bit about defending unpopular causes. It 
once counted among its clients Nicolae 
Ceausescu, the dictator of Romania, and 
Union Carbide, the company that owned 
the factory in Bhopal where an accident 
killed 3,000 Indians. But even Burson, in a 
confidential report written a year ago, rated 
the task of persuading European consum- 
ers to eat genetically modified food as espe- 
cially tricky. Undaunted, the European ag- 
rochemical industry has just launched a 
campaign to do exactly that. 

Genes normally found in bacteria, ani- 
mals or other plant species are being sewn 
into the DNA of plants to create a range of 
novel foods which are tastier, healthier and 
easier to harvest. Scientists have created 
starchier potatoes which absorb less fat on 
frying, vegetables injected with an oil gene 
that protects against cancer, and peanuts 
without the gene causing nut allergies. 

None of these is yet being sold, but 
EuropaBio, the business’s trade associa- 
tion, estimates that the European market 
could be worth $94 billion by 2005. How- 
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ever, genetically modified food 
will become big business only if 
the public will buy it. Even in 
America, where consumers are 
less squeamish about agricul- 
tural biotechnology, only 29 vari- 
eties of genetic food have been 
approved since 1992, and only 
24m acres of land are dedicated 
to genetically modified soya and 
maize. That is less than 7% of the 
total acreage of these crops, 
though a fourfold rise on 1996. 

Europeans are particularly 
nervous about tampering with 
DNA. Only a handful of approved 
genetic foods are selling in Eu- 
rope, mainly commodity crops 
like soya. All of these are im- 
ported. It was only this month 
that France approved commer- 
cial production of its first geneti- 
cally modified crop: a pest-resis- 
tant maize from Novartis, a Swiss 
drug and agricultural company. 

Food scares—BSE in particu- 
lar—have undermined public 
faith in food regulation: Britain’s 
government is now trying to revive it by cre- 
ating a new Food Standards Agency. The Eu 
is still unsure how to implement its new 
policy on labelling “novel foods”. Groups 
such as Greenpeace frighten the public by 
arguing that genetic modification is dan- 
gerous and that companies have overesti- 
mated their ability to measure and manage 
the risks. They have put their message 
across far more effectively than companies 
have done. 

The industry is now trying to fight back. 
In Hamburg last week several big food pro- 
ducers including Monsanto, an American 
agricultural group, drew up an action plan 
which includes leaflets, websites, materials 
for schools and telephone hotlines—in- 
cluding one dedicated to Germany’s for- 
midable Hausfrau association. Other cam- 
paigns are on the way. National food- 
industry associations in several European 
countries are calling for voluntary labelling 
of any food containing a genetically modi- 
fied ingredient. In September Monsanto 
hired Bartle Bogle Hegarty, a British ad- 
vertising agency, and Euro RSCG, a French 
one, to advise on a campaigning strategy. 
In Austria, Novartis plans “fireside chats” 
with journalists. In Britain, Zeneca is work- 
ing with the Science Museum on a Future 
Food exhibition. The subject may even ap- 
pear on German television: soap-opera 
producers, tired of incest, murder and 
AIDS, are now turning to unnatural 
tomatoes. 

So what is the message? Much of the 
task, the industry says, is simply to make in- 
formation available to consumers. Tom 
McDermott, a spokesman for Monsanto, 
says the aim is not a hard sell, but to show 





Negative publicity 


that the industry has nothing to hide and 
that genetic engineering can bring benefits 
to consumers. 

Whether consumers believe that will 
depend partly on who the message comes 
from. A fragmented group of food-technol- 
ogy companies will find it hard to match 
media-friendly environmentalists. And 
consumers are likely to see Monsanto and 
its allies as untrustworthy corporations 
motivated more by profit than a desire to 
inform. Support from food retailers, whose 
names are better known, would be more re- 
assuring. But they, wisely, are keeping their 
heads down. 





Mining in Congo 


Kolwezi tailings 


AST April, amid much publicity, Jean- 
Raymond Boulle, the chairman of 
American Mineral Fields (AMF), a small 
mining company listed in Canada, signed 
a $1 billion deal with the Zairean rebel 
movement led by Laurent Kabila. To ce- 
ment the deal, Mr Boulle lent Mr Kabila his 
aeroplane, gambling that Mr Kabila would 
win the war against President Mobutu Sese 
Seko and open a treasure-trove of mineral 
wealth. When Mr Kabila’s forces marched 
into the capital, Kinshasa, a month later, it 
looked as if Mr Boulle had indeed scooped 
his larger rivals. But earlier this month Con- 
go’s state mining company, Gecamines, 
cancelled the deal. Also under review is the 
huge Tenke Fungurume copper and cobalt 
project, said to be the largest copper deposit 
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le world, in Which Tenke Mining, a an- 
other Canadian mining company, had a 





joint venture with Gecamines. 

The $1 billion AMF deal was to repro- 
cess the tailings at the Kolwezi copper and 
‘cobalt mine in southern. Congo. These 
i heaps of waste are richer in metal than ore 
3 | e current mines. Using 
today’s leaching technology, t the tailings at 
Kolwezi could yield roughly 144m tonnes 
of copper and 275,000 tonnes of cobalt. 

.... AMF won a tender launched in Novem- 
ber 1995, but, at the request of South Afri- 
.ca's Anglo American Corporation, the bid- 
ding was reopened. Furious, Mr Boulle 
visited the rebel headquarters at Goma in 
April, judging that Mr Kabila might prefer 
‘small firms to the giants who had been 
close to Mr Mobutu for so long. Mr Kabila's 
Officials studied the tender and agreed that 
AMF had indeed won. A deal was signed. 
However, last November, with Mr 
Kabila installed as president of the re- 
named Democratic Republic of Congo, the 
‘agreement began to fall apart. Mr Boulle 
flew to Kinshasa and lobbied Mr Kabila's 
ministers. Mwana Nanga Mawampanga, 
the finance minister, was apparently sym- 
pathetic and so, according to Mr Boulle, 
.Was the minister of mines. But Victor 
:Mpoyo, the minister of the economy and a 
member of Mr Kabila’s inner circle, wanted 
to reopen the contract, claiming that Mr 
Boulle had only a letter of intent. “With 
‘mining we want companies with a proven 
capacity,” he said, “we don’t want people to 
get our signature to get themselves rich by 
pushing up their share price and then sell- 
Ig to a bigger company." 

-Above all the impoverished new 
‘Congo government needed up-front cash 
deposits. Mining houses were asked to de- 
‘posit money in the Banque de Commerce 
et de Développement, a new bank in Kin- 
shasa run by Alfred Kalisa, a Rwandan 
close to Mr Kabila. The government made it 
clear that contracts would go to companies 
that were “committed to the country”. The 
companies responded by arguing that such 
requests were unheard of elsewhere, and 
complained that the new government was, 
like its predecessor, seeking bribes. None 
admits to complying with the request, 
though each says the others did. 

Mr Boulle’s efforts were in vain. On Jan- 
uary 2nd the contract was cancelled and 
new specifications devised to “satisfy the 
interests of the state.” AMF' stock fell from 
C$9 ($6.50) last May to C$2.06. On January 
7th AMF sued Anglo American and related 
companies for more than $3 billion, alleg- 
ing that Anglo had wrecked its deal with 
the Congo. The suit was filed in Texas, 
where in 1996 Mr Pinga discussed a joint 
venture with AMF on the Kolwesi project. 

. A lawsuit for Anglo American in Amer- 
: ica is rich in irony. Because its sister com- 
pany, De Beers—for which Mr Boulle used 
























to work—runs the international diamond 
cartel, it has fallen foul of America’s anti- 
trust laws. Employees of both firms avoid 
America, because they fear arrest (Mr Pinga 
slipped in as a representative of an Anglo 
subsidiary, that has nothing to do with 





Firms and their suppliers 


To byte the hand that feeds ` 


Once everyone assumed that information Eins cdd b T ! 
and their suppliers together. Now it threatens to drive them aj a 


"S A supplier a spouse or a one-night 

stand? Because both have their attrac- 
tions—one collaboration and loyalty, and 
the other the freedom to shop around— 
most managers settle for serial monogamy 
spiced with surreptitious infidelity. But 
now the Internet shows signs of becoming 
an electronic bazaar that has taken the 
bloom off many a customer-supplier ro- 
mance. Firms are beginning to use the Web 
to avoid their existing suppliers in search of 
ones that are cheaper or faster. Will cut- 
throat competition come back in vogue? 

In the early 1990s, information technol- 
ogy was driving firms together. Wal-Mart 
used proprietary networks of electronic 
scanners and inventory-tracking software 
in its stores to link with trusted suppliers. 
Manufacturing firms of all sorts used com- 
puter networks to streamline the purchase 
and design of parts. By encouraging their 
biggest suppliers to invest in proprietary 
systems for electronic data interchange 
(ED1), they could slash the costs of process- 
ing orders and prevent logistical mishaps. 
Boeing put together a complete prototype 
of its 777 using computer-aided design 








pensive proprietary systems. By using th 
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in person. Yet, even if a judge finds for AMF 
in the absence of Anglo American, will. it 
affect AMF’s fortunes in Concor l 
































(CAD). Before a singl 
Boeing and its supplier 
nut and bolt would fit into 

The huge cost of these p 
tems tended to oblige ma 
limit their suppliers, just as it obliged sup- 
pliers to concentrate on a few customers. It 
was easy to jump to the conclusion that 
computers and commitment go hand i 
hand. One report to the European Com 
mission, published by the Boston Consul 
ing Group (BCG) in 1993, said that 1T coul 
damage competition in the car industry. 
The need to invest in several different EDI. 
and CAD systems, it argued, presented a 
barrier to smaller suppliers. - i 

The Internet has turned that logic on its . 
head. By elaborating the Net (beefing it up 
with encryption. technology, for example, _ 
and using more reliable telephone links), 
firms have built “extranets” to do many of 
the things that they used to do through ex- 





Internet’s technology to establish secure, 
standing information links between com 
panies, extranets have helped firms reach. 
far more suppliers: all one needs is a PC, 1 











ich as Sce cups. Oni its Mc it adver- 
ises drawings and specifications (such as 
. Jar's logo, which the cups must carry) in or- 
“der to solicit business from any firm that 
- comes across its site, rather than the usual 
Japanese suppliers. In America the Auto- 





motive Network Exchange was developed - 


by the three big car companies to help with 
bids for complicated components, as well 
as to design new products using CAD. Al- 
though their bigger suppliers may still pre- 
fer older systems, the new extranet will so- 
licit bids for customised components and 
allow smaller suppliers to join in— 
obliterating many of the anti-competitive 
worries that rr raised only a few years ago. 
Such potential to set suppliers against each 
other has sent thousands of other compa- 
nies rushing to their rr consultants. 

The creation ofon-line bazaars is taking 
this trend to new extremes. FastParts auc- 
tions overstocked electronics parts. Ap- 
parel Exchange matches textile firms with 
suppliers of fabrics and other bits and 
. pieces. General Electric Information Ser- 
.— vices (GEIS), a division of America's GE, has 
. built what it calls a Trading Process Net- 
: work (TPN), which already provides around 
20 big industrial firms—such as Hewlett 





éc “VERY Read its a household should 


(strive to be cheerful, and should 
never fail to show a deep interest in all 
that appertains to the well-being of those 
who claim the protection of her roof” 
Thus Isabella Beeton, whose. pioneering 
"Book of Household- Management” 
taught generations of women how to run 
the not-for-profit small. businesses that 
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Published in 1861 when she was in her 
early 20s, the book was a runaway best- 
seller: 60,000 copies sold in its first year. 
But Mrs Beeton had not honed her man- 


agement guru, already has a best-seller to 





: | copies. Now, going one better than Mrs 
<p Beeton, he has just published a book on 
: | “The 7 Habits of Highly Effective Fam- 
| -ilies” which applies principles of good 
| corporate management to, as the subtitle 
| puts it, "building a beautiful family cul- 
| ture ina turbulent world". 
| Mr Covey emphasises the family (he is 
| in the 19th-century league, with nine chil- 
_ dren); Mrs Beeton was mainly concerned 
i | with rules for organising the five to 35 full- 





| agement techniques on large corpora- 
tions. Stephen Covey, a successful man- 


his name: his tome on “The 7 Habits of 
Highly Effective People” has sold 7m 


list ofsuppkers: from which to ae 





GEIS is a consultant to some 40,000 firms 


interested in electronic commerce. 
GE is itself one of the world’s biggest 
purchasers. It already buys $1 billion of 


goods through TPN each year and plans to 


buy all of its industrial supplies electroni- 
cally by 2000. Gris hopes GE's influence 
will draw 1n thousands of other suppliers 
and customers. It dreams of a vast elec- 
tronic clearing-house in which hundreds of 
thousands of firms can exchange trillions 
of dollars of industrial inputs—-with GEIS 
running the show. Philip Evans and 
Thomas Wurster of BCG liken TPN to Amer- 
ican Airlines' SABRE system for seat reserva- 
tions. Although American developed sa- 
BRE to gain an advantage over other 
airlines, it soon found it could make more 
money if its competitors used the system. 
Yet, armed with their extranets, how 
fickle will businesses become? Although 
the development of information technol- 
ogy currently points towards more compe- 
tition, the degree to which companies 
choose to take advantage of it could vary 
markedly from one industry to the next. 
Companies such as JAL, which are in the 
market for goods that are virtually com- 
modities, will probably seek to broaden 
their range of possible suppliers. So will 
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. time resident employees that her readers 


would typically have had to deploy. Both 
stress the need for clear guidance. "To 
have a sense of purpose is one of the most 
effective things a family can accomplish," 
says Mr Covey. He is keen on family mis- 
sion statements and regular meetings for 
a family to discuss its common goals. 

Mr Covey, though, argues that fam- 
ilies mainly need leadership: "a well-led 
family does not require much manage- 
ment,” he reflects—and the same is true 
for businesses. Moreover, the need for 
leadership in the home is increasing. But 
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|  Suppli rS. might do li 


tomers face fluctuating demand. Boeing 
for example, ran into trouble in 1997 when. 
it needed to increase output in a hurry as 
demand for aircraft grew. Because the com- 
pany had upset some suppliers in the early 

1990s, when demand slowed and Boeing 

cut orders, they were hesitant to begin add- 

ing capacity all over again. 

But manufacturers also face pressure in 
theopposite direction. Lean manufacturers 
boost efficiency by making products as and 
when they are needed. They need to work 
closely with their suppliers over long peri- 
ods. Sometimes this means building adja- 
cent plants. True, someone somewhere 
may be able to supply a cheaper part, but if 
it is not tailored to the user's needs, or if it 
does not consistently arrive on time, the 
cost in lost production could be huge. 

Lean manufacturing requires partners. 
to share information knowing that it will 
not be leaked to a competitor, or used to 
strike a new bargain. Such trust has nothing 
to do with passwords and encryption. The 
Internet will not destroy the loyalty that 
earlier technology imposed. But, with all its 
accessibility, it does leave managers freer 
than ever to strike their own balance be- 
tween fickleness and fidelity. 





instead, as parents go out to work and 
family life becomes ever more complex, 
“the natural tendency of people is to pro- 
vide more management." 

Other management experts see ways 
to apply the rules of the boardroom in the 
kitchen. “Men tend to operate as non-ex- 
ecutive chairmen in the home,” says Cary 
Cooper of the University of Manchester 
Institute of Science and Technology. 
“Women typically carry out the human- 
resources management function.” Ran- 
dall Schuler of New York University sees | 
two personnel roles for parents: training .. | 
and development; and determining re- . | 
wards and recognition. 3 

But most management gurus are . 
male. Perhaps it is time for another Mrs. | 
Beeton to extend the principles learnt in | 

| 
i 
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the home to the corporate world. Robin 
Wensley, a management professor at Brit- - 
ain's Warwick Business School who has . | 
analysed Mrs Beeton's approach*, points 
out that her emphasis was on precise op- 
erational control. The grand questions of | 
strategy that preoccupy most gurusare,he | 
says, often a distraction for corporate | 
managers. As Mrs Beeton nearly said, | 
“First, catch your hare.” | 
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* * "Isabella Becion, Management as ‘Everything in its. 
by Robin Wensley. London Business. School . 








DE UC. 4970 7345-4 Br . 7 UP "WES M > i 1 €10*57 


KA, 


FACE VALUE 


The iron chancellor 


Has Benjamin Steinbruch broken the mould of Brazilian business? Or is he just an old- 
fashioned conglomerator in a new guise? 


HE typical Latin American captain ofin- 
dustry is an instinctive fan of the com- 
mand-and-control school of management, 
more accustomed to giving orders than to 
seeking ideas from others. It is hard to recog- 
nise Benjamin Steinbruch as one of that 
breed. It is not just his solicitous charm (he 
offers polite apologies for arriving late—an 
unexpectedly complicated dental appoint- 
ment, he explains, the result of several 
months ofhaving had to put business before 
teeth). Rather, what marks Mr Steinbruch 
out is his power of quiet persuasion. This 
man can end up persuading you to buy a 
stake in his company. 

That is precisely the effect he has had on 
several big investors. His skill as an alliance- 
builder is one of the things that has turned 
MrSteinbruch, at 44, into Brazil’s most pow- 
erful businessman. His family owns half of 
Grupo Vicunha, the country’s largest textile firm. Although 
Vicunha hardly shines—it made net profits in 1996 of less than 
$5m on sales of $1.3 billion—it has served Mr Steinbruch as a 
launchpad towards greater things. 

The ascent began with Brazil’s privatisations in the early 
1990s. With the help of local banks, pension funds and some 
foreign investors, he bought Latin America’s biggest integrated 
steel maker (Companhia Siderurgica Nacional, CSN), an electric- 
ity distributor in Rio (Light) and three railway companies. Mr 
Steinbruch's boldest step came last May, when he and a group of 
investors outbid a more powerful consortium for a controlling 
stake in Companhia Vale do Rio Doce (CVRD), the world's largest 
producer of iron ore, and the multi-faceted jewel in the Brazilian 
state's crown. With consolidated sales of $5 billion in 1996, it 
also owns big aluminium, gold and paper products businesses, 
and stakes in four Brazilian steel firms, including CSN. 

In general, Brazil's family entrepreneurs avoid debt and in- 
sist on total control in any venture. Mr Steinbruch was prepared 
to borrow to win CVRD: most of CSN's 39% stake in the winning 
consortium was covered by a $1.1 billion loan from America’s 
NationsBank. Mr Steinbruch became Cvrp’s executive chair- 
man, though the firm, like CSN, is run under an agreement be- 
tween a nucleus of shareholders. “Nobody is good or big enough 
to manage things on their own,” says Mr Steinbruch. He reckons 
that this model of "shared administration" is how Brazilian 
companies can achieve the scale to ex- 
pand internationally. 

For itis clear that CvRD does not rep- 
resent the limit of Mr Steinbruch's ambi- 
tion. With Telecom Italia, Vicunha has 
won a mobile-phone licence for Bahia in 
Brazil's north-east. CSN is talking to 
America’s Nucor about a joint venture to 
build a steel mill elsewhere in the north- 
east. With a Mexican ally, CSN bid unsuc- ha 12.8% T 
cessfully for Sidor, a big Venezuelan steel 
maker privatised in December. And Mr reese} 
Steinbruch wants CVRD to swap explora- 
tion rights in its rich Carajas mineral re- gant etus ced 
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serve for a stake in mining projects else- 
where in Latin America, Africa and Asia. 

Behind most of Mr Steinbruch's deals 
lies the idea that privatisation in Latin 
America represents a unique opportunity to 
control assets that would otherwise take gen- 
erations to assemble, and that private man- 
agers will be far more successful than the 
state at sweating those assets for profit. For 
anyone wanting to be one of the managers 
who £ain control of privatised assets, it is 
therefore worth taking a few risks. As Mr 
Steinbruch says, “It’s no good being ready in 
1999" for privatisations happening now. 

So far, this logic has worked. Since 1995 
CSN has thrived: its gross operating margin 
was a record 34% in the first nine months of 
1996. The firm's managers say investments 
in easing production bottlenecks and infra- 
structure (such as a coal port and railways) is 
helping them to reduce costs, which are falling by close to 1096 a 
year. Although Cvrp was well-run by the state, Mr Steinbruch 
expects to cut operating costs there by 30% by the end of this year. 


Buy now, worry later 


But if the returns from Mr Steinbruch's strategy are clear, so are 
the risks. The first is that iron and steel is a commodity business. 
There are benefits to this: since 85% of CVRD's sales come from 
exports, the firm is insulated from the current sharp slowdown 
in Brazil's economy. Yet, by the same token, Mr Steinbruch's 
firms are likely to be hurt by lower world iron and steel prices 
caused by Asia's woes. And the doubling of interest rates in Octo- 
ber to defend Brazil's currency suddenly makes Mr Steinbruch's 
readiness to borrow seem a lot more risky. 

There is also the question of what to do when the empire has 
been built. Mr Steinbruch insists that he is not a conglomerator. 
Yet his empire faces the familiar conglomerate dangers of man- 
agement overstretch and lack of focus. Sooner rather than later, 
Mr Steinbruch is likely to have to reshuffle his impressive indus- 
trial portfolio. It makes sense for CVRD and CSN to merge and 
rationalise their iron, steel and transport interests, for example. 
And Cvrp will have to decide which of its non-iron businesses 
to develop, and which to sell. Encouragingly, Mr Steinbruch is 
now moving to consolidate CvRD's various pulp and paper 
holdings, though whether his purpose is to build them or sell 
them remains unclear. 

The trouble is that Mr Steinbruch is 
not answerable to a single set of share- 
holders—something even the most ar- 
dent conglomerator puts up with. So far, 
all sets have been happy to let Mr Stein- 
bruch proceed with his empire-building. 
When he starts to make choices, that 
could change, especially if Brazil's pen- 
sion funds (which have close ties to the 
government) face urgent needs for li- 
quidity. Then Mr Steinbruch's skills as 
the supreme diplomat of Brazilian busi- 
ness will be put to the test. 
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Seize the Chicago 


advantage 


Advance your career while you work by earning a world-renowned 
M.B.A. degree 

* in 11 one- and two-week modules spread over 18 months 
(ten in Barcelona, one in Chicago) 

* taught by the distinguished Chicago business school faculty, a group 
that includes several Nobel Prize winners 

* with an elite group of international managers. (More than 30 


countries are represented in our most recent class.) 


Places are limited. So get one step ahead—request an application 


now. The next class starts in July. 
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The University of Chicago 


International Executive 


M.B.A. Program at Barcelona 


Next information events: Frankfurt, January 22, 6:30 pm, Hotel Arabella. Prague, January 26, 
6:30 pm, Hotel Pariz. Warsaw, January 27, 6:30 pm, Hotel Sheraton. Moscow, January 29, 
6:30 pm, Hotel Renaissance. 
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'HE telephone operators look harried. 
very so often they strain to look up at 
the large screen overhead that displays the 
percentage ofcalls they are answering with- 
in 15 seconds. If the screen shows a number 
lower than 90, the supervisors will not be 
pleased, and they know it. Whenever the 
volume of calls grows heavy, an alarm 
Tings, sending employees rushing back pre- 
-maturely from their tea break like fighter 
pilots scrambling. 

It is a typical morning in Newport, 
South Wales, at the telephone-banking cen- 
tre ofa far-from-typical bank: Lloyds TSB. In 
Britain, Lloyds Bank is a familiar face on 
the high street. Elsewhere, it is all but un- 
known to the general public. But its empha- 
Sis on serving retail customers with extraor- 

dinary efficiency—along with its firm 
refusal to follow the financial industry's 
drive for international diversification—has 
1 turned it into a money machine. 
= . Measured by assets, Lloyds TsB is only 
‘the fourth-largest banking company in Brit- 
_ain and 33rd in the world. Take market 
: value as the yardstick, however, and a dif- 
ent story emerges. With a stockmarket 
ipitalisation of £42.1 billion ($68.7 bil- 














he Lloyds money machine 


slobalisation i is sweeping the world of finance. Ignoring that trend has turned 
al o-ran into the world's biggest bank 


lion), Lloyds Tsg has become the world’s 
most valuable bank. Its profit for 1997, to be 
announced on February 13th, is expected to 
top £3.2 billion before tax. Its shares are 


changing hands at seven times book value, 


twice as much as its British competitors 
command. A £1,000 investment in Lloyds 
shares five years ago would now be worth 
nearly £4,000. 

Not long ago, such giddy numbers 
seemed a pipedream. In the mid-1980s, 
Lloyds Bank almost went bust in the back- 
wash from Latin America's debt crisis. The 
bank had to write off £2.6 billion of dud 
loans, and its claim to be *a thoroughbred 
among banks" (its logo is a black horse) met 
with sniggers. Other British banks that had 
been hurt in Latin America went cap-in- 
hand to their shareholders, who patiently 
gave them new money. Lloyds was in far 
worse shape, and its shareholders were dis- 
inclined to buy a rights issue. Brian Pitman, 
who became chief executive in 1983, de- 
cided that the best way to advance was to 
retreat. He jettisoned loss-making foreign 
subsidiaries, wound down investment 
banking and international lending, and 


concentrated on the bank's bread-and-but- 





: more è important than expanding the 




































ter business: selling financial service E 
British consumers. 

` This flew in the face of banking 
doxy, which confused size with strengt 
Mr Pitman, who became Sir Brian in 19 
insisted that increasing the share price was 


ance sheet. His emphasis 
what has since become 
known as "shareholder value” _ 
provided the bank's owne 
with a 33% return on equity 
1996 and more than 40% 
the first half of 1997 
bank's declared aim is to 
ble the share price every th 
years. This is not just hot ai 
has met this goal consist 
forthe pastı5 years. ` 
Sir Brian, a career Llo 
banker, did not seem the obi 
ous person to turn the bank on i 
head. But he has embraced sharehold 
value with a passion that borders on theo 
sessive. The company, he says endlessly, has 
no other goals. Now the bank’s chairman. 
he compares Lloyds TsB not with HSBC Ol 
Barclays, its biggest British competitors, but. 
with shareholder-oriented companies such ^ 
as America's Coca-Cola. “He was the first to 
realise that planting flags around the world . 
was not always the best way to make 
money," says Fred Crawley, a former Lloyds 
executive. John Aitken, a banking analystat.. 
Union Bank of Switzerland, considers Sir 
Brian "the best British banker since the sec- 
ond world war". 











Spot the trend | 
The attention to shareholders has been ac ac- 


rection in which banking was moving. 
Lloyds was the first big British bank to buy a 
life assurer, Abbey Life; the first to offer 
mortgages and to bid for a building society, 
Cheltenham & Gloucester, thus unleashing - 
a wave of demutualisation: the first to close... 
much of its branch network; and the firstto 
bid (unsuccessfully) for another clearing Bx 
bank, Midland, sparking much-needed 
banking consolidation in Britain. E 
The £18 billion purchase of Chelten- | 
ham & Gloucester in 1994 gave Lloyds a. 
valuable brand through which to push its- 
own mortgage business, which had been 
flagging. Lloyds now issues 16% of ne 
mortgage loans in Britain. In 1995 
Brian went after TSB, an institution w 
strategy was so obscure that wags had 
dubbed it “That Sorry Bank”. But TsB co 
help plug gaps—it had lots of branch 
Scotland, where Lloyds had few—and 
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Sir Brian went his own way 


fered plenty of scope to cut costs by elimi- 
nating overlaps. Not all the savings have 
come from TSB. As with Cheltenham & 
Gloucester, Lloyds discovered that some of 
TsB’s businesses were better than its own. 
The telephone bank, which has 800,000 
customers, is run by managers from TsB. 

These acquisitions have given Lloyds 
TSB a retail-banking breadth that no other 
British bank can match. It is the market 
leader in cheque-writing accounts and per- 
sonal loans, and the second-largest credit- 
card issuer. It pumps Lloyds, TsB and C&G 
products to 15m customers through a net- 
work of 2,700 branches, hundreds more 
than its nearest rival, NatWest. Lloyds and 
TSB still need official approval to merge 
their operations fully. Meanwhile, the 
group is experimenting with branches that 
sell Lloyds, Tsg and C&G products under 
one roof. One of the pilot branches, in 
Poole, bears both Lloyds and Tss colours in 
neon, and allows the customer to transact 
business with either institution. Behind the 
scenes, however, efficiency rules: a single 
set of bank employees processes transac- 
tions conducted under either label. 

This retail emphasis has proved so suc- 
cessful that institutional investors have 
pressured other banks, notably NatWest 
and Barclays, into ditching their costly for- 
ays into investment banking—a business 
Mr Pitman has said he “would not touch 
with a bargepole"—to concentrate on con- 
sumers. In trying to acquire building soci- 
eties and insurers, thev are emulating 
Lloyds TSB, but will have to pay far higher 
prices than Lloyds did. 

Lloyds TsB, however, cannot trace its 
blessings to good management alone. Brit- 
ain has offered an ideal banking environ- 
ment in the mid-1990s: the economy has 
been buoyant, creating heavy demand for 
loans; long-term interest rates have 
dropped significantly, increasing the value 
of banks' bond and loan portfolios; and 
rapid employment growth has reduced 
loan default rates. Under these conditions, 
the bank's heavy exposure to Britain is a 
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plus. But ifthe British economy sputters, ri- 
vals like to suggest, Lloyds TsB will sputter 
with it, far more than its more diversified 
competitors. 

The stockmarket seems to think this an 
unlikely prospect. But it is clearly the big- 
gest risk in Sir Brian’s strategy. The bank has 
sought to reduce its vulnerability to eco- 
nomic swings by broadening its consumer- 
related business. A fifth of its profit now 
comes from insurance, primarily life insur- 
ance, which moves in a different cycle from 
consumer banking. 

In trying to broaden its business, how- 
ever, Lloyds TsB runs head-on into a prob- 
lem that most other banks would envy: it 
simply earns too much money. By some es- 
timates the bank is sitting on £3 billion 
more than it needs. It would gladly use this 
for acquisitions. But short of buying an- 
other big British bank and closing down 
hundreds of branches, which would almost 
certainly be blocked on competition 
grounds, it is difficult to imagine an acqui- 
sition that would be as profitable as Lloyds 
TSB’s current business. The bank is consid- 
ering a share buy-back as a way of returning 
that extra cash to shareholders. 

The alternative lies in finding a second 
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“home” market where Lloyds could work 
its magic. With a single currency looming, 
continental Europe has attractions. But few 
banks have a culture similar to Lloyds 
TSB's—Sir Brian's criterion for foreign ac- 
quisitions—and few countries would allow 
the redundancies that would be necessary 
to meet stringent profit targets. 

Peter Ellwood, former boss of TsB and 
now group chief executive, believes that 
even without further acquisitions the bank 
can continue its impressive run by cutting 
more flab and by persuading its existing 
customers to buy more of its products. 
Costs have already been brought down to 
52% of income, a low figure for such a large 
bank. Once Lloyds and TsB are allowed to 
merge, analysts at Dresdner Kleinwort Ben- 
son reckon, the bank could shut more than 
800 branches without weakening its high- 
street coverage, thus saving up to £300m a 
year. Along with these savings will come 
proceeds from the sale of businesses that 
underperform. The bank is seeking to sell 
Black Horse, its estate-agency arm. Its small 
Latin American banking and consumer-fi- 
nance network may follow. 

Persuading customers to put more busi- 
ness its way may be trickier, now that 
demutualised building societies, such as 
the Halifax, and a bevy of supermarkets 
and other retailers are trying to beat Lloyds 
TSB at its own game. Seeing off these up- 
starts will be the biggest test for Mr 
Ellwood. Though less impassioned than his 
predecessor—one rival describes him as 
“the John Major of banking"—he appears 
to share Sir Brian's views on what consti- 
tutes good banking. But few doubt that, at 
66, Sir Brian is still pulling at least some of 
the strings. So closely linked is he with the 
bank's success that he is almost a brand in 
his own right. Mr Ellwood has much to 
prove, and much to lose. 





The euro 


From franc fort to Frankfurt? 


PARIS 


The boss of France's central bank has become entangled in the bitter battle for 


European monetary supremacy 


OR years, Jean-Claude Trichet has la- 

boured to make a single European cur- 
rency a reality. But since last November, 
when the French government unexpect- 
edly proposed Mr Trichet as its candidate 
to run the future European Central Bank, 
he has become a symbol of the political di- 
visions that plague Europe less than a year 
before its single currency, the euro, is due to 
be launched. Unless the spat is resolved 
soon, it could seriously dent the credibility 
of the single currency before it is born. 

Mr Trichet's unexpected candidacy is 


one of the few things that Jacques Chirac, 
France's right-wing president, and Lionel 
Jospin, its Socialist prime minister, have 
managed to agree upon in recent months. 
The central-bank governors of the 15 Euro- 
pean Union countries, including Mr 
Trichet, had earlier seemed to settle on 
Wim Duisenberg, a Dutchman, as the new 
central bank's first boss. Among his other 
virtues, Mr Duisenberg would presumably 
ensure that neither of the two biggest econ- 
omies likely to adopt the euro from next 
January 1st, France and Germany, could 
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Ayatollah or missionary? 


dominate the bank. 

The Germans want a central bank that 
is independent of politicians; not all 
French politicians consider independence 
such a virtue. By the very act of putting forth 
Mr Trichet’s name, France has managed to 
bring political considerations to the fore- 
front. Some European officials now advo- 
cate finding a diplomatic way to cut the 
governor's first term in half to accommo- 
date both Mr Duisenberg and Mr Trichet. 
Others hint at a compromise candidate. 
When they convene in May to make their 
final choice, Europe's prime ministers will 
be hard-pressed to prove to sceptical finan- 
cial markets that the central-bank chief se- 
lected after such goings-on will be strong 
enough to stand up to the politicians. 

It is sad that Mr Trichet is embroiled in 
such a mess. As head of the Bank of France, 
the French central bank, since 1993, he can 
legitimately claim to have delivered a sta- 
ble currency. French long-term interest 
rates have dropped to a whisker below Ger- 
man ones and inflation, currently 1.1%, has 
remained subdued. He also deserves credit 
for seeing off several attempts by politi- 
cians to influence the bank since it was set 
free of the finance ministry in 1994. 

Some of his methods, admittedly, are a 
bit unorthodox. Most central bankers pay 
little heed to public opinion. The Bank of 
France, on the other hand, regularly con- 
ducts opinion polls to test what the public 
thinks of its performance. The results are 
not released, but the bank claims that they 
show that around three-quarters of the 
population approves of its monetary pol- 
icy. "The confidence of public opinion has 
allowed us to resist criticism coming from 
all sides in difficult times," Mr Trichet says. 

Mr Trichet, who served as director of 
the Treasury before moving to the Bank of 
France, has been a fervent advocate of mon- 
etary union from its earliest days. He rarely 
misses an opportunity to wax lyrical about 
the benefits that the single currency will 
bring to average people, and to argue that it 
will be good for France as well as for Eu- 
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rope. Jean Boissonnat, a former 
member of the Bank of France's 
monetary-policy council, de- 
scribes its governor as "a militant 
bureaucrat" who loves to put his 
impressive technical skills at the 
service of a cause. 

Not everyone finds that ad- 
mirable. Mr Trichet's French crit- 
ics, of whom there are many, dub 
him “the ayatollah of the franc 
fort". They accuse him ofthe intel- 
lectual arrogance for which grad- 
uates of France's elite Ecole 
Nationale d'Administration are 
renowned. Yet the thing that 
distinguishes Mr Trichet from 
many énarques is his willingness 
to debate an issue, rather than 
present something as a self-evident truth. 
Journalists and businessmen who criticise 
some aspect or other of monetary union or 
French monetary policy often receive 
hand-written notes from the governor, ex- 
plaining why he disagrees. "Like a mission- 
ary, he adores trying to convert people,” 
says a former colleague. 


An unbounded enthusiasm for mone- 
tary union; a track-record of delivering low 
inflation and a stable currency; and a dedi- 
cation to independence. In principle, these 
attributes would seem to make Mr Trichet 
an ideal candidate to run the European 
Central Bank. 

Yet there are two marks against him. 
The first concerns openness. The debates of 
the Bank of France's monetary-policy coun- 
cil are not published and its members must 
keep mum. “Those responsible for mone- 
tary policy are afraid of different opinions 
being expressed publicly,” complains 
Christian de Boissieu, an economics pro- 
fessor at the University of Paris. Mr Trichet 
says the council’s view is that “a Bank of 
France that could be seen as divided in tac- 
tics and strategy would be weakened.” But 
his tolerance of secrecy would sit awk- 
wardly with the European Central Bank's 
commitment to openness. 

The second bad mark is that a public ar- 
gument in which Europe's politicians re- 
open what had seemed to be a done deal is 
no way to launch a supposedly apolitical 
monetary institution. Better to stick to the 


Discordant (bank)notes 


PARIS 


HE Bank of France may now be inde- 

pendent of meddlesome politicians 
when setting interest rates. But when it 
comes to managing the bank itself, it is a 
different story. The latest effort by the 
bank's governor, Jean-Claude Trichet, to 
streamline the bloated institution has 
caused such a rumpus that even France's 
finance minister has intervened. 

The cause of all the fuss is a plan to 
close the cashiers’ tills at 90 of the central 
bank's branches around the country, just 
under half of the total. (Why the Bank of 
France requires 211 mostly full-time 
branches is another story, but in any case 
Mr Trichet is hampered by law from clos- 
ing them.) The purpose of the tills is to 
ensure the circulation of notes and coins 
to local banks. Reasonably enough, the 
Bank of France's managers argue 
that the restructuring, which the 
unions fear will cost hundreds of 
jobs, is in order because new tech- 
nology and banks' changing prac- 
tices mean fewer tills are needed 
than in the past. 

The snag is that the central 
bank's unions, which claim 40- 
50% of the workforce as members, 
are bitterly opposed to the clo- 
sures. Their lobbying led Domin- 
ique Strauss-Kahn, France's So- 
cialist finance minister, to write à 
letter to Mr Trichet on December 





16th asking the governor to “deepen” his 
"social dialogue" with the unions before 
doing anything. To make sure the bank's 
managers got the message, the unions 
staged lightning strikes just before 
Christmas, disrupting the distribution of 
banknotes in Marseilles and other areas 
of the country. 

Mr Trichet and his colleagues may 
soon have more politicians to deal with. 
A group of mayors from towns that are 
likely to lose their tills is planning to 
meet later this month to co-ordinate pro- 
tests against the closures. With regional 
elections due in March, the bank may 
soon find politicians requesting that its 
social dialogue get even deeper. Setting 
monetary policy must seem easy by 
comparison. 
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rules and choose a single president for the 
full eight-year term. And if it is not Mr 
Trichet? His talents will not be wasted. Ru- 
mour has it that the French government is 
on the look-out for someone to replace 
Jacques de Larosiére, the boss of the Euro- 
pean Bank for Reconstruction and Devel- 
opment. Mr Trichet’s next home could be 
London, rather than Frankfurt. 





Hong Kong after Peregrine 


Scaring the bears 


HONG KONG 


HE manager's remit at one successful 

New York hedge fund allows him only 
to sell Hong Kong shares short, never to buy 
them.A profitable business, of late, for a cal- 
lous young trader: for the Hang Seng index 
had fallen, by January 12th, to half its level 
of last summer, when Hong Kong's troubles 
began. But the trader has had enough of the 
turmoil, profitable though it has been. “It’s 
too much strain,” he says. "| want it to stop." 

When even hedge-fund managers have 
trouble whipping up bearish enthusiasm, 
are volatile markets on their way to calm- 
ing down? That is the hope in Hong Kong. 
The Hong Kong dollars iron peg to the 
American dollar has held against the sec- 
ond nervous patch in three months. The 
markets seem to have concluded, at least 
for the moment, that the currency will stay 
firm—although each time interest rates rise, 
shares wobble. Those investors who bet 
heavily against the government's resolve to 
hold the Hong Kong dollar to its peg have 
come up losers. “If we don't hold the peg, 
the consequences are unimaginable,” Tung 
Chee-hwa, Hong Kong's leader, said on Jan- 
uary 15th. 





Peregrine plummets to earth 


70 


This week's panic stemmed from the 
collapse of Peregrine Investments, Hong 
Kong's largest investment bank, which filed 
for liquidation on January 12th. The trou- 
bled bank, which had suffered huge losses 
on Indonesian loans and bonds, had 
thought it had a rescuer in Zurich Group, a 
big Swiss insurer. The deal collapsed at the 
last minute when one of Peregrine's bank- 
ers, First Chicago NBD, refused to extend an 
emergency line of credit. This demonstra- 
tion that Hong Kong could not avoid Asia's 
problems led investors to dump Hong 
Kong shares. 

In principle, of course, there was no rea- 
son for this to affect the Hong Kong dollar. 
Hong Kong manages its exchange rate 
through a currency board, which holds one 
American dollar to back every 7.8 dollars in 
Hong Kong's money supply. That means 
that, when investors sell Hong Kong dol- 
lars, the territory's money supply automati- 
cally shrinks. The government's ability to 
sustain the exchange-rate peg depends en- 
tirely on its ability to withstand the pain as 
a shrinking money supply forces interest 
rates higher and squeezes the local econ- 
omy. Most people now seem convinced 
that the government is willing to tolerate 
even a massive drop in share and property 
prices—a government land auction on Jan- 
uary 13th saw bids 50% below those for sim- 
ilar land just before Christmas—in order to 
hold the Hong Kong dollar firm. 

Any sign that local investors have yet to 
be persuaded will be read first in bank-de- 
posit figures. Some 57% of total deposits are 
held in Hong Kong dollars. That figure has 
fallen in recent months, but is still higher 
than a year ago. If it begins to drop signifi- 
cantly, that would be a mark of concern. 

Hong Kong is not yet out of the woods, 
and not just because high interest rates give 
warning of pain to come. An unanswered 


question is whether China will stick out the 
regional crisis. If the Chinese government 
devalued the yuan, the consequences for 
Hong Kong would be severe, calling into 
question China’s commitment to the Hong 
Kong dollar peg. China’s leaders have of- 
fered assurances to Hong Kong's top offi- 
cials that they have no intention of 
devaluing. 

Indeed, at a time when foreign reserves 
are bountiful and exports still strong, Chi- 
na's leaders have no need to contemplate a 
devaluation. But who believes govern- 
ments these days? Certainly not a large 
number of Chinese. For the first time in 
years, Uighurs from the west of China, the 
traditional money-changers, have reap- 
peared on the streets of Beijing, and people 
are eager to buy dollars from them. 





Japan's battered banks 
Details, details 


TOKYO 


T MAY go down as the most expensive 

bandage in history. After much dither- 
ing, the Japanese government now Says it is 
willing to spend up to Y30 trillion ($230 
billion) to rescue the banking system. An 
impressive sum—but the details are far less 
clear than the capital markets hoped for. 
And while they await more information, 
investors are demanding such a huge risk 
premium to lend to Japan's weaker banks, 
including some big ones, that some banks 
may yet be forced to shut. 

As Japan's Diet, or parliament, recon- 
vened this week, dealing with the banking 
crisis was the main topic at hand. The fi- 
nance ministry has now admitted what 
many people had long suspected: that the 
banking system's bad loans total not Y27 
trillion, as it had claimed before, but, on a 
broader definition, ¥77 trillion. How the 
government proposes to deal with this is 
still uncertain. Of the ¥30 trillion, ¥17 tril- 
lion is to be used to protect depositors, and 
the remaining Y13 trillion is to be injected, 
one way or another, into the banks. 

How? Sorry you asked. One idea is to 
spend that Y13 trillion to bolster the capital 
of the strongest banks. Two big and appar- 
ently healthy institutions, Bank of Tokyo 
Mitsubishi and Sanwa Bank, and one big 
regional bank, Bank of Yokohama, have in- 
dicated that they want to tap the govern- 
ment's money. But the funds may also be 
used to bolster the capital of even the 
duffest banks. Either approach presents 
problems. Injecting money willy-nilly 
maintains overcapacity in the banking sys- 
tem and could end up rewarding badly run 
banks. And it does nothing at all to tackle 
banks’ bad loans. 

The size of the bad-loan problem can 
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Lots of reserves 


only grow. Japan’s economy has stalled and 
bankruptcies, already at record levels, are 
increasing. Then there are loans by Japa- 
nese banks to companies elsewhere in 
Asia—a whopping $276 billion, according 
to the Bank for International Settlements, 
although the true figure is probably much 
higher. Bankers have already had to roll 
over many of these loans, and, thanks to 
currency crises and economic collapses, a 
large proportion will probably end up un- 
recoverable. It is perhaps no coincidence 
that Bank of Tokyo-Mitsubishi and Sanwa 
Bank have the largest Asian loan books. 

Small wonder, then, that the markets 
are less than impressed with the “details” 
of the government's package. Bank shares 
have barely budged. The Japan premium, 
the extra rate which all Japanese banks 
must pay to borrow in foreign currencies, 
has fallen only a bit. 

Worse still, the markets are loth to lend 
to Japanese banks even in yen. Foreign 
banks have not increased their credit lines 
to healthy Japanese banks, let alone weaker 
ones. Nor have bond investors taken up the 
slack. This week a subordinated bond is- 
sued by Sakura Bank was trading at a 
whopping seven percentage points over 
Libor, the rate at which the healthiest banks 
borrow. Market rumours in New York that 
Sumitomo Bank was in trouble forced it to 
issue a categorical denial. 

So it is clear that Japanese banks still 
find funding horribly expensive. The weak- 
est are surviving thanks only to huge injec- 
tions of money from the Bank of Japan. Ja- 
pan is at last talking openly about the 
banking system's problems. But if that talk 
is not followed quickly by action, some 
well-known names in Japanese banking 
may soon run out of money. 
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After privatising 


Extended 
franchise? 


OHN PRESCOTT, the man in charge of 

Britain's newly privatised railways, faces 

a tough decision. Several operating com- 
panies want to buy fast new trains to meet 
rising demand. But in return, they want the 
deputy prime minister to extend their fran- 
chises. Should he agree? 

Mr Prescott's dilemma exposes a flaw in 
the way Britain's railways were privatised, 
with important lessons for governments 
around the world. The rail operators can 
hold the government to ransom because 
each, more or less, has a monopoly on a 
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particular part of the rail network for the k 3 


term of its franchise. They are thus in a 
strong position to demand better deals 
than the ones they struck when bidding for 
pieces of state-owned British Rail a year or 
two ago. In particular, they can press the 
government to extend their franchises in 
exchange for buying new trains to cope 


with increases in passenger numbers. If — 


they succeed, many of the supposed bene- 
fits of privatisation may be undermined. 
When the British government decided 
to leavethe rail business, it put forth a novel 
approach to privatisation. Rather than sim- 
ply selling British Rail as a unit, it dealt off 
the infrastructure, such as track and sta- 
tions, to a single company, and separately 
auctioned 25 franchises to run trains along 
various lines. The award of franchises, most 
lasting seven years, was meant to encour- 


. Germany's “silver bullet" 


FRANKFURT 


N THE long campaign to modernise 

Germany's turgid capital markets, the 
Borsen-Zeitung has been at the forefront. 
The paper calls ceaselessly for greater 
transparency in share trading and more 
honest accounting by German business. 
It regularly skewers those captains of in- 
dustry and finance who, in the time-hon- 
| oured German way, strike behind-the- 
scenes deals with minimal regard for 
shareholders. How ironic, then, that the 
| family-owned newspaper itself is run in 
the stuffiest traditions ofthe old system it 
wishes to end. 

The Borsen-Zeitung is among the 
most expensive daily papers in the 
world. For the hefty DM7.20 ($3.80) cover 
price, readers get the best and most de- 
tailed reporting of German companies. 
The editor, Hans Konradin Herdt, has 
the sharpest pen of any financial jour- 
nalist in the country: bound copies of his 
leading articles are sent to all subscribers 
as a Christmas present. His satirical tal- 
ents reduce sober-sided German finan- 
ciers to stitches. "A silver bullet into the 
boardroom,” is one advertisers assess- 
ment of the paper's reach. 

Just who reads it? That, it turns out, is 
a closely guarded secret. Unusually for a 
newspaper supported by advertising, the 
Borsen-Zeitung refuses to dis- 
close figures, lest they be “mis- 
understood", Mr Herdt says. It 
also declines to commission 
standard research about its 
readers jobs and spending 
power. Insiders suspect that cir- 
culation is small, between 6,000 and 
10,000. Simon McPhillips of DMB&B, 
an advertising agency, says the "ludi- 
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crous” lack of information certainly de- 
ters advertisers, especially foreign ones. 

That is not the paper’s only bow to 
the old ways. Its layout is deliberately 
dull and text-heavy (heavier even than 
The Economist), and 25 pages a day are 
given over to tables, set in minuscule 
type, reporting on every tradable security 
in Germany, however minor or illiquid. 
Its Internet presence is amateurish (po- 
tential subscribers can download a sub- 
scription form from the Net, but may re- 
turn it only by fax or post). Its archive, a 
rich source of information about Ger- 
man companies, is not yet available 
electronically. 

The ebullient Mr Herdt, a stalwart on 
the paper for nearly 30 years, loyally de- 
fends his proprietors’ fuddy-duddy hab- 
its. The paper is profitable, he says—and 
increasingly so in recent years. Advertis- 
ing is doing well. “We see no reason to 
change our policy,” he declares. But it is 
tempting to wonder whether the paper 
would not do even better with some ag- 
gressive shareholders demanding higher 
returns. That has worked wonders else- 
where in German industry—as the 
Borsen-Zeitung has reported with 
enthusiasm. 
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A route to competition? 


age the rail operators to behave as if they 
were in a competitive marketplace, even 
though only one company operates on 
most routes. The carrot of franchise re- 
newal and the stick of regulation, it was 
thought, would induce the companies to 
keep fares down and provide good service. 

Franchising has been widely used to 
privatise public services other than rail- 
ways. In many cases it works well; limited- 
time franchises for refuse collection, for ex- 
ample, have lowered costs in a number of 
cities in Britain and America. 

But, as it turns out, there is a crucial dif- 
ference between collecting rubbish and op- 
erating trains. The assets needed to collect 
rubbish—mainly lorries—can be used by 
many different companies; a haulier can 
buy equipment knowing that, should its 
franchise not be renewed, the equipment 
can be sold to others. Not so with Britain's 
railways. Because the various lines have di- 
verse passenger demands and different sys- 
tems for powering trains, a train suited to 
one route may not be usable on others. This 
limited secondary market. the rail oper- 
ators argue, means that they cannot justify 
spending large sums on rolling stock unless 
they are sure of keeping their franchises 
long enough to recover their investments. 

Resolving this conflict between the gov- 
ernment's desire to promote competitive 
behaviour and train operators’ desire to se- 
cure their investment is difficult. One alter- 
native is to separate activities requiring ir- 
retrievable capital investment from the 
rest. In most of France, for instance, private 
franchise-holders supply the water but lo- 
cal authorities maintain the pipes—a solu- 
tion which, if applied to Britain's railways, 
would have the government owning car- 
riages and engines but not running trains. 

Another approach would let a com- 
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pany carry on running trains once its con- 
cession expires, in competition with the 
new franchise-holder. Virgin Rail says it 
wants to do this between London and 
Manchester. The trouble is, if Virgin Rail al- 
ready owns trains, it could under-price a 
newcomer needing to recover an enor- 
mous up-front investment in equipment. 
This would discourage others from bid- 
ding for the franchise. 

In the end, then, there may be no ideal 
solution to Mr Prescott’s immediate di- 
lemma. But there is a way of improving the 
situation over the longer term. Instead of 
franchising monopolies, the government 
could encourage operators to compete 
head-to-head on many routes, just as air- 
lines do. That would create competition 
and a resale market for trains at a stroke. 
Passengers would benefit from keener 
prices and more choice. And operators 
would have an incentive to invest in new 
trains: if they did not, passengers could 
simply choose another rail company. 





Czech banks 


Provisional 
problem 


PRAGUE 


WO months ago, the Czech finance 

minister, Ivan Pilip, was telling the 
world that his country’s four biggest banks 
would be fully privatised by the end of this 
year. Since then, however, a change of gov- 
ernment and a row over the value of one of 
the banks have delayed matters. This week, 
a startling revelation at Komercni Banka, 
which is 49% state-owned, has put the bank 
privatisation project in doubt. 

Komercni, which with assets of 456 bil- 
lion koruna ($12.7 billion) is Central Eu- 
rope's biggest bank, announced on January 
12th that it would make loan-loss provi- 
sions of 10.5 billion koruna for 1997. This, 
the bank said, came after having revalued 
property it holds as collateral—confirming 
a widespread belief that its bad-loan prob- 
lems may be worse than it has claimed. As 
of September a fifth of Komercni's loan- 
book, or 55 billion koruna, had not re- 
ceived any interest or principal payments 
for more than a year. Of that, 37 billion ko- 
runa was not covered by provisions—a sum 
greater than the bank's equity. 

Komercni's disclosure came on top of 
new troubles at two other banks that are on 
the privatisation block. Japan's Nomura Se- 
curities long ago agreed to pay between 2 
billion and 5.8 billion koruna for the state's 
36% stake in Investicni a Postovni Banka 
(1PB), the third-biggest bank, with the exact 
price to depend upon an audit. Two audi- 
tors, Price Waterhouse for Nomura and 


Ernst & Young for the state, came up with 
widely divergent judgments. According to 
rumours in Prague, Price Waterhouse dis- 
covered a need to boost IPB's provisions by 
20 billion koruna. Neither the accountancy 
firm nor Nomura will confirm the figure. 
In any case, the Japanese offered about 2 
billion koruna, and that only if the govern- 
ment first cleans up the bank. Late on Janu- 
ary 15th, Mr Pilipand Nomura were in talks 
to cut a deal. 

The central bank is locked in a similar 
row with GE Capital, the finance subsidiary 
ofthe American industrial firm of the same 
name. GE Capital, together with the Euro- 
pean Bank for Reconstruction and Devel- 
opment, is the only bidder for Agrobanka, 
which until its collapse in 1996 was the 
country's fifth-biggest bank. GE is offering 2 
billion koruna and wants indemnities 
against undiscovered losses. The central 
bank is holding out for 3 billion koruna. 

These cases makes a mockery of claims 
from Czech bankers that their loan books 
are not as bad as they look. Their reports 
show that nearly a third of all outstanding 
loans are delinquent, and that provisions 
and collateral are woefully insufficient. 

The new government, led by Josef 
Tosovsky, a former central-bank governor, 
intends to press ahead with the sales proce- 
dure. On January 23rd a commission is to 
award mandates to investment bankers, 
who will prepare the banks for sale. That 
may not matter. The Czechs will hold a gen- 
eral election in June, and if recent polls are 
anything to go by, the left-leaning Social 
Democrats will sweep into power. They are 
dubious about selling the banks. A poll this 
week showed nearly half of the Czech peo- 
ple agrees with them. 
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U a improve he effi 
y of trading, ultimately benefiting 





| investors by far more than a paltry $1 bil- 


lion. And did they? Two new studies re- 


2 |. visit the issues at Nasdaq. They find that 
-Fo although the market has become much 







. more efficient, investors are not getting as 
+ good a deal as they might. 

^. In their original article, Messrs Chris- 
- tieand Schultz found that in 70 of the 100 


most heavily traded stocks, Nasdaq deal- 
ers avoided quoting prices in odd eighths 


ofa dollar. Buyers were far more likely to 
quote shares at 2812 or 28* than at 285s. 
- This raised the possibility that the dealers, 


-. |. known as market makers, were tacitly col- 
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. luding to keep the gap between the price 

.:| they paid for a share and the price at 
T which they sold it wider than it would 

have been in a truly competitive market. 


a Setting the terms 


How could the market makers rig the so- 


called bid-ask spreads in this way? 


Broadly speaking, stockmarkets come in 
two main forms. Some, such as the New 
York Stock Exchange, are primarily “auc- 
tion" markets; prices are set by the inves- 
tors placing orders to trade at a given 
price, with buyers and sellers being 
paired off by a "specialist" or a central 
computer. Nasdaq, by contrast, is primar- 
ily a "dealer" market, in which market 


makers compete for orders by quoting 


prices at which they are willing to buy or 
sell. This makes for entirely different dy- 
namics. In pure auction markets, the in- 
vestor states his terms and the specialist 


 triesto arrange a trade on those terms. On 


a pure dealer market, however, the inves- 


tor must trade on whatever terms a mar- 


Now that its price-fixing scandal has been laid to rest, has Nasdaq become 
| ? more edent i 





ket maker offers or not at all. 

Some of the main rule changes, intro- 
duced early last year by the Securities and 
Exchange Commission (SEC), aimed to 
end the market makers’ dominance of 


make customers’ orders public. More- 
over, the previously exclusive electronic 
systems used to trade big orders were 
opened up, so that prices on these sys- 
tems, which were often better than those 
offered by the market makers, would be 








visible and available to the public. 

The impact of these rules, which ini- 
tially applied only to 100 companies 
traded on Nasdaq, has been analysed by 
five economists, including Messrs Chris- 
tie and Schultz**. They find that spreads 
fell by around 30% immediately after the 
new rules took effect in January 1997 (see 
chart). Spreads narrowed most in shares 
which previously had the widest spreads. 
The economists then ask if these improve- 
ments could be due to another rule 
change, which reduced the number of 
shares that a dealer was obliged to trade at 
the quoted price. This, they say, did not 
help narrow the spreads. 

The study concludes that the new 
rules are not entitled to all the credit for 
narrower spreads. The extensive publicity 
given to the price-fixing charges, and the 
closer regulatory oversight that these 
charges prompted, also helped reduce 
spreads to levels similar to those on the 
New York Stock Exchange. 

After the period analysed in that arti- 
cle, another new rule took effect. From 
June 1997 dealers had to quote prices in 






quoted odd te Sp ae only 6. e 
Hine. When one market maker d 
price setting. The sec directed Nasdaq to. a 











similarities with the original. study b / 
‘Messrs Christie and Schultz. " 


According to Mr Whitcomb, avoiding | E. 






ied b Yusif Simaim,n i 
€ and David. Wt 





























tors ate are an interest, air by the 




























In principle, last years rule changes 
ought to mean that the avoidance of odd 
sixteenths is not as troubling as was the 
avoidance of odd eighths, because market 
makers can no longer deny investors ac- — 
cess to the better prices that might be | 
available on electronic trading systems. | 


odd sixteenths is nonetheless a symptom _ 
of something quite worrying: that there ` 
are in effect two Nasdaq markets, one 
centred on the electronic systems, in 
which best. prices are set, and the dealer 
market, which is a price follower. | 
. These two markets are still not per- 
fectly linked. The electronic systems, for 
instance, often quote share “prices to. 1/64. 
of a dollar. Dealers are prone to roun 
those prices to 1/16 of a dollar, eking out 
few extra cents of profit Mr Whitcomb a 
gues that investors would benefit 
Nasdaq stocks were more finely priced, 
ideally in hundredths of a dollar. How- 
ever, a plan backed by the sec to | 
“decimalise” share prices on all America's 
stockmarkets seems to have ground to a | 
halt. That is a pity, for the potential gains |. 
could be huge. The evidence: immedi- 
ately after the introduction of sixteenths |. 
last June, spreads on Nasdaq narrowed | 
again, by roughly 10%. | | 
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"Why do Nasdaq market makers avoid odd-eighth DE 
quotes?" Journal of Finance. May 1994. 

** “Nasdaq market reform: new evidence that comp 
tition from the public lowers trading costs”, by Micha 
Barclay, William Christie, Jeffrey Harris, Eugene Kar 
and Paul Schultz. Journal of Finance. Forthcomin 
t"The quotation behaviour of electronic com 
tion networks and Nasdaq market makers" ~ Rut 
University working paper. 1998. 






































WASHINGTON, DC 


HE universe has reached escape veloc- 
A ity. It did so about 15 billien years ago, 
give or take a few billion; bu: it was only 
last week that earthlings pretty much con- 
vinced themselves of it. Most will not feel 
the practical consequences for another 100 
billion years or so, but for those of them 
. who are theoretical cosmologists, the mat- 
. teris rather more urgent. 
The news came from differe 





nt quarters, 
ary 1st, and in a series of papers presented 
. at the winter meeting of the American As- 
-. tronomical Society in Washington, pc last 
- week. Several scientific teams, using differ- 
. ent approaches, announced that it now 
- seems unlikely that the currently expand- 
- ing universe will ever collapse again in a 
- catastrophic reversal of its birth event, the 
< Big Bang, or even come to a virtual stand- 
still. Instead, it will continue tc grow bigger, 
.. colder, darker. ind emptier, B 
5 searchers have all measured, 
one way or another, i is the mass density of 
the universe. As the universe swells, the 
gravitational pull of the matt r it contains 
slows down its expansion. If the matter 
were dense enough—the so-called critical 
density—it would one day hait the expan- 
sion altogether. nd. if the mass density 




















Big Crunch cancelled 


in an article published in Nature on Janu- 


ND TECHNOLO 


The cosmos is going to keep getting bigger. Forever 


were greater than the critical density, it 
would eventually pull the universe back in 
on itsel£) The new results put the actual 


mass density at about one-fifth of the criti- 


cal density. 

Measuring the density of the universe is 
not as simple as counting the particles in it 
and dividing by the volume they occupy. 


Some particles draw attention to them- 


selves by being inside stars and helping 


them shine; but others are hidden inside 
dust clouds or black holes. Still others may 
make up the mysterious "dark matter" that 
astronomers cannot see, but think consti- 
tutes most of the stuff in the cosmos. It is 


actually easier to work the other way round: 
deduce how much mass there is by measur- 
ing how fast its gravity has slowed the uni- 
verse's expansion. That is done by estimat- 
ing the distance to galaxies far, far away 
and measuring the rate at which they are 
speeding away from earth. 


The death of inflation? 


Astronomers have long been doing the 
same thing for a different, but related, pur- 
pose: to find out how old the universe is. 
Divide the distance to a galaxy by its speed 
of recession and out comes a time—the 


“Hubble time”, which is how long the gab 


es are easily 


axy must have taken to get that far away 
from earth since the Big Bang, when every- 
thing was in one place. However, this sim- 
ple calculation does not give the age of the 
universe directly, since the expansion was 
faster in the past than it is now. It has to be 
corrected. If the universe has exactly the 
critical density—the usual assumption up 
to now-—then the age of the universe works 
out to two-thirds of the Hubble time. 

For a long time, observations of hastily 
departing galaxies consistently gave an age 
for the universe of around 15 billion years. 
More recent estimates, based on better 
ways to measure the distances to galaxies, 
have instead suggested a youthful 12 billion 
years. This number, however, has been 
hard for astrophysicists to reconcile with 
the presence of stars in the Milky Way gal- 
axy that are almost certainly a few billion 
years older. The best way to solve this dis- 
crepancy, some propose, is to stop assum- 
ing that the universe is at the critical 
density. 

Unfortunately, the assumption of criti- 
cal density is a necessary result ofthe theory 
of "inflation", which says that there was a 
short period of extremely rapid expansion 
after the Big Bang. Cosmologists favour in- 
flation because it produces a universe like 
the one they see today: one that is, on the 
large scale, relatively unlumpy. Inflation, 
the theory goes, starts when gravity has not 
yet had time to cluster matter together; and 
when it ends everything is so far apart that 
gravity packs considerably less punch, so 
the formation of clusters of galaxies pro- 
ceeds at the stately pace seen now. 

But inflation also creates a universe of 
almost exactly the critical density. The new 
observations flatly contradict this expecta- 
tion, and do it using no less than three dif- 
ferent kinds of distant celestial object: 
supernovae, radio galaxies and massive 
clusters of galaxies. 

Groups led by Saul Perlmutter of the 
Lawrence Berkeley National Laboratory, in 
Berkeley, California, and Peter Garnavich 
of the Harvard-Smithsonian Centre for As- 
trophysics, in Cambridge, Massachusetts, 
hunt distant galaxies for so-called type 1a 
supernovae. These are huge explosions that 
occur when a white dwarf (a type of burnt- 
out star) that has been gradually sucking 
material from another nearby star reaches 
a certain critical mass and goes bang. 

Because the critical mass is always the. 
same, all type 1a supernovae are more or. 
less equally bright. How bright they look 
from. earth therefore indicates how far. 
away they are, relativeto one another. Their 
easured fom. the , 








mething is moving away, the redder the 
ght from it looks). And since it takes time 

yr their light to reach earth, each super- 

. nova is effectively a record of how fast its 
. region of space was moving at some time in 
.the past. For instance, the oldest known 









_ type 1a supernova took pl oo the uni- 
verse was half its presentage.. ^ — 
Drs Perlmutter an aavich are susing 


these cataclysms as cosmic beacons to m 
out the history of th erse’ s growth. 
They have found that the expansion has 
-slowed less dramatically than it would if 
| the universe were at the critical density. 

. "Asimilar approach, taken by Ruth Daly 
‘of! Princeton University, i in New Jersey, uses 
: galaxies that emit lots of radio waves. Here, 
"the galaxies are known to be roughly the 
: Snie hei widths of their images on 





» tances. 


` WASHINGTON, DC 


"THE boringly named celestial object - P. 


qu “GRS 1915+105 is becoming more and 
EE mote fun. In 1994 this black hole around 
| and into which a disc of gas is swirling 
:1-wasthefirstthingin the Milky Way galaxy 
cps that, was found to show “superluminal 

H 

| 


| motion”. Thatis, it shoots outa pairofgas- | 


^|; eous jets at close to the speed of light, 
hich—owing to the peculiarities of rel- 
ativistic space and time—give the false 
mpression of breaking this universal 
: t. speed limit. More recently GRS 19154105 
|. was shown to drag space with it as it 
.Spins. Now, astronomers who have con- 
inued to watch GRS 19154105 think they 
ve actually seen where these jets come 
- from. In the process, they are adopting a 
a rather better name for it: Old Faithful. 

< Many black holes have companion 
stars, and slurp material off their weaker- 
gravity neighbours. This forms an “accre- 
tion disc” of matter spiralling gradually 
into the black hole. In the process the mat- 
ter gets hot—so hot, by the time it reaches 
the inner part of the disc, that it glows not 
just with heat and light, but with x-rays, 
framing the otherwise hard-to-spot black 

hole in an intense glare of radiation. 

In the past two years astronomers 
have learned a lot about black holes 
through the eyes of the Rossi x-ray Timing 
Explorer (RXTE), a satellite owned by 

America’s space agency, NASA. And last 
week Ronald Remillard of the Massachu- 
setts Institute of Technology told the 
_ American Astronomical Society meeting 
that x-rays from GRS 1915+105, as ob- 




















dshif” of light they « mit. (the. faster d 





Neta Bahcall, also of Princeton University, 
just counts large clusters of galaxies. These 
clusters are thought to have formed gradu- 
ally from the few large pockets of slightly 
denser matter left after inflation. In a uni- 
verse that was close to the critical density, 
these pockets would have scant influence 
on their surroundings, and clusters would 
form relatively late. The astronomer from 
earth should therefore see the number of 
clusters diminish sharply as she looked far- 
ther into the universe and hence into the 
past. Dr Bahcall found no such decline. 

So what is a theorist to do? Succumb to 
the observations, as always. Martin Bucher 
and colleagues of the State University of 
New York at Stony Brook and Princeton 
University have in fact been developing a 
modified, two-step version of inflation that 
produces a less dense universe. Their the- 
ory has the added merit of predicting a spe- 
cific pattern of fluctuations in the “micro- 
wave background”, a dim glow of radiation 
filling the sky that is the faint echo of the Big 






served by RXTE, tend to disappear every 
20 to 40 minutes. This suggested that the- 
inner part of the accretion disc itself had 
disappeared. Where could it have gone? 
Theory has proposed the answer for some 
time: into the jets. 

Jets of matter that spurt out ofa system 
at right angles to a rotating accretion disc 
are a widespread phenomenon, found 
everywhere from vast “active galaxies” 
with giant black holes at their centres, to 
infant stars. But the jets are usually ob- 
served at some distance from their pro- 
genitors, and how they are formed—and 
whether they are formed the same way in 


all. their different manifestations—re- 


| and the Centre 


it d e radio nd infra-red. | | SS 


that the stuff in the jets comes from the : 





























Bang. This idea may | 
the Microwave Anisotro 
launched in 2000 by NASA S 
agency, or by the Planck satellite, à. ven 
from the European Space Agency duet 
ter orbit in 2006. | 

But ifthese observers do not back: 
new version of inflation, the cosmologists. 
could be forced to entertain a far more radi- 
cal notion—one, however, that some in 
Washington last week seemed quite happy. 
to contemplate. This is to resurrect one. of 
the great exiles of physical theory, the “cos- 
mological constant". 


Einstein' s blush 


The constant was originally a feature of 
general relativity, Einstein's theory of grav- 
ity. When he formulated the theory, the un 
verse was thought to be static—neither ex 
panding nor contracting. But a stati 
universe ought not to stay static; it ought 
shrink under the gravity of its own cor 
tents. Einstein therefore added a a const: 3 


nism is that some of the gas at the acere- 
tion discs inner edge, instead of being 
sucked. into the no-return abyss of the 
black hole, is funnelled out in a thin, fa 
stream by the high pressures in that part 
of the disc. Another is that a magnetic. | 
field is dragged around with the disc, | 
twisting and tangling as it goes, and from: 
time to time-an instability develops that. 
flings material. away from the anui 
surface. * 
- Forall this theorising, no one had. ever | 
established an observed connection be- 
tween discs and jets But Stephen. 
Eikenberry at the California Institute of- 
Technology and his colleagues. at NASA 
d'Etudes. de Saclay 1 
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his not only makes it almost certain 





accretion disc; it also says something 
about how. Since this Old Faithful |. 
(though it isn't always faithful—it some- 
times takes long and inexplicable rests). | - 
erupts, like its earthly namesake, in vio- = 
lent and intermittent bursts, whatever is |^. 
going on is nota smooth streaming ofma- 
terial from the inner edge of the accretion =! 
disc. Closer observations. of the x-ra 
may reveal whether the explanation lies 
ina jumbled-up magnetic field, o 
thing else altogether. More cert: 
Old Faithful r1 is unlikely t ) 
tourist trap. 










































galaxies, which showed that the universe 
. was in fact expanding, Einstein removed 
. the constant shamefacedly (though grate- 
fully, since it marred the pleasing simplic- 
ity of his theory). 

Now, it seems, it could rescue inflation 
theory instead. The cosmological constant 
is, in effect, the energy density of empty 
space, so it counts as a kind of mass. Added 
to the usual kind of mass, it could give the 
universe the critical density that inflation 
theory demands. Calculations of the uni- 
verse's age, however, would still only rely 
on the "real" mass, resolving the uncom- 
fortable paradox of a too-young universe. 

it would also alleviate the dark matter 
problem. From the way galaxies spin (like 
solid objects, rather than getting strung out 
as their edges lag behind their centres), 
- astronomers infer that they contain about 
. 1045 times as much invisible as visible 
. matter. What the invisible material could 
be is already hotly debated; worse, it still 
leaves the universe with five to ten times 
too little matter to attain critical density. 
This has led astronomers to postulate the 
existence of vast numbers of exotic particles 
to make up the balance. A cosmological 
constant could do it instead. 

Reinstating the constant would still 
give physicists headaches. For instance, the 
idea that empty space contains energy is 
not totally new to them: quantum theory 
says (and it has been verified) that the vac- 
uum is awash with particles popping 
> briefly into existence and disappearing 
again. But unfortunately, according to 
. quantum theory, the vacuum should actu- 
. ally contain vastly more energy than even 
. the biggest estimate for the cosmological 


constant iani. | 


| Edwin Hubble’ $ discovery of ihe redshift of | 





“In addition, as the universe grows, its 
mass density—and hence the braking effect 
of gravity—will drop, while the cosmologi- 
cal constant and its repulsive effect would, 
by definition, stay the same. Instead of de- 
celerating, the universe would one day, in 
the far future, speed up its expansion. This 
makes cosmologists scratch their heads. But 
for most people, life is too short to worry 
about it. 





Wired "C , i 
Sorry, officer, | 
was just surfing 


DETROIT 


OU slip the key into the ignition and 

. crank the engine to life. But before you 
put the car into gear, you tap a key on the 
keyboard mounted by the steering wheel, 
and your newest e-mail flashes up on the 
windscreen. 

This seductive satyr is what you get 
when you cross a car and a computer. 
Dubbed the "network vehicle", or net-mo- 
bile, it may soon come to a driveway near 
you (probably the one belonging to your 
rich neighbour). In a net-mobile, a motorist 
could tap into a regional road system not 
only to get directions but also to map out a 
route around rush-hour traffic snags. Driv- 
ers and passengers will be able to send and 
receive e-mail, track the latest sports scores 
or stock quotes, surf the Web, and even play 
video games. Or so, at least, say a number of 
computer-industry firms such as Microsoft, 
Sun, 1BM and Netscape. 

The modern car is already an electronic 
showcase on wheels. On-board microcom- 
puters improve fuel economy and reduce 
emissions. They operate anti-lock brake sys- 


tems, and on some cars even regulate the 


firmness of the shock absorbers. But much 
of the technology needed to add extra, In- 
ternet-based features is available now. A 
prototype network vehicle, produced by a 
consortium of Netscape, Sun, IBM and 
Delco (an automotive-electronics firm 
based in Michigan), was introduced at the 
recent annual COMDEX computer-industry 
show in Las Vegas. 

It not only offered such desktop-com- 
puter-like services as e-mail, but allowed a 
driver to use them without looking away 
from the road. It was operated by voice 
commands and projected its data on to the 
windscreen, using the same sort of head-up 
display system found in modern fighter 
jets. Members of the consortium think a 
real-world network vehicle could be in pro- 
duction in as little as four years. 

Car makers have already begun rolling 


out some of the features found on these 






General ! Motors car equipped 1 Pbi 


Star system locks his key in the car, for ex- 
ample, an emergency centre can transmit a 
digital signal to unlock the doors. OnStar 
also calls automatically for help if an acci- 
dent triggers the airbags. Toyota and Gen- 
eral Motors are among a growing list of 
firms offering in-car navigation systems. 
And in Europe, BMW and Mercedes-Benz 
recently introduced navigation hardware 
that can not only plot out a route, but alert a 
driver to traffic jams along the way. 

Companies are now vying to design the 
basic electronic architecture and operating 
systems that future network vehicles will 
use. One of those in the fray is Microsoft. 
On the same day the 1BM-Netscape-Sun- 
Delco group rolled out its concept car, 
Microsoft was showing offa prototype "net 
car" of its own, developed in partnership 
with United Technologies Automotive 
(UTA), one of Detroit's largest suppliers of 
electrical and electronic hardware. 

In the prototype, a flat-panel video dis- 
play is bolted to the place where instru- 
ments such as the speedometer would nor- 
mally be mounted. This transforms the car 
into a virtual office, giving motorists not 
only dull information such as how fast they 
are travelling, but also e-mail, the Internet, 
news services and navigation functions. 
For this purpose, ura has licensed 
Microsoft's CE operating system, which is 
similar to the Windows CE software devel- 
oped for the handheld computers known 
as personal digital assistants. 

Any driver familiar with the flakiness of 
some early releases of Microsoft's products 
need not fear, however: his car will not 
crash each time the operating system does. 
The urA/Microsoft system will, according 
toaspokesman, be rigorously tested; and to 
start with it will only be put in charge of 
office-type tasks and certain “comfort and 
convenience" fripperies such as a garage- 
door opener or, more extravagantly, tem- 
perature-controlled cup-holders. A car thus 
equipped might not be any safer or friend- 
lier to the environment, but it would un- 
doubtedly have—as the spokesman ex- 
plained—"personality and competitive 
advantage". The operating system will not, 
he said, be unleashed on “mission critical" 
functions such as power-train control, 
airbags or seatbelts for some time. 

But drivers’ missions could still be un- 
der threat. A study released this week by 
America’s National Highway Traffic Safety 
Administration was the latest of several to 
conclude, unsurprisingly, that using a tele- 
phone whiledrivi ng increases the risk ofan 
accident (though it could not say by how 
much) Car makers had better do what. 
some at COMDEX were hinting, and link 
computers’ on/off switches to the “park” 
position on the gear-stick. 
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In anger and bewilderment 


Reliable facts from Algeria are scarce. But fiction published by Algerians 
in the past 12 months sheds its own light on their country’s torment 


HE severed head on the desk talks on. 

As blood stains her golden-red hair, the 
murdered teacher rounds off the tale from 
the “Arabian Nights” that only minutes be- 
fore she was discussing with her pupils: 
“Night, it is night every day, a thousand 
and one days, here, at home, in...” The 
voice fades before it can say “Algeria”. 

The scene sounds lurid to the point of 
melodrama. But it is fiction steeped in the 
realities of present-day Algeria, as Assia 
Djebar sadly remarks in an afterword to 
“Oran: Langue Morte” (Actes Sud, FFr148), 
a collection of her recent short stories from 
which the scene above comes. In the first 
two weeks alone of Ramadan, the fasting 
month which began on December 30th, 
more than 1,000 Algerians are reported to 
have died in murderous attacks on towns 
and villages. As henchmen, fanatics or 
avengers destroy factories, set off bombs in 
cities and cut villagers’ throats, powerless 
but talented Algerians are attempting to re- 
deem something from this horror by bear- 
ing witness to it in fiction. 

Certain authors, such as Ms Djebar and 
Rachid Boudjedra, were well-established 
before the latest wave of violence began. 
Others are newcomers to the literary scene, 
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and they write with the desperate urgency 
of people who have little to lose. Several, in- 
deed, have already lost their homes and 
jobs, not to mention relatives and close 
friends. They write from abroad or from the 
internal exile of some precarious hideout. 
At varying levels of literary sophistication, 
they all combine a drive and a rage that 
produces highly charged books, often with 
a strongly autobiographical slant. 

Gone is the self-censorship that many 
Algerian authors chose for themselves after 
independence from France in 1962. There 
is nothing proud or patriotic about silence 
any more. Everything will out—disillusion- 
ment, frustrations, hate, desire, love, all to a 
backcloth of vivid settings, be it lush coast- 
land or barren hill country. An Algeria that 
was or might be has never been so lovingly 
described or seemed so beautiful, even in 
crowded cities where rats and cockroaches 
infest the tenements. 

Frank and direct as these novelists are, 
their work circulates only with difficulty in 
their own country, if at all. Though the writ- 
ers mentioned here are all Algerian, they 
write or are published in French. The Alge- 
rian authorities control printing presses. So 
authors in Algeria must find publishers 


abroad if their writing is irksome for the 
army or government, as at present it can 
scarcely avoid being. For the shared as- 
sumption of all these writers is that, what- 
ever its roots and whoever the killers, the 
violence is homegrown and not a colonial 
leftover—a decisive change of attitude from 
the heroic fiction of independence. 


To stay or to go 


Not that these novels are manifestos or re- 
portage. Play on language provides narra- 
tive ploys—to erotic effect in Ms Djebar's 
"Les Nuits de Strasbourg" (Actes Sud, 
FFr128), when an Algerian woman discov- 
ers the art of love-making, in French, with a 
man from Alsace. This elegant story about 
the passing of time is also about the build- 
ing of bridges—cultural and emotional—in 
which the main character, at the heart of a 
cosmopolitan cast, is the city of Strasbourg. 
The action stops in 1989 and "Oran: Lan- 
gue Morte", which Ms Djebar wrote while 
working on "Les Nuits de Strasbourg", 
reads almost as a grim sequel. 

Mr Boudjedra writes in Arabic and 
French. The government censored him 20 
years ago because he wrote about corrup- 
tion in a one-party state and dwelt on ten- 
sions between tradition and modernity. 
Now the Muslim fundamentalists are after 
him. Even so, Mr Boudjedra continues to 
live in Algeria, in conditions that inform 
his latest novel, "La Vie à L'Endroit" (Living 
on the Spot; Grasset; FFr98). This is a chill- 
ing story about a man who cannot shake off 
the shadow of fear and who hides as zealots 
murder a football club's mascot, a dwarf 
cheerleader, for fun. 

Until February 1994, Dakia—her last 
name is withheld—was a carefree teenager, 
brought up in a home where Ramadan was 
a mouth-watering festivity and religion a 
private matter. Then her sister, a university 
student, started to receive threats. Dakia be- 
gan a journal, which is now in print as 
“Dakia, Fille d'Alger" (Flammarion, FFr24). 
For her and her sister, studying becomes an 
act of resistance after a schoolgirl is mur- 
dered for refusing to wear a veil. Eventually, 
the sister is sent to France and Dakia to Tu- 
nisia, where the diary ends. Their parents, 
who are militant democrats, stay on peril- 
ously in Algeria. 

Fanaticism splits up families but exile 
can destroy them. “Nawel et Leila", by 
Sabrina Kharbiche (Présence Africaine, 
FFr65), is also the story of two sisters. Close 
as they are, their Paris stay ends murder- 
ously amid irreconcilable desires: the one 
who wants to go home, where their mother 
has died kills the other, who is expecting a 
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child by a Frenchman and, precarious as it 
must be, sees her only future in France. 

To stay or to return? This dilemma is ex- 
plored by Hafsa Zinai-Koudil in “Sans 
Voix" (Voiceless; Plon; FFr98), an at times 
unbearable tale of Algerian women strug- 
gling, and frequently failing, to survive that 
recalls memoirs ofthe Warsaw ghetto or the 
Holocaust. Exiled in France, with her hus- 
band and children unable to join her be- 
cause of French administrative pusillanim- 
ity, Ms Zinai-Koudil is on the funda- 
mentalists’ hit list for her record as a film 
director and democrat. Far from whinge- 
ing, she pays tribute to countless Algerian 
women who, veiled or not, risk their lives 
each time they go shopping or to work, take 
the children to school or visit relatives. 

What does an exile do when her lover, 
who has stayed, is horribly murdered? Feel- 
ings of guilt, betrayal and, as there is not 
even a body to weep over, sheer unreality 
seem inevitable. In "Le Premier Jour 
d'Eternité" (The First Day of Eternity), by 
Ghania Hammadou (Marsa Editions, 
FFr130), the narrator, exiled in Paris, inter- 
weaves past and present, remembrance 
and mourning. By recreating in words the 
physicality ofher lover's presence, as well as 
of the streets, landscapes and rooms where 
they used to meet, she finds a sort of cour- 
age to live on. 

Perhaps the most enigmatic of these au- 
thors is a young woman in hiding in Alge- 
ria who writes detective fiction under the 
pen-name of Yasmina Khadra. In "Mori- 
turi" and “Double Blanc" (Baleine; FFr45 
each), the narrator is a policeman who acts 
hardboiled and macho. Women are given a 
rough time: a prostitute and police-in- 
former who wears a hidjab or street-gown 
with nothing underneath gets her throat 
slashed. The terse style and taut action re- 
call Dashiell Hammett or even Mickey Spil- 
lane, although their mean streets seem 
bland compared with Ms Khadra's Algiers, 
where Trabendistes (Algerian mafiosi) 
compete with religious fanatics and official 
thugs in the gruesome art of intimidation 
and murder. That is business as usual for 
Ms Khadra’s cop, who nevertheless turns 
out to be less tough than he pretends. To 
keep sane—a touch here of literary artifice— 
he escapes into writing stories. 

Against a real backdrop—the lethally 
dangerous world of Algerian journalism— 
Aissa Khelladi spins a melancholy fantasy 
in “Peurs et Mensonges" (Fear and Lies; 
Seuil; FFr120), casting himself as a latter- 
day Scheherazade, promised exile by his 
judge if he can write the “article of his life". 

The original Scheherazade of the "Ara- 
bian Nights" becomes "the liberator of her 
sex" when the sultan, beguiled by her tales, 
revokes a cruel decree to kill his wives. Alge- 
ria has many brave story-tellers. But what 
will free their country from its curse? 
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Letter from Norway 


. . i a - 


Of Knut and Edvard 


SLO makes a lot of Norway’s cultural 
heroes. In its snowy parks, not only 
Grieg and Ibsen, but every local worthy has, 
it seems, a public memorial. Everybody, 
that is, except Knut Hamsun, Norway’s 
best-known novelist. Proud of him as they 
are for his path-breaking classic, “Hunger”, 
Norwegians even nowadays are ill at ease 
about Hamsun’s flagrant Nazi sympathies. 
In the second world war, Hamsun sup- 
ported the collaborationist government of 
Norway’s pro-German traitor, Quisling. 
Bootlickingly, he sent the Nobel medal he 
had won in 1920 to Hitler’s propagandist, 
Goebbels. And when Hitler died, Hamsun, 
a self-professed cynic, openly mourned. 

As a writer, however, Hamsun is being 
rehabilitated. Before long, he may even get 
his own statue. Many of his more than 30 
novels are back in print and a new film 
“Hamsun”, starring Max Von Sydow, 
makes a stab at portraying his life in the 
round. Hamsun published "Hunger" in 
1890, when Hitler was one year old and Na- 
zism had not been heard of. The book was 
greeted as one of the first *modern" novels, 
using a reflective, inner voice long before 
Proust or Joyce. Its literary fans range from 
Isaac Bashevis Singer, America's greatest 
20th-century writer in Yiddish, to Irvine 
Welsh, the Scottish author of the much- 
praised, druggy "Trainspotting". 

In his private life, Hamsun was a man 
of generosity and, by and large, integrity, as 
a biographer, Robert Ferguson, argued per- 
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suasively over a decade ago in “Enigma: the 
Life of Knut Hamsun" (Farrar, Straus; 1988). 
Hamsun, say his defenders, was very old, 
and perhaps senile, when he fell in with 
Norway's Nazis. 

Edvard Munch (1863-1944), a contem- 
porary of Hamsun, needs no apology and 
no rehabilitation. Indeed, the painter is ar- 
guably Norway's chief cultural export. He is 
more renowned today than ever, though 
his fame is increasingly of a shrunken, 
shorttake kind. His painting, “The 
Scream”, may possibly be the world’s most 
famous modern painting, a visual icon of 
the global village. Versions of it appear in 
advertisements for cars or for anti-depres- 
sants, wink cheerfully out from cereal boxes 
and are sold in novelty shops as inflatable 
plastic dolls. 

The Munch Museum in Oslo has an un- 
matched collection of the artist’s works and 
foreign shows of his work are reliable suc- 
cesses. A Munch show last summer at the 
Setagaya Art Museum in Japan drew 
250,000 visitors. Last month 30 paintings 
or so left for a show in Shanghai, where 
even more visitors are hoped for. 

Part of Munch’s lasting celebrity is due 
no doubt to a famous crack-up brought on 
by drink, overwork and anxiety. Yet the sen- 
timental image of mad genius is misplaced. 
After a spell in a Copenhagen clinic in 
1908, he returned to Norway and was 
canny (and sane) enough to manage the 
production and sale of his lithographs, the 
proceeds of which allowed him to 
hold on to his own paintings. 

Surprisingly for a small town like 
Oslo, the paths of Munch and Ham- 
sun rarely crossed. Their creative 
lives, however, were strikingly inter- 
woven. Both pioneered shocking, 
edgy styles born of deep introspec- 
tion. Both were at ease with complex- 
ity, doubt and moral ambiguity. Yet 
neither were free from prejudice. 
Both despised suffragettes and 
shared the misogynist views of Au- 
gust Strindberg, Sweden’s celebrated 
contemporary playwright. And 
though the two were conventionally 
patriotic, seldom leaving Norway af- 
ter independence from Sweden in 
1905, neither cared much for social 
justice. On learning of his Nobel, 
Hamsun said dandyishly that the 
money would be handy for his gar- 
den. An earnest contrast was Fridtjof 
Nansen, a heroic Arctic explorer, 
who pioneered passports for state- 
less people and who used his Nobel 
peace prize (1923) to help refugees. 

In life, Hamsun and Munch were 
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very different. Munch was the son of a suc- 
cessful Oslo doctor. Hamsun was born into 
a poor farming family in northern Norway. 
Munch was a successful painter from the 
start, Hamsun spent a decade in poverty, 
even working as a tram conductor in Chi- 
cago in his teens. Munch was taciturn. 
Hamsun could be brazen in his desire to 
become Norway’s literary lion. All the 
same, his influence on literature, like 
Munch's on painting, was immense. Singer 
even once declared: "The whole modern 
school of fiction in the 20th century stems 
from Hamsun." 

They each gravitated toward Paris 
where they shared an eccentric friendship 
with Strindberg. Yet it was sophisticated 
German enthusiasm which provided the 
main market for Munch’s unsettling litho- 
graphs and for Hamsun's strange novels. 
One Germany built Hamsun up: a differ- 
ent Germany brought him down. 

Having witnessed their censorship of 
art, Munch disliked the Nazis from the 
start. Hamsun's support for them was idio- 
syncratic. He hated the British: "It always 
seemed strange to me when people prefer 
the English to other nationalities," he de- 
clared at a wartime convention in Vienna. 
"For my part, I have never come across a 
less lovable people than the English—so 
self-centred, so arrogant, so exclusive." 
While Hamsun allowed himself to become 
a Norwegian Nazi mascot, Munch lived 
out warand occupation quietly in his farm- 
house, still painting outside in the snow. 





Finland's Buster Keaton 


Don't say a word 


T IS snowing heavily in Helsinki, Aki 

Kaurismaki tells his telephone inter- 
viewer, and they have just shut down his 
local cinema for good. “Probably my fault; I 
never went there once." Instead, Finland's 
most celebrated director sits out the bliz- 
zards watching Buster Keaton, Laurel and 
Hardy, and other black and white classics 
"the world has forgotten how to make". 

Few film directors are as frank or 
undeflectable in their views as Mr Kauris- 
maki. He shuns Hollywood with a passion 
and bemoans its fast-cut, noisily commer- 
cial work. A Helsinki newspaper once ask- 
ed him to review an action movie. He 
slated it as one-dimensional tripe, adding: 
"More than this I cannot say, since I refuse 
to watch it." 

Other contemporary directors—Mike 
Leigh or Ken Loach, for example—may be 
masters of the mundane. Mr Kaurismaki 
goes one further by weaving a depressed za- 
niness into the everyday. "Life is short and 
miserable,” is a typical refrain in his films, 
"let's make the most of it" Finns can be 
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At last, a people's art 


ORKING from Indiana on behalf 
of Vitaly Komar and Alexander 
Melamid, two Russian conceptual artists 
| living in America, market-researchers 
four years ago polled 1,001 adult Ameri- 
cans to find out what they liked in a 
painting: curves or angles? brushstrokes 
or smooth surfaces? “realistic” or “differ- 
ent” looks? famous or ordinary people? 
| Keeping scrupulously to their market 
research, the artists painted the work be- 
low. George Washington stands near 
three strollers because half the sample 
wanted famous and half wanted ordi- 
nary folk. Blue was favoured by 4496: al- 
most half the picture is blue water or sky. 
The two men have since polled other 
countries they say represent close to 2 bil- 
lion people worldwide. The internation- 








painfully taciturn. Mr Kaurismaki tells a 
joke about two countrymen in a bar. After 
hours of silence one raises a glass and says 
“Cheers”. His friend snaps back, “We 
didn’t come here to talk.” Mr Kaurismaki’s 
films reflect this aversion to speech. 
Scarcely a word is said in his most endur- 
ing film, “The Match Factory Girl” (1990). 
Yet much is communicated. “Ifa film is 
tuned on a minimalist level,” Mr Kauris- 
maki maintains, “even the sound of a 
cough is dramatic.” His latest film does not 
have even a cough. It is an 80-minute silent 
movie shot in black and white. Loosely 
based on a classic Finnish novel, “Juha”, it 
tells of two happy cabbage farmers whose 
love is undermined by an interloper. Mr 
Kaurismaki plans to premiere the film (he 
has yet to give it an English title) with a full 
orchestra at the Berlin Film Festival. He 
Says it took him 15 hours to write and halfa 


al results, together with the full American 
poll data, can be found in a beautiful 
new book, “Painting By Numbers: 
Komar and Melamid's Scientific Guide 
to Art”, edited by JoAnn Wypijewski (Far- 
rar, Straus; $50). 

Slyly, they give “representational 
painting” an entirely new meaning. The 
pair first became known for satirising 
Soviet social realism. Now they are comi- 
cally exploiting the gulf between “high 
art” and popular taste in the West. Their 
targets are populists, to be sure, and all 
who set up “the public” as an authority 
in art. But they do not scoff from above: 
as anarchical democrats, they followed 
up their “scientific” polling with public 
forums where matters of taste, high and 
low, were boisterously argued out. 





year to think about. He wrote a dialogue 
which the actors mouthed. “We don’t need 
to hear them. People talk too much any- 
way.” For those with patience, Kaurismaki 
films are hypnotic and intimate. 

The audience gets the feeling it is look- 
ing at the world through the flickering in- 
ner eye of the characters. Stories are told 
without sensationalism; violence and sex 
are rolled off stage. “Aki is the last puritan,” 
in the view of Kari Vaananen, a professor at 
Helsinki’s Theatre Academy and a star 
player in the regular Kaurismaki troupe. 
“He is highly moral and always interested 
in the small guy and the dark underside of 
society.” The real delight of Mr Kauris- 
maki’s films, however, is the small, 
marginalised characters who hold centre 
stage. By mixing the sweetness of Frank 
Capra with the sour realism of directors 
like Vittorio De Sica, Mr Kaurismaki ac- 
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cords his unlikely heroes dignity without 
appearing sentimental. 

The trick is his uncanny ability to 
sound an optimistic note in a sea of melan- 
choly. When the hero in “Drifting Clouds” 
(1996) is laid off from his job as a tram 
driver, his wife urges him to apply for un- 
employment benefit. He quietly refuses. “I 
don't beg,” he says, “I am me.” The same 
could be said for Mr Kaurismaki. When 
Hollywood courted him after his critically 
acclaimed "Ariel" (1988) he turned them 
down, preferring to plough his own more 
creative, if less lucrative, furrow. His most 
famous, and funniest, film, "Leningrad 
Cowboys Go To America" (1989), pokes fun 
at Hollywood road movies. 

Interestingly, but not surprisingly, Mr 
Kaurismaki is no longer Finland's best 
known director: that title has passed to 
Renny Harlin, a transplanted Finn special- 
ising in Hollywood thrillers such as the Syl- 
vester Stallone vehicle, “Cliffhanger”. 





Italy's Charlie Chaplin 


Carry on 
camping 


ROME 


d E DO the concentrating and the 

Poles do the camping.” So Jack 
Benny playing a Warsaw ham who, to save 
his troupe, impersonates a Nazi officer in 
Ernst Lubitsch's classic 1942 film comedy, 
"To Be or Not To Be". If then it was still just 
possible to raise a laugh about concentra- 
tion camps, it has not been since, not at 


Laugh till you cry 


least until Roberto Benigni, Italy’s bril- 
liantly maverick comedian-director, whose 
“La Vita é Bella" (Life is Beautiful) is making 
cinema audiences across Italy laugh and 
cry in roughly equal measure. 

The film is about a Tuscan Jew (played 
by Mr Benigni) in fascist Italy who ends up 
with his five-year-old son in a German con- 
centration camp. To shield the boy as best 
he can, he convinces him that the whole 
thing is an elaborate game with an undis- 
closed final prize. The film, which is slackly 
edited, takes its time reaching this point. 
Amazingly, once in the camp, Mr Benigni's 
comic brilliance makes an absurd premise 
almost believable. 

As Mr Benigni and his screenwriter, 
Vincenzo Cerami, got down to the script, 





. Crossword prize winners 


YOU can't please 
'em all. Johnson was in 
a kindly mood for 
Johnson Christmas, setting an 
easier puzzle than usual, as the weight of 
replies showed. But that did not stop him 
demanding cross-frontier knowledge 
from his readers. The American solver 
(and solve it he did) who objected that a 
batsman out of his ground is a rare figure 
there was absolutely correct. But so also 
were those who observed that the Alamo 
(“A mission to remember") and Tam- 
many Hall (one "for democrats, of ill- 
fame") are not enshrined in every na- 
tion's history. 

In the event, solutions arrived in 
roughly equal numbers from Britain and 
from English-speaking North America, 
rather fewer from the rest of the world. 
And the two winners as well—each of 





whom will get a Mont Blanc pen and the 
new edition of “Fowlers Modern Eng- 
lish Usage"—are an ocean apart: Antig- 
one Ross, of Washington, pc, and Rich- 
ard McKeogh, of Keston, Kent. 
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they asked advice of the association of Ital- 
ian deportees, mostly Jews who had sur- 
vived the camps. Members were startled 
that a comedian wanted to make a film 
about the Holocaust and anxious that even 
a well-meant comedy could too easily be 
taken for denial. Yet they agreed to co-oper- 
ate, and after a special preview of “La Vita è 
Bella” had no regrets to voice. A Jewish Ital- 
ian prominent in the arts, Moni Ovadia, a 
folk-singer, wants Mr Benigni made an 
“honorary Jew”. One widely read reviewer 
has likened him to Chaplin. 

Currently Italy’s top grossing film, “La 
Vita é Bella” is doing almost as well as Mr 
Benigni’s two previous hits, “Johnny Stec- 
chino”, about the Mafia, and “The Mon- 
ster", about a serial killer. His concentra- 
tion-camp tragicomedy puts Mr Benigni 
back in contention with a new rival, Leo- 
nardo Pieraccioni, another Tuscan come- 
dian-director, whose success, "Il Ciclone", 
seemed to have stolen the loyalty of Italian 
fans. Unlike Mr Benigni, the charming, 
innocuous Mr Pieraccioni is no social 
critic—a role Mr Benigni has played since 
his cabaret debut in the early 1980s as an 
unreconciled, Lenny Bruce-like motor- 
mouth. A communist sympathiser, he was 
an electoral boon for the Olive Tree alli- 
ance two years ago, filling sports stadiums 
up and down Italy with people who came 
to hear his long, funny monologues. 

His most loyal fans will regret that Mr 
Benigni's film arrives too late to be Italy's 
entry for the foreign-language film Acad- 
emy Award. In reality, Oscar hopes for the 
film itself look improbable. But Mr Benigni 
could be entered in the best-actor category. 
How long, indeed, will it take the rest ofthe 
world to discover that this foul-mouthed 
ugly duckling, who shares a Tuscan back- 
ground with Dante and Machiavelli, is one 
of the cinema's great clowns? 
ss 
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Sir Michael Tippett 


OME composers just write 

music. Others, such as Sir Mi- 
chael Tippett and his hero, Bee- 
thoven, care passionately about 
the world and try to make it bet- 
ter. Expelled from one school for 
homosexuality and from an- 
other for boycotting chapel and 
the school’s military corps, he 
never lost his rebellious ideal- 
ism. Nor did he lose his impish 
humour, youthful looks and cre- 
ative energy. He was rather 
proud, in his 70s, to be proposi- 
tioned by waiters in Sicily. And 
at 88 he completed “The Rose 
Lake”, an orchestral piece that 
brims with sumptuous sonori- 
ties. It was fortunate for Sir Mi- 
chael that he lived so long, for 
only in his final decades was he 
recognised—at least in Britain 
and America—as one of the great 
and original composers of the 
20th century. 

He neither followed nor 
founded any school of compo- 
sition. But he was open to many 
influences. An American blues 
song, for example, ends his pow- 
erful third symphony. And it 
was Purcell who inspired the 
springy rhythms of his earlier 
works. (Sir Michael did as much 
as anyone to lift Purcell’s music 
out of obscurity.) His first phase 
culminated in the rich, lyrical 
music of “The Midsummer Mar- 
riage”, an opera of 1955. Then he 
switched to a harsh, disjointed style, as in the opera “King 
Priam”. His third phase, which began in the 1970s, blended the 
sensuality of the first with the dramatic intensity of the second. 
“The Mask of Time”, an oratorio which comments on mankind 
from the Stone Age to Hiroshima, was a high point. 


Once again, please 


His father was a hotelier and his mother a suffragette. His musi- 
cal gifts were soon recognised and he studied at the Royal Col- 
lege of Music. One reason why he took so long to establish his 
reputation is that his music is difficult to perform: at the pre- 
miere of his second symphony, in 1958, the BBc Symphony Or- 
chestra, under Sir Adrian Boult, ground to a halt halfway 
through the first movement. Sir Michael needed a younger gen- 
| eration of conductors, led by Sir Colin Davis, for his music to be 
| played often and well. 
| Another difficulty was that he wrote the words as well as the 
| music for his operas and oratorios. The libretti—combinations 
ofscience fiction, Jungian theory and awkward colloquialisms— 
sometimes appeared rather dotty. The subjects of his more mys- 
| tical works, such as "The Vision of St Augustine", in which the 
saint sees time stand still, appealed only to the loyal. But in 
"King Priam", his greatest opera—written, like Benjamin 
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Sir Michael Kemp Tippett, a seeker of the 
everlasting, died on January 8th, aged 93 


reconsecration of Coventry Ca- 
thedral in 1962—the libretto 
serves well the spare, dramatic 
and sometimes frightening 
music. 

Sir Michael is often com- 
pared to Britten, his junior by 
eight years. They met in 1942 
and had in common pacifism, 
homosexuality and a love of 
Monteverdi and Purcell. For sev- 
eral years they were close 
friends, though, it seems, never 
lovers. While Britten excelled es- 
pecially in vocal music, Sir Mi- 
chael was more of an all- 
rounder. He helped to show that 
the symphony, the string quar- 
tet, the piano sonata and the in- 
strumental concerto are far from 
redundant. 

For a time in the 1930s he 
toyed with communism, but, a 
rebel again, was a follower of 
Trotsky rather than Stalin. He 
taught music at Morley College 
in London, a sort of university 
for working-class adults. But he 
abandoned party politics. His 
attempts at agitprop music were 
unsuccessful. During the second 
world war he was jailed for three 
months for refusing to fight. 

Sir Michael was always a po- 
litical composer in the broad 
sense that he wanted his music 
to assert human and moral val- 
ues. His first big success, in 1944, 
was "A Child of Our Time", based on a story of a Jewish boy who 
murdered a Nazi diplomat, setting off an anti-Semitic pogrom 
in Germany. The use of negro spirituals broadens the story into 
one about all who suffer oppression. At the end it offers a mes- 
sage of hope. 

Sir Michael said he aimed “to transfigure the everyday by a 
touch of the everlasting", and to create "images of abounding, 
generous, exuberant beauty". He often succeeded. His rather old- 
fashioned belief in the social role of the artist distinguishes him 
from the dominant current of western music since the second 
world war: the school of Karlheinz Stockhausen, Pierre Boulez 
and their followers with their serial techniques, electronic music 
and use of computers. They have tended to deride Sir Michael 
for his traditionalism. But their worst excesses have led classical 
music towards a dryness that has emptied concert halls. 

Sir Michael Tippett, by contrast, showed that modern music 
can be innovative and provocative, yet in most instances com- 
prehensible to the majority. Thus at the most recent major festi- 
val of his music in Britain, at the Barbican in 1995, all the con- 
certs sold out. It is notable that some ofthe best and brightest of 
the younger generation of composers, such as Mark-Anthony 
Turnage and Thomas Adès, while not direct imitators, share Sir 
Michael's concern that music should affect the emotions. 
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* manage the strategic development process. 
To find out more about this, and other strategy programmes, contact Jane Clarke on 
‘Tel: +44 (0) 1234 754351, Fax: +44 (0) 1234 752532, E-mail: j.clarke@cranfield.ac.uk 
quoting reference ECON2. 


are our advisors 
m * 5 wm NX SA 4 E! 







One vear International MBA at Ni enr "ode near r Amsterdam. An initiative taken by multinatio- 
nals to train and nurture top management talent. Meet 60 motivated fellow students from 
25 countries, More information: www.nijenrode.nl mba@nij enrode.nl +31 346 291607. 











THE NETHERLANDS BUSINESS SCHOOL 


/ "in SPAIN 


JAPANESE 
d in | JAPAN, in BELGIUM 





CERAN LINGUA 
Avenue du Chateau, 280 
B-4900 SPA (BELGIUM|J 


Tei, : 432-8779: 11 22 
Fax : 4432-87-79 1.88 


iniemet : http/www.ceran.com 
















Since 1978 - 


ec 







i T i in USA : Llanguagency in UK ; SEBS 
D Tel, A E (13) RRA AS Tei. : 01954) 23.19 86 
(^O Fa n {413 Adde ——: Fax : i 01954) 33 22 94 





| Putting into practice with our teachers: | 
at breaks, meal s and e evening soc io-cultaral activities E 





COURSE 


Putting EVA to use - 
Measuring Corporate Value Creation 





Measuring Corporate Performance 
29 March - 3 April [998 


The purpose of Measuring Corporate 
Performance is to provide participants with thc 
tools to analyse corporate annual reports and similar 
disclosures at the high level of sophistication 
required by today's complex reporting environment. 


With this Advanced Financial Statement Analvsis 
voyage Professor S. David Young takes vou behind 
the numbers. Using an innovative combination of 
Economic Valued Added measurement and traditional 
financial benchmarks, you'll learn how to unwrap 

a company's books from the outside to reveal its 
true state of affairs. 


The programme's intensive curriculum is divided 
into five sections: 


* Introduction and EVA: building the framework: 


* Financial statement analysis: picking up the building 
blocks: 

* Cash Flow analysis: identification and interpretation: 

* Cross-border differences: what to look for and 
where you'll find it: 

* Financial statement manipulation: analysis and 
detection tools. 


Designed specifically for senior executives and 
consultants with a clear understanding of financial 
statements, Measuring Corporate Performance 
brings together small groups of highly qualified pro- 
fessionals from diverse backgrounds. If vou're in the 
business of creating —_—.— 
value, make sure you 

know how to measure IN S FAD 
it accurately. 





Enrichment Through Diversity 


For an application form and programme brochure call Janet Burdillat on 33 (1) 60 72 42 90 


E-mail execed@insead tr or fax the coupon to 34 (1) 60 74 55 13 


Internet http : //www. inscad.fr 


J / would like to reserve a place on tbe Measuring Corporate Finance Programme 


Please send me a brochure on: 4 Measuring Corporate Performance 


Name - Mr/Ms/Dr 
Job Title 

Company Address 
Post code 


Telephone .. ST OMEN UNCTUS Doo AEN 


THE ECONOMIST JANUARY 17TH 1998 


J 1998 INSEAD Executive Education Programmes 


Company Name 


Country 


E-mail 
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E-mail 
Web 


more than 20 


FOR A FREE DROCHURE 


"s School of Conti 
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seven weeks of intensive study in the world's 


leading business center, 
in 


+ 


Si 


serious 
b 


+ 


SCTI 


ity iz an affi mative actior/equal opportonity institut 


+ 


Start by sending for our free brochure 
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Amsterdam 
Institute of Finance 


offers i pad with the faculty of 


p uU c oming’ Cou ion 1 998 


Measuring and tr plementing | | 
Economic Value Added. MN (Feb. 18-20) 


on Advanced Corporate Finance 
- Financial Restructuring - Going Public (April 6- 10) 
x Financial Innovation | (March 30 - April 3) 


. ; Portofolio Management 

= Fixed Income Investment P^ e (May 5-8) 
~ Equity Investment 05 (May M -6) 
..* Real Estate Investment | (May 18 -19) 
‘Negotiation Analysis 2200 (May 25 - 26) 

Banking and Risk Management — | "E 
in Emerging Markets j | (June 2-5) | 
Advanced Valuation Topics — — : a | 
- Advanced Valuation S (June 8-9) 
- Valuing Commercial Banks EE (June 10- 11) 
- Real Options _ ae -© (June 12- 13) 














For further pE ate and our detailed brochure, please: contact Where possible we se live case 8 tudies Ww 





won't just. Swamp. you with. theory. | 
AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 


telephone: *31-20-5208555 . fax: +31-20-5208506 - e-mail: info@aif.ni So when: you return to work you will be 





able to put the experience and knowl d 







Ene to immediate use = 


means. that a Henley ) MBA is — 









and respected throughout. the world. 


TELECOMMUNICATIONS e, the benod 
publication on the telecommunications 
industry, has decided.to award a full 
tuition scholarship to be tenable at 
 THESEUS, International Management A | 
Ingptute (France). | If you want. to y study for à first class MBA | 
THESEUS Institute offers a unique 40- — and hit the ground running, don't take off ; 
week MBA program. that takes participants : 
beyond. the conventional path and for anywhere else. 
towards a true. reflection upon the E pps 
challenges. faced by managers in a world 
of increasingly global competition and 
constantly evolving technologies. 





| For more information on the conditions of the 
MBA Scholarship Competition please contact 
Eddy Travia at; ` 

THESEUS INSTITUTE - H E NLE 7 N* 
MBA Scholarship Competition ie. 2, C e t 
Rue Albert Einstein, BP 169 a | ol 
06903 sophia Antipolis, France Sement 
Tel: +33 (0) 4 92 94 51 00 | 
Fax: +33 (0) 4 93 65 3837 " ^ Tel: +44 (0) 1491 418842 
e-mail: mba.scholarship@theseus. fo . Email: mba(g)henleymc. ac. ae 
http://www. theseus.fr | id Internet: www.henleymc.ac.uk 



























For Life, Academic & Work Experience 
Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Eam your BACHELOR'S, MASTER'S or DOCTORATE degree by 
utilizing your life and work experience. College equivalent credits are 
ition with given for your: Job, military, company training, industrial 
pos 8 | courses, seminars and business experience. 

legal degree We accept college credits no matter when taken, 

























NOW OFFERS THE FOLLOWING; 


* MA in International Relations 


















S ; e i. - " ; and Qur graduates are recognized for their achie vements in business and 
* MA in International Relations and European Studies transcripts | industry. We will assist you in completing your degree requirements 
AME : a, | — ‘ at your own pace through home study. 

+ * 

MA in International Political Economy and International | f -4s youknow | sendtax detailed resume for a NO COST evaluation. 

Relations | | | ees Pacific Western University 
* Full-time and Part-time (evening) study achar But 1210 Auahi Street, gy A EA HI 96814-4922 

go * Admission in October and February degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 


door. 





i Fax: (310) 471-6456 E-Mail: admissions ?pwu.com 
http://www.pwu-hi.edu 
















¢ MPhil and PhD degrees. 


. For further details please contact: 











_ Dr Jef Huysman 
_ The London Centre of International Relations 
bind of Kent LaSalle University offers a variety of 
11 Kingsway ! af 
London WC2B 6YE distance education programs in: 


* Arts & Sciences*Business * Education 


. Telephone: +44 (0)171 565-6826 * Engineering & Computer Science 
Fax: 0171 565-6827 


- E-Mail: icir(Qukc.ac.uk 






Call For More Information 


504)626-8904 
Fax (504)624-2962 


| LaSalle Education Corporation 
620 Lotus Dr.*Dept. 136* Mandeville, LA 70470-4000 


Visit our website! www.distance.edu 
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UNIVERSITY OF KENT 

AT CANTERBURY S885 
Excellence in Higher Education at Britain's 
European University 









International Studies and Diplomacy 
Chinese Business World 
South East Asian Business World 




























AM 


Masters Degrees or Postgraduate Diplomas 
September 1998 


The International Studies and Diplomacy programme will suit 
those wishing for whatever reason to deepen their academic and 
practical understanding of international affairs. Core courses are 
offered in General Diplomatic Studies and Practice, International 
- Relations, international Law and International Economics. 


The Business Worlds programmes are aimed at managers, 
entrepreneurs, consultants, business analysts, business 

- journalists and others with a particular interest in China or South 
East Asia. Core courses are offered in business environment, 
international management and commercial law. 

For all programmes a wide variety of elective courses are offered 
from SOAS' MA Area Studies' programmes. 

You can take the programmes in one year (full-time) or two or 
three years (part-time). Ail core courses are taught in the early 
evening. 


Contact: Ms Sirkku Wheeler, Graduate School, School of Oriental 
and African Studies, Russell Square, London WC1H OXG. 

Tel 0171 323 6054 or 0171 637 6112. Fax 0171 580 8245. 

E-mail: sw3@soas.ac.uk 
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BACHELORS-MASTERS-PH D. 


Crédit for work experience * No classroom: 
ittendance * Accelerated degree. programs 
. Send Resume tor no cost evaluation.. 









Learn how easy itis to become a Certified 
Professional Consultant (CPO) m your 
{own field. Write for free catalogue. 


j | The Consultants Institute 
Dept EB. 30466 Prince William Street, Princess Anne, 
AD 21853 USA Fax: etsi 4885 



















^. PO Box 1138- Bryn Mawr, Tou 
fex 610-527-1008 + E-mai washuniv@op 











TELLS THE WORLD YO 


From this exceptional academic: environment comes an die piod. 
business qualification: the Bath MBA. 

The University of Bath School of Management is one.of only. five = 
British MBA Schools to. receive top: Funding Council ratings for © 
both teaching and research, So you can be sure of excellent 
teaching and academic support. cn 
Our rigorous entry standards are designed not to promote elitism : 
but to enable a more personalised, interactive style of tuition tto ; 
experienced and mature parapane from. allo over the world. 





































Major Br h university offers 
International MBA 
entirely by distance learning. 
No Bachelor's degree required, 


Three weeks from now 

























ep you can begin work 

dn a prestigious and 

rigorous MBA program, 

which The Economist Intelligence 

. Unit has included in its report, 

E 2 MBA? A Critical Guide to the 
World's Best Pro grammes. 













NISF 
Aliseda 


EE 115, 28009 Madrid (Spain) 
3 9 1176 | Fax: «36 1 401 0673, 
E "mai: aliseda correo, comi 















~ - originally established i is 1821 ~ 


HE RIOT WAT T. UNIVERSITY 
-BS Distributor, 45921. E Stockton Ave. 
E 3 Cerrito, CA 94580- USA e Fax ( 510)528- 3585 


E EREN heriotw 'att degree: net 


Toll-free (800) THE WATT ext. 10 



















MODULAR, are accredited iy The e Associa ¢ of m 
For full details, contact us quoting Ref. EC2/98.. f 


Tel: +44(0)1225 826152(F/T) 826211 (EXEC) 8261 l ed 
Fax: +44(0)1225 826210 — - 


Email: mba-info(? management. bath.ac ac. b 
http//www.bath.ac. Ik Derai nae n 


School of Management, Dept. E102, RNET of Bath, E 
Claverton Down, Bath BA2 TAY, UK. oc E 


Ay: | 
oe 
bd 


SCHOOL OF MANAGEMENT 


Orient yourself ^v the Orient 


aC ISUGA, the Europe-Asia International Business School. 
































- Our courses specialise on the Japanese and Chinese 
- markets (or Europe for students from Asia) and offer the 
ub option of a year studying or working in Japan or China. 


ISUGA, CREAC’H GWEN, 29000 QUIMPER, FRANCE 
Tel: 00 33 298 10 16 16 Fax: 00 33 298 10 16 00 

















. Good Distance Learning 

| -MBAs are hard to find. 

Mail for a guide to the best, 
^ wherever you are. 










Advancing PE ind Knowlédgé i in | Association with. 
l Business and Industry. > - 







study options, including Full-Time and Part-Time. 
{f you would like to develop into one of the world's 


best managers, apply for your brochure today. 
: iai in excellence in iid à and research 










BBA Bachelor of Business Adininisiration 
MBA Master of Business Administration 





in association with Mansfield College 


Readership in Economics and Deputy Directorship | 


of the Centre for the Study of African Economies 


Applications are invited for the above post. Stipend on the scale £29,380 - £33,202 (with: 
discretionary points up to £35,893). The successful candidate may be offered a 
fellowship by Mansfield College. 


Further particulars may be obtained from Miss E A Welsh, Centre for the Study of 
African Economies, St Cross Building, Manor Road, Oxford OX1 3UL (tel: 01865 









BBA: four-year undergraduate degree (full-time) starting October or March. 
i= MBA: one or two-year graduate ogres (evening classes) starting gen ober, January 
April. Concentration] :Infernational Management ~ Concentration2: Global Tax Pionning. 


Strong, academic course of study plus proia traini 9 including, yearly in- IREF 
internships arranged for undergraduates, Career. ance and placement, ollow-up 
ircining. USA/Europe student exchange programs; taneler opportunities world-wide. 


THE NUMBER ONE BUSINESS SCHOOL IN BRUSSELS 
Global programs for ambitious students 


‘Offical affiliation with: Mercer University, Atlanta, GA, USA. 
Avenue Marnix, 20 








































Ba. te i be Fy B- 1000 B Is - BELGIUM 
U N n ED Phu psc 48 O4 80 271958). The closing date is 14 February 1998. 
" BUSINESS Ac Fox: +32-2-548 04 89 The University is an Equal Opportunities Employer. - 
E INSTITUTES E-mail: info@ubi.edu s d: Hd Me PPM Ms 


internet: hiip:/ /www.obi.edu 










DO YOU FEEI . LIKE YOUR CORPORATE 
.. LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're 

a global senior executive, over 40 years old and accustomed to a 
. *100K annual salary, we can be the answer to your next jump on the 
ladder of success. At Resume Broadcast International, our dedicated 
team assists you in your professional search from start to finish - as 
a matter of fact we're here for you 24 hours a day, 365 days a year. 
Opportunity is only a phone call away at Tel: (909). 866-4213, Fax: 
(909) 866-4244 or E-mail: 162224. 3306@compuserve.com 


r dai H * — POBOX2892, Big Bear Lake, California CA92315, USA. 
DTOGOCOSE bil Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 
Intermetionel) —__imai.102224:3306@compuserve.com_ 





L D. E. A, 


ECONOMISTS 





























Competitive package offered. 
| Please send C.V. to: 






Resume Broadcast International 





John Davitte, IDEA 
296 Holborn House, London, WCIV 7JH 
Tel: 01 71-430 2888 or Fax 0171 430 2777 















. The EIB is the long-term financing institution of the European Union, and one of the largest multilateral lending 
institutions in the world. Its task is to contribute by means of its long-term loans towards the integration, 
dioec ee ‘and economic and social cohesion of the Member Countries. Within the Projects 


Directorate, which is bie for the techno-economic appraisal of projects, the Bank is currently seeking 
-for appointment at its headquarters in Luxembourg on: | 


Education Specialist w 
. responsible for the technical and economic 
appraisal of projects 


A short term or permanent appointment would be considered. 





Duties: * assessment, within multi-disciplinary teams, of the economic, financial and environmental viability 
of capital projects and investment programmes in the above fields; © preparation of relevant sectoral and 
strategic studies; * identification of business and lending opportunities; © the posts will involve extensive travel 
mainly within the Union. i 


Qualifications: * 5 years or more experience, preferably internationally within the European Union, in 
social sector resource management including appraisal of infrastructure projects, gained in government, 
consultancy, private industry, finance or the non-profit sector; * appropriate academic qualifications, 
preferably including a Master or Doctorate in economics; * good knowledge of applied quantitative methods 
and discounted: cash: how modelling; ‘including cost-benefit analysis, risk analysis and environmental impact 
appraisal; * an analytical approach, decisiveness, team enana ability to communicate effectively. 

Languages: * excellent knowledge of English or French and good command of the other; * working 


knowledge of other Community languages would be an advantage. _ 


The EIB offers attractive terms of employment and salary with a 
from women would be particularly welcome. — 


wide range of welfare benefits. Applications 
i Applicants, who must be nationals of a Member ered of the European Union, are invited to send their 
- curriculum vitae, in English or French, together with a letter and photograph, quoting the appropriate 
reference, to: — NENNEN T 

_ EUROPEAN INVESTMENT BANK, Recruitment Division, Ref. PR 9801, 
|... L-2950 LUXEMBOURG. Fax: +352 4379 2545. 


Applications will be treated in the strictest confidence and will not be returned. ET 
General information on the EIB can be found on Internet (http:/ /www.eib.org]. og en 





IDEA, a leading provider of analysis on the world's macroeconomy and financial 
markets seeks London-based economists for its Emerging Markets department. Focus 
will be principally on Eastern Europe, Middle East and Africa. Ideal candidates 
| should hold a master's degree in economics with 1-2 years relevant experience. Local 
language skills (including Russian and Turkish) would be an added advantage. 












= ECONOMISTS, LATIN AMERICA & ASIA 
£26,000 TO £34 00 + EXCELLENT BENEFITS 















































* nee’ Unit is the leading supplier of 
nformation to businesses world-wide. 

T need economists to join our teams 
covering countries in Latin America/ 
pe ively. The work involves writing 
eports to tight deadlines, 
truction to more junior team members, 
. and contributing. to nomic outlook for the region. 

tos With at least 3 relevant experience, you will be a qualified 

: economist (typically to. Masters level), be highly numerate and PC- 
_ literate, and, for the Latin America positon, speak Spanish and/or 
rtuguese. Possessing excellent written and spoken English, you will 
also eed. to demonstrate an in-depth knowledge of the countries 
out chosen region. 

If you would like to use and develop your expertise as part 
of a first-class team, please apply in writing, enclosing a CV with 
E a covering letter including details of current salary, to Richard 
: Claughton, HR Executive, at the address below. Non-EEA applicants 
“will need to obtain a UK work permit. Please quote ref: LAOI98 

(Latin America) or ASOI98 (Asia) Closing date: 30 January 1998. 


The Econ ji 













| dE advice 
























.. THE ECONOMIST INTELLIGENCE UNIT 








15 REGENT STREET 





LONDON SWi1Y 4LR 





















Health Economist 


"The University of Calgary Department of Community Health Sciences invites 

applications for a senior Health Economist at the Associate Professor level or 

higher to develop an independent research program within a multidisciplinary 

© environment. This position offers an excellent opportunity to work with a team 
of health economists, which includes the recently appointed Svare Chair in 

fi. Health Economics, in a major new initiative in the. T eld. Duties will also include 
Lr teaching and graduate student supervision. 
















"Qualifications include a PhD or equivalent, at least five years’ postdoctoral 
"experience and a proven record of excellence in research d includes 
| ^ publications in relevant journals and proven ability to compete successfully for 

- . research funding. Priority will be given to applicants with experience in needs- 
based resource allocation, health care priority setting and evaluation, economics 
‘of regulation/incentives and economics of health behaviour. The selected 
candidate must compete successfully for salary and operating support from the 
Alberta Heritage Foundation for Medical Research and/or the Medical Research 
Council of Canada, and will have 75% of time protected for research. Please visit 
our website at http://bio. health.ucalgary.ca/chs. 


In accordance with Canadian immigration requirements, priority will be given 
to Canadian citizens and permanent residents of Canada. The University of 
Calgary is committed to Employment Equity. 

Please submit a curriculum vitae and a statement of research interests, and 

arrange to have three letters of reference sent directly, by February 20, 1998, to: 
Dr. Lloyd R. Sutherland, Head 
Department of Community Health Sciences 
Faculty of Medicine 
3330 Hospital Drive N.W. 
Calgary, Alberta, Canada T2N 4N] 


us UNIVERSITY OF. 


UE CALGARY 


un 











































UNITED NATIONS VA 


CHIEF, GENERAL LEGAL DIVISI SIC 

























UNRWA, the United Nations Relief and Works Agane 
Palestine Refugees in the Near East requires a Chief, Gener 
Legal Division to be based at its Headquarters in Gaza to 
supervise the work and personnel of the General Legal Division, 
to advise on all aspects of contracts, including procurement _ 
contracts entered into by. the Agency in its extensive regional - 
operations; to advise on the legal aspects of the relationship. | 
between the Agency and its staff and the interpretation of their. | 
conditions of service; prepares briefs and submissions to ted 
Agency's Joint Appeals Boards and the United. Nations | 
Administrative Tribunal. Is responsible for handling. legal aspects ur 
of a variety of claims and issues involving the Agency, including 
financial and administrative questions. 


Essential requirements: University degree from a recognized w 
school with ente dd in international dow. and « O 

















Arabic and a practices sof Middle East c ‘countries ese : 


Remuneration: annual net (tax-free) salary starting. from US 
$92,500 (with dependents) and US. $83,300 (single) plus fring 
benefits package (education grant, home leave, dependency 
allowance pension fund and health plan). — 


Gaza is a non-family duty station. An element of compensation - 
is paid for the maintenance of a second household. ‘Spouses, but _ 
not children, may reside with the staff member in Gaza. - 
Applications may be sent before 31 January 1998 to Head, © 
Recruitment Section (VN/32/97) UNRWA HQ Gaza, via 
UNRWA Vienna Office, P.O. Box 700, A-1400 Vienna, Austria. ` 
Fax No. (4972-7) 677 7555, from where additional information V. 
may be requested. 



















For vacancies which. may arise e during 1998, UNRWA also - 
invites applications for - | 


LEGAL OFFICERS - 


















Sbecializations "— inclüde: public inteinatioria m with: | 
particular focus on the privileges and immunities of the United [| 
Nations and the law of international organizations; commercial f 
law dealing primarily with procurement and construction issues, - 
and administrative law dealing with all aspects of the 
relationship between the Agency and its staff. 

Applicants require a university degree in law and several years - 
of experience as lawyer or legal counsellor. Familiarity with UN 
system and practices, experience in litigation, knowledge of 
contemporary problems in the Middle East, a post-graduate 
degree in law and knowledge of Arabic are assets. Excellent 
spoken and written English is essential. 


Applications may be sent to the above address/fax number : 
quoting reference VN/35/97 












s.ac.uk 





roi UIN HIGHER EDUCATION? 












AND YOU MAY FIND WHAT YOU SEEK 
STICK IT IN YOUR BOOKMARKS ! ! 





Specialist. Assistant 


Trade and Industry Committee 
initially for a two year period appointment 
(with the possibility of extension) 


The Trade and Industry Committee's remit includes 
energy, trade, industry, competition, consumer affairs, 
industrial relations and other matters. A range of these 
issues will be examined cver the present Parliament. 

As a Specialist Assistant, your role will include assisting 
the Clerks of the Committee in preparing briefing material, 
liaison with outside bodies and drafting reports. While 
past experience in policy analysis or research in at least 
one of the areas mentioned is desirable, you will also be 
asked to carry out work, sometimes at short notice, bal 
any other area. | 


You should have a good degree or equivalent professional 
qualification in any relevant discipline together with 
several years' experience of policy analysis and research 
at postgraduate level. A demonstrable interest in public 
policy and administration would be an advantage. 


Salary will be in the range of £18,621 - £29,484 pa, 
according to qualifications and experience. We offera. 
non-contributory pension scheme in respect of personal | 
benefits and leave is generous. The appointment will be. 

for an initial period of two years with the uda of 
extension for a further two years. m 


Strict political impartiality i is required of all House of. 

.. Commons staff and persons appointed will be expected 
= Rot: to engage in politica! activities for the duration of 
the appointment. 


ni applic tion form (to be returned 
2 ite to Capita RAS, Innovation 

Jew Str asingstoke, Hampshire RG21 7]B, or 
telephone 0 01256 468551 (24 hours) or fax 01256 383786/.— 
383787. Internet: rasnet. co.uk Please quote reference C/3584. 






ed | For cased and 














n equal opportunity employer. 
: Funes will be welcomed. 


E We a are anid to suba EN for two pm in China both | 
1 dealing with natural resource management and rural development. | 
|] We are looking for candidates for long-term positions with strong | 

professional background in: | 


. * Participatory methodologies 





















* Land use planning 


* Watershed management 


The candidates for the two team leader positions should have strong 
experience in project management, about ten years working knowledge 
of Asia and specific knowledge of China (ability to communicate in 
Mandarin is preferable). Social competence is very essential. 


Should you be interested, please send your applications as soon as 
possible to : 


LUSO CONSULT GmbH 
Stahltwiete 10 | 
22761 Hamburg, Germany 

Email: 1006135.3543(@compuserve.com 





Phone: +49-40-850 20 78 
Fax: +49-40-850 23 26 


LUSO 
CONSULT 










































"UNIVERSITY OF ABERDEEN 


i J3 Set within easy reach of some of Britain’s most attractive 

sea coast, mountains and agricultural country, the 
a; is at the hub of a busy commercial centre which 
benefits from excellent air, rail and road links. 


Professor of Civil Law 
Applications are invited for a newly established CHAIR OF CIVIL 
LAW. The person appointed to the Chair will already have made a 
leading contribution to research and teaching in the area of Roman 
Law, the later development of the Civilian. Tradition, the law of a 
modern Civilian jurisdiction or Comparative law, and will be 
expected to provide leadership in one or more of these areas in the 
Department of Law. A proven record of research and teaching at a 
senior level is essential. 

The Department of Law achieved a rating of 5B in the 1996 
Research Assessment Exercise, making it the most highly-rated 
law school in Scotland and confirming its position as one of the. 
leading law schools in the United Kingdom. The University and 
the Department are committed to sustaining and improving upon 
this performance across the full range of research activities 
undertaken within the Department. Civil Law is one of six areas 
identified as particular research strengths in the Department to be 
supported and developed for the future. In recognition of the 
strength of the Department in this area, the University established 
a Centre for the Study of the Civil Law Tradition in 1994 to 
- provide an additional focus for research. The creation of the new 
Chair of Civil Law further recognises the Department's 
contribution to research in this area and the University's 
commitment to maintaining the Department as a major centre for 
Civil Law Studies. | 
. Enquiries may be made to Professor C Gane, Head of Department, 
tel. (01224) 273689, or to Professor P J Sloane, Vice-Principal & 
Dean of the Faculty of Social Sciences & Law, on tel. (01224) 272080. 
Application forms and further. particulare are available 
from Personnel Services, University. of Aberdeen, Regent. 
_, Walk, Aberdeen AB24 3FX, tel. (01224) 272727, 
ME quoting. reference number ECOOO8A. A 24-hour 
hae answering service is in operation, Closing date: 13 


i a 1998. 








XE CUTIVES, JOB HUNTING IN ASIA? 


Contemplating a career search into, within or out of Asia? We can help 
you find a more. rewardin g position now! Take your first step towards a 
prane new future by contacting us for free info. 


Tel. (662) 2674685 Pax. 2674688 
Message Centre: 2674686 
Email: Pepan pi loxinfo.co.th | : dio 
_ THESEUS i 1S an inn Or 
-institute located i in A : 
technology park in the South of France 


A background in Marketing. and Communications i is essential : 
preferably in a knowledge i intensive industry, together with a 
creative and flexible approach. 


GOVERN MEN T OF INDON ESIA 


he U. S. "Trade & Development Agency (TDA) is seeking a resident Trade 
: “Technology Advisor to the Government. of Indonesia’ $ State Minister for 
Research & Technology/Chairman of BPPT/Chairman of BPIS. The Advisor 
Nill provide high level advice to the Minister and his staff on capabilities of 
ndustry and facilitate communication between the Ministry, relevant 
mpanies and industry associations. The Advisor will identify, assess, 
eport and facilitate opportunities for U.S. commercial involvement in major 
rojects and procurements by the Indonesian Government. | 


For the above rate place contact Nadine Flavi at: 


THESEUS Institute — 
BP 169 - Rue A. Einstein. 
06903 Sophia antipolis, France 


Tel.: +33 (0)4 92 94 51.00 
Fax.: 433 (0)4 93 65 38 37 
e-mail: flavi@theseus.fr 
Contract will be for two years beginning in early March. 1998. Compensation http: Jaww.iheseus.fr 
will. be commensurate with the candidate's’ experience. Minimum PEE Males 
fications are at least twenty-five years. experience in management -— " 
tions in U.S. industry that involved high level international business 
rketing and negotiations. Post graduate degree in a scientific discipline 
a prerequisite. Experience with current technology in the information, 
ergy and aviation sectors in the U.S. is also necessary. Overseas living 
and working experience preferably in indonesia or a similar key emerging 
t. Strong writing and verbal communications skills a must. 


COULD YOU CAPIT; LISE | 
; -ONYOUR > 
OVERS EAS EXPERIEN CE? 


Aged 28 to 48, accomplished high achiever with: proven’ sales success, p 
you are aiming for long term career with exce lent promotion prospects. 


erested parties should request a copy of the Request for r Proposals by 
esponding directly to: 


: Talaat Rahman, USTDA, 1621 North Kent Street, Suite 300, 
Arlington, VA 22209-2131. 


st ae technical proposals will be due at 4.00 p.m., jcdatumy 31, 1998. l 
| Here at Meyado, we provide you with comprehensive training and 


support to equip you with the tools needed to be successful:as one of our 
international personal financial consultants. abroad. Living and working, 
worldwide, in your chosen city, you will be expected. to work in. e 
English Language. ; 


BIS SEEKING URGENTLY: X 


ith and family welfare 
perts for India 


Meyado's clients are expatriate men and women working in the | 
international arena. They rely upon their personal consultants to manage. | 
their finances effectively. That is why we take great care in the selection 
and management of our consultants. 


ocial experts for Asia 


: To staff the EC Family Welfare Programme Office. in New Delhi, the 
ET following positions need to be urgently filled by senior staff: Do you believe you have the commitment und the ambition to build an 
exciting new career with us? Will you. be stimulated by the: demands, 
and the benefits of a serious, results orientated. package? Then send a. 


: resident rogramme manager; qualifications: aid rogramme | 
prog pers q Progra full Curriculum Vitae, with a cover letter and pietre to 


‘management, health sector experience, proven team leadership, 
management capabilities and a degree in economics or business. 


TI Human Resource Manager | 
EC Experience i in Indis is isa mre 


Meyado International Limited 

oe Westendstrasse 19 

í hiree task managers: a. health organisation and management 60325 Frankfurt a. M. 

eu (macro systems development); b. health rationalisation and 
effectiveness (micro systems. development); and c. performance- 
based payment systems and monitoring. Experts should have an 
academic background in public health and health economics. ! | . 
Experience in South Asia is a prerequisite. BUSINESS a — M : o 

NEM RTUNI Readers are recommended | 

- For other assignments in the Asian region, BMB wishes to expand its us 


- roster of consultants in the following areas: to make appropriate enquiries and | - 


= health, family planning, health economics, information systems 
m primary, secondary and technical education | 

UN social and macro-economic policy, public administration and 

]. finance l 

l - m poverty reduction, community participation, NGO development. 


| . Interested persons should send their detailed curriculum vitae a.s.a.p. to: 
BMB, attn. Mr Jan Dalmeijer, P.O. Box 550, 6800 AN Arnhem, the 


Netherlands. Telephone + 31 26 3577111, telefax + 31 26 3517861. 
ail: Internet: bmb@ arcadis.nl 


TRUE! 
MONEY AKES MONEY 
investin  . 
Managed Futures Pools 
Guaranteed Capital Programs 
35 years experience 
WRITE OR CALL TODAY 
Dunn & Hargitt inti. Group 
41 Ave. Legrand, Box i- 
1050 Brussels - Belgium 
Tel: 32-2-640.32.80 
Fax: 32-2-648.46.28 © 


Not available in Belgium, US & UK 


take appropriate advice before |: 


sending money, incurring any | 
expense or entering into a binding 
commitment in relation to an 
advertisement. The Economist 
Newspaper Limited shall not be 
liable to any person for loss o 
damage incurred or suffered as 


result of his / her accepting 


offering to accept an-inv 
contained in any advert el 


published in the Economi 









Arthur Andersen's 


Gioball Conference for 
Educators and Business Executives 


LEARNING FOR THE 21st CENTURY 


BER. 15 -17, 1998, St. Charles, Illinois 








B Understand the co-evolution of schodii, 


a self-directed, life-long learning system. 


¢ Russell Ackoff — Author of The Democratic 
Corporation 

* Deepak Chopra - Author of Ageless Body, 

Timeless Mind . | E 

Marva Collins — Founder of Inner City School 






$. 9€ 9 9* 


Morton Egol — Director of Arthur Andersen's 
. School of the Future 


of Man E 
* Thomas Kelly - Director of Arthur Andersen's 
Knowledge Enterprises - | 





Visit the Arthur Andersen Community 
Learning Center via videoconference with 


. the one-room schoolhouse for multiage, self- 


environment for all ages. 





Participate in | workshops on Global Best 


and business. 


Phone 630-444-4987 
Fax 630-444-4975 


Please send me ___ 
Name (Mr/Ms.) 
Company/Org. 

Address. _ 
dq. City .. 
State/Country. 
Telephone 
Fax 


E-Mail 


| "UK's First Business-to-Business. | 


higher-education and business training toward 


B interact with thought leaders (all confirmed): 


Edward de Bono - Author of Serious Creativity 
Peter Drucker — Father of Modern Management 


: e Stephen Jay Gould — Author of The Mismeasure 





facilitators and learners. This modern version of 


directed learners is evolving towards a learning 


Practices for learning in schools, higher-education 


‘E-Mail. school.of. the future@arthurandersen. .com 
Visit www. arthurandersen. Fem schoolofthefuture 





.. registration forms: 











Zip/Postcode | 



















Marketing Symposium 






Topics include: 
* Enhancing customer relationships 
* Partnering 
* A new role for marketing 
* Building strong businesses 





















The Judge Institute of Management Studies, 
University of Cambridge 
Friday 17th April 1998 












Organised by: 





















professional 
marketing 


M B = Pond Y : r The worldwide journal for marketing professional services 


MARKETORS 

















Limited number of places still available. 







Contact Richard Chaplin on Tel: 6171-786 9786 
Fax: 0171-786 9799 E-mail: pn@pmint.co.uk 





Save 30-70% on International Calls 


rated #1 in Callback 
nal Telecommunications Association. 


residential, and cellular. . 





340-526-2000 . 1-310-526-2100 fax www justicecorp.com 





|TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: 


Amy Stewart Suzanne Hopkins 
London New York. 
(44-171) 830 7000 - O (1-212) 5415730 — 








INTERNET TRADI? \ iG 
227 OF U.S. SECURITIES — 4 
| Litigation Bag. With 
TEM THE PRIVACY AND 
prse m leather. $1050. PROTECTION OF AN 
cp OFFSHORE COMPANY 


Our Traveler's Briefcases 
yu tria plecti rs The complete : offshore package offers: i 
our padded, Flexible Un- Corporate Trading Account 

wreckable™ frame. An International Bank Account 

Twelve of us work together Secured Credit Card 

to design and make Glaser An Offshore Company i Mec 
Travel Goods in our San Account Protection i in the U.S. brokerage E 
Francisco studio. We sell account of up to $50M ] = 
direct to you. Please call — - On-line Portfolio Valuation . 

for our free catalog. e High Yield Money Market Saepe. 


| "XE l e Instant Worldwide access to your account : - 
GLASER DESIGNS A 
TraveL Goops Maxers http: /Iwww.bhisecurities. com. 


32 OTIS ST. SAN FRANCISCO, CA 94103 


Not available to U. s. citizens: or residents. 


ji : PHONE 415-552-3188 FAX 415-431-3999 | The investments or services to which this advertisement 
; TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM relates are available only to professional investors: 


KING B AUDOUIN INTERNATIONAL DEVELOPMENT PRIZ 


they give to the peoples of less-developed countries ta: 


development themselves. 


With a view: 


dates’ file 


submittin 





















FREE CASH GRANTS! College: | ND PASSPORTS 1 Drivers Licences NITRIC HICH YIELD investment "Programs 
Scholarships. Business. Medical bills. / Degrees / Camouflage Passports /13 force ts, taimigration law may make you} 5 Ui anitarian Project ^ Funding 
Never Repay. Toll Free 1 -800-218- Countries / Secret Bank A/Cs / Awards. — | eligible fora U.S. GREEN CARD without needing job] P.B.N's/P.B.G's Fax: 519- 658-2342 


. i n E ^mi 4, offer If you are an experienced businessman of 
PORUM Ext. G- 4265 : : GMC, Fax: *3120-5241407; E-Mail: professional. please fax your C.V, resume, or Hist of or jcastle@gophone. com 
- 10041 3.3245@compuserve com; qualifications for review to: 





: .giobal«m f. Law Offices of 3 t 
http iw giobal NM dd DOBKIN & SHERMAN, P.C. GOVT FORECLOSED homes from 


32901 Mikidiebelt Road, Suite 500 i in E 
to . Farmington Hills, MI 48334 L.S. A. tae rele yes Lice 
ie fei. (248) 855 8600 Fux (248) 855-9788 E-mail xgreencsrdaraot. con ( "d 800 218 9000 Ext H 4265 .for 
current listings. | 


Winter Break 
in London 


Low season rates apply Jan - March 
We offer 24 Apartments ranging from 1-3 
bedrooms. Each apartment has a fully | 
equipped kitchen / reception / maid service / | 
satellite TV. 24 hour reception. with fax and 
laundry service. 














































| IMMIGRATION TO CANADA 


CHAIT AMYOT — 
Baeriner & Solicitors (Founded 1928y ; International Company 
‘Reputable Canadian law firm provides assessment of vou ~ " d Ro Rec. 
eed of success. FEES BASED ON RESULT Formation Specialists 
Fees are payable only if an immigrant Visa is actually a iA à ] 
issued and nol otherwise. Far an ASSESSMENT. New & off the shelf companies reasonably priced. 
forward your restme to: * US corporations & LLC'S - every State 
CHAIT AMYOT tmmicratien Division. * Offshore companies: Caribbean, Europe, Far East 
1 Place Ville-Marie, Suite 1900, Montreal, Canada, Fast, reliable. discreet xervive since 1983. 
H3B 2C3, Tel: (58141 879.1383, Fax: 879-1460. USA Corporate Services Inc. 
_E-Mail-deome@chait-amyol.ca 170 Washington Ave. Albany, NY 12210 
: (518}4.33- 1400 + FAX (518)433-1489 
http ww, eybi convoftshore 


| CITIZENSHIP & & PASSPORT 
| — Fully Legal Programme 
Extensive Visa Free Travel 
From US$40,000 + fees 


information / immediate service from: 


| The perfect alternative to — Hotel 
Accommodation for the visiting family or 
business person. Comparative rates, privacy . 
aud ideal location Knightsbridge, Museums 
| and the Exhibition Halls a: Earis 
Court/Olympia make Collingham Gardens the 
| ideal home from home. 


OFFSHORE. DOMICILES LTD 
Sovereign House, St. Johns, 
Isle of Man IM4 3AJ. 

Tel: + 44 1624 801719 
Fax: + 44 1624 801990 
E-Mail: info@offdom. com 





CUT THE COST OF YOUR 


STAY IN LONDON | aan 
i Comfortable self-contained serviced studio | Ec 





For rates and brochure please contact: 


Collingham Serviced Apartments 
26-27 Collinghbam Gardens, London 





SWS 0HN j flats in Knightsbridge near Harrods, fully 
Tei: 0171-244 8677 http://v JANNEN. v.offdom. com equipped kitchen-dinette, bathroom, phone, 
l satellite T.V., central heating, elevator, maid 


Fax: 0171-244 7331 — QW 
———— service, resident manager. Suit 1-2 persons, 
Brochure by Air-Mail: 
| Knightsbridge Service Apartments 


45 Ennismore Gardens, London SW7 1AQ. 
TEL: 0171 584 4123. Fax: 0171 584 9058 à3sn Svs M RHC DE USA 19810 


cee Ald YAT 252 302477 9800 « 800371 CORP e e FAX 302-477-9811 
E-MAIL: KNIS41@HARLEYWEB,CO.UK 
Internet: WWW.HARLEYWEB.CO.UK/KNIS41 E-mail: cop@deireg.com € intarnet: hito: / /deleg.com 






"PASSPORTS? z | @ Privacy and how to maintain it. 


© A second. passport can save pues life. ELIMINATE TAX 


|. The truth behind passport deals, @ Altering your source of income and 
9 70+ countries explored in detail. relocating your assets. 


@ New business opportunities. E dé The Best ime to move. 
9 Explore the concessions given by 


UR 'PRIVACY TACTICS’ Agee 
5 certain high tax countries. 


| € Escape the control over your life 
| and property now held by Big ANONYMOUS BANKING 

















IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer wii- 
prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Bivd., 


HANDWRITING 
ANALYSIS 


Examiner of disputed and 
arionymous documents. Also 
aptitude/character assessment 
for recruitment purposes. 





; Brother Government. € Bank accounts with no ID. EU erri t i #208, Mt, Royal, Quebec, Canada. 
(€ How to disappear from all computer @ Leave no paper trail. London NW3 SAH H3P 271, Fax (514) 739 0795. 
and information banks. @ Obtaining secured credit cards. Tel: 0171-794 6060 Fax: 0171-431 4699 Email: 76143.2031@compuserve.com - 


-© Tax avoidance (not evasion?). @ The secret art of ghosting. 





rora FREE information pack contact: 

Scope International Lid, Box No 6930, Forestside House, 
Rowlands Castle, Hanis, PO9 GEE, Engiand, UK 

Tel: +44 1705 631751 Fax: +44 1705 631322 






Ti dee 
France... ... 30¢ 







‚Most new v customers are 
referred by satisfied 













Germany ....24€ NewWorld users 
|Ktaly........38€ 0 
|Netherlands. . 31€ [CES 


Switzerland i 296 : 


No SetL p Fees 
* Agents Wanted Call 1-206-378-2816 * 
Tel: 1 .206. 599.1992 * Fax: 1 .206. 599.1982. 


417 Second Avenue West * Seattle, WA 98119 USA 
WWW. kallback.c com: > * Email: info@kallback.com . 


Business to Business agents weléome - 
20i 287.8400. * 






UELECONMUWICATLONS 





1492 TEANECK ROAD + SUITE 124 > TEANECK, NEW JERSEY » O7666 + BSA 





























~ |. uxuRY SERVICED APARTMENTS NEAR HARRODS. | 
/ CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED FULLY REFURBISHED ONE AND TWO. 
BEDROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 


PUBLISH YOUR WORK 







i Poetry, Childrens, 
| AUTHORS WORLD-WIDE INVITED. 


MINERVA PRESS 


Bib 2040 s BROMPTON RD. um Sw? 300] 


u s. CORPORATIONS AND 
IABILITY COMPANIES 
ET UP INSTANTLY IN 
E, OR OTHER STATE, BY 1 
PHONE, FAX or INTERNET : 


Yow headquarters may be. anywhere in the [ 

USA or other country. No minimum capital 

requirements. No lawyers necessary Most 

major - corporations ate. incorporated in 

Delaware. FREE Delaware Incorporation 

-Handbook (7t Edition). Registered agent, 

shelf corporations, legal office address in 

Delaware and mail forwarding. Independent 

Dep agents wanted. VISA/MC/AMEX 

CALL ANYTIME Tel: 1.800.423.2993 

. teli free) or 4302.996.5819 

Fax: A. 8,9. 423.04523 (USA/Canada only) 
or Fax: +302.996.5818 

a E-mail: inc. info delbusinc.com 
Internet; http://www.delbusinc.com 

` Delaware Business ÍÉncorporators,Inc. 

-` > 3422 Old Capitol Trail, Dept. TE E-Mail: iom(2icsl.com 


: ee pmi — GIBRALTAR - STEVE ROWLEY 
RN i TEL: + 350 76173 
; ee a FAX: + 350 70158 




















We incorporate and provide management 
services in all leading jurisdictions. 
Offshore structures can cut taxes and offer 

significant asset protection. 
For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 

TEL: + 44 1624 801801 

FAX: -- 44 1624 801800 









; ro : _ E-Mail: gib(2icsl.com 
x - Lr Ex O3 R E HONG KONG - SIMON HANLEY 


RA AERE Í TEL: + 852 2542 1177 
taipearies wrorikd~wricke FAX: + 852 2545 0550 


E-Mail: hk&Dicsl.com 


SOUTH AFRICA - CARL LIEBENBERG 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 

E-Mail: icssa@tafrica.com 

UK.» MS PEYMAN ZiA 

TEL: + 44 171 493 4244 

FAX: + 44 171 491 0605 
E-Maik uk@icsl.com 

















mation and administration 

of Modos 

: e of bank accounts 

: telffax/m: AH O aree services 
| 109 3? Budapest Ráday u. 3.3/4, Hang ary 

aE 2479-96-81, 7216-54-13 
















amati: laveco (Gimall.matav ha 








Ask for our FREE information | USA - JERRY BAKERJIAN - BBA 
brochure! TEL: + 1 954 943 1498 


FAX: + 1 954 943 1499 
‘E-Mail: usa@icsl.com 


ate: /aww.IGCSL.com 


Languages spoken: English, 
- French, Russian, Bul garian 


| Need an offshore com npany? 
RULE NUMBER ONE.. RR = 
-Do not use an incorporation agent in your country, as this creates a file | 
on your offshore identity in your own country. This is not wise. 


Companies - Worldwide - Bank Introductions - Re-Invoicing - Nominees 
CHARTERED OFFSHORE SERVICES LIMITED 
| St. Andrew's Terrace, Waterford, Ireland, 
Tel. + 353 51 838855. Fax. + 353 51 858866 
E.Mail info@offshore-services.ie WWW iol ic/offshore/ 





«le CANADA IMMIGRATION W 
Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
į prepared. Our money-back guarantee is your assurance of success, 
4 Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
| 1410- 409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 112 
Y TEL: (604) 669 0389 FAX: (604) 669 3905 
INTERNET:  http///confraternity. bc.ca/visa/ E-MAIL -passportarinfoserve.net 


JANUARY I7TH 1998 


[NEW AUTHORS] 


ALL SUBJECTS CONSIDERED: 


Fiction, non fiction, Biography, Religious. 


| WRITE OR SEND YOUR MANUSCRIPT TO:- 


Tax Pon - i 























WORLD WIDE 
No. 1 OFFSHORE 
COMPANY AND 


T PLANNING BY LA T 


Sd EL BSCE is one of the world’s largest m E 
Since 1975 our worldwide staff of B fp planning practices. Fully owned andi 
over 275 multi-disciplined M — operated by lawyers and accountants. M — 
professionals including lawyers. M All our consultants are professionally M - 
NINE M Btrained and will ensure your affairs wil ——- 
secretaries, ankers have E. hb. : $ 
provided confidential and cost be deal with in an atmosphere ot l 
utmost privacy and confidentiality. 
SALE AAACN EEEREN 


effective company formation in ali , 

the major low tax areas. a8 
WORLDWIDE OFFICES CAN 

a PROVIDE: EX 










































"TITIO 
@ BELIZE $500 
@ BV ISLANDS $500 


$ DELAWARELLC $495) | 0 
© GIBRALTAR coso B ^ ANNUAL L FEES 
@ HONG KONG $450 f — | 















































© HUNGARY IC EM gm 
@ IRELAND £225 For confidential & friendly 


SL OL MAN. ee LONDON OFFICE 
e" 5i 90-100 SYDNEY ST, 

€ MADEIRA $2250 

@ MAURITIUS $500 | CHELSEA LONDON, - 

e NEVIS $575 i SW3 el 

@ SEYCHELLES woe E TEL 171-352 2274 - 

ALL CREDIT CARDS ACCEPTED FAX: + 171-873 9688 

Other Jurisdictions & Offshore Banks & — E-mail: offshore@scfgroup. 


Available on Request ‘MUTE 
| LUXEMBOURG - EVELINE KARLS | FREEPHONE: 0800 262 856 | 
WWW. scfgroup. com — | 


| Tel: +382 224 286 Fax: 4352 224.287 
FINLAND - JENNY KOMPULAINEN 
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| OUTPUT, DEMAND AND, JOBS ea Vini edt rate iit a post-war mae high 
1 of 11.9% in December. In the same month, the jobless rate edged up to 4.7% in America and 
| fell in Britain (to 5.0%), Canada and Australia. In America the 12-month rate of retail-sales 
- growth accelerated to 4.1% in November. 

















T hangs sx annue rues .. "he Economist poll: industrial — Retail sales Unemployment 

| . . .GOP ^  GDPforecasts Production — fvolume) — — *6rate 
Loos LLL Amths! tyear — 1997 1998 — 3mths! 1year — — year — latest. yearago 
Australia — «4 59 +3693 +30 +34 +04 +150 +3893 81 De 86 
Austria na + 13 1996 « 18 +24 +36 +65 Mw +335 — 71 Nw 69- 
Belgium +53 429 Q2 +24 +28 na + 2.7 0d +65 Aug 132 De 136 | 
Britain — € 32 +37% * 35 +26 -25 *08 Nw + 48 Nw 500! 67 
Canada ——— + 41 * 40 Qj +38 +36 +38 +57 Ot * 64 Sep B6 De — 97 
Denmark +57 +37 Q +30 +30 +55 +4204 ^ «3200 . 75 Nw 82 
Frame — «35 +2793 +23 «28 +76 +73 0d  *4700 124 Nw 125 - 
Germany — € 32 » 24 Q +24 +28 -23 +42 Nw +07 Ot 119 De 109 
italy — «18 « 19 Q +13 +23 +34 4 47 Ot  * 1002 128 M 120. 
Japan (31 «10g +11 +10 -17 -1lNw  -35 0d . 35Nw 33 
Netherlands +27 +2993 +30 +33 -02 *380a -21 Aug 52 Nor 65 _ 
Spain +26 +3493 +32 +36 +128 +860a na 206 qr 219 
Sweden +62 +27% +20 +30 +129 +103 O¢  +4loa  — 65 Not 79 
switzerland +1) + O8 os +05 +19 m + Sor + 41 on 50 met 33 
United States * 31 XEM ae : 37 +27 +67 + 56 Nov "4 41 Nov 47 ME 53 
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(to an 11-year low of 1.7%), Britain, France, Germany and Italy. In the same period, American 
hourly earnings growth dipped to 3.7% and producer prices fell faster, by 1.2%. In Britain, in 
j| the year to November, average rang: growth jumped to 4.8%. 

















1 % change at annual rate | = The Economist poll - 
Consumer er prices* consumer prices forecast. forecast Producer prices* ,, Wages/earnings 

205 Lo ams! dyea 01997 1998. 3mtsi tyear 3 mts! year 
Australia —— — —— - 17. -03 Q9) +05 17. *20 +1603 +44 279 
Austria — «09 + L1 Nw +35 *17 #07 +060 ^  nà na  — 
Belgium — — — - 04 * |! o +17 *19 ^ *44 *170a +33 *220 
Britain — — — «32 + 36 De +30 +34 . — * 11 +10 pe +44 + AB Nw 
Canada —— «01! OS Www — «18 «19 *08 + TAN -54 - 17020 
Denmark — +22 *21Nw.  *22 +25 = * 18 *26 Nw» na + 4.0 Aug 
france +12 x De | +13 +16 +04 +08 oa £41 + 27 jue 
Germany — 07 * 1B pe +18 +21 = 20 4 28 De na + 1.1 or 
italy O +24 *150« *18 +22. +20 +16 Nv +23 +37 Nor 
Japan —— +24 *21Nw +15 +08 +05 4 16 De na + 13 0d 
Netherlands +39 +25 Nw +23 +25 +19 +24 Nov +28 +3208 
Spain — £36 +20 Nv +20 +24 +36 +12 Nv +36 310 — 
Sweden — na * 18 N« +09 +21 -08 425Nw -26 +46 Oct 
Switzerland +03 * 04 De +07 * 10 -10 + 08 De — nma mo 
United States +21 + 1j Oe +24 +24  *13 = 120« *51 *370« 


*Not seasonally adjusted. Average of latest 3.«months compared with average of previous 3 months, at annual rate. 





B ADVERTISING Spending on advertis- 
ing last year rose by 6.8% worldwide, or 
| 3.7%in reali terms, to $299 billion. Thatin- - 
. | cludes spending on advertising on televi- 
.| sion and radio, in newspapers and maga- 
| zines, and in cinemas. Steady economic 
_| growth continues to underpin America's 
“tad spending, which rose by 3.2% in real 
"terms in 1997. In Europe, real spending 
tose by an estimated 3%. Zenith Media, a 
consultancy, expects this to slow to 11% a 
-year by 2000, as tight economic policies 
- hold back growth. Despite Asia’s woes, Ze- 
.| nith expects ad spending in the Asia-Pa- 
| cific region to grow faster than in America 
or Europe. Latin America, thanks to the 
hope of higher, more stable economic 
| growth and falling inflation, is forecast to 
be the Smetane market. 








PRICES AN D WAGES Inthe year to December, consumer-price inflation slowed in America 
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annual growth of 15% over the past three 
seasons. Among its many other feats, El 
Nino will help ensure another record 


COMMODITY PRICE INDEX | 
Our all-items index has fallen 
by 6.8% over the past year and is now little . 
changed from its 1990 average. Foods have . 
dropped by 18.596 from a May peak, but are 
still 7.8% up on the year, thanks to dearer 
beverages. Prices of industrial materials 
are falling fast as the Asian economic crisis 
deepens: weaker import demand in the | 
area is likely to affect all commodities in | 
1998. Copper, already at a four-year low, 


Economist 
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_and nickel are likely to be badly hit, ascon- | 
struction slows and fewer cars are built. | 
America’s agriculture department reckons | 
that demand for soyabean meal in South- | 


East Asia will fall by 3% in 1997-98, against 


soyabean crop in Brazil. 














1990-100 % change on | 
Jan 6th Jan 13th* = one one | 

lumen ctu Lal Le pcs G UMEN WEM 3 
Dollar index | 
All items — 1019 1016 ~ 33 - 68 | 
Rod . 038... 115 19 4 19 
industrials | 
All 83.9 825. - 51 -208 | 
CN — 311. 923  - 87 257 | 
_Metas ^ 760 ^ 761 - 22 -168 - 
Sterling index | 
Alem — 1114 1110 - 33 - 48 | 
Food ^ 1340 — 1350 = 19 «101 - 
industrials S 
A sos I ache oe 9031 2 51-197 | 
“Nfat 106) 1016 -~ 87 -24! | 
Meus 830 ^ 832 - 22 -149 | 
SDR index i i 
All items 103.7 | - 1030. dE ae ~ 09 | 
Food — 1248 1253  - 13 +147 | 
industrials | 
Ali 85.4 836 = 45 -157 | 
“Nah 988 942. = 81 -210 | 
Mets —— 773 772-16 
God | 
$peroz — 28185 | 280658 — - 17 -214 | 
s Crude oil oil North Sea Brent Mrs i 
Sper bone| 1598 5 LM MT. | 
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ANCIAL INDICATORS 


|" STOCKMARKETS Most of the markets in our table lost ground in the week to January ath | Bi BOND ISSUERS The top 20 firms is- |. 
«4 Wall Street fell by 2.8% on January 9th but then rebounded. After hitting a new 30-month low | sued more than 4,600 international ib. 
-on January 12th, Tokyo finished the week 0.6% higher. Frankfurt lost 4.6%. | bonds in 1997, raising a total of $742 bil- |. 

| lion, up by 9.2% from the $679 billion | 

































e NEO OM : 
a 98 — "E mend Dec3ist 1996  Taised in 1996. Dollar-denominated |. 
h ow week year high in local in $ | bonds provided the lion’s share of new is- |- 
eis — oeenn UEN terms | sues—some 48% of the total in 1997, up | 
Ii LE — ETE zi ae | from 40% a year earlier. American invest- |- 
Si. 25. w223 - 65 + 294 ; s; | ment banks dominated the bond-issu-— 2 
4,056.6 ~zs - 42 + 240 «i81 | ancebusiness. Merrill Lynch managed $57 | 


















^ 63511 72099 56793 - 36 + 47 2319 as. 72 + 25 | billion of international bond issues, 7.7% |... 
6956 . 7081 4701 - 06 373 - 18 + 474 +251 | ofthe total. Morgan Stanley. finis nished. sec | 

“13134 20034 — 1532  - 22. *182 — - 45  * 25 — * 43 | ond in value terms, even though it manc: 
Hus : CINMM TG. S —— soo E Um m S: € | LES. | aged a greater number of issues last year: | 
1511220 206811 146644 "58 oa o ua -34 | 426 compared with Merrill Lynch's 380. 
79136 10110 ^ 6344 ^  - 09  .398 s6 ^. gs ^ .3o1 | The top four international issuers, and six 
-6593 6601 43485 4 04 «425 Ory 482 ^ «247 | Ofthetopten, in dollar terms, were Amer 








29253 33158 ^ 23785 ~ 38 4170 -118 | can banks. The other four top issuers. are 
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6,149.8 6,397.0 3, 922. 9 l m. 54.5 -— 39. 56.0 +442 B | owned by European Dx nks: two Swiss, m 5 
7,784:7 8,259.3 6, 3917 + 15.7 - 57 + 207 + 20.7 I $ Pace 
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D DINTEREST RATES The hc yield on tener Germa bunds dropped below ah, 
ie yield on America’s 30-year benchmark Treasury bond slipped briefly below 5.71% 
gt e week ending on January 14th. 






S ` _ Money supply” _ interest rates % p.a. (Jan 14th 1998) 












7 "riseonyearago over- ^3 mth money market ^ banks bond yields Eurocurrency 
" narrow broad night latest year ago prime gov't corporate — 3 mths bonds 
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.. E Nan Mt except Britain MO, broad: MZ or M3 except Britain Mà, Sources: Banco Ambrosiana Veneto, Banco Bilbao Vizcaya, Belgian Bankers' Assn, 
^. Chase Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, I.P. Morgan, 
bas, oe Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream ACV. Rates cannot be construed as banks’ offers. 






+68 +106Nw 706 7.44 6.19 825 603 660 7.50 623 
+77 +43 Nw 425 415. 288 600 928 624 450 502 | 
|. Japan +91 +32 Nw 046 066 043 163 188 158. 044 11 
| Netherlands — 478 +71 Nw 332 3.39 308 525 — 499 542 358 449 | 
| Span. ^ ^ 4130 +40 Nov 462 468 615. 725 | 528 5.64 467 481 | 
| Sweden ...Dà -*13 Nw 425 443 č As | ,,560 549 566 475 — 5,30 | 
| Switzerland +93 «41 oc — 119 138 i81 300 315 332 134 217 | 
| United States - 1.5 +53 Nov 553 538 538% 545 8.50 In (661 556 527 | 
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ES TF ADE, EXCHANGE RATES AND RESERVES Japan’s visible-trade surplus shrank to $10.6 billion i in November: Its E trade s sur- | 
|. plus grew to $99.8 billion, the largest since June 1996, and its 12-month current-account surplus widened to $919 9. billion. In the week to | 
January 14th, the dollar fell slightly in trade-weighted terms, while the yen rose slightly. : | E 
Trade balance*, $bn Current account , $bn Exchange rate Currency units per $ Currency units E Foreign faa $bn a cx 
latest latest 12 latest 12 mths trade-weighted* Jan 14th year ago per £ per DM per eu . .jatest year ago | 
month months Jan 14th year ago i NOME NE 
`- Australia + 033 Nw + 23 - 132 Q3 ^ 852 936 1.55 19. 2.52 085 168 165 Nw 
: Austria - 164 Q38 69 - 600a 1025 1039 12.8 112 — 209 7.03 139 199 Nw 
. Belgium + 1.58 Aug — + 117 * 143 un 1018 1043 — 316 328 613 206 408 167 Now 
j Britain -22104  - 185 + 63903 1048 963 061 0.60 - 034 0.66 353 Sp 
T. Canada * 042 0a. « 184 - 85 Q3 82.5 86.3 1.43 134 2% 0.79 155 186 Nw 
Denmark — «014 sp + 40 + 050 104.3 1063 694 605 m32 3.81 753. 194 Nov 
"France +312 04 + 284 +374 ot 1052 1070 6.10 — 536 995 335 662 302 Nw 
| Germany +5240 +721  - 660a 1029 1060 — 182 159 ^ — 297 - 198 77] Nw 864 
| italy + 288 Ot +329 +3425 755 78.4 1793 1,546 2925 984 1,945 543 Nw 482 
| Japan 410.56 Nov « 99.8 + 91.9 Nov ^ 1183 1258 132 117 215 722° . 13 . 227.2 Nw — 2159 
| Netherlands + 154 se + 163 + 224 Q 101.1 104.2 2.05 178 3.35 113 — 223 259 Nw . 279 
| Spain - 200 oa  - 176 + 92 0a 76.5 792 ~ 154 133 252 847 168 687 Nw. 56 
| Sweden —— + 1.28 Nv +170 + 725p — 847 876 802 6.95 131 440 8.70  . 146 904 . 22 
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seasonal adjusted. 
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|. EMERGING TIGERS Bosnia will re- | 

main the world’s fastest-growingeconomy | 
in 1998, according to forecasts from the 
| Economist Intelligence Unit (EIU), a sister 


grew by 5096 in 1996, 30% in 1997 and will 

grow by 35% in 1998 as post-war re- | 
construction continues. The only other | 
| countries that will see double-digit growth 
| in 1998 are Albania and Georgia. | 


| 

| 

| dise: | 

company of The Economist. Bosnia's GDP | 
| 

i 








AND TORTOISES Turkmenistan is the 
only emerging economy that is predicted 
to shrink in-1998. The EIU expects GDP 
there to fall by 2%. Thailand's economy 
will stagnate, growing by only 0.2%. 
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ECONOMY In China the12-month rate of industrial-production growth slowed to 9.2% in 
December from 11.6% in November. Consumer-price inflation jumped in Indonesia to 11.6% 
in the year to December (from 10.0%), rose slightly in Hungary (to 18.4%) and slowed in Chile 


| (to 6.0%), Mexico (15.795), the Czech Republic (10.0%) and Greece (4.7%). 






































% change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
“GDP Industrial Consumer ^ Trade i Current Latest Year ago 
production prices balante account 
China +8296 + 9.2 Dec + I Nov *386 Now + A ise 1399 oa 1003 
HongKong +64% ~ QB mn + 51 Nov -207 Now  - 26 196 96.5 Nw 63.3% 
india “+ 68196 + 21 sep + 495p - 52020  - 45195 242 ve 206.2 | 
indonesia + 8.0 196 = «1560!  * ll60« +0600  -790Q 189 od — 157 
Malaysia + 740  +9Boa + 26Nw - OF Nw ~ 63 196 217 ve — 270 — 
Philippines — £499 /—— - +4300 + lp — -llÜot —- 38196 | 94 tp 98 
Singapore — «10103 + 640a + 23Nw -~ 76Nw 414003 773 s 7425 - 
South Korea — « 63.0) * 62 Now — * 43m» — - BO de — - 890e — 204 ox 340 — 
Taiwan + 690 + GON + 020  *760« v 930 83| ww — 87 — 
Thailand + 67 rm — « 61 Mx + 76Nw - 8800  -100Q 253 Nov 386 
Argentina — + 86 93 + 8.7 Noy + 03 De - 4000: T 85 8 200 Now m» rs 
Brazil /^*289 * 5600 + 4lNw — - B50« -33303 512 nv 582 — 
Chile 4 +8103 +4400 + 60De - - 10mm  -~ 3393 1^8 be 148 
Colombia +55  «1120a  * 177 0« - 239» ~ 47 196 ^ 98 on 8.0 
Mexico — $819. 4104 0d + 157 fe + lSNw ~ 4002 270 nw 188 
Venezuela - 16196 na - + 376 Dc 4134 Mw + 8.3 196 155 Nw 119 
Greece +26 199% + 335p + 47 dx 1ST at — - 4B — — 123 Noe 19.3 
Bw — 20 + 1 ot + 82w 79m 31m 21 me 
Portugal +300% + 60 on + 21m —-104 9» -57o 151 on 158 — 
South Africa — « 120: + 240:  * 68w» +4 2B Nv  - 1305 oo TETS 
Turkey + 5.403) + BZ Nov + 99] oe  ~194 ag — - 38i 196 Nw UG 
Czech Republic + 0.8 R3 +10.0 Nov + 10.0 de — ~ 46 Nw —- ~ 47 Q — 31.0 og — 126 — 
Hungary — « 510: — $133 wv — * 184p — - 23 Nw — - 1202. 83 se — 104 — 
Poland — £6902 MIn  * 132 Nw — -11000 — AZ OG 198 sp — 174 — 
Russia +10% +190 + llOb« 420800 +13001 184 oa 105 —— 
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FINANCIAL MARKETS Asian markets see-sawed after more heavy losses. Hong Kong lost 
8.7% on January 12th, hitting its lowest level since March 1995, and a rebound in the week to 
January 14th did not last. Jakarta rose by 2.5% on hopes that Indonesia may implement the 
IMFSs reform programme. Seoul held its nerve and gained 16%. 














Currency units ,, Anterestrates Stockmarkets % change on 
pers per £ short-term jan 14th ~ ___ Dec 31st 1996 | 
Jan 14th year ago Jan 14th” % p.a. one “in local in$ 
week currency terms 
China 8.28 830 13.5 868 12722 - 33 + 332 + 336 
HongKong 775 7174 126 165] 92266 - 33  - 314  - 315 
inda —— 403 — 358 65° Jd . 3498 .— 143 . 109 — 14. 
indonesia — 7300 23/8 11900 — 3050 (40 — 325  - 368  - 795 
Malaysia ^ 433 i 247 #4706 943 5367 +30  - 566  - 747 
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Sources: National statistics offices, central banks and stock exchanges: DatastreamvIC V; Reuters, SBC Warburg; LP. Morgan; Hong Kong Monetary 
Authority; Centre for Monitonng indian Economy; Bank Negara Indonesia; Malayan Banking: Phiippines National Economic and Development Authority, 
Hoare Goven Asia; FIEL; Baring Securities; Merrill Lynch; Bank Leumi Le-braeh Standard Bank Group; Akbank; Bank Ekspres, Deutsche Bank, Russian 
Economia Trends; Moscow Times/Skate Press. 
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AI ef the securities having been sok, This anncuncement appears as a matter of record only 


U.S. $4,225,017,562 


China Telecom (Hong Kong) Limited 
PREE (FE) EAS 





Global Offering of 


2,770,788,000 Ordinary Shares 
representing 138,539,400 American Depositary Shares 


BE / Global Coordinators and Bookrunners —— 
| "oki: Sachs (Asia) L.L.C. China International Capital Corporation 


Hong Kong Public Offering 
144,018,000 Ordinary Shares 


ne | This portian of ihe offering was offerad 1o retail inyastors in Hong Kong. | x 1 
ational | Capital Corporation (H.K.) Ltd. Goldman Sachs (Asia) L.L.C. 
ment Finance Co. (H.K.) Ltd. | HSBC Investment Bank Asia Limited | 


China Everbright Securities (HK) Limited Credit Lyonnais Securities Asia 
JP. Morgan Securities Asia Ltd. Jardine Fleming Securities Limited Asia Financial (Securities): : s 
China Construction Bank Daiwa Securities (H.K.) Limited The Development Bank of Singapore Ltd `` 
F : : Kingsway SW Securities Limited Lippo Securities Ltd. - 
F The Nikko Securities Co. (Asia) Limited Oriental Patron Asia Limited Peregrine Capital Limited — 
Standard Chartered Asia Limited Tai Fook Securities Company Limited U.B. Securities Limited 
Hong Kong and Asia Offering 
96,666,218 American Depositary Shares 
This porion of the offering was offered fo instiiilonal ang corporate investars in Heng Kong. 
Goldman Sachs (Asia) L.L.C. China International Capital Corporation (H.K.) Ltd. 
China Development Finance Co. (H.K.) Ltd. HSBC Investment Bank Asia Limited 
Bear Stearns Asia Limited China Everbright Securities (HK) Limited Credit Lyonnais Securities Asia - 
indosuez WI. Carr Securities J.P. Morgan Securities Ltd. Jardine Fleming Asia Financial (Securities) 
jd CEF Capital Limited China Construction Bank Daiwa Securities (H.K.) Limited The Development Bank of Singapore Ltd 
1 Guangdong Securities Limited Kingsway SW Securities Limited Lippo Securities Ltd ` 
| The Nikko Securities Co. (Asia) Limited Oriental Patron Asia Limited Peregrine Capital Limited 
| Standard Chartered Asia Limited Tai Fook Securities Company Limited U.B. Securities Limited. 
international Offering 
19,817,981 American Depositary Shares 
This portion of the offering was offered culside of Hong Kong, Asia and the United States by the vodertigned. 
Goldman Sachs International China International Capital Corporation 
Deutsche Morgan Grenfell 

ABN AMRO Rothschild | J.P. Morgan Securities Ltd. 

Paribas SBC Warburg Dillon Read UBS Limited 

Bank of China International BNP PrimeEast Securities Limited Cazenove & Co. 

Dresdner Kleinwort Benson ING Barings Schroders SocGen-Crosby Securities (HK) Limited 

United States Offering 
14,854,301 American Depositary Shares 
This portion af the offering was offered in the Limited States by the undersigned. 
Goldman, Sachs & Co. 
China International Capital Corporation 
. Morgan Stanley Dean Witter 

Bear, Stearns & Co. Inc. Donaldson, Lufkin & Jenrette Merrill Lynch & Co. 
Securities Corporation M. 
| Credit Suisse First Boston Prudential Securities Incorporated 

RBC Dominion Securities Corporation Salomon Brothers Inc Smith Barney H 

Financial Advisors to the Company 
J.P. Morgan Securities Asia Ltd. Bear Stearns Asia Limited 
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We don't invest in foreign countries. With 
in every corner*of-the Wort mp0 countr 





th resources 
eign to us. 





As never before, successful asset manage- 
ment requires global reach and local knowledge. 

Indeed, in tcday's markets, global and local 
are inseparable. Global management necessitates 
on-the-ground knowledge of local opportunities. 
Local investment requires an intensive understanding 
of global economic and market trends. Both must 
be delivered through a single, disciplined invest- 
ment process. 

At Dresdner RCM Global Investors, our 
extensive global infrastructure of investment, 
chent service and operations professionals is 
Strategically positioned in every corner of the 
world. With our rigorous investment processes 
and innovative resources—sucn as our global 
Grassroots™ research network of over 37,000 
industry contacts—we're able to respond to the 
needs of some of the world’s most discerning 
clients. The focus? Superior performance and 
customised, value-added solutions. 

With our strong culture and heritage, 
Dresdner RCM Global Investors stands at the 
forefront of global investment in countnes all around 
the world. After all, they're countries we call home. 

Dresdner RCM Global Investors. 


Worldwide. Worldwise. 


€ Dresdner RCM Global Investors 
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Australia A$6.90 Hong Kong HK$40 Laos US$4 New Zealand NZ$7.90 Sri Lanka Rs120 
Bangladesh TK120 India R580 Macau HK$40 Pakistan Rs80 Taiwan NT$135 
Brunei B$7.50 indonesia Rp8,000 Malaysia RM9.00 Papua New Guinea.. K6.20 Thailand Baht 100 
| Cambodia US$4.00 lapan (B66( ($825) Myanmar USS4 Philippines Pesos 80 Tonga T$5.50 
71486 02674 7 RMB 5 Kor Won 4,000 Nepal NR1 gapore..5$7 7*5 GST Vietnam US$4.0 
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You may know “Fastnet” from “Danger Point”, 
but do you know Red Chips from Blue Chips? 


The language of wealth management can be foggy, making it 
difficult to shed light on opportunities at home and abroad. 
Fortunately, at UBS Private Banking, it’s a language we under- 
stand. Having offered discretionary and advisory investment 


services for many years, we work closely with our clients and their 


families to ensure a safe haven for the assets of both present anc 
future generations. Financial strength, global investment expertise 
based on profound research, personal service, the confidentialit 
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on a course to long-term prosperity with UBS Private Banking 
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Britain in Europe g 


Sir—-The options open to Britain 


and the eu (January 3rd) are not. 


those which you describe, and 
your prescription—for Britain to 
advocate “the idea that Europe 
will need more than one, and 
possibly several, European 


Unions"—would simply confuse - 


the other governments. 


Neither France nor Germany - 


is, in reality, working for a “feder- 
ation", as you define it. Helmut 


Kohl has denied that he wants a 


"superstate", and has proved it 
by vetoing at Amsterdam four 
relatively harmless proposals for 
more majority-voting, 
Britain and several other govern- 
ments could have accepted. The 


. French elite, far from wanting tò 


abolish France, seek to enhance 
French power and influence 
through the £u. EMU is a perfect 
example of this strategy: without 


it the Bundesbank will largely de- 


termine French monetary policy. 
Rhetoric about political 
union does not need to be taken 
seriously, as the inter-govern- 
mental conferences of 1985, 1992 
.. and 1997 have shown. All of them 
- were billed by “federalists” as 
^ leading to it. But the conferences 
resulted in other things-the sin- 
gle market, emu and progress on 
drugs and crime. 
. Nor is the present arrange- 
ment only an "enhanced cus- 
toms union”. Increasingly, EU 
law, which takes precedence over 


wider range of activities. We 
should remember that the single 
market has been the biggest shar- 
| ing of nain s since the cre- 


Economist | 
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ation of the rec in 1957. This was 
not the result of a federalist plot, 
but largely the work of Margaret 
Thatcher, a Eurosceptic. prime 
minister, and Arthur Cockfield, a 
free-market commissioner. 





We are members of a unique, 


living international organism 


which cannotbesummed upina 


phrase. eu law is a crucial part of 
it. You say that opt-outs will not 
suffice. The truth is that they 


should be avoided except as a last ` 
resort. To have different su laws | 
applying in. different. member. 
states would be a recipe for con- - 


fusion and disputes. - i 
European integration will 
continue because it will be in the 


interest of members to do more 


things together. Bringing in the 


countries of former communist 
Europe, an essential geopolitical 


aim in the long run, may slow it 


-down a little; but will itself 
require some further, prior inte- 


gration of decision-making in Eu 
institutions if it is to bea success. 

| agree that electorates must 
not be unwilling. The Maastricht 
route to EMU, which is high risk 
and difficult to explain to ordi- 
nary people, is not helpful in this 
respect. Nevertheless, we must 
now explain the £u to British citi- 


_ zens properly and prepare them 


to make a rational decision in the 
EMU referendum when it comes. 


What we must avoid doing is sug- 


gesting that either a federation or 

an enhanced customs union is a 

realistic option. It will be a choice 

between in or out. 

MICHAEL BUTLER 

Former ambassador 
to the EC 
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Sig—-You tell us in your Decem- 


ber 20th issue that "Europe is 
moving at five speeds, at least", 
and ask, "can a multi-speed 
Union succeed?" The challenge, 
you claim, is "to keep the convoy 


| moving forward without break- 


ing up”. 
But in your January 3rd issue, 
you claim that governments are 


still “entirely unprepared” for 


the possibility of a multi-system 
European Union, and that the 


philosophy of all countries mov- 
ing together towards the same 
destination 


"must be aban- 
doned". Europe, you say, "will 
need more than one, and possi- 


"blyseveral zus", and without real 


flexibility, the current zu would 
not be "worth saving"—as if its 
collapse were imminent. 

The reality is much closer to 
the first of your two perspectives. 
Flexibility has in fact long existed 
within the eu—from Benelux and 
the weu through to recent opt- 
outs on EMU, asylum and immi- 
gration policy, and social affairs. 
It is now enshrined, as a perma- 
nent option, through the new 
flexibility clause in the Amster- 
dam treaty. Variable geometry 
will grow rather than recede with 
the passage of time. 

However, a dilute £u with few 
binding common policies, and 
everybody doing their own thing, 
would be an increasingly weak 
construct, not the powerful mag- 


net it currently represents. If the 


EU is to succeed, it must reconcile 
size and diversity with coherence 
and strength. 

London ANTHONY TEASDALE 


SiR—You are right to argue for a 
“multi-system Europe", and it is 


indeed clear that the three cen- 
turies during which Britain's for- _ 


eign policy on Europe has 
remained largely unchanged 
have left their mark, both on us 
and on our European partners. 
Perhaps the greatest difficulty 
for Britain now is the scent of 
authoritarianism and compul- 
sion that seems more and more 
to hang around the European 
project. Here are a few examples: 
a national parliament where crit- 
icism of Emu was condemned as 
being “anti-democratic”; a 
national political leader describ- 
ing deeper European political 
integration as a matter of war 
and peace; and commissioners 


0171 839 2968 


‘Unionville, 
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saying quite openly data a | motive i 
for the creation of the euro is to- 
topple the dollar from: its. posi- 
tion of global hegemony. - 

The sub-text seems to be that 
the European “train” has an 
entrance but no exit. 


London BRIAN GILL 


SiR—The Economist does its best 
to favour neither Eurosceptics 
nor Europhiles. But after much 
soul-searching, you give no clear 
idea of where Britain should go. 
Just as we in Europe have had to 
revise our traditional view of 
Britain as a country living in the 
past and lagging behind the 
mainstream of economic and. 


social development, it is time for 


the British to revise their tradi- 
tional view of the continent as a 
potential threat, and show 
enough courage to join the club. 
The sooner the better. 

Hamburg ROBERT AMLUNG 


Cc "D "-—— ——— Ja 


Uncrowned 


Sir—You misinterpret Prince 
Alexander of Yugoslavia’s posi- 
tion (‘Monarchs and mounte- 
banks”, December 20th) with 
respect to endorsements of, or 
alliances with, any of the compet- 
ing political parties or leaders. 
Prince Alexander has consistent- 
ly reiterated, in interviews and 
speeches, a policy of not endors- 
ing any party or politician. 

The prince has consistently 
supported the establishment ofa 
fair and democratic political 
process, including fair elections, 
a free press and absence of gov- 
ernment coercion in all of the 
successor states of the former 
kingdom of Yugoslavia. Only 
with the establishment of demo- 
cratic institutions would it be 
possible to know the true desires 
of citizens anywhere in Yugo- 
slavia. Any statement today, by 
anyone, about the potential of a 
return to monarchy in Yugo- 
slavia is merely speculative. 
= FRANKO TERZIC 

Privy councillor 
to Crown Prince 


Connecticut Alexander 


Sir—Otto von Habsburg is men- 


-tioned as the grandson of Emper- 


or Franz Joseph Il, which he is 
not. Archduke € Otto is the eldest 










Gillette 
Company | 


Founded in- 1901. the Gillette Cornpany is the worid leader in 
grooming. products, a category that includes blades and razors, 
Shaving preparations, electric shavers and toiletries. The 
company is also the world's top seller-of writing instruments and 
correction products, toothbrushes, oral care appliances and 
alkaline batteries. 


| The company employs in excess of 500 people in the former 
Soviet Union with nearly 300 in manufacturing. As part of the 
on-going change management process within the company and 
the imminent. implementation of SAP, the position of Materials 
‘Manager has been created to help in driving this forward. 


uccessful candidates should have extensive knowledge and 
experience in Materials. Management. Key responsibilities will be 
‘to ensure the ames inputs of materiais to production as required 
by the production plan, to establish and implement a plan for the 
ost feduction of purchased goods, budget and forecast all costs 

j O a of: materials "n merece: one o 
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materials and goods and the actual functioning of the 
warehouse. ; 


This is a hands-on role and candidates should have excellent 
people motivation and management skills; There is a strong. 
emphasis on coaching, development and team building among 
the local workforce and to generally introduce modern western- 
style management. ideally candidates will be of graduate calibre 
and currently working in a Purchasing/Inventory control role 
within an FMCG environment. Although. knowledge of the 
Russian language or previous experience of living. and working. 
in Eastern Europe would be useful, a more important attribute is. 
to be open and flexible to the challanges of living and working 
in Russia. Career prospects within the Gillette Company. are 
excellent and this role would be seen as the starting point or a 
long partnership with an international Company. 


Please forward your full career history in the strictest pian 
to Catherine Zasadzka Canham, Manager Central and Easter : 
Furope. 
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CONSULTANTS 


Tel: +44(0) 1628 810717, Fax: +44{0} 1628 810829, Email: kasia&nichoisconsultancy. co.uk 


Any correspondence sent directly to Gilette will be forwarded to our retained consultants. 
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World Energy Council 


CONSEIL MONDIAL DE L'ENERGIE 


“Londres 


secrétaire Crattav 
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Le Conseil Mondial de l'Energie est le forum non-gouvernemental, prééminent au niveau mondiai, dont le but est de promouvoir 
l'offre et l'usage optima de l'énergie sous toutes ses formes. Ses publications, ses prises de position et ses recommandations sont 
influentes et hautement considérées. Ses Comités membres sont présents dans une centaine de pays et le CME entretient des 
relations de travail étroites avec de nombreuses organisations et agences internationales et régionales. La retraite imminente de lan 
Lindsay, actuel Secrétaire Général, nécessite d'identifier un successeur dont le charisme lui permettrà de donner le bon cap à 
l'organisation à l'aube du prochain millénaire. 


ROLE 
Responsable vis à vis du Président et des Comités membres de 
l'élaboration et de la mise en œuvre de la politique et de la stratégie du 
CME, de concert avec les Comités membres, en s'assurant que toutes les 
opinions et tous les sujets ont été identifiés, analysés et évalués, 


tntretient des dens etroits et fructueux avec de nombreux pouvoirs 
publics, organisations industrielles et régulatrces, pour s'assurer que les 
politiques qui sont concues et les informations produites le sont de 
marere précise, pertinente et incisive. 


Responsable de toute la gestion de l'ensemble du personnel, de 
l'administration et des finances. Dirige la planification et l'organisation 
du Congres triennali du CME qui réunit l'ensemble des faiseurs 
d'opinion. et des professionnels qui complent dans le monde de 
l'énergie. 


Leeds 0113 230 7774 
Londres 0171 298 3333 
Manchester 0161 499 1700 
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Spencer Stuart 


QUALIFICATIONS . 

EO Un dingeant dont ia personnaite est reconnue, ayant une expérience et 
des connaissances étendues dans fe domaine de l'énergie. De fortes: 
capacités de diplomate et de négociation, une stature et une 
réputation suffisantes pour représenter le CME avec efficacité auprès 
d'une grande variété d'auditodes. 


De grandes qualités de communication, le rendant apte à identifier les 
tendances et les questions. de fond à partir dopirvons différentes et 
d'emporter l'adhésion grace.3 une expression claire et convaincante. 


Energique et enthousiaste. Niveau élevé d'intégrité et d'inteligence. 

Large ouverture d'esprit, mais déterminé quand ii s'agit d'atteindre ses 

obiectis, Capacités ingusstiques, particulirement en anglais et 

francais, Disposé a voyager intensément. 
LATS LET URGE INA IP TAL ADE RS AUOR ONG EA o et oe CAE MR 
Priére de répondre avec précision à: 
Selector Europe, Ref. FMW/27978-1/18, . 

, Adlington Court, Greencourts, 

— 833 Styal Road, Manchester M22 5LG 














































Charles 1 wa the grandson | 


Joseph IPs 
Otto formally renounced his 
` rights to the Austrian throne on 
-. May 3ist 1961, but he has never 
renounced the throne of Hun- 
gary. He has chosen not te fight 
for it, but to defend the right to 
join the European Union of the 


his monarchy, now scattered in 
12 European countries. 


ADONIS ence AENA E Ok Se s ME 
Developing Suzhou 


SiR—In “The trouble with Singa- 
pore's clone" (January 3rd), yeu 
question. Senior Minister Lee 
-Kuan Yew's criticism that the 
Suzhou city government was 
favouring the Suzhou New Dis- 
trict (SND) over the Suzhou Indus- 
trial Park (str), Although snp was 
in existence when sip started in 
1994, Suzhou city and Jiangsu 
provincial governments assured 
Singapore of their wholehearted 
support for sip, the flagship pro- 
ject for both countries. China's 
government gave special privi- 
leges only to the park, not swp. 

© The Chinese and Singapore 
governments continue to recog- 


clear that the Suzhou govern- 
«ment supports sND as much, if 
not more, providing it with land 
and infrastructure on special 
terms. Investors brought in by ste 


= ernment if they choose snp, Last 
September, sND received APEC 
State science and technology 
_. park status, which gives it equal 
., Official standing with sip. 

-> This strong local government 
E ‘@ipport, not just a more “com- 
“mercial” attitude, has enabled 


the expense of sir. In November, 
» Wang Jinhua, Suzhou's vice- 
. mayor, publicly denigrated sirto 
investors in Germany. He 


nied that - President Jiang 
Zemin supported sip. He also 


told them that all resources in 
Jiangsu province and. Suzhou © 
city would be placed behind sw. 


-. This raised a fundamenta! issue 


^ of confidence: whether Singa- 


- pore can deliver to investors the 
“full co-operation and support of 


6 


Hungarians and all the people of 


Madrid RAMON PEREZ-MAURA 


nise the parks importance to 
both countries. But it has become. 


: are also shown snp and offered. 
- the same support from the gov- 


SND to attract multinationals at 


dvised them to go directly into - 


hinese adage "shan gao 


f f huang di yuan” (the mountain is 
Archduke Karl Ludwig, Franz 
brother. Archduke. 


high, and the emperor is far 
away) describes this. age-old 


problem. Because of China's 


enormous size, local authorities 
can frustrate central govern- 
ment's intentions, 

Mr Lee raised the matter pub- 
licly so that it can be resolved 
openly, and the arrangements 
restructured into a win-win situ- 
ation for Suzhou, Singapore and 
foreign investors. 

YEONG YOON YING 
Press secretary to the 
Singapore senior minister 
sie sate eae i ST SS i RE ER oc DU 


Race and intelligence 


Sir&—Your article on twins ("The 
mirror of your soul”, January 3rd) 
rightly mentions that the Pioneer 
Fund has been accused of, but 
strongly denies, racist motives. 
Over the past 60 years, Pioneer 
has made unfettered research 
grants to more than 60 institu- 
tions in eight countries, with the 
bulk of the grants going towards 
research into behaviour genetics, 
intelligence and demographics. 
A relatively small proportion 
went to research into racial dif- 
ferences. Pioneer concluded long 
ago that racial variation is an 
integral part ofhuman variation, 


and deserves ‘dispassionate study 
by responsible scientists. 


In that connection 1 believe 
your description of Philippe 


 Rushton's work is not a balanced 
one. Research on genital size was - 
done by the United Nations (for 


condoms for arps prevention), 
notby Mr Rushton, who has cited 


| this work only briefly. 


HARRY WEYHER 
President 
New York The Pioneer Fund 


Str~You cite me as a "controver- 


sial figure" financed by the Pio- 


neer Fund, which has been 
accused of “racist motives”. True, 
I research the relationship be- 
tween brain size and igs in dif- 
ferent races. But you might have 
mentioned that the chairman of 
the American Psychological 
Association task force, which you 
also cite, agrees with my empiri- 
cal work, concluding that, with 


_ respect to “racial differences in 


the mean measured sizes of 
skulls and brains (with East 
Asians having the largest, fol- 


lowed by whites and then blacks) 


s "thete is indeed asmall overall $ 
trend.” (Ulric Neisser in Ameri- 


can Psychologist 1997.) 

Although race science has 
been abused in the past, and 
despite the danger of over-gener- 
alisation, there is no alternative 


to discovering the truth about 


ourselves, however much some 
may prefer us not to. Pioneer and 


its scientists are above reproach 


in this matter. 
PHILIPPE RUSHTON 
Professor of Psychology 
University of 
Western Ontario 


Extreme machines 


Sir—I hope that in matters in 
which I am ill informed, you 
offer more enlightened views 
than does your piece on yachting 
(December 20th). The central the- 
sis appears to be that intense 
competitive pressures have 
pushed designers, owners and 
crews beyond the limits of sanity, 
whereas traditional designs are 
altogether more seaworthy. This 
thesis has no merit. I concede 
that the extreme Vendée Globe 
boats show disturbingly high sta- 
bility, both static and dynamic, 
when they are turned upside 
down. This problem has been 
recognised and will be fixed. 
Since the day men first hoisted 
sails, boats and crews have been 
lost at sea. The great clipper ships, 
the evolutionary product of cen- 
turies of sailing, were lost in large 
numbers in the same infamous 
southern oceans where the 
Vendée boats came to such grief. 


Any boat under about 100 feet 


can be capsized in severe condi- 
tions if it meets the right wave. 
And over the past two decades, 
more sailors have rounded Cape 
Hom than in the 80 previous 
years; they have done so in 
increasingly light boats, includ- 
ing catamarans and trimarans, 
with very little loss of life. 

The sailors of yore—in the 
days when cNN did not exist to 
broadcast their fate, and when 
The Economist was too busy cov- 
ering the empire—died unno- 
ticed. The issue is largely one of 
public perception and the role of 


media in shaping it. 
Baie d'Urfé, 
Quebec Git MERCIER 


Sir—I write as a member of the 


design team that was responsible. 
for Grimalkin, which you criti- » 


cise. To compare a Bristol Chan- 





- nel pilot cutter with a Vendée 


Globe competitor is like compar- 
ing a Morris Minor with a For- 
mula One car. No one ever said a : 
modern racing machine has to. 
be either comfortable or easy to 
handle. Statistics would proba- 
bly show that an old Morris 
Minor ts safer than, say, a mod- 
ern Porsche, but buyers still pre- 
fer to accept the risk of a more 
exciting drive, relying on their 
own competence for their safety. 
The vast majority of yachting 
casualties are due to bad han- 
dling or a skippers bad judg- 
ment. True, a slow, traditional 
boat such as a pilot cutter will 
look after its crew whatever mis- 
takes they make. But most sailors 
prefer the exhilaration ofa lively 
yacht, and they use their skill to’ 
avoid coming to any harm. 
Thousands of people enjoy 
their time afloat in modern 
yachts. Recreational yachts are 
seldom in conditions where the 
point of vanishing stability is 
likely to be relevant. Surely the 
most dangerous part of the voy- 
age is the drive to the marina. 
Le Cannet, BUTCH 
France DALRYMPLE-SMITH 


T mÓM—À MM" 


Sik—You cite the 1889 Bristol 
pilot cutter Dyarchy as a 
paragon of speed and seakindli- 


ness. My late father, Laurent. 


Giles, was commissioned i in 1937 
to design a more modern inter- 
pretation ofthose principles, in a 
new Dyarchy. With lighter dis- 


placement and a cut-away fore- 


foot, she was superior to the old 
boat in performance. 

Only a few years after 
Dyarchy, my father designed 
perhaps the most revolutionary 
light-displacement ocean-racing 
yacht of all time, Myth of Mal- 
ham. She won two Fastnets and 
was still in the British Admiral’s 
Cup team as late as 1961. 

As one who had fun sailing 
both of these extraordinary 
yachts, | would think that, given 
the most likely extreme condi- 
tions of danger for family cruis- 
ing (clawing to windward off a 
lee-shore in high wind and sea, 
without engine), Myth would 
have been my choice. In a less 


likely situation for the average 


yachtsman, that of riding out a 
huge storm at sea, I do not doubt. 
that Dyarchy would be the more 
comfortable and seakindly. | 

London David > GILES 
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_. government departments. Successful applicants will have real | * Es llent oral, written and ponen skills — 
i id | TM PEUT " | @ ahi eveloped sense.of humour, and desirably 
_ Opportunities to grow with the company and, for those with appropriate | a highly develop d ME of hi DUN, a dd rably 
E RN * competence in Spanish, Russian and/or French language 












business acumen, to reach director level. The positions will involve | | 





extensive overseas travel, much hard work and a lor of fun. — Independent consultants may also wish to register availability - 


STAMP]?LC 
London - Washington - Bishkek 


Applications enclosing a detailed CV. describing how you meet our requirements and stating which practice areas most interest vou, should be sent to: 


Maxwell Stamp PLC (Ref MKWK), 2 Hat and Mitre Court, St John Street, London EC IM 4EL Fax 0171 251.0140. 






























ECONOMIC AND FINANCIA 






L CONSULTING. 
Barents Group (Europe) is an international consulting group and leading provider of financial 
NGL MU and economic advisory services in emerging markets. Our Policy Economics and Corporate Ser- 
Hb on: ad . . .  ; vices Practices offer a broad range of economic, financial, and strategic advisory services to gov- 

GROUP EUROPE —- ——- emments and corporate clients world-wide. Owing to the rapid growth of our business in Central 
l and Eastern Europe, the NIS, and the Mediterranean region, we are currently Mpir Senior and. 

a limited number of Junior Consultants to fill positions in both practice areas as follows: <= ` 


















| POLICY ECONOMICS PRACTICE | CORPORATE SERVICES PRACTICE 
¢ Public Economics (Code: ECOPE) -= = | ¢ Privatisation (Code: CSPRI)  . oco : 
. Tax Policy; VAT, Excise, Income, Property and Other Taxes; Fiscal Privatisation Strategy, Policy Design, Privatisation Execution, 
Policy; Fiscal Federalism; Tax Legislation : Post-Privatisation Advisory Services. — — | 
+ e Po iar (Code: ECOTA) . | * Enterprise Restructuring (Code: CSRES)— — 
—. VAT, Excise, Income Tax, Property Tax, Customs Administration, a NN d rdi AA 
-© Training, Organisation and Management, Tax Computerisation * Valuations & Capital Sourcing (Code: CAV AL) 
` $ Public Sector Management (Code: ECOPM) E eee cdi colega Piode CORRE 
sed Veg ae dii ocu and MIB, enuy * Investment and Trade Promotion (Code: CSITP) | 
rations, ie Debt, Personnel Management, Public Administra- AW VE COE ee Me 
tion, Municipal Management, Computerisation, Public Law $ Acquisitions/Market Entry Strategies (Code: CSSTR) 
+ Macroeconomics (Code: ECOMA) — | * Project Management (Code: CSPRM) 
Monetary Policy, Structural Adjustment, International Trade and * Utilities/Energy Privatisation (Code: CSUE) - 
Finance, Development Economies, Privatisation Strategy nee ar HEP et ce e et Eu NEC: 
nae "hot C MN CM ok ne d | Individuals with European Union, Central and Eastern European, NIS, < 
+ Economic Modelling (Code: ECOMO) mo m and Mediterranean experience are especially encouraged to apply. Assign- — 
Macro Modelling, Econometrics, CGE Modelling, Microsimulation ments may be short- or long-term. Please include your preference. Remu- _ 
| Modelling, Economic Impact Analysis 7 | neration is highly competitive and based on experience. | M 

:¢ Industrial Economics and. Microeconomics (Code: ECOIE) Mail your CV to: 

-. Industrial Policy, Competition Policy, Regulatory Economics, | — - Barents Group (Europe) m. 
Telecommunications, Export and Investment Promotion, Applied Policy Economics Practice or Corporate Services Practice . - 
Microeconomics, Legal Aspects of Industrial Policy Human Resources Department : 

* Regional Economics (Code: ECORE) | __. 5th Floor, 15 Whitehall 
Regional Policy and Management, Urban Economics . London SW1A 2DD, United Kingdom | 
* Social Protection and Health (Code: ECOSP) (Please indicate clearly the specific reference code ` 
. . Social Security, Pensions, Unemployment Compensation, . and your nationality), — ^. 
ai Health Policy and Insurance | | : l l 
























TEST-BAN TREATY ORGANIZATION 


The Preparatory Commission for the € omprehensive Nucleár-Test-Ban Treaty with its iad in 


-explosion or any other nuclear explosion. The Treaty provides for a. global verification regime, including a 
network of 121 stations worldwide, a communications system, an international data centre and on-site 
Anspections to moniter compliance. l ' at i 

We seek to recruit highly qualified candidates forthe following positions: 









POST: Chief, External Relations Section 
GRADE: P-S 

VACANCY ANNOUNCEMENT NO: VÀ178-T- 1997 
DEADLINE: t3 February 1998 
REPORTING DATE: As soon as possible 


“DUTIES AND RESPONSIBILITIES: 














] formulation of and implement the CTBTO Preparatory Commission's external relations. policies and 
activities; be responsible for the CTBTO Preparatory Commission's general liaison with States Signatories 
4nd non-signatories, intergovernmental and non-governmental organizations and the scientific community; 
‘provide advice on external relations matters related to negotiations on verification arrangements and 
Confidence building measures. 











QUALIFICATIONS: 


or a related field; at least 10 years working experience in a bilateral or multilateral setting, preferably with 
experience in activities related to external relations; fluency in English and a good knowledge of at least 
- one other of the official languages of the CTBTO Preparatory Commission: excellent communication skills 
an English essential. 


| REMUNERATION/CONTRACT : 



































































variable element for post adjustment) from US$ 79,443.- (without dependants) and USS 85,648.- (with 
dependants), subject to deductions of contributions to the CTHTO Provident. Fund and Health Insurance 
] Scheme. Additional benefits include, when applicable, dependency allowance, education grant for children, 
"rental subsidy, six weeks vacation per year, home leave travel every two years, Initial contract for fixed- 
term of three years. : 


POST: External Relations Officer 
GRADE: l P.4 

VACANCY ANNOUNCEMENT NO: — VA180-2-1997 
DEADLINE: 13 February 1998 
REPORTING DATE: As soon as possible 


DUTIES AND RESPONSIBILITI ES: 


ider the supervision of the Chief, External Eelations Section to: liaise. with States Signatories, non- 
"signatories and international non-governmental organizations as well as the scientific community; 
 contribate to. and participate. in intemational conferences and meetings related to the CTBTO Preparatory 
| Carrimission. activities including contact with delegates te such meetings; prepare papers and reports in 
relation to the work of the Section and any related correspondence necessary. 





F QUALIFICATIONS: 


Advanced university degree i in internationai. relations, political science, or public or business administration 
or à related field; at least seven years working experience in a bilateral or multilateral setting, preferably 
T with experience in activities related to external relations; fluency in English and'a good. knowledge of àt 
T leust ong other of the official languages af the CTBTO Preparatory Commission; excellent communication 
j skills m English essential, 


REMUNERATION/CON' TRAC F: 


Depending on professional background. and experience, indicative annual net base salary ( inclusive of a 
| variable element for post adjustment) frem 05$ 67,323. (without dependants) and US$ 72,339... (with 
| dependants}, subject to deductions of contributions to the CTBTO Provident Fund and Health Insurance 
— | Scheme. Additional benefits include, when applizable, dependency allowance, education grant for children, 

] rental subsidy, stx weeks vacation per year, home leave travel every two yale: Initial contract for fixed- 
—Oj term of three years. 


POST: External Relations Officer 
GRADE: P-3 

VACANCY ANNOUNCEMENT Nih VAT82-5-1997 
DEADLINE: 13 February 1998 


REPORTING DATE: 


DUTIES AND RESPONSIBILITIES: 


Under the supervision of the Chief, Externa! Relations Section to: provide assistance to ofher Officers 
liaising with States Signatories, non-signato ies: and. international non-governmental organizations as well 
as the scientific community; participate dn. international conferences and meetings of the Preparatory 


As soon as possible 





papers and reports in relation to the work. of the Section and any related correspondence necessary. 


QUALIFICATIONS: 


[related field; at least five years working experience in a bilateral or multi-lateral setting preferably with 
Y experience in activities related to external relations; fluency in English and a good knowledge of at least 


English essential, 


REMUNERATI ON/CONTRACT: 


Depending on p ésxiandl background: and experience, indicative annual net base salary (inclusive of a 

rable element for: “post adjustment) fram US$. $6,667. (without dependants) and US$ 60,743.- (with 
dependants), subject to deductions ntributions to the CTBTO Provident Fund and Health Insurance 
cheme. Additional benefits inchidé, w whet: applicable, dependency allowance, education grant for children, 
rental subsidy, SIX weeks: vacation pere yeu oie leave travel every two years. Imtial contract for fixed- 
temm. id three yeum E CIS E C 













Fori more information, sve the CTBTO. Preparatory Commission's s home page: http.//wwsw,ctbto.org. When 
applying, please quote the number of thé vacancy announcement and complete the CTBTO Preparatory 
Commission's Personal History Form, which is obtainable from the home page. H the form is not available, 
send a detailed curriculum vitae, including iafermation on date of birth, nationality, employment history 


| EOR10, PO. Box 1200, A-1400 Vienna, Tei: (43.1) 21345 6210 Fax: (43,1) 21345 3897 
E-mail: ctbto_personnelk@etbto.org Home page: hrtp/www.ctbto.org 


Correspondence will be undertaken only with candidates who are being considered sericusty. 









“Vienna is the international organization setting. up the global verification system foreseen under the]. 
Comprebensive Nuclear-Test-Ban Treaty (CTBT, which is the Treaty banning any nuclear weapon test |. 






| Under the overall supervision of the Direcsor; Legal and External Relations Division to: contribute to the | 


; Advariced university degree in international relations, political science, or public or business administration i 


. “Depending. on professional background and experience, indicative annual net base salary (inclusive of a f 











Commission inchiding contact with delegates tosuch meetings, provide research data and other inputs into | 


; University degreg in international relations, pelitical science, or public or business administration or a, 


dne other of the official PUN of the CTBTO Preparatory Commission; excellent commuünication skills - 


and references. to CTBTO Preparatory Commission; Personnel Section, Vienna international Ceritre, Room . 













PREPARATORY COMMISSION FOR _ 
THE COMPREHENSIVE NUCLEAR- 
| TEST-BAN TREATY ORGANIZATION 


The Preparatory Commission for the Comprehensive Nuclcar- Test-Ban Treaty with its Headquarters in 
Vienna is the international organization setting up the global verification system foreseen under the 
] Comprehensive Nuclear-Test-Ban Treaty (CTBT), which is the Treaty banning any nuclear weapon test | 
] explosion or any other nuclear explosion. The Treaty provides for a global verification regime, including a | 
f network of 321 stations worklwide, a communications system, an intemational data centre and on-site 
inspections to monitor compliance. 


$ We seek to recruit a highly qualified candidate for the following position: 






















POST: Personnel Officer 
GRADE: P-4 






VACANCY ANNOUNCEMENT NO: VA160-3-1997 
DEADLINE: 13 February 1998 


REPORTING DATE: 

| DUTIES AND RESPONSIBILITIES: 
Under the supervision of the Chief, Personnel Services Section to: be responsible for the recruitment of 
staff in all categories, fixed-term, short-term. and outside expertise contracts including evaluation of 
applications, interviewing candidates, preparation and circulation of vacancy announcements, reviewing 
assessments of candidates and formulating priority lists for the selection of candidates and making salary 
recommendations; examine and clear offers of appointment and coordinate the completion of all necessary 
procedures leading to the appointment of à staff member including references and medical examination; 
make recommendations on the reassignment of staff within the Secretariat: prepare policy papers on 
personnel issues. 













A8 soon as possible 

































QUALIFICATIONS: 


Advanced university degree or equivalent in business or public administration or a related field; at least 
seven years of experience in the field of personnel management preferably including three years in an 
international organization; fluency in English and a good knowledge of at least one other of the official F 
languages of the CFHTO Preparatory Commission; excellent communication skills in English essential. 






















REMUNERATION/CONTRACT: 
Depending on professional background and experience, indicative annual net base salary (inclusive of a $- 
variable clement for post adjustment) from US$ 67,323. (without dependants) and USS 72,339.- (with . 
dependants), subject to deductions of contributions to the CTBTO Provident Fund and Health Insurance 
Scheme, Additional benefits include, when applicable, dependency allowance, education grant for 
children, rental subsidy, six weeks vacation per year, home leave travel every two years. Initial contract for 
fixcd-term of three years, 

For more information, see the CTBTO Preparatory Commission's home page: http//www.ctbto.org. When 
applying. please quote the number of the vacancy announcement and complete the CTBTO Preparatory 
Commission's Personal History Form, which is obtainable from the home page. Hf the form is not 1 
available, send a detailed curriculum vitac, including information on date of birth, nationality, employment 
history and references, to CTBTO Preparatory Commission, Personnel Section, Vienna International 
Centre, Room E0810, RO. Box 1200, A-1400. Vienna. Tel: (43.1) 21345 6210 Fax: (43.1) 21345 5897 
E-mail: ctbto_personneli@ctbto.org Home page: http//www, ctbto.org 


Correspondence will be undertaken only with candidates who.are being considered seriously. 
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UNITED NATIONS HIGH COMMISSIONER FOR 
REFUGEES (UNHCR) GENEVA, SWITZERLAND 


The United Nations High Commissioner for Refugees (UNHCR), with 
Headquarters in Geneva and offices throughout the world, seeks an 
experienced Head of Section, for its Information and Communications 
Setvices Section (ICSS), Financial and Information Services in Geneva. 


Reporting directly to the Controller and Director of Financial and 
Information Services, the Head of Section, ICSS, will be responsible for 
managing the Information and Communication Systems Section 
and identifying, planning, organising, developing. implementing and 
supporting the organisation’s computerised information and 
communications systems, 


QUALIFICATIONS: Advanced university degree in Statistics, 
Economics, Mathematics, Computer Science or other appropriate 
discipline. Candidates should be knowledgeable in all aspects of 
management, development and implementation of computer and 
telecommunications based systems, and extensive experience of 
administration and operations in large international and commercial 
organisations. A high degree of specialisation is required. Fluency in 
English is essential with a very good knowledge of French desirable. 


BENEFITS: UNHCR offers competitive international salaries, benefits 
and allowances, for example: Assignment Allowance, Dependency 
Allowance, Education Grant, Cost-of-Living Adjustment. 


APPLICATIONS: Full curriculum vitae, including salary history, 
nationality and references, should be sent to: Vacancy Management Unit 
(ref: GP), UNHCR, case postale 2500, 1211 Geneva 2 Depot, Switzerland, 
Fax No. (*41 22) 739-7322. Applications should be received by 27 
February 1998. 


UNHCR encourages qualified women to apply. The UNHCR Headquarters | 
in Geneva is a smoke-free environment. Because of the number of 
applications expected, acknowledgments will only be sent to short-listed 
candidates under serious. consideration. 












. COLORADO SCHOOL OF MINES 
DIVISION OF ECONOMICS AND BUSINESS 
DIVISION DIRECTOR, 
: ECONOMICS AND BUSINESS 
“The Division of Economies. ad Business invites applications and nominations for the 


“tenured academic faculty position of Division Director. The Director should have a 
omman to palin y : d. iesu scholarly Saree in | the economics amo 






































m pial newly: Tastituted. ended n program in 
i m Masters and Ph. D. programs in mineral 





E a with = 
Po business. strategy. an 






nd a joint. (eiim masters. degree program in 
l nd Management with the French Institute ‘of Petroleum. The 
Division has 170 students and H: faculty. 


"The Division. Director. has overall supervisory and diiit! responsibilities for the 
nfe Division, represents the Division both within the. School and Externally, promotes 
| scholarship and extramural funding consistent with. the overall mission of the Division 
-[ and the School, teaches at both the graduate and undergraduate level. and advises 
oD graduate theses. 


“Applicants must possess a doctorate or equivalent. It is desirable that the applicant have 
academic experience, good interpersonal, administrative and communication skills, the 
"ability to work and develop a consensus within a diverse faculty, a distinguished 
cholarly research record, a global perspeetive and the vision to take the Division into the 
‘next century. 


"The Colorado School of Mines is a small high. dns university of engineering, applied 
~fescience and economics with a special focus on non-renewable natural resources. It is 
| dedicated to providing the highest quality education, research, and outreach in the 
| discovery, production, and utilization of these resources and attracts students and faculty 
from around the globe. 


‘Salary is commensurate with qualifications. For first consideration a letter of intent, 
¿F names and phone numbers of 5 professional references (please note: references will not 
' J.be contacted unless you are one of the finalists for this position), a curriculum vitae and a 
“|: statement of administrative style and philosophy should be received by March 1, 1998. 
* 1 Application packets should be sent to: 
i Colorado School of Mines, Office of Human Resources, 

Division Director, Economics and Business, Search #97-111010, 

pos Illinois Street, Golden, CO 80401-1887. 

ux a Fax (303) 273-3278 Jgarber@Mines.edu 
referred starting date Fall 1998. 
CSM (hitp:¢Avww.mines.eduy is an EEO/AA employer. 
Women and minorities are encouraged to apply. 












































| Opportunities in Banking and Micro-Finance 



















Development Alternatives, Inc. (DAT) is an internationally TT leader. 

n-providing consulting and training services to financial institutions in 

emerging economics. We are currently adding to our roster of qualified 

.] candidates to work with our staff to establish commercial micro-finance 

«| institutions in Eastern and Southern Africa. Successful candidates will work . 
“with DAI to develop and implement efficient commercial systems and 

j jcedures, develop local capacity to deliver sustainable financial services to: 
“small and rural clients, and ensure that bank systems and skills continue | 
| to grow and develop into the future. Ideal candidates will possess the 
following qualifications: 














$ es Experience in commercial banking, including rural and micro-finance, 
. . eredit analysis and loan origination, branch networks and operations, 
information systems, audit and control, and management; 


. "Strong capacity-building orientation, to ensure the effective transfer of 
knowledge and skills; 







s Prior experience working with faaea institutions, preferably in 
© ` Africa; and 














 Fluent English language skills; knowledge of KiSwahili highly 
advantageous. 


ok A a part of this exciting and challenging initiative, please send a full 















“Shirley Leoncini 
| FBE98-0! 

| Development Alternatives, Inc. 

|. 7250 Woodmont Avenue, Suite 200 
Bethesda, MD 20814 

email: shirley leoncini@dai.com 
fax: 301-718-7968 - 









. Requirements: 


of regulatory aspects ofthe water sector; and c) project financing o 
. non-recourse basis and/or management concessions in the water an 


| advantage. Experience: Solid background in applied economics. A 







W y the ads regional multilateral development institutio ; 







Financial Specialist/Institutional Expert - 
Water and Sanitation Sector — . 





























Principal Functions: Create innovative financial predicts: an 
mechanisms, particularly those involving private sector participation, 
to ensure the financia. and institutional sustainability of Bank 
projects. Develop project concepts and sector reform measure 
which would lead to modern and efficient water sector structur 
regulation and operatien. Prepare projects and provide technical 
expertise to country counterparts. : 




























Education: Master's in Finance, Busines 
Administration, or Economics. Experience: Minimum. of 10 year 
including international experience in a) financial and institutiona 
analysis of water and sanitation service. organizations; b) knowledg 


sanitation sector. Languages: Proficiency in Spanish and En 
Interested applicants should send cover letter and. resume 
duplicate), by February 28, 1998, including salary history, to: dt 
American Development Bank Stop E0507 GV-WATER-TE; 1 
New York Avenue, NW; Washington, DC 20577 USA; or: FA) 
oe 623-3014. 














Principal Functions: Provide ees and high level of technica Š 
expertise in development, ‘evaluation, processing, negotiation and. 
administration of investment projects, programs and sector loans, 

and related technical cocperation in infrastructure sectors including: | 
public investment projects, privatization, long-term financing. 

facilities for private sector, and project finance; b) coordinate and/or 
carry out the institutional, economic and- financial analyses of 
projects; c) perform activities related to the promotion of private: 
participation in infrastructure sectors such as: developing sectoral: 
strategies for utility privatization; establishing suitable regulatory | 
and policy framework for private sector participation; and 
mobilization of financial resources for private infrastructure projects 
via credit enhancing guarantee mechanisms; d) lead or participate in 
interdisciplinary working groups responsible for sector analysis and 

operational programming activities. | 




























Requirements: Education: Master's desires or advent in. 
Business, Economics or related field. (Ph. D. preferably) 
Postgraduate training in regulatory economics would be an 


minimum of 10 years of private and public sector experience related 
to: formulation and analysis of large investment projects at both the. 
national and international level; policy advice or formulation of. 
sectoral strategies for utility privatization, designing and establishing 
suitable regulatory and policy framework for private sector | 
participation in infrastructure sectors. At least four of those ten years | 
of experience should be in the development, evaluation and [ 
processing of programs and projects in the infrastructure sectors at | 
the international level. Languages: Proficiency in English and- f 
Spanish. /nterested applicants should send cover letter and resume: 
(in duplicate), by February 28, 1998, including salary history, to: 
Inter-American Development Bank Stop E0507 PV-SE-TE; 1300 : 
New York Avenue, NW; Washington, DC 20577 USA; | 
or FAX (202) 623-3014. 


As a reflection of its commitment to its borrowing mem 
countries, the Bank may require staff to accept assignments in bo 
country offices and headquarters. Only applications which | 
match the requirements of the position will be acknowledge 
IDB encourges gender suuahiy i in its hiring. penes 





























‘UKRAINE 
| The International Renaissance Foundation (IRF) is the largest foundation 
operating in Ukraine. An autonomous member of the Soros Foundations 
Network, founded and financed by George Soros, IRF provides over 
US$10 million annually in grants and operating funds for the promotion of 
open society in Ukraine. Major areas of support include: educational 


| reform, publishing, economic development, culture, public affairs and 
civil society development. Other program areas are being explored.. 






As Executive Director you will lead a large team of talented program staff, 
branch directors and administrative personnel. You will operate from the 
head office in Kyiv and supervise the activities of six regional offices 
across Ukraine. You will report to the IRF Executive Board and work 
closely with staff at the Open Society Institute (OSI) New York and 
Budapest. 


Your qualifications will include: 
m dedication to the principles. of open society and the 
goals of the IRF .. 
proven managerial experience 
fluency in Ukrainian and English 
willingness to travel extensively 



























should be sent by post, fax or e-mail (MS Word readable) in Ukrainian or 
English (preferably both) by Monday, February 16 to the following 
| 5 address. All applications will be treated in strict confidence. 


IRF Search Committee 
c/o MzCormick 

Open Society Institute 
OktSber 6 u. 12, 
Budapest, 1051 HUNGARY 
Fax: (36101) 327-3121 
e-mail: smccormick@osi.hu 


EXECUTIVE DIRECTOR 
Albania Education Development Project 


E _ and local education specialists in alternative teaching and learning methodologies. 
| 20,000 Albanians. 


| governed by a Board of Directors. - 


program development and community-based initiatives. 


Management Consultant (expatriate), and a Financial Director (Albanian). 


QU ALIFICATIONS: 


practical experience with education systems of Europe and NIS countries. 


vo SURETY isory staff'in a cross-cultural setting and working with a Board of Directors. 












- programs), administrative management, fund-raising and donor development. 
* Work and residential expetience in developing countries is desirable. 
,* Experience in rehabilitation and recenstruction programs is an advantage. 
|o Must be fümiliar with funding procedures of major donors. 
+ Willingness to travel frequently within Albania. 

^ Fluency in English. necessary; fluency i in Albanian an advantage: in French or ftatian helpful, 
] interested individuals should send n detailed CV and references, to: 

| The Open Society Institute — 
Attn: Kathieen Sullivan 400 West 59th Street New York, NY 10019 
Fax: 212-548-4679 Email: ksullivan@ @sorosay.org 

| Applications must be received not later than February 6, 1998... 
Interviews will be held shortly Mibi 






Salary and benefits will be highly competitive, based on qualifications and | 
employment history. A two-page cover letter, outlining your interest in the | 
work of promoting open society and vour qualifications to be Executive | 
Director of this foundation, should accompany your CV. Applications | 





. BACKGROUND: The Albania Education Development Project ( AEDP) is a major initiative of 
the Open Society Foundation- Albania, Started in 1994, AEDP identified the rehabilitation of 
| Albania's decrepit and vandalized schools as a potential catalyst for developing open society, H 
| then organized: à transparent selection of schools to be repaired or reconstructed; operi tendering 

-of contracts for the country’s nascent developing private construction industry; communities in 
the maintenance and governance of their schools: and programs to train teachers, school directors 


j itis estimated that AEDP-financed activities and supply contracts bring employment to more than 


in 1998, with an executive T on board, the AEDP will be set up as an independent NGO 


T RESPONSIBILIT IES: The Executive Director, reporting to the Board of Directors, will oversee | 
the work of the AEDP in Tirana, Albania. managing resources projected in 1998 of some USS 10 
million, total staff of about 70, and a program encompassing school reconstruction, education 


He/She supervises a Deputy Director (Albanian), first line managers and supervisory staff which 
curreatly include: two Education Program Managers (Albanian), Community Development 
Program Director (Albanian), Construction Director (expatriate), an Administrative Services 


* The incumbent must have an advanced degree in education with ten years of experience in 
classroom teaching, educational managemen and/or policy. Comparative understanding and 


* Proven program. managentent abilities and experience with maraging managerial and 


Skills in-strategic planning, program development (both grants-based and operational 






|| The Hansard Society for 
Parliamentary Government 


DIRE CTOR 
Salary £30K negotiable 












LAMB 
PK dau oe 


NE 
“Guy $ 

















The Hansard Society is an all-party foundation which 
| promotes parliamentary government and democracy. It 
has active education, research, publishing and training 
programmes. It now seeks a successor to its current 
Director, who retires in June. 



































































The Director is responsible to the Council of the Society 
for developing its strategy and programmes, and for 

|| income generation and overall management. The 

| successful candidate will have a thorough understanding 
of the workings of parliamentary government and 
excellent communication skills, plus experience of 

| fundraising and of staff and financial management. In 

| principle this is a full-time appointment, but there could 
be some flexibility. 













- For further information please telephone 0171 317 7177. 
The closing date for applications is 
Monday, 16 February 1998. 


The Hansard Society for Parliamentary Government 
St Philips Building North, Sheffield Street, 
London WC2A 2E X 


Registered Charity No 208172 







































pn"—————————— Qd tmi Tree nnum nre n tr i rnt rure 


Country Director 


Burundi 


A visionary, inspirational leader with exceptional. 
communication skills, you will lead and manage our. 
Burundi programme developing and implementing our - 
innovative initiatives which promote peace and ! 
reconciliation within the country. A minimum of 5 years’. 
senior management experience in the development sector ': 
will be coupled with outstanding negotiating skills along | 
with the ability to lead professional and highly committed . 
teams. Sensitive and astute, you will have proven strategic 
planning and organisational abilities, coupled with an 3 
analytical, financially adept approach. 


The ability to build strategic alliances with local i NGOs and. : 
other organisations and influence Government at all levels, _ 
together with French will be essential. An understanding of 
the political, social and economic environment of Burundi 
. and the Great Lakes region would be particularly useful. 
Salary in the region of £25,709 - £26,748 with full 
international terms and conditions of service, if the 
appointment involves expatriation. 


Written applications, with a CV, should be forwarded 
to Ms Akila Kassam, ActionAid, Macdonald Road, 
London N19 5PG, UK. Applications may also be faxed 
to (London) + 44 171 263 7613 or e-mailed to | 
akilak@actionaid.org.uk. | 
Closing date: 21 February 1998. Please note only : 
shortlisted applicants will be contacted. E 


For further information about ActionAid poner visit our wes. 
site: www.oneworid. org/actioneld, | : 


ay no. 274487 



















The United Nations Office for Project Services (UNOPS) is seeking to fili a number 
of short- and longer-term pasitions for the implementation of a far-reaching: 
modernization programme for the Social Security Fund (SSF) of a North African 
country, The programme, which has a duration of five years, concentrates on the: 
modernization of the structures and administration of the Social Security (pension) - 
system, Social Care (welfare) s«stem, and the management of the Funds investments. 
its main elements include: 






INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT 


Via del Seratic: 107. 00142 Rome, Italy - 
Fax No. 39 6 = 63. E: Mail e. cheng(ifad.org 
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* designing and implementng an approved, revised organizational structure.. 
and procedures {including administration, financial management, and: 
personnel procedures) | po 9 

* preparing and monitoring business plans t 
+ automating the SSF's activities i including an inter nal communications plan. and 
an MIS 

.* redefining the audit unit to be consistent with modem management requirements: 

* redefining the investment unt to improve profitability and reduce costs. 
training staff at every level of the apanizaon 






TECHNICAL ADVISER | IRRIGATION AND. RURAL . INFRASTRUCTURE) 













Duties and Responsibilities: Provide technical experiiee in the 
d form of guidance, analysis and evaluation of irrigation development, 
|. including water harvesting, soil conservation, and rural infrastructure 
aspects of the IFAD-financed Sour development projects. 








































The following positions are available. interested candidatas must have proven ability Li 


. Qualifications and Experience: Advanced university degree in transfer skills to national counterparts. 


"irrigation and Water Management with good. exposure. to Civil 
"Engineering and related fields. Ten to fifteen years' experience- including 
| relevant field work in developing countries-some of which preferably 
| with international financial institutions. Good communication skills, 
|. ability to work as member of a team. Good command of English, svong 
| ^ working knowledge of Spanish, French or Arabic. à 













Chief Technical Advisor (CTA]. Under the Sieti supervisio on of UNOPS and in cise 
collaboration with the Board of Directors. of thé SSF, the CTA will be responsible for 
leading a team of international experts and counterparts in the design and 
implamentation of the. programme outlined above. He/she will also assist the Board of 
Directors in developing a strategit vision for the. SSF. 
. Qualifications: advanced degree in Management. or Economics and at least 15 years: 

. experience in socíal security or related fi elds; demonstrated qualities of (eadership and. 

| management skills in multi-cultural environments. 

















j The position wil! be at the P5 level (gross salary range from USD82,758 
{e to USD104 237 per annum, pue post ere 











Computerization Expert. Under the direct supervision of the CTA and in close — 
collaboration with the SSF, heshe will identify the computerization and equipment . : 
needs of the SSF and: prepar detailed specifications: develop an automation master | 
plan; design-a modern compu erized system and implement its roll out into all of the ` 
SSF's offices. and institutions, identity and assist in the development and delivery of. 
staff training. i 
Qualifications; advanced deg i in Computer Sciences and at least 15 years of | 
relevant experience in social security or related field. 










Please send 2 copies oft: detailed curriculum vitae in. English to. 
Personnel Division. | 
Deadline for applications: 24 9i February 1998. 









Applications from women candidates. are BE intoraped 


Training Expert. Under the direct supervision of the CTA, he/she will conduct a training f- 
heeds analysis for the SSF: develop and implement a training plan for the SSF: lead a f 
tea of counterpart staff in the design of training packages for the SSF's activities. 
Qualifications: relevant degree and at least 15 years of adult training experience. 


Actuarial Consultant (3 months). Under the direct supervision of the CTA, he/she will. 
conduct an actuarial analysis. Jor the SSF and contribute to the design of the ^ 
automation plan. : 
Qualifications: relevant degree and at least 15 years: i actuarial experience in social x 
security or related fields. l 
































320 East 43rd Street 
New York, NY 10017 


The Ford Foundation is seeking to fill the following position: #160- 
| Program Officer, Community and Resource Development, Cairo 
| Field Office: Under the direction of the Reps sin Cairo, the 
F- Program Officer will be responsible for developing, managing and 
evaluating Foundation grants in community and resource development, 


B areas in Egypt and Palestine (the West Bank and Gaza). He/she will 
|| focus on new lines of work in Egypt: building capacity of community 

| development intermediaries and creating new ones; developing — 

{| community-based programs and public policies that provide greater 

‘A security to poor women and girls; assisting NGOs to be more effective 

“advocates for the poor; and promoting research on poverty, women's 

| employment, and agrarian relations. He/she will share responsibility with 
the Representative for programs supporting research, policy reform and 

| community development in Palestine. He/she will be responsible for 

| developing programs to assist region-wide organizations and activities 

B within the Middle East and North Africa region. He/she should contribute 
:H to the office's overall strategic direction for the region, and work within 

|p the Foundation-wide Community and Resource Development Program. 


| Qualifications: Relevant, substantive experience in the Middle East and 
1| "which may include an advanced. degree i in the social sciences or 

| humanities. Excellent written and verbal communication skills. Strong 
f interpersonal skills and ability to work in a collegial fashion. 


] I pp send a cover deter, resume and brief oe sample by 












Communications Consultant (4 months). in collaboration with the computerization i 
expert, the expert will lead a team of counterpart staff to assess the communications 
requirements. He/she will also design a communications orem: comp lete witk - 
specifications for hardware and software. 5 



















Legal Consultant (4 months). Undertake a review of the present legislation and 
identify possible areas where improved management systems could be introduced. - 
Qualifications; licensed lawyer with experience in legislátion and/or social security; .- 
knowledge of the Shari'a law. 











Time and Motion Studies Consultant (3 months). Provide training to counterpart d 
staff in the conduct of time and. motion studies, and develop training material and Cae ee 
reference manual. 1 












investment Consultant (3 months). Undertake an analysis of the present investment : 
portfolio and identify inefficiencies and deficiencies making relevant recommendations. £ 
Qualifications; knowledge of investment in developing countries. 














Audit Consultant (2 months). Review the audit function with the SSF and prepare a i 
report for the Board suggesting changes for modemizing the management practice. — è 
Qualifications: internationally recognized accounting designation (CA, CPA): ae 
of modern audit techniques. 














Duration: One year with possibility of renewal (uniess indicated otherwise} 
Languages: English required, Arabic an asset 
Additional skills: experience in end knowledge of the Arab region is highly desirable 











While we are especially seeking qualified individuals to fill these positions, firms and 
organizations are also invited to submit candidates for some, or all posts. l 









Applications must be received no ater than 10 February 1998 at the following addre 
United Nations Office for Project Services 
Division for WAASE 
220 East 42nd Street, 14th Floor 
New York, NY 10017 USA 
Fax: (212) 906-6501 
E-mait: denisew@unops.org - 













iking the right risks for your shareholders? 





Do you have too much capital? Or too little? 





-Could your cash flow be more stable? Should it? 








How can you improve your access to the capital markets? 


If you have confidence in your answers 
to these questions, stop reading this ad. 








Dur 


At Bankers Trust Risk Management Advisory, we p risk management 
| as more than a discipline to measure and mitigate " We Sen it m an 
enterprise -wide, decision-making framework to drive | Ls creation ot eal Ue. 
Banke rs Trust pioneered the concept of proactive risk | manage ment, Beute" 
provide this s kill and insigh t * our clien ts in all as pects of their business. 


Our approach and innovative solutions have resulted in Bankers Trust being 





| named Euromoney “Risk Advisor of the Year" two years running. To explore 


answers to the questions above, as well as others, we invite you to call 













E e n de n * T okyon * Kuala Lumpur >. $ yda ey 3; S New Yor 
44-171-982-3561. 81-3-3286-0145. 60-3-201-9277 — 51-2-9258-9173 ` 212-250-5952 


xporation and irs affitiated companies, Issued by Bankers Trust Company. Regulated by the SFA, 5 



















Pigged out 


The case for replacing knackered human organs with organs from the knacker’s 
yard is slowly getting stronger. But the case against is stronger still 


N INFINITE supply of organs would be a transplant sur- 
geon's dream. And some surgeons think they have found 
a way to make that dream come true: by husbanding pigs not 
for their chops but for their hearts, livers, lungs and even their 
neurons. This could instantly solve the vexing shortage of 
spare human parts—commodities that, in tribute to the sur- 
geons’ success, are in increasingly short supply. Yet, seductive 
though such a solution may be, it has a risk intrinsic to all 
seductions: the risk of disease. For such "xenotransplants" 
would be an open invitation for hitherto unknown animal 
diseases to transfer themselves to people. 

Transplant patients, of course, are already at risk from dis- 
eases. Organs from corpses are not always healthy, and the 
drugs that patients must take to prevent rejection oftheir new 
organs make them vulnerable to infections that those with 
robust immune systems do not usually get. But these illnesses 
are, at least, known human illnesses, and are unlikely to un- 
leash an epidemic in the general population. Animal diseases 
are not so predictable. Many viruses are harmless in their reg- 
ular hosts (and therefore difficult or impossible to detect) but 
devastating if they switch to a new one. And, while most intro- 
ductions of species—be they rabbits or viruses—to new envi- 
ronments fail, it only takes one success to decimate the local 
population of vegetables. Or people. 

Most of those interested in xenotransplantation are con- 
sidering pigs, rather than baboons or chimpanzees, because 
pigs are easier and cheaper to rear, and because harvesting 
pigs for organs is thought to pose fewer ethical difficulties. But 





many of them also harbour an erroneous belief that pigs, un- 
like primates, pose a small risk of passing infections to peo- 
ple. This belief rests on two (contradictory) pillars: first, that 
parasites adapted to pigs would have a hard time adapting to 
humans, and, second, that because pigs and people have 
lived together for so long, any parasites likely to switch have 
already done so. 

Neither argument is cause for comfort. Little is under- 
stood about how diseases swap between species, or the condi- 
tions that make it easy for them to do so. Besides, organ trans- 
plantation provides a new intimacy and longevity to the 
association. People and pigs already share numerous dis- 
eases—influenza is simply the most notorious—and the most 
recent evidence suggests that retroviruses (viruses that pigs 
carry harmlessly within their genes) suddenly become active 
and lively when put directly into human cells. Viruses of this 
kind (they are related to HIv, the virus that causes AIDS) are 
adept at evolving and adapting to new hosts. 

The science of xenotransplantation is still far from being 
effective, yet a number of small clinical trials are already un- 
der way. In America, guidelines are due to be finalised soon. 
As the science advances, the clamour to allow xeno- 
transplants will grow. Without them, some patients will cer- 
tainly die. But with Hrv and mad-cow disease both freshly 
arrived in the human population, to allow any further 
xenotransplants without a far clearer idea of the potential 
risks—and a strong, international system in place for moni- 
toring recipients—would be folly indeed. 





Saddam again 


The important job is to stop him making, and using, terrible weapons. The best 
hope of achieving that is through continued and effective inspections 


OME questions do not have good answers. One such is the 

question of what to do about Saddam Hussein. It comes 
round so frequently because the answers given on the previ- 
ous occasions have always proved unsatisfactory. In truth, it 
has no satisfactory answer. 

At the end of the Gulf war in 1991, Iraq agreed to let the 
United Nations sniff around until it was satisfied that it had 
found and destroyed all the Iraqis’ chemical and biological 
weapons and the wherewithal for making more, and nuclear 
weapons too. Then Iraq would be allowed to sell all the oil it 
wanted. Seven years later, under an intensely intrusive re- 
gime, the UN's inspectors have got rid of huge quantities of 
weapons and equipment. But they have been systematically 
harassed, and they know they have not found all that exist. 
Now Mr Hussein is making familiar objections about the in- 
spectors, saying he will kick them all out in six months' time 
and fight a jihad—a holy war—to have sanctions lifted. 
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No fair-minded person could doubt that Mr Hussein is 
more concerned about keeping his ability to make terrible 
weapons than he is to see his people healthy and prosperous. 
After all, by pursuing his secret programmes he has passed up 
oil sales of roughly $100 billion in the past seven years. He has 
long been ambitious, constantly making appeals beyond 
Iraq's borders to the Arab-in-the-street. He has also been ruth- 
less: two years before he invaded Kuwait, he was using poison 
gas against his own people. Since his defeat in the Gulf war, he 
has also been embittered. It is pretty plain that, given the 
chance, he will try to use his weapons, if not directly on an 
enemy, then indirectly to gain some objective by blackmail. 

So he must not be given the chance. If the only way to deny 
itto him is to bomb his weapons factories, his stockpiles and 
his presidential palaces, so be it. And if the UN Security Coun- 
cil cannot bring itself to authorise such bombing, then better 
that it should be done by the United States with as wide sup- 
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port as possible than by nebody. But the question of Saddam, 
remember, is the question with no good answers. One disad- 
vantage of the bombing option is the risk of civilian casual- 
ties, a risk in almost any military action but especially high 
where Mr Hussein, never loth to deploy the human shield, is 
involved. Then there is the prospect of a rift in the Security 
Council, where China, France and Russia, unpersuaded of 
the merits of air strikes and eager for commerce with Iraq, 
would almost certainly withhold their support. 


Shifting allies, shifting sands 

More serious, perhaps, would be the wider alienation of 
America in the Middle East. The Gulf-war alliance, which en- 
dured in defiance of the predictions of many doubters, no 
longer exists (see page 45). Arabs are dismayed by the near- 
collapse of the peace process and, not surprisingly, blame 
America for doing too little to get Israel to honour its obliga- 
tions. But even if the Americans were now to put pressure on 
Binyamin Netanyahu, the Israeli prime minister, who was 
(like Yasser Arafat) in Washington this week, any consequent 
goodwill would be swiftly dissipated by a bombing raid on 
Iraq. Mr Hussein is not much liked in the region, but he is 
feared more as a potential martyr than as a hobbled dictator. 
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Bombing might do some damage, probably short-lived, to 
Mr Hussein’s ability to wage war. It might conceivably en- 
courage some disaffected soldiers to stage a coup, though en- 
couragements (as well as disincentives) already exist in 
spades. It might—if, for instance, it repeatedly brought down 
the electricity grid—intensify popular discontent. The real 
trouble with bombing, though, is that it is likely to leave Mr 
Hussein in power, possibly strengthened, while doing little 
permanently to reduce his ability to make and use weapons 
of mass destruction. None of this should come as a surprise: 
bombing has been tried in the past, to little effect. Five weeks 
of continuous bombing during the Gulf war destroyed fewer 
weapons than the inspectors have since. Subsequent raids 
have loosened Mr Hussein’s grip not at all. 

It would be nice to see the back of Mr Hussein. It would be 
nice to see the UN’s authority upheld. But the really important 
aim in Iraq is to contain Mr Hussein’s weapons programme. 
If the Iraqis now prevent the UN inspectors from doing their 
work, then air strikes will be the only weapon, however inef- 
fective, left to those who wish to forestall the era of biological 
warfare. But if the inspectors can continue their work, theirs is 
the least unsatisfactory way of dealing with Saddam. So far, it 
has been much more effective than he would have liked. 





Wrong turn in Turkey 


Banning the Islamists will not help Turkey at home or abroad 


T. decision of Turkey's Constitutional Court, on the urg- 
ing of meddlesome generals, to ban the party which won 
the most recent general election and which, until last sum- 
mer, led a government coalition is foolish. It will do nothing 
to give stability to a politically unstable country. It will do 
nothing to make doubting Europeans believe that Turkey de- 
serves to join the European Union. And it will do nothing to 
make Turks less prone to back extreme Islamist ideas, at a 
time when Turkey should be behaving as a beacon of reason 
and enlightenment in a turbulent region (see page 51). 

To be sure, the Islamicaninded Welfare Party, led by Nec- 
mettin Erbakan, is not wholly blameless. The Turkish con- 
stitution, written seven decades ago by the founder of the 
modern nation, Kemal Ataturk, does indeed decree that the 
country must be governed along strictly secular lines; at- 
tempts to arrange otherwise are therefore deemed illegal. But 
Ataturk was not infallible. If Turkey wishes to be accepted as a 
full democracy, it will have to allow those who want more 
religion in the affairs of state to argue for it, so long as they do 
so peacefully and democratically—just as those who want 
Kurdish autonomy will have to be allowed to argue for that. 

Even by the law's narrowest interpretation, the case 
against Welfare was far from overwhelming. During its pe- 
riod in office, Welfare tried—and failed—to insist that women 
should be allowed to wear headscarves in public buildings. 
Some of its people cosied up to Iran. Before leading his party 
to electoral victory in 1995, Mr Erbakan talked of taking Tur- 
key out of NATO for an all-Islamic defence alliance. There was 
mention, too, of adopting Islam's sharia law. But no propos- 
als, either to change the basis ofthe law or to abandon NATO, 
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were put before parliament once Welfare took office. Several 
of the charges upheld by the court—which, for good measure, 
also banned Mr Erbakan and several of his colleagues from 
politics for five years—were mistier still. 

Turkey's secular-inclined generals, whose zeal would bet- 
ter be confined to military matters, hope that Islamic-in- 
clined voters will now switch their allegiance to more con- 
ventional parties, most of which have factions keen to woo 
the Islamic vote. Some Welfare voters, however, may be more 
disposed to contemplate underground, even violent, activity. 
At the 1995 election, the party managed to get just over a fifth 
of the vote. It won because the two main right-wing parties 
refused to team up. Since then Welfare, thanks partly to the 
belief that it is less corrupt than its opponents, may have 
gained popularity. The court may thus have disfranchised as 
much as a quarter of Turkey's voters. 


The double folly 


Two prospects loom, both undesirable. First, many religious- 
minded Turks will become still more resentful of their pur- 
portedly pro-western leaders, now apparently seeking to 
muzzle them. Second, because the ban is producing a chorus 
of European criticism, many secular-minded Turks are likely 
to retreat into even surlier resentment: they are already 
prickly about recent snubs from the European Union, which 
last month declared Turkey to be less qualified to join it than 
such countries as Slovakia and Bulgaria. For those in the Eu, 
especially the Germans, who doubt that Turkey will ever be 
eligible, the court's decision is grist to their mill. A pity. 
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dan V'áfbir with a White House intern— 
1 by itself advances the “character issue" 
well beyond the realms of ancient history in — 
Y. rkansas—but that MrClinton lied about the 
affair under oath and put pressure on the 
woman to do the same. These last charges, if 
proven, may be grounds for impeachment. At 
any rate, of all the charges he has faced up to 
now, these appear the most serious. 

.. As The Economist went to press, the gren dedii was firmly 
denying the allegations. The evidence to support them—not 
to mention the circumstances under which it was obtained— 
was cloudy (see page 33). But even if the storm blows over 
: quickly, this latest assault on the dignity of the office of the 
2 denti has come at a terrible time for Mr Clinton. 
|. Next week he delivers his state-of-the-union message. Well 
into his second term as president, Mr Clinton has yet to make 
an indelible mark as a political innovator, never mind as the 
‘visionary he claimed to be in 1992. This speech will be one of 
his last opportunities to set out a distinctive programme for 
“government while there is still time to put it into effect. Now, 
however, it looks certain to be overshadowed. To make mat- 
ters worse, one of Mr Clinton's principal themes was to have 
been an old favourite: the need for citizens to trust in govern- 
ment. Of course, trust in government as an institution need 
“have no very close connection with the personal integrity of 
political leaders—as some of America's most distinguished 

presidents have shown—but that offers Mr Clinton little com- 
fort. "Trust" is notan idea that will carry much weight for him 
until this latest scandal has gone away. 

-The irony is that a promise he made at the beginning of 
his presidency—to make the case for active and intelligent, 
albeit limited, government—had shown signs of coming 
good. How much of the credit belongs to Mr Clinton, rather 
than to luck and Alan Greenspan, is debatable. But the fact 
remains that things were going the president's way. Opinion 
polls have recently shown an improvement in "trust in gov- 
ernment”. Some influential Republicans, judging that out- 

right hostility to public spending is failing to win support, 
‘have been making speeches of a New Democrat kind, saying 
_that government is all right after all, as long as it is competent. 
And the strong economy, with its expanded flow of taxes, 
“seems likely to produce a budget surplus—yes, a surplus—for 
-the next few years (see pages 19-23). 

With all this coming together, the 1998 state-of-the-union 
ge was set fair tobea splendid opportunity for the Clin- 
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dl | nto n's temptations 








ton se tees The point is not that the pre 
ident has already kept his promise to resto 
trust in the ability of government to do good 
works—by no means—but that whathad on 
seemed a ridiculous boast looked wo: 
ing seriously after all: Now come: the 
charges, and such thoughts seem too c ( 
table. As a British prime. minister once E 
“A week isa long timein politics" — — 

Mind you, the convergence " econo! 
and political trends that was such good 
for Mr Clinton was something of a mi 
blessing for America. Remember that whi 
ever the truth about his sexual appetit 
when it comes to government, this preside 
is an amazingly hungry man. For years, deficits and Repub 
cans held him back. All of a sudden, he was surrounded | 
trays of gorgeous pudding. In recent weeks he had tied on the 
bib, spoon ready poised. He has already proposed, for his 
next budget, $22 billion for child care; a 35% rise in funding 
for AIDS treatment; $5 billion to address global warming; a 
worker-retraining plan, expansion of the Medicare health 
programme, a drive to hire 100,000 new teachers and repair 
school buildings, and extra money for civil-rights enforce. 
ment. More cake, Mr President? Hot fudge with that? — 

Many Republicans, watching grimly, thought they were 
seeing the rebirth of big government. Not so, the administra 
tion insisted. The proposals contain. no new mega-pro- 
grammes; they are incremental, mostly small, and many: 
(such as Medicare expansion) are meant to be self- financing 
No great cause for alarm, then:a taste here and there, no more. 
But temptation, in politics as in other things, doesn’t work 
like that. Once you start, nibbling j pen won't do. T 














The lure of the Pantheon 


With luck the new allegations will again help Mr Clinton 
stay virtuous. But they may do the opposite: perhaps he will 
hanker all the more for some grand diversionary gesture. His 
heroes, on whom he broods increasingly, are FDR and Wood- 
row Wilson, men of vision at home and abroad. If Mr Clinton | 
is to join this Pantheon, nurseries and what not are unlikely 
to serve. A big bold domestic initiative is his only hope. 

Even if Mr Clinton himself could resist temptation, his 
party is less inclined to; and the Democrats are not so much . 
in his grasp as they were. Since the failure of the fast-tra 
trade legislation last autumn, Mr Clinton has been made to 
understand that he owes his party a favour. If he want 
proceed with his precious globalisation projects, he- 
spend more money on Americans who have been “left 
hind". All things considered, if Mr Clinton can overcome 
latest setback, some time-worn policies will have to chai 

Very well, special investigators pem let MrC 





deme meet em imn mmn esent teria leases Rr rer mm ti ett 


i Japan is finally ready to spend public money on its sick financial 


system. It seems less inclined to fix the problems 


acknowledge that they have a problem on their hands. A 


and richest institutions, Japan's banks are in desperate straits. 

Ifthey honestly admitted the market value ofthe loans, shares 
and property they hold, many would be insolvent. The size of 
the hole staggers the i imagination. The latest official figure for 


may still be an underestimate, and the gap in life-insurance 
| € nies accounts speek be Y60 thin more. 


























will have sabia cites consequences. hs atin their 
hand forced by the failure of two big investment banks in 
November and by the i increasing reluctance ofthe credit mar- 
-kets to lend money to Japanese banks, are the politicians seri- 
ously pondering a way out. The government says it is ready to 
spend 3o trillion, or approaching $250 billion, to restore the 
banking system to health. - 
| . The banking crisis in Japan, far more than the economic 
collapses i in South Korea and South-East Asia, represents a 
serious threat to the world. It is badly retarding Japan's own 
growth. It hinders Japan's ability to buy the exports that other 
Asian countries must } pump out to recover from their own 
crises. And because no important financial institution else- 
where can avoid dealing with banks the size of those in Japan, 
Japan’s weak banks inevitably put the stability of the world 
financial system at risk. That the government is at least pre- 
pared to spend a quarter of a trillion dollars is a good sign. 
-But why spend so much money without fixing the problem? 
At present, the cures it is considering make leeches look good. 





= First, face the truth 


. Asalways in Japan, details about the government s intentions 
are scarce. But the ideas that have leaked into the Japanese 
press suggest that the government intends to obtain funds 
mainly by borrowing from the state-run postal savings sys- 
em, and to use them in two different ways. About ¥17 trillion 
would go, in some way or other, to pay off depositors in failed 
banks. The remainder, about ¥13 trillion, would buy pre- 
€ stock and subordinated debt in individual banks. This 
injection of capital would bolster the banks so that they can 
lend again, addressing the purported credit crunch on which 
many Japanese now blame a sluggish economy (see page 72). 
| While paying off depositors is unavoidable—the Japanese 

euet has long promised its citizens that all of their 
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yy Soci m Security (state pensions) system, 
~~ off when the baby boomers start to rette. Now that the presi- 


LOWLY, ever so slowly, Japan's politicians have come to 


decade after they came to inspire awe as the world's largest - 


the banking system's bad loans, Y77 trillion ($600 billion), 


. want to buy the assets, or the remains of the failed bank: 
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againstt ie day, not far 


dent has a surplus, why not use it to pay for the privatisation 
of pensions? It’s delicious, it’s good for you, and next morning: 
your conscience ts clear. 





bank deposits are insured—recapitalising the banks in this 


- way is precisely the wrong remedy for Japan's ills. It would 
not force the banks to write off and sell assets that have lost 


value. Portfolios would still be chock-a-block with loans that 
yield no interest and shares that cannot be sold because their 
sale would force banks to book a loss. This would leave inves- 
tors, depositors and foreign banks with only the most opaque 
view of any institution's true health—no minor issue given 
that, for all of their troubles, 127 out of 146 banks contrived to 
avoid reporting net losses in the most recent fiscal year. 

Recapitalisation will also interfere with the long-overdue 
shrinkage of the financial system. Japan lags well behind 
America and Europe in restructuring its banking sector. De- 
spite miserable performance—from 1987 through 1996, while 
America's biggest banks earned an average 8.4% return on eq- 
uity, Japan's earned an average of 1.8%—only a handful of 
banks have merged or gone out of business. The survival of so 
many, thanks lately to generous loans from the Bank of Japan, 
has made it hard for the better ones to earn a decent profit. 
The onset of financial deregulation will only add to these 
competitive pressures, The government needs to allow weak 
institutions to fail rather than helping them limp along. Only 
ifa good bank takes over the assets of a failed one should it be 
entitled to a shot of public money. 

But what about lending? The call to recapitalise banks so 
that they can lend more shows that many in Japan still mis- 
understand the cause of the crisis. Japan's banks as a group 
suffer from too much capital, not too little. Trying to earn a 
return on this capital is why the banks have lent so freely, 
driving the prices of shares, property and golf-club member- 
ships to ridiculous heights. Now, with the economy in the 
dumps, bankers rightly see that borrowers’ risks are great and, 
in the near term, their profit opportunities small. They 
should be praised for scrutinising creditworthiness at long 
last, not pilloried for being tight-fisted. 

Japan’s prime minister, Ryutaro Hashimoto, deserves 
credit for, however belatedly, putting the ills of his country’s 
financial system on view. Curing them, however, requires 
steps that Japanese politicians still will not discuss in public: 
shutting sick institutions, laying their workers off, and wiping 
out their shareholders. Rather than topping up the banks’ 
capital, the government should use its money to pay off in- 
sured depositors as their banks are closed. In return, it should 
take over failed banks’ assets and sell them off—for cash. 
only—to recoup some of its costs. And if foreigners should 
tS „the 
government should be only too wailing to take their. t money. 
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Senior Managers in Government 

For senior federal executives (including 
military and congressional) and their pri- 
vate, and international counterparts. July 
26 - August 14 tuition: $8,700 


Senior Executive Fellows 

For federal middle managers at the GS- 
14 and 15 levels and their state, private 
sector, and international counterparts. 
September 28 - November 20 * tuition: 
$18,700 


Senior Executives in State and Local 
Government 

For executives and elected officials in 
state, local and regional governments. 
June 7 - 26 or July 5 - 24 * tuition: 
$8,400 


Program for Leaders in Development 
For senior leaders from developing, 
newly industrialized and transitional 
countries. (jointly sponsored by HIID). 
June 8 - 18 * tuition: $6,800 


PROGRAMS IN EXECUTIVE SKILL 
DEVELOPMENT: THEORY AND TECHNIQUES 
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Strategic Public Sector Negotiation 


Negotiating successful formal agreements 
and productive informal understandings. 
May 26 - 30 * tuition: $4,200 


Leadership for the 21st Century: Chaos 
Conflict and Courage 


Improving personal and organizational 
leadership capacity. March 8 - 13 e 
tuition: $3,900 


Program On Investment Decisions & 
Behavioral Finance 

Improving outcomes in investment deci- 
sion making and corporate cash and pen- 
sion management. April 6 - 7 or October 
5-6* tuition: $2,750 


Master Class for Leadership Educators 

New skills, techniques and concepts for 
teaching and training about leadership. 
May 1 - May 9 * tuition: $6,500 


Programs on Leadership for Senior 

Executives 

tuition for first program: $1,950 

tuition for additional programs: $1,450 
* Managing People for Maximum 
Performance: Bringing out the best in 
people and organizations. March 16 - 
17 or June 8 - 9 





* Promoting Innovation & Creativity: 
Breakthrough strategies for new prod- 
ucts and processes. March 18 - 19 or 
June 10 - 11 

* Effective Decision Making: Making 
wise choices in the face of uncertainty. 
March 23 - 24 or July 13 - 14 

e Building Consensus Through 
Executive Influence: Communicating 
persuasively in and out of the organiza- 
tion. March 25 - 26 or July 15 - 16 
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Understanding the New World of Health 
Care 

Current trends and developments in 
managed care,health care economics and 
health policy. March 28 - April 5, or 
November 7 - 15 * tuition: $4,500 


Senior Executives in National and 
International Security 

The political, military and economic 
aspects of current international security 
issues. August 16 - 28 * tuition: $6,900 


Regulatory Reform: The Current 
Challenge 

New strategies for promoting, measuring 
and achieving compliance. September 27 
- October 2 * tuition: $4,000 


Infrastructure in a Market Economy 


Issues and strategies in private provision 
and public regulation of infrastructure. 
January 18 - 30 * tuition: $7,000 
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He believes in government, 
so why doesn't America? 


WASHINGTON, DC 


Bill Clinton promised to restore his country's trust in government. Surpris- 


ingly, the cause may not be hopeless 


HEN Bill Clinton came to power in 

1993, he said he wanted a govern- 

ment that worked better and cost less, that 
withdrew from tasks it did badly in order 
to concentrate on those it could do well—a 
government that people could trust. His 
vice-president, Al Gore, set up a task-force 
to “re-invent” the whole thing, starting with 
curbs on bureaucracy and waste, aiming to 
make public-sector service as efficient as 
McDonald's. If you visit the re-inventors in 
their offices by the White House, you will 
see a picture of Mr Gore, painted in the he- 
roic-worker style of communist propa- 
ganda art. His sleeves are rolled; he grasps a 
hammer in one hand; the caption pro- 
claims "Rise, Unite, Repair: The First Anni- 
versary of the Great Patriotic Re-invention." 
That "patriotic" is not just for satirical 
effect. To the administration's way ofthink- 
ing, love of country and faith in govern- 
ment are linked. The office of the task- 
force's director, Morley Winograd, is dom- 
inated by a blackboard-sized version ofthe 
chart above—which shows the trust that 
Americans say they have in government, 
stretching back more than 30 years. In the 
early 1960s, Americans trusted the govern- 
ment far more than now. They still thought 
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of it as the great slayer of fascism, cham- 
pion against communism and builder of 
free nations. It was a time when politicians 
could make unabashedly patriotic appeals. 
"Ask not what your country can do for 
you," as another Democrat once said, "ask 
what you can do for your country." 

The Vietnam war, and the failure of 
Lyndon Johnson's war on poverty, dealt ter- 
rible blows to patriotic idealism. Watergate 
destroyed faith in the government's benev- 
olence; the stagflation of the 1970s de- 
stroyed faith in its competence. The chart 
shows a plummeting of trust in govern- 
ment during the 1970s. Ronald Reagan's 
patriotic anti-communism, as well as the 
tax-cutting tonic he applied to the econ- 
omy, caused trust to rise strongly from 1980 
to 1986. But then it slipped back again un- 
der George Bush. It seemed to reach rock 
bottom in 1994, when the Republicans 
won a mid-term landslide by campaigning 
against government. 

At the start of his presidency, Mr Clin- 
ton talked of restoring the sense of idealism 
and public purpose that had marked the 
Kennedy years. The Republican triumph of 
1994 made such claims look ridiculous— 
for a time, at least. But are things now 


| Suspicious minds 
| Opinion-poll findings, 96 


'964 66 68 70 72 74 76 78 80 82 84 86 88 90 92 94 96 

* The index, compiled on a consistent basis since the early 

1960s, combines the answers to four questions: 

1. How much of the time does the government in Washington 
do what is right (always, most of the time, sometimes, never)? 

2. Who does the government serve (a few big interests, all the 
people)? 

3. How much money does the government waste (a lot, some, 

not much)? 


4. How many people in government are crooked (quite à lot, not 
many, hardly any)? 

in each case, the high-trust answer is scored as 100 and the low- 

trust answer as zero, with intermediate replies marked 

accordingly. The line shows the average score, plotted over time. 


Source: The National Election Studies, University of Michigan 


changing again? Just possibly, they are. 

The chart shows that in 1996 Americans 
still had less trust in government than dur- 
ing the best of the Reagan years, and far less 
than in the early 1960s—but the index does 
show an increase over 1994, the first such 
rise for a decade. Compiled by researchers 
at the University of Michigan, this is the 
most quoted and respected measure of 
trust in government, but other research 
confirms the improvement. The Council 
for Excellence in Government, a non-parti- 
san group, commissioned a poll in 1995 
and another in 1997. The proportion of re- 
spondents professing confidence in the 
federal government rose sharply—albeit 
from 15% to just 22%. Not exactly a ringing 
endorsement, even now, but you could say 
it’s a start. 


All activists now 

A more telling sign, perhaps, is that politi- 
cal rhetoric is beginning to point the same 
way. For a while after the Republicans’ 
landslide in 1994, nobody on left or right 
dared defend government. Even Mr Clin- 
ton, in his state-of-the-union message in 
1996, declared that “the era of big govern- 
ment is over." But this year's speech, to be 
delivered next week, is likely to develop a 
contrasting theme. It will be more about 
the good things the president thinks gov- 
ernment can do than about the need to re- 
strain it. Just this month, Mr Clinton has 
shown his new zeal for government activ- 
ism by proposing, among other things, a 


big extension of the Medicare health pro- 


gramme for the elderly. 
The change in Mr Clinton's tone is as 
nothing compared with the shift in Repub- 
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lican rhetoric. Many congressional leaders 
continue to attack government—but out- 
side Congress some of the party’s heavy- 
weights have formed a counter-chorus. Bill 
Kristol, Washington's top Republican jour- 
nalist, argues that his party's government- 
bashing may weaken America's cohesion 
and obstruct good policy. It is hard to build 
support for strong defence, for example, 
when your party regards all government 
power suspiciously. 

In December James Q. Wilson, the 
doyen of conservative social science, gave a 
lecture at the American Enterprise Insti- 
tute, a Republican-leaning think-tank in 
Washington. He began by rehearsing the fa- 
miliar criticisms ofthe welfare state. Count- 
less programmes to reduce poverty have 
been tried, yet social pathologies have mul- 
tiplied. Society has transferred money from 
the young to the old, from the rich to the 
poor. It has built public housing, created 
public works, handed out food stamps, 
subsidised job training. But, after three de- 
cades of this, more children are born out of 
wedlock, more children are criminal, mar- 
riages are less secure. In 1992 America's wel- 
fare state spent $5,600 on every person in 
the lowest fifth of the income scale. Poverty 
persists regardless. 

This was standard conservative fare. 
But, in the second half of his speech, Mr 
Wilson switched emphasis. He argued that, 
despite the past failures of the state, a new 
kind of intervention might work: one that 
aimed large sums of cash at very young chil- 
dren. Evidence suggests, Mr Wilson 
said, that infant day-care, training 
for parents and other help aimed at 
the very young cause children to do 
better at school later on. Then he 
made some astonishing proposals. 
Unmarried teenage mothers, he 
said, should be required to live in 
government-subsidised homes, 
where experienced mothers would 
supervise them. Later on, their chil- 
dren should go to pre-school pro- 
grammes subsidised from public 
funds. To encourage parents to post- 
pone careers and care for young chil- 
dren, the government should pay a 
parenthood subsidy. 

Messrs Kristol and Wilson are 
not alone. In November an article 
appeared in Commentary, a conser- 
vative journal, by Bill Bennett, for- 
mer education secretary and drug . 
tsar, and John Dilulio, a Princeton 
academic who is the Republicans' 
preferred criminologist. This article 
said that attacking the state can be 
politically unwise. Although polls re- 
veal deep distrust of government in 
the abstract, they also show deep 
fondness for specific programmes 
such as pensions and health-care 
subsidies. For every voter who 
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wishes government would get off his back, 
there is another (or perhaps it is the same 
one) who turns instinctively to government 
to solve all his problems. Messrs Bennett 
and Dilulio recall a moment during the 
1992 presidential campaign. At one of the 
debates, a man stood up and asked the 
three candidates, “We're not under oath at 
this point, but could you make a commit- 
ment to the citizens of the United States to 
meet our needs?” 

Because of this public ambivalence— 
dislike of government in general, love of 
particular programmes—the politics of 
anti-statism follows a grim cycle. At first, 
broad attacks on the state can attract votes; 
but, after a while, the attackers have to offer 
specific ways of cutting the state, and then 
their popularity fades. This helps to explain 
the transformation of Newt Gingrich, 
speaker of the House of Representatives, 
from the architect of the Republican land- 
slide in 1994 to an electoral liability two 
years later. It also explains why Mr Clinton 
was able to frustrate nearly all the Republi- 
cans’ efforts to keep their promise to cut 
government. 

In sum, Republicans are increasingly 
willing to question their party’s hostility to 
the state, either because they believe gov- 
ernment can inspire the important virtue 
of patriotism (Mr Kristol), or because they 
think government can do good (Mr Wil- 
son), or because they think attacking gov- 
ernment is politically thankless (Messrs 
Bennett and Dilulio). Rather than shrink 





Newt and moose, both stuffed 


the state as an end in itself, these Republi- 

cans want to reform it. Messrs Bennett and 

Dilulio quote Dwight Eisenhower: 
We Republicans believe in limited government, 
but also in effective government. We believe in 
keeping government as close to the people as 
possible ... But we do not shrink from a recogni- 
tion that there are national problems that re- 
quire solutions. 


Will the popularity of government— 
and the scope it may afford for a greater 
quantity of government—continue to in- 
crease? Under Ronald Reagan, the recovery 
of trust went further, but was sustained for 
only six years. Moreover, it was a recovery 
based on astridently anti-government plat- 
form—suggesting that in the 1980s people 
trusted government best when it promised 
to de-invent, not re-invent, itself. Mr Clin- 
ton cannot, or anyway will not, follow that 
course. On the other hand, he has several 
advantages that Mr Reagan did not. 


Count his blessings 


One is the federal budget. Next year, for the 
first time in three decades, it will be bal- 
anced. This is sure to affect Americans' per- 
ception of government. In the past, failure 
to balance the books seemed to symbolise a 
more general incompetence, and it set dis- 
cussions of policy against a background of 
perpetual fiscal crisis. A balanced budget 
looks calm and competent. True, the temp- 
tation now will be to cut taxes or spend 
more. In that case, the balanced-budget ad- 
vantage would fade, but the tax cuts and/or 
higher spending would presumably 
be popular in their own right. 

Trust may rise further for another 
reason: attempts to re-invent govern- 
ment have borne fruit. Over the past 
five years, the Clintonites have suc- 
ceeded in reducing the federal work- 
force by 332,000 people, bringing 
the total down to around 1.9m. That 
is the lowest it has gone since the 
Kennedy years. Measured as a per- 
centage of the total workforce, it is 
the lowest since the 1930s. True, gov- 
ernment spending as a percentage of 
national income remains near its 
post-war high. But this discrepancy— 
shrinking public workforce, un- 
shrinking public spending—reflects 
the way that government is being 
semi-privatised. Firms bid to carry 
out tasks that the government wants 
done, which promotes competition 
and efficiency and keeps the bureau- 
cracy in check. 

Even where services are not “con- 
tracted out”, there have been im- 
provements. Government offices 
have started to handle inquiries over 
the phone and, even more astonish- 
ing, outside normal office hours. Ac- 
cording to one independent review, 
the Social Security Administration’s 
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telephonists deal with people faster and 
better than those of most private firms. The 
customs authority has speeded up too, and 
the natural-disasters agency has been reor- 
ganised. The Postal Service used to be a 
joke. Now it sets itself a goal of delivering 
local mail in one day and national mail in 
three days—and an increasing percentage 
of deliveries meet these targets. 

Regard for government also stands to 
gain from new thinking on social policy. In 
the late 1960s and early 1970s programmes 
intended to help the poor were frequently 
unsuccessful and even more frequently un- 
popular. Policymakers realised that their 
ideas did not enjoy support, but pressed on 
regardless, driving a wedge between public 
policy and public opinion. 

Welfare policy is a good example, as the 
political scientist Steven Teles shows in a 
recent book*. The law creating Aid to Fam- 
ilies with Dependent Children nowhere 
stated that all families defined as poor 
should be entitled to hand-outs. It was left 
to welfare case-workers to distinguish the 
deserving from the undeserving poor. 

A group of activists and scholars set out 
to change this. They wanted to replace dis- 
cretion (and the abuses that went with it) 
with a clear entitlement to assistance. 
Knowing that popular opinion was hostile, 
they deliberately used "undemocratic" 
methods—that is, they took their case to the 
courts. Legal victories in 1968-70 created 
the entitlement they sought. Unsurpris- 
ingly, public opinion did not support it. In 
the early 19605, less than 10% of Americans 
thought the country spent too much on 
welfare. By the mid-1970s, with the entitle- 
ment policy in force, over 6096 thought so. 

At around the same time, as a new book 
by John Skrentny of the University of Penn- 
sylvania explains, activists also hijacked 
civil-rights policy’. When the Civil Rights 
Act of 1964 was passed, support for mea- 
sures to prevent discrimination was strong. 
But affirmative action—the use of racial 
quotas in hiring and such—was taboo. Re- 
flecting this, the law insisted on recruit- 
ment by merit. Nonetheless, the fledgling 
Equal Employment Opportunity Commis- 
sion decided to root out discrimination 
with racial quotas. Firms objected, and the 
dispute went to the Supreme Court in 1971. 
The court sided with the bureaucrats. 

Many other controversial public poli- 
cies were created in this way, by bureau- 
crats and courts not elected politicians. Bu- 
reaucrats invented racial quotas in public 
procurement. They came up with busing. 
They said that colleges must spend equal 
sums on men's and women's sports, even 
though women athletes hardly knew what 
to do with all the money. The courts upheld 


* "Whose Welfare?" University Press of Kansas. 
! "The Ironies of Affirmative Action.” University of Chi- 
cago Press. 
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One day all public services will be this good 


these unpopular policies, and added some 
divisive rulings of their own—notoriously, 
the decision in 1973 to create the right to 
abort a pregnancy. 

All this too is changing. Courts and bu- 
reaucrats alike have been humbled in the 
past decade. Senate Republicans refuse to 
confirm any judge they suspect of being a 
“liberal activist”. Ever since the Reagan 
years, Republicans have savaged the “san- 
dals and beads” wing of the executive. As a 
result, unpopular social policies are less 
likely to be forced on the public. It is fash- 
ionable to decry the regard that politicians 
pay these days to opinion polls. But this 
attentiveness should at least stop govern- 
ment from repeating the gross social-policy 
errors of the late 1960s and early 1970s. 

Moreover, in the important case of wel- 
fare, an unpopular policy has been abol- 
ished. Pressured by the Republicans, Mr 
Clinton signed away the entitlement to as- 
sistance in 1996. Relief is now conditional 
on recipients’ efforts to gain skills and join 
the workforce. Helped by the strong econ- 
omy, this reform is working well. The wel- 
fare rolls have fallen during the past year, 
partly because of case-workers’ success in 
finding jobs for their charges. A hated pro- 
gramme that gave government a bad name 
has been turned into a popular success that 
enhances government's reputation. Wel- 
fare case-workers used to be seen as dull- 
ards handing cash to the undeserving poor. 
Now they are seen as teachers, training peo- 
ple who have never worked to become use- 
ful members of society. 

A strong economy, a balanced budget, a 
leaner federal workforce, a new respect for 
public opinion in making social policy: re- 
gardless of where the credit for these gains 
may lie, they make it likely that trust in 
American government will bounce a bit 
higher yet. How much higher is uncertain, 


though, for none of these achievements can 
be regarded as secure. The economy, in par- 
ticular, is not at the administration's beck 
and call, and budget balance will prove a 
hollow victory unless politicians reform 
the two biggest categories of social spend- 
ing—pensions and health. The cost of these 
programmes needs to be checked, or else 
large deficits will reappear when the baby- 
boomers start retiring. 


How much trust is enough? 


Some of the other threats to Mr Clinton’s 
goal of restoring trust in government are 
even more formidable. To a great extent, a 
government's reputation depends on the 
cohesion of the country over which it pre- 
sides. If a nation is divided by race, lan- 
guage, and cultural assumptions—as Amer- 
ica is, often bitterly—then these disputes 
will poison politics, making it hard for gov- 
ernment to avoid alienating one faction or 
another. This makes for unpopular govern- 
ment. It also makes for bad government, 
which is worse. 

That is a distinction which the White 
House re-inventors might keep in mind. 
Trust in government is not an end in itself, 
after all, but only a means to good govern- 
ment. It is true, as Mr Clinton and the new 
Republican activists argue, that there are 
some jobs only government can do. These 
tasks are easier if government is not held in 
contempt. But it is also true that there are 
things which governments should not do. 
In America, on the whole, fewer of these ill- 
advised things are attempted than in most 
other rich countries. Much of the credit for 
this belongs to the suspicion with which 
Americans have, for the past two centuries, 
watched their rulers. Too little trust in gov- 
ernment is a bad thing, no doubt. Too 
much is a far bigger error. 
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Kenneth Starr, the 
Whitewater independent 
counsel, is to consider 
whether President Bill Clin- 
ton encouraged a former 
White House intern, Monica 
Lewinsky, to lie under oath 
about an alleged affair with 
him. For six hours in his law- 
yer's office, Mr Clinton testi- 
fied in his defence against the 
sexual-harassment allegations 
made by Paula Jones. It was 
the first time a serving presi- 
dent had been interrogated as 
a defendant in a court case, 
and the first time Mr Clinton 
had told his side of the story. 


In its first rebuff to anti- 
abortionists for almost 20 
years, the Republican Na- 
tional Committee decided 
that candidates who do not 
oppose late-term abortion 
can still get campaign money. 


The pope arrived in Cuba for 


| a five-day visit. Fidel Castro 


was determined that the trip 
should not spark anti-com- 
munist change. 


Chile faced fresh tension 
over the abrupt decision of its 
army commander, General 
Augusto Pinochet, to post- 
pone his retirement to a life 
seat in the Senate. He met 
President Eduardo Frei. The 
following day, the defence 
minister resigned. A judge 
agreed to investigate whether 
the general, in his days as dic- 
tator, had been guilty of mass 
killings. 
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A Caribbean mission to Guy- 
ana arranged a compromise 
to halt rioting over last 
month's election results. 


Seeking friends 


The prime minister of Tai- 
wan, Vincent Siew, had talks 
with officials in Indonesia 
and the Philippines. He is be- 
lieved to have offered them 
aid. China grumbled that Tai- 
wan, which it regards as a 
rebel province, was exploiting 
the Asian economic crisis in à 
bid to expand its influence in 
the region. Singapore and 
Malaysia have also had recent 
contacts with Taiwan. 


President Suharto of Indo- 
nesia hinted that his choice 
for vice-president, and pre- 
sumed successor, is 
Bucharuddin Jusuf Habibie, a 
minister who favours state in- 
volvement in industry. The 
rupiah, which only six 
months ago was 2,400 to the 
dollar, descended to 17,000 
before intervention. 


In the first such ban, India 
prohibited the publication of 
political opinion polls from 
February 14th, two days be- 
fore the start of voting in a 
general election, until Febru- 
ary 28th. In the latest poll, the 
Hindu-nationalist Bharatiya 
Janata Party was ahead of 
Congress, but would fall short 
of a parliamentary majority. 


The situation in Northern 
Ireland took a serious turn 
for the worse. Sinn Fein, the 
political wing of the IRA, re- 
jected the joint Anglo-Irish 








agenda for peace talks; and 
killings by paramilitaries 
mounted. Three murders 
were linked to Protestant ter- 
rorist groups, including a 
group still officially main- 
taining a ceasefire; one was 


_ blamed on a fringe Catholic 


terrorist group. 


Turkey's Constitutional 
Court banned the Islamist 
Welfare Party, which won 
Turkey's last general election 
in 1995. Its leader, Necmettin 
Erbakan, who was prime 
minister from 1996 until last 


|! summer, was barred from 


public office for five years. 


Milorad Dodik, a notable 
moderate, became prime 
minister of Bosnia's Serb Re- 
public with the support of 
Muslims in the entity's parlia- 
ment. Hardline Serb nation- 
alists allied to Radovan Kara- 
dzic were angry. NATO troops 


| arrested another suspected 





Serb war criminal. 


After a meeting of the Eu’s fi- 
nance ministers in Brussels, 
Italy seemed ever more likely 
to be chosen to join Europe's 
single currency, due to be 
launched next year—despite 
lingering German and Dutch 
doubts. 


Italy's parliament voted not 
to deprive Cesare Previti, a 
right-wing former defence 
minister who has been 
charged with corruption, of 
his immunity from 
prosecution. 


After complaints from mem- 
bers of Europe's parliament, 
Yves-Thibault de Silguy, the 
EU's commissioner for mone- 
tary affairs, decided not to 
stand for regional office in 
Brittany. 


Russia's president, Boris Yelt- 
sin, returned to work after a 
month-long convalescence 
and chastised his government 
for not paying off all public- 
sector wage arrears. 
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The Czech parliament re- 
elected Vaclav Havel as the 
country's president, by à nar- 
row margin. 


Still brokering 


Bill Clinton had (separate) 
talks in Washington with Bin- 
yamin Netanyahu and Yasser 
Arafat in an ill-omened bid 


| to get the stalled Middle East 


peace process moving again. 


Richard Butler, the UN's top 
weapons inspector, told Iraq 
that he would not agree to its 
request for a freeze in inspec- 
tion of sensitive sites while 
international experts evalu- 
ated Iraqi disarmament. Mr 
Butler was due to report to 
the Security Council on Janu- 
ary 23rd about his visit to 
Baghdad. 


Three junior foreign minis- 
ters from the EU paid a brief, 
inconclusive visit to Algiers 
to discuss the continuing vio- 
lence. After talking to the gov- 
ernment, opposition leaders 
and journalists, they said 
some progress had been 
made but Algeria still refused 
to allow UN human-rights 
rapporteurs into the country. 
The killing went on. 


Protesters wrecked parts of 
Harare, Zimbabwe's capital, 
in a three-day riot after steep 


| food-price rises. Pressure from 


donor countries caused Presi- 
dent Robert Mugabe's govern- 
ment to delay the seizure of 
privately owned farms. 


Hutu extremists killed 35 peo- 
ple in an attack on a bus in 
north-west Rwanda. 
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Share prices, Oct 1st 19972100 
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Shares in drug companies 
soared after SmithKline 
Beecham and American 
Home Products confirmed 
that they may combine to 
form the largest pharmaceuti- 
cals company in the world, 
with annual sales of some 
$27 billion. Chief attractions 
expected from a merger be- 
tween the two would be cost 
savings that could amount to 
more than $1 billion a year, 
and combined spending in 
their research and 
development. 


Britain's Allied Colloids, 
which is trying to fight off a 
takeover by America's Hercu- 
les, found a white knight in 
Ciba Specialty Chemicals. 
Hercules raised its offer twice 
in one day but was outbid by 
the Swiss firm, which offered 
£1.4 billion ($2.3 billion) for 
the specialist chemical 
producer. 


Crippled by a big drop in 
sales of personal computers, 
air conditioners, white goods 
and other domestic appli- 
ances, one of Japan's biggest 
electronics firms, Toshiba, is- 
sued a dire profits warning. 
Only months after saying pre- 
tax profits would drop to 
around Y95 billion ($744m) 
in the year to end-March 
against Y125.5 billion a year 
earlier, Toshiba now admits it 
will be hard pushed to make 
even ¥10 billion. Other Japa- 
nese electronics firms are also 
suffering: Mitsubishi Electric 
and Hitachi are both cutting 
back on chip production. 
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Boeing said it would take a 
pre-tax charge of $1.4 billion 
after its cancellation of two 
aircraft made by McDonnell 
Douglas, the firm it acquired 
last year. As a result, Boeing 
will report a loss for 1997. 


Hongkong Telecom, a sub- 
sidiary of Britain's Cable & 
Wireless, will lose the monop- 
oly on long-distance calls it 
was supposed to hold until 
2006. From January 1st the 
territory's lucrative telecoms 
market will be open to com- 
petition. Hong Kong's govern- 
ment negotiated compensa- 
tion of HK$8.5 billion ($1.1 
billion) with the company. 


In its continuing battle with 
the Justice Department, 
Microsoft escaped a likely 
ruling for contempt of court 
when it agreed how to un- 
bundle its Windows 95 op- 
erating system and its Inter- 
net browser, which had been 
ordered by an American 
court in a preliminary ruling 
in December. The original 
case, over a 1995 consent de- 
cree, remains unsettled. 





In the third settlement with a 
state, and the biggest so far, 
America's tobacco industry 
agreed to pay Texas $15.3 bil- 
lion over 25 years to settle a 
lawsuit over the cost to the 
state of treating smokers. 


European airlines warned 
the EU competition commis- 
sioner, Karel Van Miert, that 
the lengthy process of vetting 
alliances in the industry was 
hampering their ability to 
compete globally. They also 
complained about the cost of 
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airport services in Europe, far 
higher than in America or 
Asia. A decision on the alli- 
ance between British Airways 
and American Airlines, an- 
nounced some 20 months 
ago, is due next month. 


Two Russian oil companies, 
Yukos and Sibneft, are to 
merge, knocking Lukoil from 
the number-one position in 
Russia and creating the 
world's third-largest private 
oil company in production 
terms. In terms of reserves, 
Yuksi's 14 billion barrels 
makes it the biggest, surpass- 
ing Royal Dutch/Shell. 
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the process of buying a cin- 
ema chain, are teaming up to 
buy a third, Regal Cinemas, 
to create America's largest cin- 
ema chain. Kohlberg Kravis 
Roberts is paying $660m for 
Act III Cinemas and Hicks 
Muse Tate & Furst is paying 
$850m for United Artists The- 
ater. Add in Regal Cinemas 
for $1.5 billion and the whole 
deal is valued at $3 billion. 
The new entity becomes twice 
the size of current leader, 
Carmike Cinemas, with 5,347 
screens—about 1796 of the in- 
dustry total—in 727 cinemas. 


Caught short 


Moody's Investors Service 
turned on nine European 
banks with high exposures to 
East Asia's troubled markets: 
four German, four French 
and one British. It lowered 
the credit ratings of two, 
Banque Paribas and Banque 
Nationale de Paris, and put 
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dard & Poor's said French 
banks had to increase compe- 
tition in the run-up to Eu- 
rope's single currency. 


Three big American banks, 
Chase Manhattan, Citicorp 
and J.P. Morgan, said their re- 
sults in the fourth quarter 
were crimped by Asia's down- 
turn. Merrill Lynch suffered 
similarly but another invest- 
ment bank, PaineWebber, 
beat expectations. 


Japan's big brokers re- 
ported losses in the third 
quarter. Nomura, Daiwa and 
Nikko blamed racketeering 
scandals, the resulting penal- 
ties and the subsequent cold- 
shouldering by clients. 


South Korea's commercial 
banks reported losses of 3.9 
trillion won ($4.1 billion) in 
1997, as they negotiated with 
foreign creditors to restruc- 
ture their short-term debts. 


Fiat's chairman, Cesare 
Romiti, announced his retire- 
ment and proposed Paulo 
Fresco, number two at Ameri- 
ca's General Electric, as his 
successor. Noël Forgeard is to 
succeed Jean Pierson as man- 
aging director of Airbus 
Industrie. 


The fight between accoun- 
tants and consultants contin- 
ued in Andersen World- 
wide. Arthur Andersen, the 
accounting side, wants $10 
billion, plus royalties, plus 
the return of the Andersen 
name, in exchange for allow- 
ing Andersen Consulting to 
go its own way. 


Mapfre Mutualidad, 
Spain's biggest insurance 
group, and Caja de Madrid, 
one of its biggest savings 
banks, signed an agreement 
that will help Mapfre expand 
in Latin America, where it is 
the biggest foreign-owned in- 
surance group, and give it ac- 
cess to Caja de Madrid's com- 


the others under review. Stan- | mercial network in Spain. 
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aiwan launches a lifeboat 


The turmoil i in East Asia is providing Taiwan with an opportunity to increase 


ds diplomatic and economic leverage 





: "HE Chinese, naturally, have a saying 
— A appropriate to the moment: “In a crisis 
lies opportunity.” The opportunistic Tai- 
| wanese believe it, most of them. So far, they 
have been relatively unaffected economi- 
cally by the region’s turmoil. They long to 
end their diplomatic isolation, and their 
neighbours’ troubles may provide them 
with the means to do it (and perhaps a few 
bargains too). But it will have to be done 
"without causing offence, except to China, 
which regards Taiwan as a rebel province. 
There are plenty of Taiwanese who remain 
distinctly cautious. 

With its economy still growing robustly 
and $82 billion safely tucked away in for- 
eign-exchange reserves, Taiwan has both 
the money and the know-how to help re- 
vive some of its East Asian neighbours. Un- 
like Thai or Indonesian firms, Taiwanese 

-companies were prevented by strict capital 
- controls from taking on cheap foreign-cur- 
-rency loans for speculative projects. And 
"unlike South Korea's giant conglomerates, 
. most Taiwanese firms are small and have 
tuck to just one line of business. 

^. "Taiwan's resilience has already brought 
about some unusual transit stops. Singa- 







pore’s prime minister, Goh Chok Tong, and 
his Malaysian counterpart, Mahathir Mo- 
hamad, both dropped in on Taiwan on 
their way back from an Asia-Pacific summit 
in Vancouver in November. This month, 
Taiwan went on the offensive with a trip to 
Singapore by Lien Chan, the vice-president, 
in which he met Mr Goh and Lee Kuan Yew, 
who once held Mr Goh’s job. Vincent Siew, 
Taiwan's prime minister(who writes on the 
next page), visited the Philippines and In- 
donesia—where he received red-carpet 
treatment, unusual for a Taiwanese official. 
These visits have provoked the usual 
grumbles from China—though not quite as 
fiercely as some expected—but these in turn 
have not received the usual bland response 
from South-East Asia: the Philippines' 
dusty comment was to remind China that 
there was a financial crisis to worry about. 
So far, little is known about what has 
been discussed at these meetings. But Tai- 
wan's wish-list is no secret. It includes in- 
creased support for membership of re- 
gional and international organisations, 
particularly the rur and the United Na- 
tions, from which it is excluded at China's 
behest. Taiwan also wants to improve its 


the suggestion was scotched last year b 











standing in organisations of which it Sa 
ready a member; for example, despite be- 
ing a full member of the Asia-Pacific Eco 
nomic Co-operation forum, it is unable to 
send its leader to the annual summit, again : 
because of opposition from China. 3 
.. No Asian country currently has diplo- 
matic relations with Taiwan, nor is any 
likely to soon. But giving Taiwans unof 
ficial offices more access to officials, and — 
perhaps allowing Taiwanese visa-free - 
travel to Asian countries, would be seen as 
friendly gestures. So too would the upgrac - 
ing of the representative Offers of Taiw 
ese banks to full branches. : 
What Taiwan can offer i in return is not 

so clear. Although there has been somet 
of contributing to a regional bail-out: 






















































United States, which feared that it n 
delay Asia's economic restructuring. Man 
Taiwanese feel past diplomatic sligh 
keenly and have little support for any T 
gional aid programme. Indeed, a recer 
suggestion ofa $10 billion loan to South Ki 
rea by the ruling party's investment chief 
provoked a storm of protest. It has not been 
forgotten in Taiwan that South Korea 
switched its diplomatic recognition: to 
Beijing in 1992. 
Taiwan's central bank has been consid- 
ering lending to the central banks of Indo- 
nesia and Thailand. A negotiating. team 
from Indonesia is expected in Taipei soot 
But a request by Indonesia and Malaysi 
for Taiwan to accept trade quotations in Ic 
cal currencies, rather than in dollars, has re- 
sulted in a polite note from Taiwan’s Board 
of Foreign Trade that the island’s entrepre- 
neurs may find the risk unacceptable. — 
The government is encouraging. bus 
nessmen to invest more in the region. It has 
even dusted off its old “Go South” policy, a 
1993 initiative encouraging investment in 
South-East Asia rather than China. Chiang 
Ping-kun, head of the government's eco- 
nomic planning team, has just finished a: 
ten-day tour through the region accompa- 
nied by 70 businessmen on the lookout for... 
investment opportunities. - 
Some Taiwanese are delighted at the = 
prospect of snapping up good Asian com- 
panies strangled by a lack of credit. An offi- 
cial from Taiwan's China Development 
Corporation, the island's biggest invest- 
ment group (and owned by the rulir 
Kuomintang party), has described the 
rent conditions as a “once-in-a-life 
opportunity". The corporation is belie 
to have earmarked $400m for regi la 
vestment. Others are less sanguine 
dent Enterprises, a- large Taiwanese 





































é 


ASIA 
| | 


Taiwan and the Asian crisis 


Vincent Siew, the prime minister of Taiwan, discusses his country's role in 
East Asia's economic turmoil and its relations with China 


HE economic turmoil sweeping East 

Asia has served to underscore the in- 
herent economic, political and diplo- 
matic resilience of Taiwan, Republic of 
China. It has come through the recent fi- 
nancial windstorm relatively unscathed, 
its elections have speedily gained the 
normalcy of a mature democracy and its 
diplomatic efforts have demonstrated 
pragmatic flexibility in building upon 
Taiwan’s already substantial trade and 
investment relations to raise its in- 
ternational profile. What Taiwan has to 
offer the region is increasingly impor- 
tant at a time when East Asia’s economic 
confidence and stability are being put 
to the test. 

Even though Taiwam's economic 
growth for the fourth quarter of 1997 will 
undoubtedly be affected by the financial 
troubles of Asia, the domestic economy 
should still grow by 6.7%. This is primar- 
ily because Taiwan’s economic funda- 
mentals are in order: Taiwan enjoys a cur- 
rent-account surplus, has a negligible 
foreign debt of $100m and possesses 
more than $82 billion in foreign-ex- 
change reserves. 

Of course, during such times, markets 
do not always focus on the Fundamentals. 
All economies in East Asia tend to be 
tarred with the same brush, regardless of 
the very real differences im type and de- 
gree of economic difficulties. This is per- 
haps because past expectations for overall 
regional growth were too optimistic. 
However, the government remains confi- 
dent that Taiwan's solid *undamentals, 
coupled with prudent management of 
the banking sector and diversification of 
investment risk over a variety of areas, 
will do more than just help Taiwan 
weather the current economic storm in 
the region and continue becoming more 
competitive in the global economy of the 
future. These fundamentals can also serve 
as a source of stability for East Asia, in 
concert with the current financial mecha- 
nism already in place. 

However, this possibility remains 
thwarted by Beijing's constant campaign 
to discourage members of the interna- 
tional community from fully embracing 
Taipei's efforts to play a constructive role 
in regional and world affairs. Regrettably, 
this involves misconstruing the resilience 
of democratic change on Taiwan as some 
sort of latent force for “Taiwan indepen- 
dence". The destabilising military exer- 
cises held by Beijing in the Taiwan Strait 
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during Taiwan's presidential campaign 
in 1996 were justified as sending a mes- 
sage against any popular move towards 
independence. Unfortunately, such a 
misrepresentation of the political reality 
in Taiwan tends to distract from the in- 
herently positive benefits that the matu- 
ration of democracy in Taiwan offers the 
world order. 

The extent to which multi-party poli- 





Mr Siew, pragmatic diplomat 


tics in Taiwan has matured is evident in 
the results of the November 1997 elec- 
tions for mayors and magistrates. It was a 
truly local election in which cross-strait is- 
sues hardly rated a mention. Voters fo- 
cused on local concerns: crime, adminis- 
trative efficiency, social welfare and the 
performance of officials in office. Conse- 
quently the ruling party, the Kuomintang 
(KMT), won eight seats while the opposi- 
tion Democratic Progressive Party (DPP), 
which still had a party platform calling 
for Taiwan's independence, won 12. The 
KMT also came in slightly behind the DPP 
in total votes cast, at nearly 42% versus 
43% for the ppp. 

Given the overwhelming local focus 
of the campaign, Beijing should not mis- 
construe the results as some sort of “na- 
tional referendum" on reunification with 
the mainland or independence. The elec- 


tion did mark a major change at the local 
level of politics on Taiwan, but its long- 
term significance remains unclear. The 
DPP has historically done well in local 
elections; however, the results have 
tended to be quite different in elections 
for the national legislature and the presi- 
dency. These are the elections that can ul- 
timately affect national policy. The next 
election for members of the national leg- 
islature is scheduled for the end of 1998. 

Public opinion in Taiwan on how the 
government should approach cross-strait 
relations has, in fact, remained fairly con- 
sistent. In response to various polls, the 
majority of voters prefer the status quo, 
with either a “reunification later" or a 
"decide later" stance on where relations 
with the mainland should proceed. 

The stability of the Taiwan Strait can 
only be weakened if Beijing continues to 
mistakenly view the maturity of democ- 
racy in Taiwan as some sort of threat. The 
mainland regime has so far embraced 
economic liberalisation but not concom- 
itant democratic change, citing the latter 
as being "inappropriate" for the main- 
land. Our experience on the other side of 
the Taiwan Strait is that economic success 
can be an excellent foundation for de- 
mocratisation, but that a democratic 
form of government is essential for sus- 
taining prosperity. 

I know of no Chinese values that clash 
with democracy or respect for human 
rights. Democracy has succeeded on Tai- 
wan for a number of reasons; however, 
one major factor has been the heavy in- 
vestment by the government in educating 
Taiwan's citizens over the past five de- 
cades. This has created one of the most 
skilled labour forces in the world and at 
the same time has cultivated an informed 
electorate capable of, and insisting upon, 
exercising independent political judg- 
ment at the ballot box. I would argue that 
the high value Chinese traditionally place 
on lifelong education argues for a conso- 
nance, rather than a divergence, of Chi- 
nese and democratic values. 

The resilience of Taiwan’s pragmatic 
diplomacy in the face of Beijing’s cam- 
paign to isolate Taiwan internationally 
also affirms the positive. East Asian na- 
tions, such as Taiwan, have demonstrated 
the ability to achieve a remarkable rate of 
economic growth over the past few de- 
cades. There is still plenty of potential for 
further such growth, despite the recent fi- 
nancial turmoil. While no one welcomes 
such adversity, the Taiwan government 
feels that this crisis should be regarded as 
a basis for increasing regional co-opera- 
tion. Taiwan is ready to play a role in 
helping the region regain financial 
stability. 
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company, recently suspended a $50m in- 
vestment in Thailand; Tuntex, a petro- 
chemicals giant, has put plans for a $2 bil- 
lion plant there on hold. 

The majority of Taiwanese business- 
men are being cautious. They do not think 
the trouble in South-East Asia has yet come 
to an end. And they are jittery over a possi- 
ble devaluation of the Chinese currency, 
which would have a big impact on Tai- 
wan's huge trade surplus with China—ex- 
pected to be in the region of $20 billion last 
year. Businessmen also worry about social 
unrest, which in many parts of the region 
has a nasty habit of turning into violence 
against ethnic Chinese and their busi- 
nesses. It would, anyway, take a consider- 
able change of heart to bring Taiwan's in- 
vestment in South-East Asia up to its 1996 
level. Investment in the region last year is 
expected to have plunged by some 70%. 

The government is also not quite as 
gung-ho as it sometimes sounds. It has long 
seen investment as giving the island more 
clout, and been willing to provide consid- 
erable subsidies and tax breaks to encour- 
age businesses to set up in countries con- 
sidered to be friendly. So far, however, such 
enticements have not been provided for 
potential investors in South-East Asia, sug- 
gesting the government shares some of the 
businessmen's doubts. In fact, for all the 
dashing around the region by Taiwan's of- 
ficials and businessmen in recent weeks, 
very little money has changed hands. Any 
of its neighbours facing bankruptcy who 
think that Taiwan’s keenness to boost its re- 
gional status might make it a soft touch are 
likely to be disappointed. 





Japan 
A useful scandal 


TOKYO 


Itn is a financial scandal good 
news for a Japanese prime minister. 
But the arrest on January 18th of Takehiko 
Isaka, a former mandarin from the finance 
ministry, must have brought a smile to Ryu- 
taro Hashimoto's face. Mr Isaka is said to 
have taken bribes in return for favours to 
Nomura, Japan's biggest securities firm. 
Several other senior bureaucrats still in the 
finance ministry are said to be under inves- 
tigation. All this has strengthened Mr 
Hashimoto's hand in dealing with col- 
leagues in the ruling Liberal Democratic 
Party (LDP) who have been blocking some 
of his financial reforms. 

The LDP has mostly been against a bare- 
knuckled fight with the finance ministry 
over the separation of its fiscal and finan- 
cial functions—a reform earnestly sought 
by the prime minister. In any event, many 
LDP members depend on cosy relations 
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Pick a note, any note 


with the ministry to help them provide the 
gravy for constituency friends. 

But with scandal once again touching 
the ministry, the Lp» is being obliged to 
make at least an outward show of disap- 
proval. This is helping Mr Hashimoto to re- 
store some backbone to the set of reforms 
filleted by his party. For a start, the ministry 
is to be shorn of its authority over domestic 
financial markets. 

That has allowed Mr Hashimoto to 
patch up relations with the New Party Saki- 
gake, one of the two minor parties that pro- 
vide the LpP with a majority in the upper 
house of the Diet (parliament). The Saki- 
gake had been threatening to withdraw its 
support if the finance ministry were left in- 
tact; and the left-of-centre Social Demo- 
cratic Party might then have left the coali- 
tion as well. The budget for the fiscal year 
starting April 1st would probably have 
been delayed. 

Mr Hashimoto needs to have the bud- 
get out ofthe way by mid-February in order 
to get on with the real business at hand— 
preparing the huge "supplementary" bud- 
get that he has secretly promised the Ameri- 
cans. Prodded by the United States, Mr 
Hashimoto has agreed to ditch Japan's 
present austerity programme and go on a 
spending spree, stimulating domestic con- 
sumption in order to do its share in mop- 
ping up exports from troubled Indonesia, 
Thailand and South Korea. 

To sell the idea ofcorporate tax cuts and 
a splurge on public works to the Japanese 
public in its present penny-pinching 
mood, Mr Hashimoto will have to present 
his supplementary budget as a “national 
emergency". Hiroshi Mitsuzuka, the fi- 
nance minister, will be invited to fall on his 
sword to take responsibility for the scan- 
dals within his ministry. A new minister 
will be introduced as someone who actu- 
ally knows what he is doing. The person be- 
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ing tipped for the job is Kiichi Miyazawa, a 
former prime minister. A finance-ministry 
official himself many years ago, Mr Miya- 
zawa must be musing over the present an- 
tics of his former colleagues. 





Indonesia 


Suharto plays 
his joker? 


JAXARTA 


ARLIER this month, as Indonesia's cur- 

rency, the rupiah, plumbed new 
depths, a businessman met a son of Presi- 
dent Suharto. He had some advice about 
Mr Suharto's choice of vice-president for 
the largely ceremonial five-yearly election 
ir. March. In the businessman's view, there 
were only three choices, all of them present 
or former soldiers. As for the president's ci- 
vilian buddies, forget it. There was now a 
market price for all of them, reflected in the 
exchange rate. And the lowest rate of all 
would follow the nomination of Buchar- 
uddin Jusuf Habibie, the minister of re- 
search and technology. 

Alarmist perhaps. But mere rumours 
that Mr Habibie was the president's man 
helped drive the rupiah down on January 
22nd, at one point to 17,000 to the dollar 
(last July the rate was 2,400). And this at a 
time when pundits were opining that the 
worst of Asia's financial mayhem was 
over—partly because President Suharto had 
appeared to accept radical economic re- 
form, which included cutting the financing 
of one of Mr Habibie's pet projects. 

On January 20th, Mr Suharto, to no- 
body's surprise, let it be known that he was 
ready to serve a seventh term in office. He is 


Habibie keeps it under his hat 
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76 and, should he die or become incapaci- 
tated, his deputy would take over. The same 
day, the ruling party, Golkar, listed 14 crite- 
ria for a vice-presidential candidate. They 
included a mastery of science and technol- 
ogy, and an international reputation—two 
qualities Mr Habibie would certainly lay 
claim to. 

Mr Habibie, who met the president 
when he was 13 (he is now 61), has always 
been a Suharto favourite. Yet to interna- 
tional investors he is a bogevman, associ- 
ated with what many see as a crackpot 
scheme to build an aircraft industry from 
scratch in a struggling country. Mr Habi- 
bie's school of “technologists” argues this 
would allow Indonesia to skip a few rungs 
on the development ladder. 

Mr Habibie has had to work to build a 
political base. In 1990, he helped set up a 
grouping of Muslim intellectuals, known 
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as ICMI (pronounced itch-me). Mr Suharto 
wanted a counter-balance to the power of 
the army, which was long suspicious of Mr 
Habibie. Nowadays, however, most of the 
top brass are staunch Suharto loyalists and 
will go along with his choice. 

Whatever Mr Habibie's talents, his 
nomination would be controversial at a 
time when Indonesia badly needs political 
stability. Sadly, a moderating influence, 
Abdurrahman Wahid, suffered a stroke on 
January 19th and has been taken into in- 
tensive care. Mr Wahid, the head of Indone- 
sias largest Muslim organisation, with 
30m members, has been a fierce critic of 
ICMI, which he has accused of funda- 
mentalism. Mr Wahid may be a bit unfair 
about 1CMI. But those hoping Indonesia 
can emerge from its trauma peacefully will 
worry about his health, as well as the possi- 
ble rise of Mr Habibie. 





Asian pride 


Dollars and dolours 


BANGKOK 


Scapegoats are being found for the region's financial troubles 


N MANY countries in Asia, so much na- 

tional pride was invested in economic 
success that its abrupt ending was bound to 
provoke some nationalist response. So far 
this has largely taken benign forms: much 
talk of belt-tightening and doing one's bit. 
But, in the chattering classes at least, there is 
a darker side, and a search for scapegoats. 

"Self help", said Samuel Smiles, a 19th 
century Scot, "constitutes the true source of 
national vigour and strength." Across the 
stricken economies of East Asia, a similar 
doctrine is taking hold. Sometimes born of 
genuine public anxiety, sometimes of offi- 
cial prompting, popular self-help cam- 
paigns are encouraging ordinary people to 
do their bit. Malaysians are being urged to 
grow their own vegetables; South Koreans 
are told to take one lump ofsugar instead of 
two in their coffee. 

Indonesian journalists have tried to 
bolster their battered currency with “I Love 
the Rupiah" stickers. Some of the rich and 
powerful are setting an example by selling 
dollars or gold. (The attitude of others is 
probably better captured by a man quoted 
by an Indonesian newspaper: "Never 
mind the rupiah, I love money.”) Thai edi- 
tors lavished praise on South Korea when 
television showed Korean housewives and 
children queuing up to donate their jewel- 
lery and savings, and wondered what had 
happened to Thai patriotism. But in Thai- 
land, too, the government savings bank has 
opened a special account forcontributions 
to a "Thais helping Thais" campaign. 

Politicians are naturally happy to see 
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such self-sacrifice: it may not add up to 
much compared with the huge weight of 
the nation's financial predicament, but it 
fosters an air of crisis and helps prepare 
people for the tough times to come. In Thai- 
land and Malaysia, the governments have 
played another nationalist card: announc- 
ing the expulsion of large numbers of for- 
eign workers. Thailand says it wants 
300,000 workers to return to Myanmar in 
the next six months to make room for un- 
employed Thais. Malaysia has backtracked 
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Putting an American icon in its place 
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from threats to expel most of the 1m or so 
illegal immigrants from Indonesia, now 
saying it hopes to redeploy many of them. 
In both countries, the attention given to im- 
migrants is only partly to do with an imme- 
diate need for jobs; it also helps show that 
the government is doing its best to protect 
the livelihoods of its own people. 

Poor foreigners are an easy target. But 
several pundits and politicians in the re- 
gion blame their difficulties on rich for- 
eigners: in particular, on Americans. A 
front-page commentary in the Nation, a 
Thai newspaper, compared the collapse of 
Asian economies to the fall of the Berlin 
Wall; it marked “another, more subtle tri- 
umph of United States financial imperial- 
ism”. At best, Asia’s descent is seen as an ac- 
cidental but devastating by-product of 
American global dominance. At worst, it is 
a deliberate conspiracy by the rich world, 
led by America, to force Asia to open up its 
markets and play by American rules. 

In Thailand in particular, there is anger 
that the United States did not contribute 
directly to its $17.2 billion package of rescue 
loans. A former Thai foreign minister, and 
frequent critic of America, has called on 
Thais not to buy goods made by *our ene- 
mies". A son of Indonesia's President Su- 
harto, smarting at the 1mr-prescribed loss 
of tax perks for his pet car project, has mut- 
tered about neo-colonialism. But as yet few 
leading politicians are taking this line in 
public. Even Malaysia’s prime minister, 
Mahathir Mohamad, who greeted (and 
aggravated) attacks on the Malaysian cur- 
rency with thundering diatribes against al- 
leged conspirators, has more recently 
learned to keep his counsel. Others also re- 
alise they need international help, not a 
slanging match. 

Nor, as yet, is there much evidence of a 
wave of popular America-bashing. 
Even the usually pugnacious stu- 
dents of South Korea have refrained 
from mass protests. There, as in In- 
donesia and Thailand, anger has 
been aimed at targets cioser to home: 
at the corrupt politicians and busi- 
nessmen who caused the mess. Indo- 
nesia has seen rioting over price 
rises. Just outside Bangkok, on Janu- 
ary 21st, riot police clashed violently 
with 3,000 workers at a car-parts fac- 
tory protesting at cuts in their bo- 
nuses. As more people lose their jobs, 
and once-regular purchases become 
unaffordable, the temptation to 
blame foreigners will become more 
acute. Western politicians and com- 
mentators, prone to gloat over the 
bankruptcy of "Asian values", and to 
harp on the need for economic and 
political reform, may therefore be 
well-advised to leaven their lectures 
with a suitable touch of sympathy. 
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CARESSING THE 
DAMASK COVERLET 
IN THE TEMASEK SUITE 


he reflected misty-eyed on times past. Fifty 





years it had been since he had slept with his 
beloved wife in this very same suite. It had 
been their wedding night. How he wished 
she were there now. Half a century ago, and 
yet it seemed like yesterday. Tears sprang 
unbidden as recollections of their honeymoon, 
fresh as the Orchids on the bedside table, 
bloomed in his memory. The scent and soft 
colours of the room captured his reminiscences 
causing time to stand still. A gentle knock at 
the door roused him from his reverie. Opening 
it, he found a Bell Boy laden with shiny 
packages. ‘Is everything all right, sir?’ he gently 
enquired. ‘Just thinking about my late wife’ 


responded the gentleman, somewhat forlornly. 


‘Im not that late!’ chirruped a voice in the 


corridor. And in skipped the lady in question, 


as gitlishly as she had some fifty years before. 
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While the whole world was sleeping, 
one nation woke to freedom. 





[t was the stroke of midnight August 15, 1947, and India was set free. 


On the occasion of the 50th year of Independence, we salute the spirit of 


a free India, And as her largest bank, pledge to be her partner in 
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E The 100th modern NKL-Lottery: 
Nearly 400 years now, the NKL (Nordwestdeutsche Klassenlotterie) has been 
awarding MILLIONS OF DEUTSCH MARKS to people all over the world. 
Now the 10 German States celebrate the 100th anniversary lottery: 
There will be a firework of prizes in the million range! This is your chance! Toke 
advantage of the ndkitiond prize payout of DM 34 Anniversary Millions! 


WINNING-CHANCES are guaranteed: 
h the limited number of tickets (1 500,000) nearly every second ticket 
will win! But still you can improve your chances with the Combi-Strategy: 
With a 7/4-Combi the odds increase up to 99%! 

Choose your Jackpot-size: With the ticket-share 


of the prizes which are assigned in the Official | 








you choose your size 
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How your prize is paid out: 
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You'll receive a written winning notification immediately. All prizes 
are free of German tax and are paid out in full directly to you anywhere 
in the world. Everything is kept strictly confidential by Wessel. 


Wessel provides worldwide service: 


Wessel has been providing lotfery-services as a state accredited lottery 
agency on behalf of ten German states since 1893! 


All of our customers become a member of the Wessel Gold-Club. You can 
collect bonus-points while playing the NKL-lottery and exchange them 
later for high quality premium offers. There are no extra club charges! 


To order your ticket-combi for the 100th anniversary lottery, 
please fill in the attached coupon now and return it to us. You will receive 
your personal Document-Folder with the original tickets, the Official 
Winning Plan, your club card and our club-brochure immediately! 





L-A. Wessel, P.O.Box 501640 SoU 
D-22716 HAMBURG, GERMANY 18 esset, 
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WASHINGTON, DC 


_ Will new allegations of sexual adventures really hurt Mr Clinton this time? 


HE reason Bill Clinton has remained 

so popular, sleaze notwithstanding, is 
that all his peccadillos seemed to happen 
long ago. The wandering hands of the fresh- 
faced governor of Arkansas, it was thought, 
have nothing much to do with the present 
gravitas of the First Citizen of the United 
States. There were rumours, at Washington 
dinner parties and in one scurrilous book, 
of continued dalliances at the White House 
and in a nearby hotel; but these were only 
rumours. All this may be about to change. A 
former White House employee has de- 
clared, on tape, that she had an 18-month 
affair with Mr Clinton in 1995-96. Even 
worse, she says that the president and his 
friend, Vernon Jordan, encouraged her to 
lie about this under oath. If this is all true— 
and that is a big if—Mr Clinton could be 
impeached for obstructing justice. 

The story broke in January 21st's Wash- 
ington Post. The president responded with 
a statement saying he was "outraged" by 
the accusations that he had had an "im- 
proper relationship" with Monica Lewin- 
sky, the employee. Then his press spokes- 
man, Michael McCurry, faced the cameras. 
Question after question tried to tease more 
detail out of him. If there had been no im- 
proper relationship, one journalist asked, 
might there nonetheless have been a 
proper sexual one? Mr McCurry ducked, 
and ducked again when others pressed him 
to explain why he did not explicitly deny 
allegations of a sexual relationship. 

Then Mr Clinton weighed in himself. 
Rather than face the White House briefing 
room, he gave an interview to pss, the anti- 
sensationalist public television station, an- 
other to its radio equivalent, and a third to 
Roll Call, a newspaper owned by The Econ- 
omist Group. He used these appearances to 
go further than Mr McCurry had done: 
"There is not a sexual relationship," he 
stated. He also denied that he had asked 
Miss Lewinsky to lie to lawyers for Paula 
Jones, who is bringing a sexual-harassment 
suit against the president. Finally, he de- 
nied that he had instructed a friend to ask 
Miss Lewinsky to lie for him. 

If Miss Lewinsky's taped allegations 
turn out to be true, and Mr Clinton's deni- 
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als false, it is hard to imagine Mr Clinton 
surviving. It is not just a question of 
whether he had an affair. The issue is 
whether he obstructed justice—either by 
pressuring Miss Lewinsky to cover up for 
him, or by lying himself. On January 17th 
Mr Clinton was interviewed in private by 
lawyers for Paula Jones; according to the 
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Dark thoughts 


leaks, he denied under oath that he had had 
a sexual relationship with Miss Lewinsky. 
The turning point in the Watergate 
scandal came when Richard Nixon went 
on TV to declare, “I am not a crook”. Soon 
afterwards he was driven from power be- 
cause he had obstructed justice, and be- 
cause leaks to the Washington Post exposed 
this. When they first saw the Post on 
Wednesday morning, alleging a presiden- 
tial affair with a woman who (it turned out 
later) once lived in an apartment at the Wa- 
tergate complex, several Clinton loyalists 


feared their man would be impeached for 
obstructing justice too. By lunchtime, how- 
ever, they had grown more confident; or 
were at least pretending to be so. 

Their hope is based mainly on the no- 
tion that Miss Lewinsky is not a credible 
witness. On January 7th she submitted a 
sworn affidavit to Miss Jones's lawyers, de- 
nying she had had an affair with Mr Clin- 
ton. Either this was false, or her taped con- 
versations are false: either way, her flip-flop 
makes her a suspect witness. If Mr Clinton 
sticks firmly to his denials, he will have the 
advantage of consistency. His spin doctors 
will suggest that Miss Lewinsky's talk of a 
presidential affair was a young woman's 
boastful fantasy. Some White House staff- 
ers are already whispering, a bit too desper- 
ately, that she may be unstable. 

Mr Clinton's friends are bracing them- 
selves for more revelations. Some of the 
president's statements in self-defence have 
been worded suspiciously. He repeatedly 
used the present tense in stating that there 
“is not a sexual relationship", prompting 
some to ask whether there had been one 
previously. He dodged a question about 
whether he had had any conversation at all 
w:th Miss Lewinsky about her testimony to 
the Paula Jones lawyers, preferring to fall 
back on his formulation that he did “not 
urge anyone to say anything that was un- 
true." All this reminded cynics of candidate 
Clinton’s uncandid response to questions 
about marijuana: that he had not inhaled it 
(though he might have smoked it); that he 
had not broken American law (because he 
had smoked it as a student in Britain). 

By Wednesday afternoon, there were 
unconfirmed reports that Mr Clinton had 
left messages on Miss Lewinsky’s home an- 
swering machine; and that the White 
House secret service logs show that Miss 
Lewinsky often went there late at night. In 
all, there are said to be 17 tapes of Miss 
Lewinsky's conversations with Linda 
Tripp, a friend who made the recordings 
surreptitiously. As the contents of these leak 
out, more embarrassments may follow. 

As The Economist went to press, the 
White House received a subpoena for in- 
formation about Miss Lewinsky from 
Kenneth Starr, the independent counsel al- 
ready investigating other Clinton scandals. 
Mr Starr's investigation will keep the story 
in the news; and on January 23rd Miss 
Lewinsky was due to answer questions un- 
der oath from Miss Jones's lawyers. Mr 
Clinton may weather this scandal, as he has 
weathered others before. But perhaps he 
may not. 
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-realists 


WASHINGTON, DC 


66 E SHOULD be proud of our 
stand ... Remember, life begins at 
conception and ends at natural death.” So 
says Steve Forbes, a once-and-future Repub- 
lican candidate for the presidency. Then he 
adds, speaking of a past Republican presi- 
dent, “Let me say again how much I admire 
President Ford and how deeply it pains me 
to have to take issue with such a wonderful 
American.” 
5 Strip away the politeness and the real 
-. issue is clear. Steve Forbes and Gerald Ford 
.. take opposing views of the Republican di- 
= Jemma:how can the party oppose abortion 
and still win the presidency? This week 
marks the 25th anniversary of Roe v Wade, 
shorthand for the Supreme Court's ruling 
| that the constitutional right to privacy em- 
— braced a woman's right to decide whether 
or not to terminate her pregnancy. Yet at 
least a third of Republican activists would 
ike to amend the constitution to ban it, 
nd their voices grow ever louder. 
-. Hence last week's attempt, at the party's 
winter meeting in Indian Wells, California, 
to pass a resolution denying party funds to 
any Republican who fails to oppose late- 
term, or so-called “partial birth", abortion. 
Onevictim ofsuch a resolution would have 
been the New Jersey governor, Christine 
Todd Whitman, who received $15m in 
party funds in her re-election campaign 
last year. To the relief of the Republican 
leadership, worried that such a “litmus 
test” would alienate the electorate, the at- 
tempt failed. 
One clever move by the party chairman, 






wheel out in his support Henry Hyde, a se- 


- miorcongressman from Illinois whose anti- 


abortion credentials are impeccable (his 


amendment to ban federal funding of 


Medicaid abortions has been law since 
1978). As Mr Nicholson argued: “A great na- 
tional party must be in the business of com- 
munication, not excommunication." Or, as 

ex-President Ford later told the New York 
Times, "If we get way over on the hard right 
ofthe political spectrum, we will not elect a 
Republican president." 

In other words, the party must be a 
church broad enough to accommodate not 
just true believers but also agnostics—and 
even (witness the *pro-choice" minority, of 
whom Mr Ford is one) heretics. 

Yet the zealots, as Mr Ford calls them, 
will hardly fade away, muting their voices 
for the sake of party unity. One reason, as 
Tony Blankley, a former aide to Newt Ging- 





rich, puts it, is that "Christian conserva- 
tives, for better or for worse, don't appreci- 
ate the virtues of a big tent." Another reason 


is that they have enjoyed a lead in legisla- 


tive opinion ever since the Republicans 
captured Congress in the 1994 elections. 
The National Abortion Rights Action 
League (NARAL) reckons only 131 of the 435 
members of the House are now "pro- 
choice", and only 33 of the 100 senators. 
Since 1995, NARAL says, the “pro-choice” 
group has lost all but ten of some 81 votes 


on reproductive choice, and last year only a 


presidential veto staved off Congress's wish 
to ban late abortions. The American Civil 
Liberties Union gloomily predicts yet more 
attempts in the forthcoming congressional 


Session to attach a “gag rule" banning the 


provision of American money to any for- 
eign organisation practising or advocating 
abortion to a supplemental appropria- 
tions bill—favoured by the administra- 
tion—that would allow the United States to 
pay its dues to the United Nations and sup- 
ply extra funds to the IMF. 

But what gives the zealots their greatest 
hope is their reading of the opinion polls. 
True, two-thirds of Americans consistently 
agree that “women should have the right to 


choose to have an abortion" but, as a new. 
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study by Everett Carll Ladd and Karlyn 
Bowman of the American Enterprise Insti- 
tute points out, most Americans also be- 
lieve that abortion is morally wrong (two- 
fifths call it "murder") and they support 
laws that mandate waiting periods, spou- 
sal notification and parental consent, or 
that require doctors to inform patients of 
alternatives to abortion. After a 1992 Su- 
preme Court decision allowing the states to 
legislate on access to abortion, such laws 
now exist in most states (though many are 
being challenged by pro-choice groups). 

When the Republican anti-abortion 
hardliners put such popular ambiva- 
lence—the arı study notes that “most 
Americans are at once pro-choice and pro- 
life, just as they were in 1973"—together 
with medical advance, they may well spy a 
political opportunity. After all, graphic de- 
scriptions of late abortions can make even 
the most ardent of the pro-choice lobby 
turn squeamish. Gary Bauer, an anti-abor- 
tion activist who heads the Family Re- 
search Council, promises to make “this ter- 
rible procedure a central theme” in this 
year’s elections. 

Yet the hardliners would be foolish to 
overestimate the opportunity. There are 
some 1.5m abortions each year, and by the 
reckoning of the pro-choice advocates 
some 43% of American women have had at 
least one abortion. It surely makes doubtful 
electoral sense to categorise such women as 
murderers, particularly when the pro-life 
movement is already seen by many as hav- 
ing. dangerously extremist tendencies (last 
year 15 abortion clinics were bombed or 
burned, and in the past five years six doc- 
tors and clinic workers have been killed). 

Moreover, given the religious right’s op- 
position to sex education, the Democrats 
have a strong case when they say a ban on 
abortion would mean an inevitable return 
to the days of back-street butchery. They. 
also have a strong case when they argue that 
restricting abortion, for example by ban- 
ning late abortions, penalises the poor and 
the uneducated. - 

The truth, ye the Republican realists, is is . 





that it is economic factors—not moral 
ones—that decide elections. Last Novem- 
ber's victory by James Gilmore in the Vir- 
ginia governor's race was built not on his 
opposition to abortion (he deflected the is- 
sue by acknowledging the supremacy of the 
constitution at the same time as he called 
for legislation for parental consent), but on 
a pledge to get rid of car taxes. 

The problem is that a party needs its 
idealists as well as its realists, and it is the 
idealists who appeal most immediately to 
the party faithful. Last week, for example, 
Tom Bordonaro, a pro-lifer, won a Republi- 
can primary in California ahead of Brooks 
Firestone, a well-born pro-choice candi- 
date who had the endorsement of Newt 
Gingrich. Assume defeat for Mr Bordonaro 
when he faces the Democrat, Lois Capps, 
and Messrs Nicholson and Ford will feel 
vindicated. The message would be simple: 
the Grand Old Party needs to be grand 
enough to accommodate all views on abor- 
tion. Otherwise, it may find itself relying on 
Democratic mistakes, not Republican vir- 
tues, to regain the White House. 





California politics 
Good-bye DIFi 


LOS ANGELES 


FTER months of dithering, Dianne 
Feinstein finally announced, on Janu- 
ary 20th, that she will not run for the gover- 
norship of California. Ms Feinstein was the 
frontrunning Democrat, with $10m in 
campaign pledges, an impressive lead in 
theopinion polls and deep roots in Califor- 
nian politics, having served as mayor of 
San Francisco before becoming one of the 
state's two senators. She was also the only 
candidate for the office, Democrat or Re- 
publican, who possesses star quality. 

Ms Feinstein’s decision has disap- 
pointed Democrats nationally as well as lo- 
cally. The party had hoped to use her for- 
midable political clout to retake control of 
the country's most populous state. Califor- 
nia is poised for a substantial reapportion- 
ment of its congressional districts in the 
light of the next census, in 2000. Sherry 
Bebitch Jeffe, of the Claremont Graduate 
University, points out that the next gover- 
nor will play a vital role in shaping these 
congressional districts for the next decade. 
Given that California already accounts for 
52 congressional seats in Washington, the 
outcome of the reapportionment may well 
decide who controls Congress. Bill Clinton 
took this prospect seriously enough to 
phone Ms Feinstein to urge her to run. 

Ms Feinstein's withdrawal leaves the 
Democrats with only two serious candi- 
dates in the June primary: Gray Davis, the 
lieutenant-governor, and Al Checchi, a 
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She spurned the heavenly signs 


multi-millionaire businessman. Not much 
new talent is available. Leon Panetta, the 
most mentioned name, has difficult ques- 
tions to answer about Bill Clinton’s fund- 
raising techniques, and his four-year stint 
as White House chief of staff has left him 
without much support outside his former 
congressional district in Monterey Bay. 

Gray Davis and Al Checchi could 
hardly be more different. Mr Davis has de- 
voted his life to serving the Californian 
Democratic Party. Mr Checchi, a business- 
man with an estimated fortune of $550m, 
did not even bother to vote in four of the 
last six statewide Californian elections, in- 
cluding one for the job that he now covets. 
Yet their prospects are much more finely 
balanced than this might suggest. Mr Davis 
fought such a bitchy campaign against Ms 
Feinstein in 1992, likening her to Leona 
Helmsley, a fearsome hotel magnate, that 
her supporters may have difficulty rallying 
behind him. More important, with $4m in 
the bank, he has much less money than his 
rival, who has threatened to spend as much 
as $50m on getting elected. 

All this is good news for the Republi- 
cans, who have managed to unite behind 
Dan Lungren, the attorney-general. Repub- 
lican fortunes have been improving of late, 
thanks to a booming economy and the re- 
covering popularity of the current Republi- 
can governor, Pete Wilson. The coming 
Democratic bloodbath fills them with glee. 
But Mr Lungren, an outspoken conserva- 
tive who opposes both abortion and gun 
control, is by no means a shoo-in. And his 
party’s name is dirt with Latinos, who have 
grown from 7% of the electorate in 1992 to 
about 12% today. 

“People said to me, the sun, the moon 
and the stars were right”, Ms Feinstein ru- 
minated on Tuesday. Why did she decide to 
ignore these celestial signs? The most likely 





UNITED STATES 


reason is that she calculated that a vicious 
primary might have left her with too little 
money and momentum to rout Mr Lun- 
gren. Ms Feinstein knows better than any- 
body how bruising Californian politics can 
be. In the 1990 governor's campaign she fell 
victim to Mr Wilson’s sharp tongue. In the 
1994 Senate campaign against the equiva- 
lent of Mr Cecchi, Michael Huffington, she 
had to mortgage her house. 

Ms Feinstein may also have decided 
that she has a better chance of being chosen 
as Al Gore’s running mate in 2000 if she 
simply stays put in the Senate. The vice- 
presidency is worth California. 





Blacks and whites 


A cold reminder 


MEMPHIS 


HEN the Ku Klux Klan announced 

that it was going to hold a rally in 
Memphis over the Martin Luther King holi- 
day weekend, you could feel the city's reac- 
tion of weary helplessness. Most of those 
threatening the demonstration were not 
from Memphis, or even the South; they be- 
longed to Klan chapters in Indiana, Illi- 
nois, Wisconsin, Ohio and Maryland. They 
were coming south to Memphis, the place 
where King was assassinated 30 years ago, 
to challenge the city's hard-won measure of 
racial peace. 

The founder of the original Ku Klux 
Klan, Nathan Bedford Forrest, is buried in 
a Memphis park that is now used mostly by 
blacks. The Klan he created, after the civil 
war of 1861-65, was meant to protect white 
southerners from emancipated slaves and 
Yankee carpetbaggers. Forrest disbanded 
his Klan in 1869 because he feared that its 
violence was getting out of control. The 
organisation was reincarnated in 1915 in 
Stone Mountain, Georgia, by men inspired 
by the silent film *Birth ofa Nation", which 
romanticised the original Klan. 

Today, Memphis has more blacks than 
whites. The Klan members who turned up 
on January 17th had to ask a black mayor 
for permission to assemble, and a black 
chief of police for protection. Rows of po- 
licemen in riot gear lined the street, and 
others armed with Uzi submachineguns 
perched on top of the courthouse, where 
the American flag hung at half-mast. 

The occasion turned out to be modest 
in size, if not in passions. The police say 
about 500 anti-Klan protesters showed up, 
though the crowd—a mixture of black and 
white, young and old, some who had come 
for a peaceful protest and some looking for 
a confrontation—looked bigger than that. 
The total Klan turnout, members and sup- 
porters, was only about 55; they were 
dressed in white or black robes trimmed 
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Not quite the promised land 


with red, and carried Confederate flags. 

The movement in general is not in good 
shape. The Southern Poverty Law Centre in 
Montgomery, Alabama, which tracks the 
Klan, estimates that it has about 5,000 
members, down by about hal£in the past 15 
years. Many of its members have defected 
to even more militant fringe groups, such 
as Aryan Nation, which is based in Idaho. It 
is not even particularly strong in the South; 
numbers there and in the mid-west are 
about the same. The oddity is that the mid- 
west has relatively few blacks, and is there- 
fore not the Klan's natural turf. 

In Memphis the Klan began its rally, bi- 
zarrely, with a prayer for forgiveness; but 
then the mood changed. “The niggers are 
out of control in this country." one speaker 
said: “I never owned a slave, but I'd like to. 
White people in Memphis, you have to take 
your filthy fucking town back" Another 
parodied Martin Luther King’s “I have a 
dream” speech: “I have a dream that one 
day little white boys and little white girls 
will be playing in the parks and segregation 
will rule once again in this country.” 

Fortunately, most of the anti-Klan 
crowd could not hear what was being said; 
the Klansmen’s loudspeakers were poor, 
and most of their words were blown away 
in the cold wind blasting down the street. 
Still, the protesters pushed against the bar- 
riers and shouted their own obscenities. Vi- 
olence broke out when one Klan sym- 
pathiser, trying to distribute white- 
supremacist literature, got on to the 
protesters’ side of the barricade and ran 
into an anti-Klan group burning a Confed- 
erate flag. In seconds, the Klan supporter 
had been knocked to the ground and a cir- 
cle of people were stamping on him. 

Using tear gas and pepper gas, the po- 
lice then escorted the Klansmen to their 
cars in a storm of stones and beer bottles. 
Some frustrated young protesters found a 
pile of bricks and began to throw them into 
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windows along Main Street. But there were 
enough policemen to prevent the confu- 
sion turning into a full-scale riot. 

It was in Memphis, on the night before 
his assassination, that Martin Luther King 
delivered his “Mountain-top” speech. Al- 
though he himself might not see it, he said, 
the day of racial justice and harmony in 
America would come. “We, as a people, will 
make it to the promised land.” On this cold 
January afternoon in Memphis, the prom- 
ised land still seemed a distant prospect. 





Buying a gulp of 
the Colorado 


BIG HORN, WYOMING 


HE basin of the Colorado River cuts a 

huge, wriggling swathe across the west- 
ern United States. It covers 244,000 square 
miles of territory (632,000 square 
kilometres) and provides water to 25m peo- 
ple, 16m in southern California alone. Who 
gets this water, and why, obsesses the West. 
So much importance is attached to the dis- 
tribution of the rivers annual surplus of 
water that the decision is made by the secre- 
tary of the interior, no less. 

Two parties in particular scrutinise his 
decision: the states whose snow contrib- 
utes to the river's 14m-18m-acre-foot flow 
per year (an acre-foot equals 326,000 Amer- 
ican gallons, or about what two families of 
four people use in a year); and the user- 
states that siphon it away. These three 
lower-basin states—California, Nevada 
and Arizona—have much at stake. For 
years, California has sucked up not only the 
surplus water of Wyoming, Utah, Colorado 
and New Mexico, but also the surplus of its 
lower-basin neighbours, Arizona and Ne- 
vada, to feed its cities and farms. Fast-grow- 
ing Nevada, especially thirsty Las Vegas, 
wants its full allotment back; and more, if it 





can get it. Now it may be able to. 

Once the seven state legislatures have 
approved the plan, the Department of the 
Interior will allow exchanges of Colorado 
river water between lower-basin states. This 
will immediately benefit Arizona, which 
has been storing its unused portion of the 
Colorado’s water in underground aquifers. 
Under the proposed plan, it may now sell 
some of that water to Nevada. 

Water experts applaud the new policy, 
saying it puts a proper emphasis on con- 
servation: lower-basin states must now pay 
attention to the water they have, instead of 
plotting to get still more from the upper-ba- 
sin states. In particular, California will get 
no advance notice of surpluses until it 
stops wasting water in farming areas such 
as the Imperial Valley, and tries instead to 
reallocate that water to needy San Diego. 
Nonetheless, the phrase “water exchange” 
sends a shiver down the spine of the Rocky 
Mountain states. It sounds awfully like wa- 
ter-marketing, a concept that spawns night- 
mares in Utah and Wyoming. If it comes to 
a bidding war for water with California, 
these states know they lack the clout (not 
least in Congress) to compete; if their water 
were marketed, they reckon, they would 
never see it again. 

Those who like the new policy prefer to 
call it “water banking”. The new rules allow 
Arizona to bank the rivers water in aqui- 
fers for the Southern Nevada Water Author- 
ity. When Nevada needs the water, it takes 
out of the river its share, plus some of Arizo- 
na’s unused allotment, and issues a credit. 
In return, an Arizona water-user (say, the 
city of Tucson) pumps the same amount of 
Nevada’s water out of the aquifer under Ar- 
izona. Nevada pays all the costs. 

Arizona’s actions are politic rather than 
generous: it needs a market to justify stor- 
ing water it cannot use. California has not 
only been using Arizona’s spare water for 
decades, but has also been keenly eyeing 
the water that remains. (And it may be that 
Arizona, having outlined this deal with Ne- 
vada, will pursue a similar one with Cali- 
fornia.) Besides, Arizona needs money to 
help run the troubled 336-mile Central Ari- 
zona Project. This $4 billion canal, the larg- 
est and costliest water-transfer system ever 
built, takes its water from the Colorado, but 
ran at only 73% of capacity in 1996. 

When it comes to Colorado river water, 
it is high time the rules of the game were 
changed. According to a recent report spon- 
sored by the Western Water Policy Review 
Advisory Commission, of the ten American 
states that will grow fastest between now 
and 2025, five are in the Colorado basin. “It 
may be fair to claim”, says the report, “that 
the major period of settlement of the West 
did not occur in 1850: it is just now taking 
place.” And huge amounts of water will be 
needed to sustain it. 
cnet et a 
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THE EXECUTIVE PROGRAM 
June 1-July 10, 1998 © 


| This senior-level executive education program, ranked #1 by 

-p top executives in Business Week's Guide to the Best Execu- 

_ | tive Education Programs, is a challenging management 

{development experience based on participant-centered 

.]learning and built on a foundation comprised of the follow- 
jing three fundamental elements: 

| [* A highly integrated curriculum. 

-$e Team-oriented learning. 

-f Total faculty commitment. 








do MANAGING CRITICAL RESOURCES 
February 23-March 6, 1998 « May 4-15, 1998 « 


July 13-24, 1998 * October 12-23, 1998 


An intensive decision-oriented general management program | 
in which participants: 

{° Learn to develop the integrative perspective of general 
management through comprehensive case studies requiring | 
examination, understanding, and reconciliation of operating 

Issues. | 
* Enhance their capacities for examining and acting upon 
organizational issues and for influencing others to change. 
* Strengthen their abilities to work effectively in teams, 
analyze complex business decisions, and develop realistic 
plans. | 





© DEVELOPING MANAGERIAL EXCELLENCE: 
A PROGRAM FOR HIGH-POTENTIAL MANAGERS 
March 15-April 3, 1998 « November 1—20, 1 998. 


The issues, goals, and analytical tools of the major function: 
areas of management are developed and applied in settings. 
similar to the typical assignments faced in the workplace. ~ 
This program provides the participants with the tools 
necessary to meet the challenges of: i 
* Developing integrated functional area plans and allocating © 
corporate assets. | E 
* Building and managing teams effectively. LE 
* Developing influence in the absence of direct authority. © 


* Managing in new and unfamiliar situations. 


IN THE AMERICAS 
April 26-May 1, 1998 (Module I), Mexico 
June 21—26, 1998 (Module II), Canada 


() STRATEGIC EVOLUTION AND RE VOLUTION 


Developed by faculty representing the Darden Graduate l 
School of Business Administration, the Richard Ivey School. -$ 
of Business, the University of Western Ontario, and the 
Instituto Panamericano de Alta Direccion de Empresa d 
(IPADE), this unique and innovative program is designed to 
help executives develop successful strategies for expansion 

and integration in the Americas. 
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other meeting on Nazi gold, then 


— keep things from be 
. Mr Eizenstat took ori a challenge 


_¢a’s sanctions policy. 


P Fe RIED M CC RM CK DI E a A 


H: IS, says a ind — means him sel die ions wonié ES 
he likes meetings; he likes memos; he likes detail. He holds 
court with typed notes laid out on the table beforehim,astackof - 








manila folders by his side, pen cocked, voice bureaucratic. His 
idea of fun, says a member of his staff, is to read and underline 


briefing papers. But he is no ordinary: drone. He is, in the words 


of another colleague, “a national treasure”. 
The treasured wonk is Stu Eizenstat, the number foil at the 


State Department. Whenever a tough foreign-policy i issue pops » 
up, there is a good í chance that Mr Eizenstat will be sent off to fix 


it. In the space of four weeks at the end of last year, he led the 
American team at an economic summit in Qatar, then went to a 
meeting in Brussels, then repre- - 
sented America at the London 
conference on Nazi gold, then 
spent 30 hours in Washington to 
attend a summit with the Euro- 
pean Union, then flew to the cli- 
mate. conference in. Kyoto, then - 
got back to Washington for two 
days, then went to Zurich for an- 


went to Israel. This month, just to 
coming dull, 





arguably tougher than any of the 
rest: he set up a State-Department 
task-force to make sense of Ameri- 


Sanctions have recently come 
to seem the tool of choice in for- 
eign policy. During the cold war, 
the big task of containing com- 
munism was done mainly with 
tanks and nukes: from 1945 until 
the break-up of the Soviet Union 
in 1991, America imposed sanc- 
tions less than once a year on average. Now, deprived ofa single 
overarching threat, Americans worry about a range of lesser 
ones. Few warrant the use of force; all exercise some Washington 


constituency enough to generate pressure for action. And so, on 


Mr Eizenstat’s count, America resorted to sanctions 61 times be- 
tween 1993 and 1996-3 frequency 15 times greater than during 
the cold war. See 

Up toa point, this i is fine. In the past, western sanctions 
risked driving target countries into the arms of the Soviet block; 
these days, Russia can be persuaded to go along with sanctions 
on pariahs. like Iraq, so they are more effective. But the rise of 
sanctions also reflects troubling trends. Single-issue activists, in- 
censed by human wrongs in Burma or religious persecution in 
Tibet, increasingly drive American foreign policy. Congress, re- 
flecting the influence of activists, is more likely to enact sanc- 
tions laws that denounce this and penalise that, so restricting the 





2 president's autonomy in foreign policy. During the cold war, ac- 







tivists and congressmei n inevitably deferred to the president. 
Now America’s for policy i is a free-for-all, and i is therefore 
liable to be less coherent. ~ 

More worrying still, America often imposes ‘sanctions in 
cases where Russia and even close allies do not support such 
action at all, such as Iran and Cuba. Again, this reflects the pass- 
ing of the Soviet threat. In the past, America could not afford to 









alienate any of its more aperiam allies. Now, as people around - 


cost to America of taking sanctions against each injustice that it 





Jab edd intone the proposition that the United States is die. 
world's only superpower, it is therefore tempted to pursue for- 
eign-policy goals all by itself. On Cuba and Iran, it has gone fur- 
ther still: ithas imposed embargoes that Europeans and Canadi- 
ans think unwise, then threatened to slap sanctions on those 
allies if they take advantage of American policy by grabbing 


deals or (in Cuba) using expropriated American property. 
Both single-issue activism and the casual treatment of allies 
can hurt America. The single-issue crowd fails to consider the 


cares about. If you sanction China for suppressing religion, you 
may encourage it to retaliate against America's allies in the re- 
gion. The cost can be economic, 
too: the President's Export Coun- 
 cil.estimates that, in 1995, sanc- 
tions deprived America of be- 
tween $15 billion and $19 billion 
in export sales, a loss affecting 
some 250,000 workers. 
| The cost to America of annoy- 
ing allies is less direct but still con- 
siderable. Last year Mr Eizenstat 
undertook the task of calming Eu- 
 ropeans incensed by the Cuba 
and Iran sanctions: he flew 
50,000 miles in six months, and 
collected *enough scars to last 
several lifetimes", as he puts it. 
The Europeans threatened to 
lodge a complaint against Amer- 
ica before the World Trade Orga- 
nisation; a full-blown trade war 
was avoided only because Amer- 
ica agreed not to invoke most of 
the third-party Cuba sanctions for 
the time being. But America is still 
| pondering whether to take action 
apace a consortium of Russian, Malaysian and French firms 
that have invested in Iran’s gas sector. 

Mr Eizenstat understands sanctions’ various costs as well as 
anyone in Washington. A former ambassador to the Eu, he sets 
great store by good relations with the Europeans, and has no 
time for the idea that Asia has supplanted Europe in impor- 
tance. A former under-secretary for commerce, he knows the im- 
portance of exports. Hence Mr Eizenstat's new campaign to im- 
pose order on sanctions. He does not propose to abandon this 
tool. Mr Eizenstat applauds sanctions on Iraq and on the Serbs 
particularly. Instead, the goal is to weigh the gains against the 
costs—an elementary point, perhaps, but not one that Washing- 
ton's sanctioneers have yet properly absorbed. 

The exercise should establish one important fact: American 
sanctions do not work unless other big economies support them. 
This does not necessarily mean that such sanctions are wrong or 
unjustified; the motives ofthose who oppose them may warrant 
inspection too. But it remains true that the symbolic value of 
sanctions is lost if America's policy is criticised by its own allies, 
and their economic impact is lost if other countries do the deals 


. that America withdraws from. This is why Mr Eizenstat's sanc- 
tions task-force may turn out to matter greatly. By dint of memos, 


meetings and detail, the task-force may do more than improve 


- America'ssanctions policy. It may improve America's sense efi its 


proper role in the world: to lead, but not to march alone: | 
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THE AMERICAS 


The dead of the dirty wars 
come back to life 


BUENOS AIRES AND SANTIAGO 


In the 1970s and 1980s, Latin American military regimes detained, tortured 
and killed thousands of dissidents, real or alleged. Few of the criminals have 
been punished. In Argentina, elected presidents have chosen to let the past 
bury its dead; in Chile the continuing power of the ex-dictator left them little 
choice. But now the ghosts of the past are walking again 


LFREDO IGNACIO ASTIZ is guilty of 
murder. Some of his past he admits. 
Not from a prison cell, though: until a week 
ago, this former captain in the Argentine 
navy was walking the same streets as the 
surviving relations of his victims, risking 
abuse and assault, it’s true, but free—and, as 
he has just shown, unashamed. 

At least 15,000 people were killed or 
"disappeared" in the “dirty war" con- 
ducted by Argentina’s military juntas of 
1976-83; some say 30,000. With the return 
of democracy, some junta members were 
jailed. But in the name of national recon- 
ciliation—and at times under threats of 
mutiny—the new, elected president, Raul 
Alfonsin, in 1986 had a law passed to limit 
prosecutions, and in 1987 another that 
made “obeying orders” a valid defence for 
those who did face them. His successor, 
Carlos Menem, in 1989 and 1990 par- 
doned virtually all concerned in the dirty 
war, some left-wing guerrillas and all the 
jailed junta members among them. 

Their victims were not forgotten, how- 
ever. To this day the “mothers of the Plaza 
de Mayo” demonstrate in that square be- 
fore the presidential palace, demanding 
the truth about their vanished children. 
And the scars were ripped wide open in 
1995, when a repentant former naval offi- 
cer, Adolfo Scilingo, spoke publicly of the 
way dissidents were dumped, drugged but 
alive, from naval aircraft into the sea. 

President Menem at first reproved him, 
but swiftly changed his tune. Later, General 
Martin Balza, the army commander since 
1991, apologised publicly for his force's 
past. The navy has not done so, and this 
month, when some opposition congress- 
men tried to get Mr Alfonsin's laws re- 
pealed, the high commands of both navy 
and air force attacked the idea. And while 
Mr Scilingo was in Spain, telling judges 
there about the “disappearances” of Span- 
iards under the juntas, Mr Astiz, a notori- 
ous dirty-war figure—though no nastier 
than many others—came out fighting. 
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Talking to Trespuntos magazine, he crit- 
icised General Balza and damned Mr Scil- 
ingo as a “traitor”. Though denying that he 
himselfhad tortured anyone, he readily ad- 
mitted his role in identifying victims who 
were then tortured and disappeared. And 
he defended it: he and others, he said, had 
been cleaning Argentina of guerrillas, the 
best means to create an atmosphere where 
democracy could survive. 

Even more provocative to media still 
smarting from the mysterious murder of a 
press photographer a year ago, he warned 
journalists—directly referring to that mur- 
der—not to push people like him too far for 
the still unrevealed details of thousands of 
"disappearances". Let the past lie, he said, 
or else: he and his comrades were men 
trained to kill and, were they shoved, he 
"did not know how they would respond.” 

For once united, President Menem, op- 
position leaders and human-rights groups 
called on the navy to punish Mr Astiz. Re- 





Astiz—quite an angel, in the past 


tired by a reluctant navy in 1996, he still 
draws a pension from it and is subject to 
naval courts. He was put under 60 days' ar- 
rest—in some comfort, it is said, unlike his 
past victims. Supposedly, he was to be 
closely interrogated. 

About what, exactly? In his days as a de- 
fender of democracy, Mr Astiz, now 47, was 
nicknamed "the angel of death" for his blue 
eyes and then boyish good looks. He infil- 
trated leftist and other groups, and identi- 
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fied hundreds of people to be dragged to 
the navy's detention centres. France wants 
him—indeed has convicted him in absen- 
tia—for the murder of two French nuns; 
Sweden for the death of a Swedish-Argen- 
tine teenage girl (^not me", he says, though 
he admits knowledge of the affair). But in 
his own country the ex-captain, thanks to 
those 1980s laws, is in the clear. 

His enemies want him jailed for life, 
and said so forcibly—eggs included—this 
week when he was summoned to tell a civil 
court about the disappearance of a promi- 
nent guerrilla in 1977. It is hard to see how 
they will get their way. The government 
wants the navy to expel him. But his only 
offence, in naval eyes, seems to be that he 
spoke out of turn; he may face a charge of 
talking to the press without prior approval. 

Why he did so is unclear. He claims he 
did not know he would be quoted. One the- 
ory points to Mr Menem's decision this 
month to have a notorious former 
naval detention centre pulled down 
and replaced with a park and monu- 
ment. Was Mr Astiz—supposedly in 
collusion with Admiral Emilio Mas- 
sera, a former junta member par- 
doned by Mr Menem—trying to 
whip up naval hostility to this plan? 
That seems far-fetched; human- 
rights groups were already urging Mr 
Menem to leave the school standing 
as a museum, or at least a memorial, 
of the brutal past, and they are now 
more likely to be heard. 

Mr Astiz has given fresh fuel to 
those who want the 1980s laws re- 
pealed. But the interior minister, 
Carlos Corach, though condemning 
him, says flatly it cannot be done. To 
try might raise more than hackles. 
Mr Astiz told Trespuntos that old 
comrades-in-arms still seek his ad- 
vice, and more than once have asked 
him to lead a revolt (^I refused") against the 
government. Maybe he was boasting. But 
the rumblings from the navy and air force— 
plus a warning from the chief of the joint 
general staff against "reviving old con- 
frontations"—cannot just be laughed aside. 


Pinochet digs his heels in 


In Chile too, the ghosts are walking. Indeed, 
the main one is solid enough and never 
went away: General Augusto Pinochet. 
Democrats of the centre-left have governed 
Chile since 1990, but they are still con- 
strained in some important matters by the 
constitution drawn up by the general dur- 
ing his 16'2 years (1973-90) of dictatorship. 
The constitution has allowed him to 
stay on as army chief, though by March uth 
even he must retire, after 24 years in the 
post. However, having been Chile's presi- 
dent for longer than six years, he is then en- 
titled to a new role as an unelected senator- 
for-life. And there the trouble has begun. 
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The ex-dictator Waves, but not goodbye 


General Pinochet is 82, and showing his 
age, but far from ready to fade away. On 
January 16th he cost President Eduardo 
Frei his defence minister. The minister, 
Edmundo Perez Yoma, had arranged a deal 
under which General Pinochet and four 
other senior generals would leave the army 
on January 26th, on the eve of Chile's quiet 
summer-holiday period. The deal came un- 
stuck. Apparently rattled by a threat by five 
backbench congressmen from the ruling 
Christian Democratic party to start im- 
peachment proceedings against him, Gen- 
eral Pinochet changed his mind. At a re- 
portedly tense meeting on January 15th, he 
told Mr Frei that he and his four senior 
commanders would remain in their posts 
until March 11th. It was Mr Perez Yoma, 
who had been planning to go in March, 
who resigned next day. 

No one seriously doubts that General 
Pinochet will step down by the due date 





» 


and, against noisy hostility, will take up his 
Senate seat. To his supporters, that is sim- 
ply fair reward for the man who barred the 
road to communism and laid the founda- 
tions of an economic *miracle". The gen- 
eral has fulfilled all his constitutional com- 
mitments, and there is "no reason" to ob- 
struct his entry to the Senate, says Carlos 
Caceres, who was the last interior minister 
of the military regime. 

Others see it differently. *He should go 
to prison, not the Senate,” says Sergio Bitar, 
a pro-government Socialist senator who 
was held in a prison camp by the military 
regime for a year, and then exiled for ten 
more. On January 20th, a civilian judge 
agreed to hear a charge of "genocide" filed 
by the Communist Party against the gen- 
eral. Indeed, joining the Senate is the only 
way he can maintain immunity against 
prosecution for offences carried out during 
his days of power, when at least 3,000 civil- 
ians were murdered or "disappeared". 


Even so, that will require some tricky ma- 
noeuvring to prevent lawyers filing their 
suits before he actually takes his seat. 

Anxious not to antagonise the armed 
forces and the right, the government has re- 
buked General Pinochet's accusers. But al- 
ready the affair has underlined that civil- 
military relations in Chile are far from the 
democratic norm. And it has reopened 
some deep wounds in the body politic 
which many liked to fancy had been healed 
in the eight years since the dictatorship. 

In Chile, unlike Argentina, the armed 
forces negotiated their retreat from power. 
General Pinochet called a plebiscite in 
1988, hoping to legitimise his continued 
rule. He lost, allowed elections in 1989, 
which his friends lost, and in March 1990 
handed the presidency on to the elected 
Patricio Aylwin. But the armed forces re- 
tained some large political powers. The 
president has not the right to sack his mili- 
tary commanders at will. The 47- 
member Senate includes nine mem- 
bers chosen by the institutions of 
state, four of these by the National 
Security Council, dominated by the 
military commanders. So Mr Frei 
currently has no majority in the Sen- 
ate; which not only dooms to failure 
any attempt to impeach General 
Pinochet (and so probably means 
there will not be one), but has also 
frustrated the president's repeated 
efforts to change the constitution. 

Till now, many democrats have 
accepted all this as the price for re- 
covering democracy. But some also 
expected democratic governments 
to achieve wider change, not least in 
the matter of punishment for past 
human-rights offenders. Most have 
immunity under an amnesty pro- 
mulgated by the military junta in 
1978, which later governments have 
not attempted to overturn. Instead, Mr Ayl- 
win set up a "truth commission", to estab- 
lish what had happened to the dead and 
disappeared, but not to pick out the guilty 
by name. Only a handful of people have 
ever been punished (notably, General Man- 
ual Contreras, General Pinochet's intelli- 
gence chief), but some low-ranking officers 
may yet face trial. 

General Pinochet at first vowed to go to 
the Senate *to defend his troops", while 
threatening to use secret intelligence files 
against his detractors. Last week he was 
more conciliatory, saying he would act as 
“a friend to all Chileans”. In fact, Senator 
Pinochet may find uncongenial a life in 
which others talk back rather than obey or- 
ders. But as long as the human-rights issue 
remains alive—and it is more so now than 
for years—and as long as he remains at the 
centre of events, political debate will con- 
centrate on the past rather than the future. 
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Welcome to Havana, Your Holiness 


E FLEW in, he kissed a tray of Cuban 

soil, he sat through a warm address 

| of welcome, brief by Fidel Castro's stan- 
| dards if long by any others, he returned 
compliments, and then John Paul II was 
down to business: masses in three provin- 
cial cities on Thursday, Friday and Satur- 


day, to climax in a vast celebration of 
mass—all to be televised live, despite offi- 
cial Cuban fears that the power supply 
would not stand it—in Havana's Revolu- 
tion Square on Sunday. But what exactly 
did the pope hope to achieve? 

Of the 80-odd foreign visits of his pa- 


pacy, this was maybe the most publicised, 
preceded by hype worthy of the second 
coming and watched by 3,000 foreign 
journalists on the island (though not all 
who had hoped to watch it: the regime 
had shut out some it thought unfriendly). 
The non-communist world knew what it 
wanted: firm words on freedom and de- 
mocracy, a papal shaking, like the one 
John Paul several times gave Poland's for- 
mer communist rulers, which in time 
would bring the creaking edifice of Cas- 
troism tumbling down. Mr Castro knew 
that too, and had gone to great length, in 
contrast, before the pope arrived, to tell 
Cubans that he and the pope were on the 
same side against poverty, hunger, im- 
perialist exploitation and the American 
embargo. No way, he told his visitor at the 
airport, would Cuba change its views: 
"The revolution, like the church, has 
many martyrs." But the pope himself? 

One answer came soon. Replying to 
his host, he urged Cuba to open to the 
world, and vice versa. That answered 
wider queries. If this was a purely pastoral 
visit, as the Vatican had suggested, John 
Paul has a broad view indeed of a shep- 
herd's duty to his flock. And no churchly 
modesty about leaving what others might 
think Caesar's duty to Caesar. 





Losing, badly 


GEORGETOWN 


HE People's National Congress (PNC) 

lost Guyana's presidential and par- 
liamentary elections on December 15th. Ja- 
net Jagan and the ruling People's Progres- 
sive Party (PPP) won them. Predictably, the 
PNC howled “Fraud!” Less predictably, the 
how! was unjustified. No matter: PNC writs, 
demonstrations, riots and somebody’s odd 
grenade flew. Now the bad losers have been 
bought off. And, altogether predictably, the 
real loser has been ballot-box democracy. 

Not that democracy is deep-rooted in 
this former British colony on South Ameri- 
ca’s Caribbean coast. The British installed 
the PNC in 1964, then went home, leaving it 
to rule, badly, until it was kicked out in the 
first tolerably free election, in 1992. And 
now, as in the 1960s, the parties are divided 
by race: the PNC is mainly Afro-Guyanese, 
the PPP mainly Indo-Guyanese. 

Still, the campaign and voting were free 
and fair enough, a team of Commonwealth 
observers had said. The count, it is true, was 
a mess. But the main trouble was in the re- 
gion that includes Georgetown, the capital, 
where most voters are Afro-Guyanese—and 
most electoral officials. With a count of 55% 
for the PPP, 41% for the PNC, fraud would 
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have had to be large. And the small swing to 
the government was credible enough: Guy- 
ana’s economy was stumbling in 1992; it 
has recently seen 7% growth. A team from 
the Organisation of American States said it 
had heard of no significant fraud. 

The PNC was not listening. It main- 
tained its charge against the Elections Com- 
mission of “unpardonable incompetence 
or massive fraud”. And when the chief jus- 
tice on January 12th rejected, as beyond her 
powers, a challenge to the result, its follow- 
ers rioted and looted in Georgetown. Some 
200 Indo-Guyanese were pulled from 
minibuses, beaten, robbed or thrown into 
drainage canals. The government banned 
demonstrations. Next day the PNC's leader, 
Desmond Hoyte, led 20,000 supporters 
through the streets. The government was il- 
legal, he said; no need to obey it. 

This week a mission from the Carib- 
bean Community arranged a deal. The gov- 
ernment agreed to a “forensic audit" of the 
election, a review of the constitution with- 
in 18 months, and elections within three 
years, two years earlier than normal. Mr 
Hoyte, though he unblushingly blames the 
ruling party for the rioting and the gre- 
nades—one in a pro-government television 
station, where a security guard was fatally 
injured, another in the country's main ho- 
tel—agreed to turn down the heat. 

Yet there is no obvious way out of the 
real trouble, which is not the PNC but the 


mixture of the ballot-box and race. Indo- 
Guyanese being the largest group, the PNC 
is likely always to come second in any elec- 
tion, however free. But it wins in George- 
town, where its supporters find it hard to 
believe they can be outvoted overall by ru- 
ral Indo-Guyanese. The overt racism di- 
rected against Mrs Jagan—the white, Ameri- 
can-born, widow of the man who, if any- 
one, won Guyana its freedom—is merely a 
subtext of this story. 

The story will go on. An election audit 
may offer some but probably little backing 
for Mr Hoyte's cries of fraud. The constitu- 
tion—written by a PNC government to suit 
itself in 1980—makes life hard for opposi- 
tion parties, and should be amended; a re- 
view was already in progress before the 
elections. But the ppp has little to fear from 
an early poll. Unless it governs spectacu- 
larly badly, the racial vote will give it— 
probably led by Bharrat Jagdeo, the young 
finance minister—another victory in 2001. 

The PNC cannot easily overcome that 
obstacle, but it could try. Mr Hoyte won his 
first portfolio in 1969. In 1985 he led the 
PNC to victory (with 79% of the vote...) 
and ran Guyana for seven years—better 
than his PNC predecessor, the little la- 
mented and merrily nationalising Forbes 
Burnham, but with no vast success. He is 
proud that 60% of his party's candidates 
were under 45. He is 68. Is there a lesson? 
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Tt ae poder that the United States hoped to impose on n the factious Middle East is 


- crumbling in the face of Israeli i intransigence and Arab suspicion 













B JAX Americana came to the Middle East 
-with the end of the cold war in 1989 and 





li peace, and the expansion of 


ndo o 

st that Iraq's leader, Saddam 

as survived prolonged siege 

| shouting from Baghdad's 

: pets (tossing down the occasional _ 

E as to show how cruelly his people 

_ Suffer). Nor is it just that Israel's cur- 

“rent hardline government kicks dust 

- 4n everyone's eyes, undermining pros- 

. pects for peace and economic co-oper- 

- ation in the process. The trouble runs 

. deeper. America's Arab allies are be- 

: ginning to question the motives that 

. justify, and the methods that sustain, 

| the order that America imposed. | 

^ ^ Countries that bolstered western 

: might during the Gulf war—such as 

Egypt, Syria and the United Arab 

.Emirates—are now finding it increas- 

ingly hard to support sanctions 

_ against their neighbours. Palestinians | 

and Jordanians who stuck out their 

“necks to sign American-sponsored 

treaties with Israel are struggling to 
counter charges that they have short- 
changed their people. And regimes 
that the United States has long 
shunned—Libya, Sudan and Iran—are 
reaping the rewards of growing anti- 
American sentiment by being cau- 
tiously welcomed back into the fold. 

"The regional situation is not very 

encouraging,” says Egypt’s foreign 
minister, Amr Mousa, with diplo- 
matic understatement. “The strategic 
vision ... has weakened significantly.” De- 

_ spite the $2.1 billion of American aid that 

 -Egypt gets each year, this crucial American 

“ally finds itself at odds with a range of 

. American policies. 

.. At the top of the complaint list comes 

"the peace process. In Arab eyes, America’s 

-credibility as honest broker hinges on the 

ton administration's ability to press Is- 





















ulf war seven years ago. It looked 
a time. Today its pillars—the dual 
‘Iraq and iran, the pursuit 


nomic co-operation—are sink- 


rael into carrying out its treaty commit- 
ments (see next story). Yasser Arafat, the Pal- 
estinians’ leader, is not alone in predicting 
a swift eruption of violence should Amer- 
ica fail to extract Israeli compliance. 
However toughly President Clinton 
may have talked to Binyamin Netanyahu 
this week, it escaped no Arab's notice that 
the Israeli prime minister's visit coincided 





with the delivery of long-range American 
fighter-bombers to Israel. Arab ire had al- 
ready been raised by the joint Turkish-Is- 
raeli-American naval exercise early this 
month. The search-and-rescue operation 
was small-scale and well padded with dip- 
lomatic excuses. But this did not cancel the 
impression that it was geared to show to 
Syria and its protégé Lebanon—which are 
Israe's only neighbours not to have 





can military backing for Israel heightened 


pared to enforce an Israeli vision of re 







reached some form of settlement—that th : 
are outgunned and surrounded. 

Coming at a time when most regiona 
governments (except for ostracised. Irar 
and Iraq) profess peaceful intentions. to 
wards Israel, the renewed show of Ameri- 























































Arab suspicions that America might be pre- 


gional security rather than a "just" regional 
compromise. Egypt, for one, says it woul 
not be party to such a solution. “Coax 
the Palestinians into a trap is not part of th: 
Egyptian role,” declares Mr Mousa. 
. Arab attitudes to sanctions against Ir 
and Iran have to be seen in this co 
Iraq's poison gas and Iran's missiles wo 
you might think, be regarded as a threa 
their immediate neighbours. But for 
foreseeable future neither state is con 
ered likely to launch hostilities. I: 
on theother hand, retains nuclez 
chemical weapons with sophisticat 
delivery systems. And its defiance o 
two Security Council resolutions (242 
calling on it to withdraw from the 
West Bank, Gaza and Golan; and 425, 
to withdraw from south Lebanon) ha 
lasted foryears without America pron 
ing indignant. 
The deep loathing that Arab gov 
ernments have for the current Iragi ré 
gime ensures that none is likely t 
break ranks for the time being. Bu 
public pressure to relieve the siege i 
mounting. Arab. doctors and enter 
tainers have been swarming to Bagh 
dad to show their solidarity. A drive ir 
the United Arab Emirates for mone 
for Iraqi children raised $2m in jus 
two days. The UN's weapons insp 
tors have signally failed to convin 
most Arabs of the seriousness of th 
mission. Iraqi public relations ha 
been far more effective. If it were no 
for Mr Hussein's monumental blun- 
ders—such as the hanging of four Jor- 
danians in December for smuggling— 
sympathy for the plight of Iraqis could 
easily turn into public disorder: in 2 
Arab cities. : 
From time to time, Arab govern- 
ments find their interests colliding with: 
America’s. For instance, America slapped 
unilateral trade embargo on Sudan last No- 
vember just as Egypt was warming its pre 
ously chilly relations with Sudan's. isla 
regime. The United States has shoy 
creasingly open backing for the. reb 
Sudan’s civil war. But Egypt, conc 
ensure the flow of Nile water, is a ¢ 
the possibility of southern secess 
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Sudan's Muslim north. In the interest of a 
stable Sudan, it is even prepared to over- 
look its government's alleged complicity in 
the 1995 attempted assassination of Presi- 
dent Hosni Mubarak. 

In times past, countries such as Egypt 
would have turned to the Soviet Union to 
counterbalance American influence. That 
option has gone. Even so, the build-up of 
Arab resentment does not bode well. “The 
recurring tragedy of American policy", 
writes Mahmoud Awad, an Egyptian col- 
umnist, “is ... its complete insensitivity to 
peoples’ accumulated bitterness.” 





America and Israel 


Loves me, loves 
me not 


WASHINGTON, DC 


HINGS are not quite as they were. Bin- 

yamin Netanyahu, summoned to 
Washington this week for talks with Bill 
Clinton, was denied customary honours, 
including a “working lunch” with the pres- 
ident (he had to make do with a snack with 
Vice-President Al Gore). And when he was 
called back for a second late-night con- 
versation on January 20th, the president 
apparently let him feel the rough side of his 
tongue. Not what Israelis expect. 

Since America's president has the ex 
officio role of Middle East peace-broker, Mr 
Clinton is infuriated with the Israeli gov- 
ernment's refusal to follow through the ac- 
cords signed in 1993. On Mr Netanyahu's 
last visit to the United States in November, 
Mr Clinton refused to meet him, even 
though they were both in Los Angeles on 
the same day. Adding urgency to the presi- 
dent's exasperation are the warnings from 
the Palestinians’ leader, Yasser Arafat 
(whom Mr Clinton was due to see on Janu- 
ary 22nd), that Israel's attitude risks provok- 
ing a new intifada, or Palestinian uprising. 

At the heart of the debate is Israel’s re- 
luctance to carry out the three “redeploy- 
ments” from the West Bank that had been 
promised. The size, number and condi- 
tions of these redeployments are all a mat- 
ter of controversy. Mr Netanyahu is said to 
be prepared to offer the Palestinians some 
10% of the territory, to add to the 27% they 
have now. But that would be that, until 
there was a “final settlement”. And even for 
this small one-time concession, the Israelis 
have laid down a list of conditions. One of 
these, that the Palestinians should hand 
over terrorist suspects for trial and impris- 
onment in Israel, is a demand they will 
never agree to. A second condition, that the 
Palestinians formally abrogate clauses in 
their charter that call for Israel's elimina- 
tion, is easier to do something about. 
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Mr Clinton seems to have made it clear 
that he does not accept Israel's contention 
that the Palestinians must carry out their 
"commitments" before anything else hap- 
pens. But is Mr Netanyahu listening? His 
mind is on his own precarious coalition. 
The hardliners' hold over the prime minis- 
ter may have been increased this week by 
the death of the leader of the National Reli- 
gious Party and his probable replacement 
by a minister even further to the right. 

Moreover, Mr Netanyahu, who was 
once a diplomat in the United States, 
knows better than most how to play the 
American political game. Anticipating the 
chill from the White House, Mr Netanyahu 
went first to where he was sure of a wel- 
come: a Christian-Jewish “Voices United 
for Israel" rally, featuring the Rev Jerry 
Falwell, founder of the Moral Majority. Af- 
ter that, he had a warm meeting with Newt 
Gingrich, the Republican speaker of the 
House. By the time Mr Netanyahu joined 
Mr Clinton for their second, unscheduled 
meeting, he had neatly sandwiched the 
president, vice-president and the secretary 
of state, Madeleine Albright, between 
friendly evangelists and appearances on 
talk-shows. 

The end effect is to remind Mr Clinton, 
and even more his heir-apparent, Mr Gore, 
that the Democrats cannot assume that the 
votes (and money) of America's Jews are 
automatically theirs. But nor can Mr Net- 
anyahu assume their automatic support. 
Several of the advertisements placed by 
Jewish groups in this week's New York 
Times have been only lukewarm. And 
whileopinion polls show that two-thirds of 
America's Jews would object to America 
taking a confrontational approach with Mr 
Netanyahu, a similar proportion accept 
that disagreement between Israel and 
America is inevitable. 

Nothing concentrates Israeli minds 
more than the possibility of a genuine fall- 
ing-out with America. As a columnist in 
Haaretz a leading Israeli newspaper, 
pointed out this week, the Israelis may be 
evenly divided over the peace process but 
they are not divided over Israel's overriding 
need to maintain its alliance with America. 
If Mr Netanyahu were seen to be endanger- 
ing that, his standing would plummet. 





Lebanon 


Television hush 


BEIRUT 


B was once the capital of Arab 
journalism, its newspapers much live- 
lier and freer than others in the Levant. The 
civil war, from 1975 until 1991, swept all 
that away. Gradually, the centre of gravity 
shifted to London, where some formerly in- 





We protest against censorship and... 


timidated journalists and their publishers 
resettled. But as the press withered, televi- 
sion flourished, every two-bit militia set- 
ting up its own station. At the height of the 
war, Lebanon, with 3m people, had 50 
channels, lively and free. Now peace is 
threatening to strangle Lebanon's televi- 
sion as surely as the war did its papers. 

Earlier this month the government an- 
nounced it would no longer allow broad- 
casting of news and political programmes 
by satellite. This marks a critical stage in the 
government’s long fight to control televi- 
sion. It first proposed a law to regulate 
broadcasting in 1994, arguing that a pleth- 
ora ofunlicensed stations was neither com- 
mercially nor technically possible. The op- 
position cried foul, pointing out that the 
laisser-faire authorities did not interfere 
with the market in other sectors. The politi- 
cians, said critics, had simply made a pact 
to take control ofthe air waves themselves. 

And this, indeed, seemed true when the 
law was passed in 1996 and the govern- 
ment decided to award just six licences. 
Four of these went to bidders with strong 
links to Lebanon's Sunni Muslim prime 
minister, its Shia Muslim speaker of parlia- 
ment, its Orthodox Christian deputy prime 
minister or a Maronite Christian cabinet 
minister. With the state-run channel, Télé- 
Liban, also under the government's thumb, 
only Hizbullah's station could claim to be 
independent of the powers-that-be. 

But with a cabinet as factious as Leba- 
non's, not even this cosy carve-up could 
keep a lid on controversial programmes. 
Over the past two months, the two Chris- 
tian stations have been airing a series of in- 
terviews which Rafiq Hariri, the prime 
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Fishing for gas, sturgeon and influence 


TEHRAN 


Competition and American sanctions frustrate Iran in the Caspian 


RAN and the Soviet Union once had 

the Caspian Sea to themselves, amica- 
bly dividing its precious caviare. The two 
knew the sea contained mineral wealth 
but neither did much about it. This happy 
state of affairs ended when the Soviet 
Union broke up in 1991, and three addi- 
tional littoral states—Azerbaijan, Turk- 
menistan and Kazakhstan—emerged. At 
around the same time it became evident 
that the sea lies above huge un- 
tapped oil and gas reserves, sec- 
ond only to those that lieunder 
the Gulf. 

These developments have, 
so far, brought Iran no profit 
but much anxiety. Sitting on 
the deep side of the inland sea, 
Iran is assured of a better class 
of sturgeon egg but is denied 
easy access to the 200 billion 
barrels of crude that mostly lie 
in shallow water close to the 
shores of the new states. These 
countries, eager to throw offthe 
legacy of Soviet central plan- 
ning, are wasting no time in ex- 
ploiting their offshore luck 
with western help and technol- 
ogy. Azerbaijan, the best placed 
of the three, has signed contracts with 
western oil companies worth about $10 
billion. Turkmenistan and Kazakhstan 
are trying to do the same. 

Iran, excluded from international 
deals by American pressure to keep the Is- 
lamic republic isolated, is trying, against 
all odds, to persuade the others that some 
version of the old legal arrangements be- 
tween itself and the Soviet Union should 
be resurrected and the sea's resources 


minister, and his allies have been trying to 
squash. In one instance, the media watch- 
dog was asked to investigate whether a pro- 
gramme had broken the law against broad- 
casting "anything that will promote the 
development of relations with the Zionist 
enemy". In another, the authorities banned 
an interview before it could be shown. 
After a prime-time interview, in which 
the prime minister was accused of bribery, 
the government stepped up its campaign. It 
decided that political broadcasting should 
no longer go out by satellite (two of the ter- 
restrial stations have satellite channels). Mr 
Hariri defends his decision by claiming 
that the airing of dirty laundry on interna- 
tional channels puts off potential investors 
and offends conservative Arab regimes. 
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shared by the five littoral states. Russia 
gives this proposal lip service but not 
much more. The other three have no time 
for it, arguing that each country has a right 
to the mineral wealth off its shores. 

Iran's better hope, though again frus- 
trated by American political and eco- 
nomic pressure, is to offer the landlocked 
countries a route to the Gulf or to Europe. 
Nothing much has yet come ofthis. In one 





arrangement, now stalled, Iran took in 
some Kazakh oil which it then, theoreti- 
cally, refined and exported from the Gulf. 
In addition, at the end of December, it in- 
augurated a short pipeline from Turk- 
menistan to Iran, to import gas for Iran's 
domestic use. 

That was supposed to be only a begin- 
ning: Iran's plan was to extend the pipe- 
line so that Turkmen gas could be ex- 
ported to Europe by way of Iran and 


Critics suspect darker motives. One station 
head believes a crackdown on local pro- 
grammes is sure to follow. Nobody is reas- 
sured by a new government committee 
formed to reassess policy: its only decision 
of note at its first meeting on January 14th 
was to adjourn for three weeks. 

The Lebanese may not take this lying 
down. In December, one of the govern- 
ment's television bans led to Beirut's first 
serious street protests since the end of the 
war. These quickly turned into a bolder 
protest against the pervasive presence of 
Syrian troops, which help to keep the cur- 
rent regime in power. By trying to suppress 
minor carping, Mr Hariri may have paved 
the way for more serious criticism. 
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Turkey. But America, determined to by- 
pass Iran, is encouraging Turkey to con- 
sider a costlier, roundabout route: Turk- 
men gas would be carried by pipeline 
under the Caspian, through Azerbaijan 
and thence to Turkey. Though the Turks, 
short of energy themselves, signed a $20 
billion gas deal with Iran in 1996, they are 
inclined to favour the American pro- 
posal. Royal Dutch/Shell is said to be car- 
rying out feasibility studies for the best 
way of getting the gas to Europe. 

American clout has already prevented 
Iran from being used for the transport of 
Azerbaijan's oil to western markets. Iran 
offered itself as a "safe bridge" between 
the Caspian and the Gulf, but 
oil companies rejected that, 
preferrin to create routes 
through Russia and Georgia to 
the Black Sea. 

Iran is even facing unlikely 
competition from Afghanistan 
as an export route for Central 
Asian oil and gas. In October, 
the Taliban militia, which con- 
trols two-thirds of Afghanistan, 
unveiled a $2 billion plan to 
transport Turkmen gas to Paki- 
stan. Iran, which suspects the 
Taliban of serving America's 
interests, will do what it can to 
undermine a deal which the 
Taliban say is imminent. 

While the United States, 
Russia and Iran struggle for 
economic or ideological influence in the 
reg:on, the Caspian's fragile ecosystem is 
buckling under the hasty and disorderly 
expoitation of its resources. The Conven- 
tion on International Trade in Endan- 
gered Species gave warning last summer 
that over-fishing had put sturgeon in dan- 
ger of extinction: 9096 of the world's cavi- 
are comes from the Caspian. Iran, as it 
would, blames not over-fishing but oil 
drilling by the ex-Soviet republics. 


Zimbabwe 


Populism awry 


HAFARE 


HE reputation of Harare as one of Afri- 
ca's most orderly and peaceful capitals 
was shattered this week when the city 
erupted in three days of violent riots during 
which property was looted or destroyed 


with unprecedented abandon. The im- 


mediate cause was a steep rise in the price 


of Zimbabwe's staple food, maize meal. A — $e 


committee has now been appointed to re- 
view all recent price rises. 

On January 19th, gangs of hundreds of 
rioters roamed the streets stoning vehicles 
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Something of a shock for staid Harare 


and looting shops, offices, petrol stations 
and even doctors’ surgeries. The police suc- 
ceeded in keeping the rampagers away 
from the city centre with its large, well- 
stocked shops, but they were unable to con- 
trol the black townships where the mobs 
had a free hand. On the second day, the gov- 
ernment called out the army and gave 
warning that looters would be shot. Yet on 
January 21st determined protesters dis- 
rupted business in the city centre. 

The riots, it seems, began spontane- 
ously. The trade unions had not called a 
strike and no one has claimed credit for the 
most serious civil disturbance Zimbabwe 
has seen since independence. But behind 
the food-price rise is an economy in trou- 
ble: the Zimbabwe dollar has lost half its 
value in the past two months. The 21% rise 
in the price of maize meal, the daily diet of 
most Zimbabweans, came on top of two 
other price rises since November. 

President Robert Mugabe's economic 
management has been both erratic and in- 
ept. What should be one of Africa’s healthi- 
est economies has become inflation-rid- 
den, debt-burdened and plagued by a 50% 
unemployment rate. As Mr Mugabe's rul- 
ing ZANU-PF party has watched its popular- 
ity eroding, it has tried to buy back support 
at the expense of the economv. 

Mr Mugabe sought that support from 
the country's 50,000 ex-guerrillas by sud- 
denly announcing "gratuities" and pen- 
sions for them worth Z$4.5 billion ($225m). 
According to official sources, he did not 
consult his hapless finance minister, Her- 
bert Murerwa, but simplv ordered him to 
find the money. 

In addition, Mr Mugabe has tried to re- 
kindle enthusiasm for his party in its rural 
strongholds by announcing that almost 
halfthe country's private farmland, most of 
itowned by whites, would be expropriated. 
Once again, no heed was given to the eco- 
nomic consequences. Investors confi- 
dence has plummeted. The Zimbabwe dol- 
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lar has crashed, as has the stockmarket. 
Interest rates have soared and prices too. 
Before all this, several Zimbabwean 
economists added their voices to those of 
the IMF and the World Bank in prophesy- 


ing economic disaster. Mr Mugabe 
marched defiantly on, paying the ex-guer- 
rillas in December. Although he has now 
been forced by international pressure to 
delay the programme of land seizure, he 
still vows that it will go ahead. 

But his populist measures seem to have 
fallen flat. Most people have felt only the 
price rises and anger has risen. Nor have 
they been deceived by the government's at- 
tempt to blame its perennial scapegoat, the 
country’s white minority. The under- 
employed rioters in Harare this week 
showed no sign that they had swallowed 
this propaganda: their anger was not di- 
rected against whites. 





South Africa 
How impartial? 


JOHANNESBURG 


ITCH-HUNT and circus are two of 

the politer words that right-wing Af- 
rikaners use to denounce South Africa's 
Truth and Reconciliation Commission. 
Few are more contemptuous of this body, 
set up to uncover apartheid-era crimes and 
offer amnesty to their perpetrators, than 
P.W. Botha, a former president. Now the at- 
torney-general has decided to prosecute 
him for his defiance: Mr Botha was due to 
appear in court on January 23rd for failing 
to obey a summons to appear before the 
commission late last year. 

Mr Botha, who ruled the country from 
1978 to 1989, has always said that he would 
not defy the rule of law, only the truth com- 
mission itself. His lawyers did prepare 
some 1,700 pages of evasive answers to 
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questions put by the commission about se- 
curity operations in the 1980s. But he re- 
fused to appear in person to be questioned 
about killings, torture and bombings, 
claiming that the commission was out to 
humiliate him. Troubled at the thought of 
hounding an elderly man, Archbishop Des- 
mond Tutu, the commission's head, repeat- 
edly begged Mr Botha, aged 82, to co-oper- 
ate. The old man repeatedly refused. This 
week's court appearance was expected to be 
brief but, if he is eventually found guilty, 
Mr Botha could face jail, a fine, or both. 

This was the toughest test yet ofthe com- 
mission's political even-handedness. Crit- 
ics claim that it has been quick to summon 
middle-ranking officers who carried out or- 
ders, while leaving their bosses untouched. 
It has summoned generals, and even a few 
former cabinet ministers. But Mr Botha 
was top political boss. Had the commission 
tolerated his defiance, it would have under- 
mined the whole exercise. 

Yet it also sets a standard by which the 
ruling African National Congress (ANC) 
may be judged. The truth commission is 
largely the ANC's creature. Despite its efforts 
to represent a mix of political views, many 
of its members are broadly sympathetic to 
the ruling party. Will it pursue its own kind 
with the firmness it has shown Mr Botha? 

Two cases stand out. One concerns 
Winnie Madikizela-Mandela, President 
Mandela's ex-wife, who last year faced a 
public grilling by the truth commission—at 
her own request—into the thuggish activi- 
ties of her bodyguards in the 1980s. The 
hearings linked her to several crimes. The 
commission itself is not a court of law, but 
can refer evidence it uncovers to the state 
prosecutor. So far, it has not done so, al- 
though the attorney-general has indicated 
that some incidents in which she was in- 
volved will be re-examined. 

The other case is the recent granting of 
amnesty to 37 ANC leaders. The commis- 
sion'samnesty committee, a body indepen- 
dent of Archbishop Tutu, granted all of 
them a blanket amnesty, although the rules 
say that each applicant must state in detail 
the crimes for which he seeks indemnity. 
After an outcry by opposition parties, the 
archbishop asked the High Court to clarify 
whether the amnesty committee had made 
a valid ruling. 

There is another question of political 
impartiality on which the commission has 
not yet been tested: the role of Mangosuthu 
Buthelezi and his Inkatha Freedom Party. 
Amid all the fuss about Mr Botha's defi- 
ance, Mr Buthelezi's silence has gone un- 
challenged. He, too, has made a written 
submission—and he did testify in 1996. 
But, since then, new evidence has come up 
about the arming of Inkatha hit-squads by 
apartheid security forces. And no sum- 
mons has been issued to him. 
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The Hutu-Tutsi divide 
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Spreading en in the Great Lakes 


Bitterness between Hutus and Tutsis in Rwanda and Burundi is intensifying, 
with no sign ofa settlement. Other African countries could be infected 


EEK by week, the numbers of people 

killed in Rwanda and Burundi are 
rising. In both countries, the reported 
weekly casualties have swollen from a 
handful a year ago to over 100 now. The ac- 
tual numbers may be higher. The sources 
for the figures are the Tutsi-dominated ar- 
mies of Rwanda and Burundi which attri- 
bute all deaths to extremist Hutus whom 
they accuse of trying to perpetrate genocide 
against Tutsis. The rising violence has led 
some observers to speak of a repeat of the 
Rwandan horrors of 1994, when 800,000 
people were butchered in two months with 
machetes, knives, clubs and axes. 

That, thank God, is unlikely. The 1994 
genocide was ordered by government offi- 
cials and organised by state institutions. 
Circumstances have changed. Rwanda and 
Burundi then had governments headed by 
Hutus, who make up about 80% of the 
population in each country. Now each 
has a Tutsided government. And 
Tutsis, being minorities, are con- 
cerned with their own survival, not 
with exterminating the majority. 

The Rwandan government is offi- 
cially a broad-based alliance against 
genocide. It says it is trying to create a 
new, non-ethnic society in which the 
Hutu-Tutsi distinction is irrelevant. 
But, although more ministers are 
Hutu than Tutsi, a small group of 
Tutsis around Paul Kagame, the vice- 
president, take the important deci- 
sions. Independent-minded Hutus 
were booted out in August 1995. The 
Rwandan army is known to commit 
atrocities, but the country's western 
backers are only gently critical. Nor do they 
insist on elections—which, in the absence 
of a Hutu-Tutsi alliance, would put Hutus 
back in power. For Tutsis, democracy 
means death. 

The same rule applies in Burundi, 
where the government is more blatantly 
Tutsi. Tutsis ruled the country from inde- 
pendence in 1962 until they unexpectedly 
lost political power in a 1993 multi-party 
election. But they never lost military power. 
Even when army officers murdered the 
elected president, Melchior Ndadaye, and 
then, in 1996, overthrew his successor, the 
Hutus could do nothing to defend him, let 
alone start killing on the scale of Rwanda. 

Yet Burundi’s Hutus were radicalised 
by the overthrow of their democratically 
elected government. Militant move- 
ments—the National Council for the De- 
fence of Democracy, Palipehutu and Fro- 
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lina—have organised themselves in Congo 
and Tanzania, from where they carry out 
raids. At the end of last year, one group got 
close to Burundi's capital and was still 
there last weekend, the government's 
troops unable to drive it away. 

Burundi’s government is also ham- 
pered by the sanctions imposed by its 
neighbours after the 1996 coup. These were 
supposed to reverse the coup and restore 
democracy, but have so far failed. The coun- 
tries imposing them are divided. Uganda 
and Tanzania insist that sanctions must be 
maintained; most of the other countries in 
the region want to lift them, and Congo, Ke- 
nya and Eritrea have already done so. 
Rwanda wants them eased: co-operation 
between militant Hutu groups in Rwanda 
and Burundi has forced the two govern- 
ments into a sort of military alliance even 





though politically they are far apart. All this 
allows Pierre Buyoya, Burundi’s ruler, to 
turn the tables on his neighbours, refusing 
to talk until sanctions are gone. 

The grim fact is that Hutus and Tutsis in 
both Rwanda and Burundi are growing 
ever more polarised—and no solution is in 
sight. Demography favours the Hutus, who 
are becoming both more confident and 
better armed. How long can the Tutsi-led 
armies of both countries fend them off? 
Much depends on the neighbours. But, as 
the wars worsen and more refugees are sent 
fleeing across borders, some of them could 
be sucked into the maelstrom. 

Danger touches a swathe of Africa from 
Sudan to Zambia, from Kenya to Congo. 
The linchpin of the region is Uganda, with 
its powerful army, influential president, 
successful economy and the friendship of 
Americans and Europeans. Some even see 
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President Yoweri Museveni as the puppet- 
master behind Rwanda’s Mr Kagame, Con- 
go’s Laurent Kabila and John Garang, the 
eader of Sudan People’s Liberation Army, 
which operates as a rebel movement in 
southern Sudan. 

All this makes Mr Museveni many ene- 
mies. His “no-party democracy” does not 
help. No fewer than three rebellions are un- 
der way in Uganda, some or perhaps all of 
them backed by Sudan in tit-for-tat revenge 
for Mr Museveni’s support for Sudanese 
rebels. In the north, the Lord's Resistance 
Army is an ethnic Acholi revolt. In the 
north-west, the West Nile Liberation Front, 
a mixture of discontented Ugandans and 
Congolese plus Rwandan Hutus, is causing 
problems. And in the south-west the Allied 
Democratic Forces, a similar alliance, has 
been attacking from parts of Congo not un- 
der Mr Kabila's control. 

Eastern Congo is chaotic at present. 
One movement, the Mai Mai, is made up of 
local ethnic groups and links up with for- 
mer Rwandan soldiers, former Zairean 
army soldiers and some Burundian Hutus. 
They are united in their aim of driving all 
Rwandans out of their area, even though 
many have lived there for generations. 
They attack both Hutus and Tutsis, but 
Tutsis, being in the ascendant, are 
their main target. Mr Kabila, in charge 
of a vast country, can do little to sup- 
press the Mai Mai or the other groups 
who use the chaos in the Kivu prov- 
inces to turn to banditry. 

Tanzania, too, is playing a leading, 
if contradictory role. On the one hand, 
its former president, Julius Nyerere, is 
trying to negotiate the removal of the 
Buyoya regime in Burundi. On the 
other, Tanzanian businessmen are 
making money breaking Burundi's 
sanctions—and Burundian Hutus, 
some of whom hold powerful posi- 
tions in the Tanzanian state, are help- 
ing to supply and arm Hutu militias 
in Burundi. Mr Buyoya sees Tanzania as 
pro-Hutu. Last year the two countries 
nearly went to war, and there is still a mili- 
tary stand-off on the border between them. 

The chance of a peaceful settlement in 
either Rwanda or Burundi, the two micro- 
states at the heart of the region, is small. If 
their neighbours could only agree on a 
joint policy, it might at least contain the 
situation. But each country looks to its own 
interests. This makes the likelihood of joint 
intervention, African or regional, ex- 
tremely remote. If the neighbours inter- 
vene, it could well be unilaterally, to help 
an ally. This could bring them into the 
Hutu-Tutsi wars, on different sides. No 
wonder that, on her visit to Africa last De- 
cember, Madeleine Albright, America’s sec- 
retary of state, said: “No place matters 
more in Africa than the Great Lakes.” 
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EUROPE 


The chill descending on Turkey 


ANKARA 


Acountry which bans a party that came top in its last election is in trouble 


F TURKEY’S highest court supposed that 

it had closed the book when it banned 
the Islamic-minded Welfare Party on Janu- 
ary 16th, it reckoned without iftar, the eve- 
ning breakfast that pious Muslims take 
during the month of Ramadan. Since the 
day the Constitutional Court delivered its 
judgment, and ejected Welfare’s leader, 
Necmettin Erbakan, and five of his col- 
leagues from politics for five years, iftar in- 
vitations from all over the country have 
given Mr Erbakan a platform for defiance 
in halls jammed with cheering admirers. 
He is making the most of a breathing-space, 
for the ban on Welfare and the silencing of 
its leader do not take legal effect until the 
court publishes its reasons for the rulings, 
probably next month. 

On the face of it, Mr Erbakan’s rumbus- 
tious good humour is hard to explain. His 
colleagues hope he will be the “guiding 
hand” of a new party that could pop up to 
replace Welfare before the month is out. 
But the country’s chief prosecutor, Vural 
Savas, who brought the case against Wel- 
fare, says he will not tolerate any party that 
looks like a Welfare replica. And the guid- 
ing hand may soon find itself pinioned be- 
hind bars. Once expelled from parliament, 
Mr Erbakan will lose immunity from pros- 
ecution. He could then face charges that in- 
clude “inciting enmity and hatred through 
religious and doctrinal differences.” 

For all that, he seems delighted by his 
supporters’ solidarity in the face of Turkey's 
generals, the self-appointed guardians of 
the political system set up by Kemal Ata- 
turk seven decades ago. He is equally 
pleased by the fact that his opponents may 
well not be able to take advantage of his dis- 
missal. Last summer the generals had a big 
hand in overthrowing the flimsy govern- 
ment led by Mr Erbakan in coalition with 
Tansu Ciller’s True Path Party. But the new 
government they installed in its place, led 
by Mesut Yilmaz and his Motherland Party, 
now looks just as flimsy. 

It is possible that the generals have mis- 
calculated in thinking that they can yank 
religion out of politics by banning Welfare. 
Mr Erbakan and his friends reckon that 
Welfare’s ideas remain firmly on the politi- 
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cal stage; and they are probably right. 

For one thing, most Turks have got used 
to politics with a religious flavour—partly 
thanks to the generals themselves. It was, af- 
ter all, the generals who, in the 1960s and 
1970s, decided to put a bit of Islam into 
politics as an antidote to the Marxism they 
were then chiefly worrying about. They 
watched benignly as Suleyman Demirel, 
now Turkey’s president, then its intermit- 
tent prime minister, cultivated links with 
the tarikats, religious brotherhoods out- 
lawed by Ataturk, and oversaw the setting 
up of more than 200 religious schools 
known as Imam Hatips. 

By the early 1990s, some tarikats had 
got their men into mayors’ offices and 
municipal police forces, and the Imam 
Hatips, now numbering around 500, were 
churning out youthful Welfare voters. “The 
generals”, says one historian, “were sud- 
denly confronted by the vast size of the ani- 
mal they had created.” Too late. In the last 
general election, in 1995, Welfare was the 
biggest party, winning 21% of the vote. To- 
day it might get as much as a quarter. 

Welfare is no ordinary political party. It 
provides social services, as well as spiritual 
sustenance, for millions of conservative 


Welfare women still warm to Erbakan 


peasants and townspeople in Anatolia, 
Turkey’s heartland. It gets large amounts of 
money for such purposes from pious busi- 
nessmen. Its activists are hard workers, and 
tney care little for the procedural niceties of 
conventional party politics. They answer 
directly to Mr Erbakan, whom they call 
"Teacher", giving him the unquestioning 
loyalty a tarikat leader would expect. Even 
in prison, Mr Erbakan could well continue 
to exercise plenty of influence. 

To prevent this, Turkey's secular estab- 
I:shment—which in addition to the gener- 
als includes most of the country's politi- 
cians and much of its sizeable middle 
class—wants to create a strong centre-right 
alliance to hold off the neo-Welfare party. 
This probably requires the removal from 
politics of Mrs Ciller. The antipathy be- 
tween Mrs Ciller and Mr Yilmaz prevents 
co-operation between the two main parties 
of the right. And the lady has a cloud of fi- 
nancial scandals hanging over her head. 

On the day Welfare was banned, an- 
other court ruled that Mrs Ciller had 
dipped into a fund reserved for national- 
security purposes, and had spent the 
money on election expenses. It is not im- 
possible that she will go to jail. If she does, 
the secularists hope that some members of 
her party will move over to the govern- 
ment's side. If enough of them did, the com- 
bined votes of the two conservative parties 
(they got 40% between them in 1995) would 
probably be enough to beat anything Wel- 
fare's successor could score. 

The trouble with this theory is that 
some disaffected members of Mrs Cillers 
party may just as easily go over to the new 
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Islamist party. For MrYilmaz is no political 
magnet. He is an indecisive leader. His mi- 
nority government has proved weak and 
ineffective. The economy is shaky, and in- 
flation is rising again; last year it nearly 
touched 100%. Mr Yilmaz is begging for fur- 
ther help from the mmf, but it is by no 
means certain he will get it. 

Worst of all, weak governments like Mr 
Yilmaz's are unlikely to command the cour- 
age and the political ingenuity needed to 
end the 14-year-old war against Kurdish 
guerrillas in Turkey's south-east. This con- 
flict has killed perhaps 30,000 people; it 
keeps a quarter of Turkey's 600,000-strong 
armed forces bogged down in a probably 
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unwinnable war; and it costs money the 
government would love to spend else- 
where. Nor is the Yilmaz government likely 
to be strong enough to open the way to a 
settlement of the Cyprus quarrel by per- 
suading the Turkish Cypriots to show 
enough flexibility to produce a deal with 
the divided island’s Greek Cypriots. 

The consequences of all this go deep. 
The impasse over Cyprus, and the brutality 
of the war in Turkey’s south-east (hundreds 
of villages razed, great numbers of people 
made homeless), combine to provide a for- 
midable argument to Europeans who say 
that Turkey should not be allowed to join 
the European Union. The banning of Wel- 





Replenish your Rhenish 


BONN 


| RE Germany's government and par- 

| liament really moving to Berlin 

| next year? Officials say so, and many 

| messy building sites in the new-old capi- 

| tal seem to confirm it. But back in Bonn, 
the cosy little Rhineside town suppos- 
edly being abandoned. nothing much 
seems to be changing—except, on the 
whole, for the better. 

What a contrast to that heady post- 
unity day in June 1991 when the Bundes- 
tag decided on the shift east, shocking 
Bonn, which had played host to Germa- 

. ny's federal politics for more than 40 
| years. The simultaneous pledge of a “fair 
| division of labour" between the old and 
the new capitals failed to convince the 
locals. In a year or two, they wailed, the 
lights in Bonn would be going out. 

Well, hardly. That division of labour 
is turning out to be so "fair" that Bonn's 
mayor, Bárbel Dieckmann, these days 
finds it hard to suppress a triumphant 
smile. True, only six ministries (though 
the well-staffed defence department is 
among them) are staying in Bonn, while 
nine are shifting, along with Bundestag, 
| chancellery and presidency. But the Ber- 
| lin lot will keep “second seats” in Bonn, 
| often in the very buildings they are sup- 
| posed to be deserting. Small comfort, 
you might think, but that :s by no means 
| 





the full story. 

Over a score of federal institutions, 
including the Cartel Office (Berlin) and 
the Auditing Court (Frankfurt), have 
been prodded into abandoning their 
current homes for the Rhine. Over 6,000 
workers will come with them, meaning 
Bonn will have around 18,000 federal 

, employees after the move—some 6,000 

| fewer than before, but nearly 5,000 more 

| than Berlin will have, even when all its 
nine ministries are up and running. 

| On top of that, Bonn has elegantly 
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Mayor Dieckmann’s Bonnhomie 


squeezed DM3.4 billion ($1.85 billion) in 
“compensation” out of the federal gov- 
ernment and the local state of North 
Rhine-Westphalia, much of it to go on 
new institutions of higher education 
and scientific research. Smallish United 
Nations outfits (dealing with climate 
change, for instance) are setting up shop. 
There aré even murmurs—hotly de- 
nied—that NATO's headquarters may 
move from Brussels. New museums have 
been going up and older ones improved. 
The local airport is being joined to the 





high-speed rail network. 

Need one go on? Not without mak- 
ing Berliners rather jealous. Bonn pessi- 
mists still say the government in Berlin 


will in time suck in the people it left be- | 
hind. They argue that the cost of running | 


two capitals will turn out too high. Be- 
sides, won't everyone eventually want to 
be close to the new parliament—"where 
the action is"? 

Some day, maybe. But in the mean- 
time, it is no surprise that Mrs Dieck- 
mann is all smiles. 
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fare will ADAR: now be added to the 
anti-Turks’ list of objections. Last month 
the Eu humiliatingly put Turkey into a spe- 
cial sub-category of applicants for member- 
ship, behind all the others. Turkey was told, 
in effect, that it had no chance of joining 
the EU in the foreseeable future. 

All this is likely to help the party that 
follows Welfare. The Eu’s cold shoulder will 
persuade many Turks to look for an alter- 
native to Ataturk's old fascination with Eu- 
rope. Welfare won lots of votes in the em- 
battled south-east. And many of the 3m or 
so Kurds who left the area in the early 1990s 
for cities like Istanbul and Ankara have be- 
come Welfare sympathisers; the party 
helped them to find jobs and houses, and 
got their names on to the electoral roll. That 
is why, in 1994, Ankara, Istanbul and many 
smaller towns elected Welfare mayors, 
most of whom have scored good marks for 
honest local government. 

It is true that most Turks reject the vi- 
cious kind of Islamic revivalism to be 
found in Afghanistan, Algeria and other 
places. The Alevis, a big religious sect that 
numbers up to a quarter of Turkey's popu- 
lation of 62m, are suspicious of Mr Erba- 
kan. And though many Turks still consider 
Welfare less corrupt than other parties, Mr 
Erbakan's prime ministership did not ex- 
actly produce the sparkle of decisive gov- 
ernment. Unfortunately, neither has Mr 
Yilmaz's. The Turkey created by the gener- 
als' actions seems to possess no party, and 
no politician, capable of giving back to the 
country a sense of unity and purpose. 





Russia and Chechnya 
Still growling 


MOSCOW 


RIDLOCK prevails in the Russian gov- 

ernment between those who want to 
buy Chechnya's friendship with aid and 
those who want another try at bombing the 
breakaway republic into submission. Presi- 
dent Boris Yeltsin, predictably, is playing 
both sides. On January 6th, Russia's hawk- 
ish interior minister, Anatoly Kulikov, 
called for air strikes against the bases of 
Chechen warlords. This week, Mr Yeltsin 
told Mr Kulikov he was *very close" to 
agreeing with him, but asked him to use 
"slightly better-chosen words". 

So Chechnya is not getting bombed, but 
nor is it getting any money. Ivan Rybkin, 
boss of Mr Yeltsin's security council, whose 
main job is to nurture Russian-Chechen re- 
lations, has complained that Russia has 
failed to send Chechnya the $80m it prom- 
ised last year for post-war reconstruction. 
Nor has a provision been made for aid in 
this years federal budget—even though it 
was part of a peace deal struck between Mr 


THE ECONOMIST JANUARY 24TH 1998 





Basaev: knight to king? 


Yeltsin and the Chechen president, Aslan 
Maskhadov, in May last year. Chechnya’s 
successful war of secession in 1994-96 left 
its towns and industry in ruins. 

Mr Kulikov and other hardliners are 
concentrating their anger on the emer- 
gence of Shamil Basaev as Chechnya’s new 
acting prime minister. They remember that 
in June 1995 Mr Basaev led a raid on the 
southern Russian town of Budyonnovsk in 
which at least 100 civilians were killed and 
some 1,200 hostages taken. When Mr Basa- 
ev took up his new duties last week, the Rus- 
sian public prosecutor said a federal war- 
rant was still out for his arrest. Few Russian 
politicians will want to be photographed 
shaking hands with Mr Basaev, and that 
alone may limit the scope for restoring any 
sort of working relations. The Kremlin has 
buried a plan it mooted in December to 
have Mr Yeltsin make a token visit to Groz- 
ny, the Chechen capital. 

While Russia claims Chechnya as a part 
of the federation, Chechnya continues to 
protest its full-fledged independence. Mr 
Basaev's new government has a “foreign 
minister" and a “defence minister". Chech- 
en passports have been printed. All this 
Russia can tolerate so long as no other 
country recognises Chechnya. None so far 
has dared. 

What mainly worries Russia nowadays 
is that Chechnya’s blend of secession, ban- 
ditry and Islam may destabilise more of the 
north Caucasus. Civil order has worn dan- 
gerously thin already in Dagestan, Chech- 
nya’s easterly neighbour. In this respect, 
though the Russians can scarcely bear to ad- 
mit it even to themselves, Mr Basaev may 
actually rank as an ally. He and Mr Mas- 
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khadov are much more concerned with get- 
ting Chechnya’s shattered economy back 
on its feet, and restoring rudimentary civil 
order, than with exporting revolution. That 
sets them apart from other warlords and 
clan leaders who are sunk into banditry or 
hell-bent on holy war. The fiercest of this 
last group, Salman Raduev, has promised 
to “welcome Mr Yeltsin with a missile" if he 
ever sets foot in Chechnya. 

Mr Maskhadov and Mr Basaev have 
been rivals in the past. Mr Basaev was run- 
ner-up in last year's presidential election, 
and resigned as a deputy prime minister in 
July. Since then Mr Maskhadov has looked 
dangerously isolated, and vulnerable to an 
extremist coup. Mr Basaev's return has 
bought him a respite. But it may be short— 
unless Chechnya gets money and jobs 
soon. Will Russia take the hint? 





Bosnia 


The tide turns? 


SARAJEVO 


T TOOK the blood of tens of thousands 

of Bosnians to create the Serb Republic. 
Since the signing of the Dayton peace ac- 
cord in December 1995, its chauvinist lead- 
ers have done all they can to keep the entity 
ethnically pure and aloof from Bosnia and 
Hercegovina, the state to which it nominal- 
ly belongs. Now, all of a sudden, the Serb 
Republic has a prime minister who 
preaches ethnic tolerance, champions Day- 
ton and will acquiesce in the arrest of peo- 
ple wanted for hideous crimes during the 
four-year Bosnian war. Radovan Karadzic, 
the Serbs’ nationalist-in-chiefand himselfa 
wanted man, is in retreat. 

This happy turn of events is the result of 
the West's gamble in supporting Biljana 
Plavsic, the Serb Republic's relatively mod- 
erate president, in her struggle for power 
with Mr Karadzic. November's western- 
backed parliamentary elections were in- 
conclusive. Mr Karadzic lost his majority in 
the Serb Republic’s parliament. But he and 
other hardliners kept enough clout to block 
Mrs Plavsic's first nominee for the prime 
ministership, who proposed a technocratic 
government backed by all Serb parties. 

Her second pick, an entrepreneur- 
turned-politician called Milorad Dodik, 
has done the unthinkable—dumped Mr 
Karadzic and his cronies and turned for 
support instead to the 18 Muslim Mrs, 
elected mainly by refugees afraid to return 
to theirold homes in the Serb Republic. On 
January 18th, his new cabinet cobbled to- 
gether enough votes from Muslims and 
moderate Serbs to win a parliamentary 
vote of confidence. Mr Karadzic's friends 
had already stormed out. 

Mr Dodik may now become the best 
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friend the West has in its struggle to keep 
Bosnia whole. His maiden speech thrilled 
western ears: refugees would be welcomed 
back to their pre-war homes; the Serb Or- 
thodox church, a nationalist totem, would 
be separated from the state; press freedom 
would be encouraged; state firms would be 
sold quickly; corruption squelched. 

And Mr Dodik has consistently sought 
peace. During the war he formed a 12-mem- 
ber opposition block in the Serb parlia- 
ment and backed every peace plan. He 
went abroad several times to parley with 
Sejfudin Tokic, a Muslim politician from 
Bosnia's other entity, the Muslim-Croat 
Federation. Last year the pair formed a 
shadow Bosnian cabinet with three Serbs, 
three Muslims and two Croats. 

It is far too soon to be sure that Mr Dod- 
ik can turn Bosnia's uglier halfinto its more 
enlightened one. Though he has moved the 
government from the hardliners’ strong- 
hold of Pale to Banja Luka, the Serb Repub- 
lic's eastern half is still controlled by Mr 
Karadzic and has its own police force. With 
two of the three biggest parliamentary par- 
ties opposed to it, the new government is 
bound to be shaky. Mr Dodik's party has 
only one seat in parliament, apart from his 
own; his all-Serb cabinet includes some 
people who are unlikely promoters of eth- 
nic tolerance. The defence minister, for ex- 
ample, is a friend of Ratko Mladic, a Serb 
commander indicted for war crimes. 

Prospects for a Serb transformation de- 
pend largely on the West, which has pun- 
ished the Serb Republic by withholding 
desperately needed aid. If Mr Dodik is to 
win next September's election on a plat- 
form of tolerance and Bosnian unity, the 
money will have to start flowing. 





Spain and the Catalans 


Loveless 
but convenient 


MADRID 


WAS never a match made in heaven. 
But the liaison between Catalan nation- 
alists and Castilian conservatives, which let 
Spain’s prime minister, Jose Maria Aznar, 
form a government in 1996, is proving sur- 
prisingly durable. Despite constant squab- 
bles, the partners have agreed to see 
through Mr Aznar's first term of office, due 
to end in 2000. This puts paid to talk of an 
early election, gives Mr Aznar a chance to 
consolidate, and increases the chance his 
conservatives might win again. 
As befits a marriage of convenience, the 


reasons for sticking together are mainly fi- — 


nancial. Neither Mr Aznar, nor Catalonia's 
regional president, Jordi Pujol, want to dis- 
please voters by jeopardising Spain's econ- 
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< When my old dutch is a man 


| AMSTERDAM 


HANKS to a law that has just come 

into force, homosexuals in the Nether- 
lands now have wider civil rights than 
anywhere in Europe. They can register 
their partnerships in a civil procedure, re- 
plete with ceremony, giving them almost 
the same rights and obligations as boring 

-old married heterosexual couples. 

People in “registered partnerships”, as 
homosexual almost-marriages are primly 
termed, can take each other’s surname. 
They can inherit their property and what- 
ever pension rights would accrue to survi- 
vors in an ordinary marriage. They face 
the same tax regime as conventional hus- 
bands and wives. They can get alimony if 
they divorce. The only big difference is 
that only one partner in a homosexual 
marriage may adopt a child. Another, 
smaller, difference is that, when a homo- 
sexual pair splits up, the terms of divorce 

| can be settled without a judge. 

| Not good enough, this “weird and lu- 
| dicrous intermediate step", say some ho- 
mosexual campaigners. Others vow not 
to solemnise their relationships until ho- 





mosexual couples are granted total equal- 
ity before the law. 

The junior minister for justice, Eliza- 
beth Schmitz, wants to oblige. Herself a 
lesbian whose lover, until she died a few 
years ago, was the Dutch interior minis- 
ter, Ms Schmitz had previously set up a 
committee of "wise persons" to 
look at the likely effects of no-legal- 
holds-barred marriage between 
homosexuals. Full-fledged wedlock 
should be allowed, the committee 
pronounced in November, with 
gay couples who wanted to adopt 
having joint custody over children. 
Such children—according to some 
reports, 15,000 already have same- 
sex “parents”—would not suffer, ar- 
gued the committee. But Dutch ho- 
mosexuals should be discouraged 
from seeking babies abroad, lest 
Dutch heterosexuals be kept out of 
world baby-buying markets by sus- 
picious foreigners. 

Opinion polls suggest most 
Dutch people back the reforms al- 


ready enacted—indeed, most of them 

(and most MPs) want to go the whole hog 
to total equality. But the Christian Demo- 
crats and other smaller parties on the reli- 
gious right are, to put it mildly, less keen. 
They say the laws defy biology, under- 
mine the family, put adoptive children of 
homosexual couples in an awkward legal 
position, especially were they to go 
abroad, and could make the Netherlands 
a derided hub of “gay-wedding tourism”. 





Two leading ladies, just about married 





omy, with the country well on the way to 
joining Europe's currency at the start. 

Opinion polls say the ruling People's 
Party has managed to open a gap of be- 
tween 3% and 6% with the opposition So- 
cialists. But the ever-cautious Mr Aznar is 
keen to avoid the mistake made by his con- 
servative friends next-door in France: go for 
a snap election, and lose. The Spanish econ- 
omy is doing well, but Mr Aznar is still vul- 
nerable, as the French conservatives were, 
on the issue of unemployment. In Spain it 
has crept down, but still stands at a ghastly 
20.5%. 

In addition, Mr Aznar fears fickleness 
among Spanish voters. Some have come to 
respect him, but few love him. Middle-of- 
the-road, middle-class Spaniards are still 
put off by a whiff of autocratic intolerance 
in his party. To be sure, there is not much of 
an alternative: the Socialists are in scandal- 
ridden disarray. But many Spaniards still 
compare Mr Aznar unfavourably with Fel- 
ipe Gonzalez, his Socialist forerunner. 

All the same, Mr Aznar thinks time is on 
his side. Like Mr Gonzalez before him, he 
has helped shoehorn friends into top jobs 
in the media, the bureaucracy, banks and 
big business. Their influence, he hopes, will 
help him tighten his grip. His other allies, 
the Canary Islanders, say they will go on 
backing him, while the mainstream Basque 
party, which thinks him hamfisted over ter- 
rorism, offers more lukewarm support. 

Why has Mr Pujol, who faces regional 
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elections in Catalonia in 1999, decided to 
stick with Mr Aznar? The Spanish leader is 
showing less regard for Catalan sensitiv- 
ities. He has been trying to create a stan- 
dard curriculum for Spanish history 
throughout Spain, even among Catalans 
and Basques. He is encouraging the singing 
of the Spanish anthem and wants Spain’s 
flag to flutter over public buildings every- 
where. He has even told the conservatives 
in Catalonia to vote against Mr Pujol’s new 





law promoting the Catalan language. 

Such things pain Mr Pujol. But Mr Az- 
nar thinks his Catalan partner is on the de- 
fensive. After nearly 18 years in office, Mr 
Pujol’s power is waning. He lost his out- 
right majority, at the regional level, in the 
last Catalan election. Mr Aznar wants him 
still weaker—and even hopes some Cata- 
lans will switch to his own People’s Party. 
He has also been cosying up to a small con- 
servative Catalan party in coalition with 
Mr Pujol’s lot in the regional parliament. 

Plenty of Catalan businessmen, less na- 
tionalist than their poorer brethren, would 
be annoyed if Mr Pujol broke with Mr Az- 
nar, with the economy in such good trim. 
Interest rates, at 4.75%, are at their lowest 
since the days of Franco. The public-sector 
deficit, now at 2.3% of GDP, is even smaller 
than predicted. Growth, currently at 3.4%, 
is higher, while inflation, at 2% for 1997, is 
lower. All most uplifting. 

Mr Pujol can point to some gains that 
have flowed from his time in cahoots with 
Mr Aznar. He has got more money for Cata- 
lan health. He can collect more tax locally 
and can spend 30% of income tax directly, 
up from 15%. He has more control over Cat- 
alan employment, traffic and ports. Many 
Catalans evidently think Mr Pujol would 
be foolish to flounce out of his liaison at the 
centre when the economic going is so good. 
So he has taken their hint—to the pleasure 
of Mr Aznar. 
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GLOUCESTER PARK, LONDON. 


CALLING THEM 
SERVICED APARTMENTS 
IS AN UNDERSTATEMENT. 










If you are planning to stay in London for 
three months or more, consider Gloucester 






Park Apartments. Located in fashionable 






Kensington, they are the last word in 






luxury, sophistication and security. 






Gloucester Park has an enviable reputation 






as the perfect base for business or leisure. 






Facilities include a state of the art gym, 






sauna, 24 hour concierge and porterage, full 






housekeeping and maintenance, private 






garaging and maid service. 






The elegant air-conditioned apartments 





boast fully equipped Miele kitchen, 






bathrooms en suite and balcony. 






Other thoughtful touches are multi- 






language cable television and two private 






telephone lines with voicemail. 


& & & 


GLOUCESTER 
PARK 


Your home away from home 












Gloucester Park Apartments, Ashburn Place, London, SW7 4LL 
Tel: 0171 373 1444 Fax: 0171 244 5050 






© THE CHEVAL GROUP OF SERVICED APARTMENTS 










a Te] bank offshore 










Debit Card from 
Standard Chartered or 












If you keep money offshore, you may 
have all the confidence of knowing it is 
in a secure environment earning a competitive rate of interest. But what 
about getting your hands on it when you need it? 
THE GOLD INTERNATIONAL DEBIT CARD 

Our Gold International Debit Card, available to Priority Customers 
holding £50,000 or USS100,000 on deposit with us, gives you easy, 
instant access to your money from around the world 

Because the card bears the VISA symbol’, it allows you to withdraw 
local currency trom over 360,000 24-hour cash machines around the 
globe, and to make direct payments from your offshore bank account for 












goods and services at over 13 million outlets worldwide 

The Gold International Debit Card can help put your offshore funds 
nght into your pocket. As a Prionty Customer, you'll enjoy further benefits, 
nciuding a single point of contact at the Bank, in the shape of your own 
Customer Relationship Manager, and exclusive access to our Prority 
Banking Centres around the world 

Both the Gold International Debit Card and Priority Banking are 
entirely complimentary services. 

For more information about our Gold 
International Debit Card - or about other accounts 
and services, which require minimum deposits of AE 
only £2,500, please return the coupon below to: - 
Mrs Ruth Martin, Standerd Chartered Bank (CI) Limited, PO Box 830, 
St Helier, Jersey JE4 OUR. Or, call us on Jersey «44 (0)1534 507001 
Fax: «44 (0)1534 507112. 
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| |. through the pearly gates to Europe's 


1: church to stave off the angry mob. - 


. electorate. If Italy is kept out, most 
| Italians will | deem it a betrayal as 
| well as a dreadful tragedy—and Fa- 
| ther Prodi, who has promised to re- 


__ start with the figures, even though 


F YOU were to invent stereotypical first names for an Italian 

prime minister and a German chancellor, you might come up 
with Romano (what could be more Latin?) and Helmut (splen- 
didly, solidly Teutonic). But despite their obvious differences, 
both Romano Prodi and Helmut Kohl have much in common— 
which helps explain why the dinner they ate together in a Ro- 
man restaurant on January 20th was so convivial. Both men are 
plump, cheerful and reassuring. They eat Re four first 
courses for Mr Kohl. Both hide their occasional fits of grumps 
behind wide spectacles and avuncular smiles. Above all, both 
men believe passionately in “Europe”. 

If Europe were a church, indeed, the two men would make 
lovely priests—especially the owlish, Pookie Mr jaa with 
his fondness for bicycling and: bus 
tours. With one difference: Helmut 
would pray only to God; Romano 
would have to make cbeisance to 
Helmut as well. Over their dinner 
this week, Mr Prodi expressed again 
his most ardent prayer: that Mr Kohl 
should do his damnedest to let Italy 


economic and monetary union, a 
prospect the Prodi government has 
long been enticingly promising to its 


sign in such an eventuality, would 
have to barricade himself inside his 


To savour Italy's mood, you must 


they tell only half the story. The fam- 
ous Maastricht treaty criteria called 
for budget deficits to be below 3% of 
GDP, and public-sector debt below 
60%. Italy was not expected to jump 
these hurdles; indeed, some say that 
is precisely why the criteria were in- 3 
vented. Yet in 1997, the year to which | 
the test will apply, the Italian budget deficit is now expected to 
have fallen by a staggering four points—from nearly 7% of GpP in 
1996 to below 3%. At this week's meeting of EU finance ministers 
in Brussels, Carlo Azeglio Ciampi, the Italian treasury minister, 
declared that the deficit in 1998 would be a mere 2.8%, and that it 
would fall to 1.8% in 1999. If so, many others, including the Ger- 
mans and French, will be intensely envious. 

Italy has managed this trick mainly through a raft of new 
taxes, including a special, and supposedly single, "tax for Eu- 


-| rope" which has plucked an average of 1.8m lire (just about 
:1:$1,000) from every middle-class. family. Civic-minded Italians 
|. who have meekly paid up have now been congratulated by Mr 
- Prodi from his television pulpit and absolved for past fiscal sins. 
| Never mind that the route to Italy's delightful balance-sheet is 


not quite what ultra-fastidious German and Dutch zealots might 
have liked—too many cne-off measures and accounting tricks, 
too much reliance on tax rises. Still, the achievement remains 
impressive, Even the northern purists, aware that some of their 
own numbers are dubious, are finding it hard to carp. 

Italy's ER into the si mesa ene: is not quite a done deal. 





Some Dutch and German ministers still mutter, albeit in pri- 
vate, about keeping the Italians out. Having it in the common 
market is one thing, they say; sharing the intimate marriage ofa 
single currency quite another. Italy's public-sector debt is still a 
huge 122% of Gpr. Mr Ciampi assured his Brussels colleagues 
that it could be brought down to 60% by 2009, but that would 
require both heroic growth assumptions and ten more years of 
fiscal austerity. Worse still, the welfare reforms proposed by Mr 
Prodi have—thanks to blackmail by Italy's unreconstructed 
Communists, whose votes the government needs--turned into a 
patchwork of minor changes. Pension reform, the most badly 
needed of all, has been cut to shreds. - 

Yet the P poljeak odds must now favour Mr Prodi's trium- 
phant entry into EMU when the deci- 
sion is taken on May 2nd. That will 

please most Italians, who have 
grown used to the notion that salva- 
tion comes from up north. Indeed 
many now believe that most of the 
good things of the recent past have 
come about partly thanks to Europe 
and its Maastricht monitors. Good 
things? Yes, many Italians have come 
to welcome the sale of state giants, 
the competition in air travel, the ef- 
forts (in swing this week) to clean up 
the dairy industry and punish those 
who have exceeded EU milk quotas, 
the liberalisation of shopping hours 
and trade permits. All these reforms, 
so long resisted by vested interests, 
are now trumpeted by politicians in- 
voking the holy name of Europe. 
The desire for an outside nanny 
to enforce good behaviour is deep- 
seated in the Italian national psyche. 
As a founder member of the Euro- 
pean club in 1957, remember, Italy 
was neurotically anxious to join the 
European monetary system when it 
was set up in 1979. And when Britain 
and Italy were jointly ejected from 
the system's exchange-rate mechanism in 1992, they reacted in 
quite opposite ways: the experience reinforced British doubts 
about joining EMU, but made the Italians pray still harder to be 
let into the inner sanctum. That they will find life much harder 
when they get there—and themselves even more in hock to bossy 
Euro-monitors—does not seem to put them off one wit. 

That is also why the Italians, with Mr Prodi to the fore, have 
been surprisingly submissive when Teutonic types have cast 
doubt on their long-term ability to stick to the stony path of fi- 
nancial virtue. Even Mr Prodi, who teases his home-grown jour- 
nalists by telling them how avidly he reads the foreign press, 
seems unruffled when he comes across bleak commentaries in, 
say, a German newspaper, querying Italy's capacity to keep its 
finances in order. Indeed, he sometimes uses the arguments of 
such doubters to try to keep his own supporters in line. But he 
E worries that so many Germans and Dutchmen persist in 


calling fora “sacrificial victim" among euro-aspirants to propiti- - 


ate the gods of fiscal rectitude before the new currency begins. In 


Father Prodi's church, such practices are heretical. Hope and 


prayer are the order of the day. Please God. Please Helmut. 
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THE BALKANS 





Kosovo’s public-spirited police 





Europe's roughest neighbourhood 


OU cross no border to get from Belgrade to 

Pristina, yet as you approach the city a flak- 
jacketed policeman will inspect your passport. If 
you arrive on a windy day, the uncollected rubbish 
will swirl about you. There are no rubbish collectors 
in evidence, only police, who spend their days flag- 
ging down cars at random, extracting “fines” for of- 
fences they invent on the spot. In the villages 
around Pristina it is worse: policemen routinely ha- 
| rass and occasionally torture inhabitants, who an- 
swer with smouldering hatred. This, surely, is the 
grimmest spot in Europe, the crucible, some fear, of 
its next war. 

Pristina is the capital of Kosovo, a province of 
Serbia* almost entirely peopled by Albanians, most 
of whom regard Serbia as an occupying force. To 
Serbs, though, Kosovo is hallowed ground. Here 
Prince Lazar fell in glorious defeat to the invading 
Ottoman empire in 1389, opening an epoch of op- 
pression that ended only when Yugoslavia fell 
apart in 1991. Serbs would no more think of yield- 
ing Kosovo to Albanians than would Jews of 


still in dispute, Yugoslavia is commonly called Serbia and Montene- 
gro, or simply Serbia. This survey will refer to the remaining federal 
entity as Yugoslavia, and reserve the name Serbia specifically for that 
republic. Serbs are an ethnic group, which constitutes a majority in 
Serbia and the Serb Republic and a minority in Croatia. Serbians are 
the citizens of Serbia. Similarly, Croats are an ethnic group and Cro- 
atians the citizens of Croatia. Bosnia-Hercegovina will be referred to 
as Bosnia. 
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handing Jerusalem to Palestinians. Serbia’s corrupt 
and brutal rule is supposed to make this clear to 
Kosovars, but it also feeds an enraged separatism 
that makes an uprising seem all but inevitable. 

Western diplomats watch this slow dance to di- 
saster with horror. The fear is that domestic vio- 
lence in Serbia could turn into yet another Balkan 
war. Macedonia, a least a quarter of whose people 
are Albanian, might be dragged in, and with it 
neighbours that have never stopped questioning its 
newly won statehood: Bulgarians, Greeks, Yugo- 
Slavs and Albanians. If Greece got involved, so 
might Turkey, its bitter Aegean rival. Their clash 
would weaken NATO's southern tier. Would Russia, 
patron to both Serbia and Greece, stand aloof? 

The Balkan region has a penchant for "produc- 
ing more history than it can consume", as Churchill 
once put it. This century it triggered the first world 
war, used the second as cover fcr inter-ethnic 
slaughter and fought three wars of its own. The lat- 
est of these, a four-year conflict across three of the 
five republics that used to make up Yugoslavia— 
Serbia, Croatia and Bosnia-Hercegovina—left some 
100,000 dead and drove 3m people from their 
homes. Some 35,000 NATO-led troops are now in 
Bosnia to stop that tiny, strife-filled country from 
going to war again. In Macedonia and on the bor- 
der between Serbia and Croatia the United Nations 
is maintaining much smaller operations to keep 
the peace. And in Albania last year foreigners led by 
Italy intervened to end anarchy after the collapse of 





It is tempting to 
leave the 
fissiparous 
Balkans to their 
own devices; but 
unless the West 
remains deeply 
involved, there is 
little hope for the 
region, argues 
Brooke Unger 
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a number of pyramid selling schemes. 

History has left the Balkans with borders that 
coop up together peoples who occasionally kill one 
another and divide them from those they deem 
their brethren. The Yugoslav wars of 1991-95 began 
as an attempt by Serbia to unite all Serbs under one 
political roof when it became clear that Yugosla- 
via—a state shared by Orthodox Christian Serbs, 
Bosnian Muslims, Roman Catholic Croats, Albani- 
ans and assorted minorities—was breaking up. 
That ambition unleashed, Croatia could demand 
no less for Croats. Serbia and Croatia waged war 
against Bosnia’s Muslims, who make up that coun- 
try's largest ethnic group, and also, in Bosnia and in 
Croatia, against each other. The peace treaty negoti- 
ated in 1995 at Dayton, Ohio, and the NATO troops 
sent to enforce it, are keeping Bosnia’s Muslims, 
Croats and Serbs from each other's throats, and the 
ethnic imperialists in Croatia and Serbia at bay. But 
the rumbling among Albanians in the south is the 
sound of a history factory still in full operation. 


Ballots and butter 


in the Balkans memories are fixed; it is the maps 
that shift. So it is not surprising that peace plans 
often come in cartographic form. Henry Kissinger, a 
master global strategist and former American secre- 
tary of state, recently suggested Bosnia should be al- 
lowed to break up into separate Serb, Croat and 
Muslim states. Some Serb intellectuals think 
Kosovo should be partitioned, into a Serb half in 
the north—with the most revered national monu- 
ments—and an Albanian half in the south. 

The idea that peoples and borders should coin- 
cide looks appealing partly because it seems to have 
worked elsewhere in the area. Slovenia, by far the 
richest ex-Yugoslav state and the only one to get an 
early invitation to join the European Union, has 
been quietly homogenising itself for decades. Even 
as a constituent part of Yugoslavia, it used to re- 
quire migrants from other parts of the country to 
obtain permits to work there. Croatia, which cut its 
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Serb population from 12% to 5% in a quick and bru- 
tal reconquest of land during the latest war, is ex- 
Yugoslavia's second-richest country. 

Contrast their fortunes with those of ex-Yugosla- 
via's more multi-ethnic states. Neither Bosnia nor 
Macedonia feels certain of survival, let alone pros- 
perity and membership of the European Union. By 
an ironic twist, Serbia, the inventor of ethnic cleans- 
ing, is the victim ofa historical trick that happens to 
make it the most multi-ethnic successor to Yugosla- 
via bar Bosnia. Only two-thirds of its population 
are ethnically Serb. 

This survey will resist the fashion for 
cartography, for several good reasons. First, it is 
dangerous: redrawing borders usually produces 
bloodshed and refugees. And once started, there is 
no end to the remapping. If the Serb Republic gains 
independence from Bosnia, why should Kosovo 
not break free from Yugoslavia to join Macedonia's 
Albanians, and why should both of them not even- 
tually merge with their mother country into a 
Greater Albania? And what about Greater Bosnia? 
Sandzak, a region that straddles Serbia and Monte- 
negro, has 250,000 Muslims who look increasingly 
to Bosnia. Then there are Greeks in southern Alba- 
nia (which Greeks sometimes call "northern Epi- 
rus") and Serbs in eastern Croatia. Most of the 
"greater" projects would involve dismembering Yu- 
goslavia, still the region's pre-eminent power. 

Second, the idea of annexing territory settled by 
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their kin Has lost some of its x fot the region’ S 
mother countries. Albania and Bulgaria are too 
busy trying to build free-market democracies to har- 
bour designs on Kosovo and Macedonia. Defeated, 
impoverished Yugoslavia has little appetite for 
swallowing Bosnia’s Serb Republic, at least for now. 
Only Croatia actively hankers after unredeemed 
Croat lands in Bosnia: The immediate risk to Bal- 
kan peace is not so much aggression but secession 
by minoriti nough to contemplate state- 
hood, which | could trigger war. This survey 
will argue, therefore, that peace depends on how 
Balkan countries treat their minorities. 

Rather than on redrawing maps, all efforts 
should be concentrated on curing two crucial Bal- 








‘kan failings: a dearth of democracy, and disastrous 


economic policies. Whereas Yugoslavia was the 


|. communist world's most open economy, and one 


ofthe richest, most of its successor states have fallen 


. far behind other Central European economies. Al- 
.. bania, Europe's second-poorest country, has been 
confirmed in that status by the collapse last year of 
1 the pyramid schemes into which half the popula- 


| had invested much of their savings, and by the 
it followed. 

'gimes of ex-Yugoslavia and Albania range 
1 the dictatorial to the democratic. But even 
re democracy i is relatively well established, in 


“Slovenia and in Macedonia, it is flawed. Political 


parties have too much power over every other insti- 


tution. That discourages economic. restructuring 


throughout the region and, in most countries, in- 
vites corruption and undermines the rule of law. 
War and trade sanctions on Serbia made matters 
worse in the three countries where most of the fight- 
ing took place. They entrenched authoritarian par- 
ties and encouraged region-wide smuggling that 
turned public servants into mafiosi. Now war-time 
leaders use a mix of nationalism and economic 
bribery to hold on to power. The cost of that bribe is 
reflected in the Balkan region’s large trade deficits. 
Consume and don’t worry about producing the 
goods to pay for it, say the demagogues to their peo- 
ple; in return, overlook our abuses of power. 
Democracy and prosperity are not cure-alls; if 


' voting were all that mattered, Bosnia’s Serbs would 


secede, as would Serbia's Albanians and, perhaps, 
their brothers in Macedonia. But societies that em- 
brace democracy and its accoutrements, such as the 
rule of law, independent institutions and human 


—— 


rights, are more likely to win the allegiance of their 
minorities. And if they fail in the end, as Czechoslo- 
vakia did, they are more likely to break up peace- 
fully. Better models, though, are two Balkan coun- 
tries outside the scope of this survey: Romania and 
Bulgaria. With their economies on the point of col- 
lapse, both recently elected reformist governments 
to replace regimes left over from communist days. 
Both started restructuring their economies and 
launched high-profile campaigns against corrup- 
tion. Not coincidentally, both improved relations 
with minorities and with their neighbours. Military 
co-operation between Romania and Hungary, once 
hostile neighbours, is "the best in Europe", says Jon- 
athan Eyal, of the Royal United Services Institute in 
London. Bulgaria's new president, Petar Stoyanov, 
has made overtures to Macedonia. | 

In violence-soaked ex-Yugoslavia and Albania, 
democracy will not come by itself, Democratic hab- 
its must be, and are being, imposed by outside pow- 
ers, notably by the United States and Western Eu- 
rope. That effort is most obvious where violence is 
most recent: in Bosnia and in Albania. Both have 
seen western troops restore order, and both are get- 
ting western lessons in democracy, as well as aid on 
a scale that rivals America's post-1945 Marshall 
Plan. Elsewhere the western touch is lighter but still 
decisive. The region saw one of the few UN opera- 


tions with a mandate to govern a territory (UNTAES 


in Eastern Slavonia), and the only one designed to 
prevent conflict before it starts (UNPREDEP in Mac 
edonia). Croatia is being pushed towards democ- 
racy with a mix of threats and incentives that play. 
on its yearning to join the European Union. Defiant 
Serbia is being contained in an “ouzer wall" of fi- 


Chronology of disintegration 


March 1989:Serbia ends the autonomy 
of Kosovo and Vojvodina, increasing its 
power at the expense of other republics 
in Yugoslavia. 

March 1991: Serbs in Croatia's Krajina 
region declare independence from 
Croatia. 

June-July 1991: Slovenia and Croatia 
declare independence from Yugoslavia; 
Slovenia wins a brief war against the Yu- 
goslav army. 

August 1991: Croatia declares war on 
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Yugoslavia in response to ethnic cleans- 
ing in Serb-held Croatia. 

October 1991: Bosnia’s parliament 
votes for independence; Bosnian Serbs 
vote to remain in Yugoslavia. 

April 1992: Bosnian war begins. 

July 1995: Thousands of Muslims are 
massacred in Srebrenica, designated a 
"safe area" by the United Nations. 
August 1995: Croatia retakes Krajina in 
"Operation Storm"; NATO begins large- 
scale bombing of Serb targets in Bosnia. 


November 1995: Negotiation of Day- 
ton agreement and Erdut agreement 
(providing for UN administration of 
Eastern Slavonia). 

December 1995: 60,000 NATO-led 
troops deployed in Bosnia; 5,000 UN 
troops deployed in Eastern Slavonia. 
December 1996: Pyramid investment 
schemes collapse in Albania, causing 
nationwide anarchy. 


April 1997: 6,000 Italian-led troops de- 


ployed to restore order in Albania. — — 
June 1997: Albania's ruling Democratic 


Party loses internationally supervised : 


elections to ex-communist pate 
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nancial sanctions and encircled in a democratic 
noose: although the West cannot democratise Ser- 
bia directly, it is promoting democracy in all its 
neighbours, including its two satellites, Montene- 
gro and the Serb Republic. 

Among ex-Yugoslavia’s neighbours, the role of 
the West is no less important. Bulgaria and Roma- 
nia are liberalising under the lash of the World 
Bank and the International Monetary Fund; Greece 
is more interested in joining Europes monetary 
union than in pursuing nationalist dreams. The 
Balkans are becoming, in effect, a quasi-protector- 


ate of the West. This is no guarantee of stability. 
Western peacemakers sometimes seem as Balkan- 
ised as the region they are trying to pacify. They 
failed to stop the war in former Yugoslavia, and 
they have squabbled over how to keep the peace 
there. Since no war has erupted in the southern Bal- 
kans, they seem to think it is safe to pull UN troops 
out of Macedonia later this year. As tensions abate, 
the risk is that the West's attention will flag. In this 
region of long memories and dusty maps, that 
would be a fatal mistake. Nowhere is that risk 
greater than in Bosnia. 





A precarious peace 


HE re-unification of Bosnia is a worryingly am- 

bitious undertaking. It seeks to subdue without 
conquest, to brainwash without force, to accom- 
plish social evolution without history. Unlike the 
Allies who grafted democracy on to Germany and 
Japan after the second world war, westerners are in 
Bosnia as referees, not victors. And the clock is tick- 
ing. The mandate of sFOR, the 35,000-man, 36-na- 
tion NATO-led force keeping the peace in Bosnia, 
expires in June 1998. If the United States Congress 
agrees, a smaller force will follow; but the patience 
of its western paymasters will not endure forever. 

What sort of peace are they keeping? When it 
was agreed by the region's leaders in November 
1995, the Dayton peace treaty was dismissed as a sly 
blessing on the spoils of war: Bosnia-Hercegovina 
would be a paper nation. Its constitution, written 
into Dayton, gives Bosnia's central government the 
power to sign treaties, print money, confer citizen- 
ship and control air traffic—but not much else. Any 
member of its three-man presidency—made up ofa 
Muslim, a Croat and a Serb—can block a decision, 
as can any ethnic group in its parliament. The Serbs 
have made lavish use of that provision to deprive 
the central government of what little scope for ac- 
tion the constitution allows it. 
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The real powers in the land are its two constitu- 
ent "entities": an ethnically cleansed Serb Republic 
and a Muslim-Croat Federation, each of which has 
its own army. The smart betting at the time was that 
the Serb Republic would eventually split off to join 
Serbia. The Federation would then be dismem- 
bered by Croatia, leaving Bosniacs (Bosnian Mus- 
lims) with a rump state at the mercy of the two re- 
gional bullies. As for Dayton's pledges to arrest war 
criminals and to return refugees to their homes, the 
ethnic cleansers were asked to remix their commu- 
nities and arrest themselves. 

What has changed is that the governments 
which supply the money and men for Bosnia's re- 
construction now seem to take the Dayton prom- 
ises seriously. Why? Diplomats talk high-mindedly 
about reversing ethnic cleansing and refusing to re- 
ward aggression. But beyond that, there are at least 
three hard-headed arguments against formal parti- 
tion of Bosnia. First, it would turn Bosnia into a 
rump Muslim state, resentful, aligned to Iran, 
prone to violence and bent on reconquest of its lost 
territories. Second, the untethering of the Serb Re- 
public would probably prompt Serbia to claim it 
on the ground of ethnic affinity, while continuing 
to argue against secession of its Albanian-popu- 
lated province, Kosovo. That would make a non- 
sense of any wider concept of peace in the Balkans: 
if Serbia remains a multi-ethnic state, so must Bos- 
nia. Third, the West is not only re-integrating Bos- 
nia; perhaps more important, it is democratising it. 
To agree to partition would be to grant full sover- 
eignty to undemocratic states that abuse human 
rights and allow alleged war criminals to govern. 


First the hard part, then the harder one 


Think of Dayton as having two buttons: fast-for- 
ward to speed Bosnia's two entities towards the 
norms of democracy, and rewind to restore Bosnia 
to something like its pre-war ethnic mix. The first 
task is daunting, the second next to impossible. But 
not quite: Dayton may be hypocritical, but it is also 
pragmatic. It is uncompromising on only one 
point: that Bosnia remain a single country. The two 
buttons can operate at different speeds. Yet both 
have moved agonisingly slowly. 

Westerners in Bosnia believe that people do not 
kill people, politicians kill people. Change the poli- 
ticians and the institutions they control, and you 
change the culture of fear and intolerance that 
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make it impossible for Muslims, Croats and Serbs 
to live together. “The divisions are created by power 
elites to preserve their power,” says Carlos Westen- 
dorp, the West's chief representative in Bosnia. 

The elites are pretty tenacious. They have, in ef- 
fect, split Bosnia into at least seven states, as well as 
a number of rogue baronies. There are the three 
Dayton-approved states—the two “entities” and the 
loose-jointed confederation between them. The 
Serb Republic has itself been split in two by a power 
struggle between its president, Biljana Plavsic, 
whose stronghold is in the west, and Pale-based 
Radovan Karadzic, a hardline nationalist who has 
been indicted for war crimes. The three nationalist 
parties, one representing each of the main commu- 
nities, are almost states unto themselves: they still 
win most of the elections, control most of the media 
and dole out most of the patronage. 

Whereas Dayton depends on the precise appor- 
tionment of power and responsibility, the essence 
of these parties is to smudge distinctions. For them 
the line between politics and business is invisible; 
Mr Karadzic's Serb Democratic Party (sps) is a ma- 
chine for smuggling and extortion, and the other 
two parties are hardly less venal. 

The sps and the Croatian Democratic Union 
(HDz) also have trouble distinguishing between 
Bosnia and their mother countries. The HDz has the 
more acute form of border blindness: from Mostar, 
it runs the "Community of Herceg-Bosna", which 
distributes Croatian textbooks to schools in Croat- 
dominated western Hercegovina, pays pensions 
and siphons off revenue. Bosnian Croats elect sev- 
eral of the deputies in Croatia's parliament in Za- 
greb and dominate the most nationalist faction of 
the Croatian Hz, the country's ruling party. Rela- 
tions between Serbia and the Serb Republic are less 
close, but the two have forged a "special parallel 
relationship" (permitted under Dayton), and their 
armies are still virtually one. 

The Muslim Party of Democratic Action (SpA) is 
the only one of the trio with a stake in a unified 
Bosnia. With 52% of the population, Muslims are 
the biggest ethnic group; with less than 40% of the 
land, they were the war's chief victims and have the 
biggest interest in reclaiming lost territory. 

But no party is above sabotaging Dayton, and 
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thanks to Dayton's ethnic veto, nothing is easier. 
The Serbs are the most obstructive, endlessly snarl- 
ing up the introduction of Bosnia's non-ethnic li- 
cence plates and its own currency by arguing over 
typefaces. Even the Muslims, who claim to want a 
multi-ethnic state, cannot resist adding their own 
flavour to the bits they control. Non-Muslim offi- 
cers, for example, were purged from the Bosnian 
army after the war. Local intransigence has held up 
investment and economic restructuring, leaving 
GDP per head at less than half its 1990 level. The 
Federation is less poor because it has been more co- 
operative, and because some of Croatia's relative 
prosperity is rubbing off on it. But virtually no aid 
has gone to the stubborn Serb Repuolic. The politi- 
cal gulf between the two entities has been deepened 
by an economic one. 


A march through the institutions 


The more that Bosnians resist Dayton, the more 
deeply involved the West gets in enforcing it. The 
Office of the High Representative, at first almost im- 
potent, is accumulating power over the flotilla of 
western civilian agencies in Bosn:a and getting 
more co-operation from NATO. In December the 
western-controlled Peace Implementation Council 
gave Mr Westendorp the power to resolve disputes 
by binding arbitration, which prompted the Bosni- 
ans to agree on a long-stalled passport and a citizen- 
ship law. Since local leaders have no intention of 
arresting those indicted for war crimes, SFOR is be- 
ginning to do the job itself: since mid-1997 it has 
arrested two Croat suspects and one Serb, and 
killed another. 

When Mrs Plavsic broke with Mr Karadzic and 
dissolved the Serb Republic's sps-controlled parlia- 
ment, the West saw a chance to get rid ofthe intran- 
sigent Pale clique and install someone who at least 
claimed to support Dayton. In No- 
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vembers parliamentary elections 
the sps lost its majority but re- 
mained the biggest party. Mrs 
Plavsic’s new Serb People’s Alliance 
got the second-largest number of 
seats. But no party had a firm grip 
on power, giving Yugoslavia’s 
strongman, Slobodan Milosevic, a 
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Some 2m refugees 
have yet to be 
resettled. But not 
all of them want to 
go back 





chance to meddle. 

Heartened by the Serb nationalists’ waning 
popularity and by opinion polls showing that Bos- 
nians generally support Dayton, the West is trying 
desperately to turn Bosnia into a liberal polity, in- 
stitution by institution: 

e Media. sFOR shut down Pale's hate-spewing tele- 
vision channel. News programmes on Mostar's ra- 
bidly nationalist Croat television went off the air 
rather than bow to western pressure. 

e The police. The International Police Task Force is 
teaching western ideas of law enforcement to Bos- 
nian police forces, which commit 70% of the coun- 
try’s human-rights violations. 

e The army. The United States is re-arming and 
training the soon-to-be-united Muslim and Croat 
armies of the Federation, much to the dismay of Eu- 
ropeans, who fear it will be used to attempt a recon- 
quest of the Serb Republic. Less controversial is the 
western programme to meld Croat and Muslim 
units and to imposecivilian control by Bosnia's col- 
lective presidency. 

e Elections. These happen often and are closely, if 
not always scrupulously, monitored by the Orga- 
nisation for Security and Co-operation in Europe 
(OSCE). Since the results are usually not to the West's 
liking, thought is being given to changing the elec- 
toral system to force candidates to canvass among 
ethnic groups other than their own. 

e Traffic. sFoR has cleared checkpoints off the 
roads, and Bosnians are beginning to venture into 
areas controlled by other ethnic groups. The intro- 


duction of a single car-licence plate should remove 
the last big obstacle to the free flow of traffic. 

But can people really be united by fusing their 
institutions? The best place to look for an answer is 
probably central Bosnia. Here ethnic cleansing was 
less efficient than elsewhere, so it remains the coun- 
try's most multi-ethnic region. Multi-ethnic, but not 
integrated: Croats live in discrete bubbles sus- 
pended in Muslim aspic. 


Café society 

One such community is Nova Bila, a swelling in the 
road just south of Travnik, once a seat of Ottoman 
administration in Bosnia. They call it "Travnik in 
exile", and if you go to the Verona Café you can see 
why. It is full of Croats expelled from their homes by 
Muslims. “Magda”, a barmaid at the café, works 
down the road from her old village, acting as a scout 
for her family, waiting in Croatia for a chance to 
return home. Muslims murdered 34 Croats from 
her village, she says. Now the “mujahideen” are 
building a mosque. 

The five-minute drive to Travnik takes you to a 
different world, a city of minarets and bearded 
men. The Ottomans have been replaced by western- 
ers charged with restoring central Bosnia to some- 
thing like its pre-war state. The Bosniac and Croat 
police forces here have already been unified, the 
ethnic symbols wiped off the licence plates of their 
patrol cars. Travnik’s cantonal government is be- 
ginning to function normally. Some 5,000 Croats 
live in Travnik, despite its forbidding Islamic face, 
and more are drifting back. The authorities are try- 
ing to arrange a grand “intra-cantonal” swap of 
populations that would see Croats and Bosniacs re- 
turning to their original homes. 

Will it work? “Marko”, a patron of the Verona 
Café, is an officer in Travnik’s newly integrated po- 
lice force. Ask him which country Nova Bila belongs 
to, and he will say Croatia. “Screw Bosnia,” he 
snarls. But question him further, and you discover 
that he does not mind patrolling with Muslim po- 
licemen; what he does mind is that the sDA issues 
their promotions. 

Next September's elections to Bosnia's various 
presidencies and parliaments will be the next big 
chance—perhaps the last—for people like “Marko” 
and “Magda” to prove that Bosnians want leaders 
who want co-existence. That makes 1998 a make-or- 
break year for Dayton’s first goal: to democratise 
Bosnia and keep it whole. That applies also to the 
second target: to restore Bosnia’s multi-ethnic char- 
acter by returning refugees to their homes. 





Brotherhood and disunity 


HOSE who would rewind history have little to 

show for their efforts so far. Of the 3m people 
driven from their homes by ex-Yugoslavia’s war, 
some 2m are still without “durable solutions”. Most 
of them are from Bosnia, and their right to return is 
enshrined in the Dayton peace agreement. But 
there are also some 200,000 refugees from Croatia, 
mostly Serbs who were driven into Yugoslavia and 
the Serb Republic by the American-backed recon- 


quest of Krajina and Western Slavonia. No treaty 
guarantees their right to return, but since many of 
them occupy houses belonging to Bosnian refugees, 
Croatia must let them back ifthe promise of Dayton 
is to be kept. The return of refugees and the prosecu- 
tion of war criminals were to be the twin pillars of 
post-war justice; the first, at least, is likely to remain 
half-built. 

Can Serbs, Croats and Muslims live together 
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peacefully? The architects of Dayton insist they can; 
the apostles of partition say hatred runs too deep. 
The truth is muddier. All are Slavs who speak Serbo- 
Croat. Their religious differences are not so much 
disputes about doctrine as about history: the 
Bosniacs became Muslim because they collabo- 
rated with their Ottoman occupiers; the Serbs re- 
jected Ottoman rule and remained Orthodox; the 
Croats’ Roman Catholic faith, and their sense of be- 
longing to Central Europe rather than to the Bal- 
kans, was preserved by Habsburg rule. Their ha- 
treds are not fixed. No resentment is deeper than 
that between Croats and Serbs, who revile each 
other as Chetniks (Serb nationalists) and Ustashe 
(Croat fascists); yet it is Muslims, not Serbs, who risk 
hostility in Croat Nova Bila. 

Josip Tito, the architect of post-war Yugoslavia, 
sought to bring “brotherhood and unity” to his peo- 
ple, but balanced ethnic interests rather than eradi- 
cating them. True, the inter-marriage rate among 
Bosnians was as high as 30%, but in the last census 
taken before war broke out in 1991, just 6% identi- 
fied themselves as Yugoslavs. In most marriages the 
children adopted their father’s ethnic identity. 
Aleksa Djilas, a Serbian writer, points out that fight- 
ing in Bosnia was fiercest where the inter-marriage 
rate was highest. “In Bosnia, every minority was big 
enough to start a war," Mr Djilas points out. It was 
not hatred but fear of domination that set them off. 

That perilous parity will not be restored. Refu- 
gees who return to areas conquered by another eth- 
nic group know they will be returning as minor- 
ities. They may win local power and gain cultural 
rights, but only in exchange for submitting to the 
authority ofthe dominant nation. That is the sort of 
multi-ethnicity that awaits Bosnia and Croatia: re- 
turning refugees will feel more like immigrants 
than home-comers. 


Where home is a dangerous place 


So far, minority returns have been negligible. By De- 
cember 1997, just 35,000 of the 400,000 displaced 
Bosnians who returned home had gone to areas 
where their ethnic group constituted a minority. 
Most of them were old people going back to Mus- 
lim-controlled areas. Hardly any young non-Serbs 
have returned to the Serb Republic. Without a 
breakthrough, Dayton's promise of the right to re- 
turn will come to nothing. 

This is not a simple story of peacemakers versus 
bigots. It is also about aid donors, who help shape 
the conditions that await returning refugees and, 
crucially, the refugees themselves, who are likely to 
respond as much to economic signals as to political 
ones, All of these groups have mixed motives. 

The return of refugees so far has been all push 
and no pull. The pushers are mainly western gov- 
ernments. They want to fulfil their Dayton prom- 
ises, and some, such as Germany, also want to get 
rid of refugees living expensively within their bor- 
ders. But not even they have pushed consistently. 
Sweden, for example, has offered its refugees per- 
manent residence. Germany is pushing indiscrimi- 
nately: some Muslims are being pressured to return 
not to their own homes but to Serb homes in over- 
crowded places such as Sanski Most, where they are 
becoming an embittered group prey to Islamic rad- 
icalism. At least half the people returning from 
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abroad settle somewhere other than their original 
homes, reinforcing Bosnia's ethnic divisions. 

As for pull, by no means all refugees want to re- 
turn to their original homes. Governments on the 
receiving end are mostly hostile. Local authorities 
in Drvar, in Croat-controlled Western Hercegovina, 
burnt down 300 houses to discourage the 17,000 
Serbs who used to live there from going back. In 
Croatia proper, President Franjo Tudjman says the 
Serbs now in Yugoslavia and Bosnia will be al- 
lowed back, but local authorities delay restoring 
their property and channel aid to non-Serbs. 

Non-government organisations are increas- 
ingly casting doubt on the whole idea of pressing 
for the return of minorities. "Are we helping Mus- 
lim families by pushing them home?", wonders one 
NGO worker. “They will not get... fair treatment, 
fair anything." Some murmur about "voluntary re- 
location", and point out that Dayton provides for 
compensating refugees who cannot return. 

Even if there were no other problems, property 
alone would present a huge hurdle to would-be re- 
turnees. Refugees live in the houses of other refu- 
gees, forming endless chains of squatters, at least 
one of whom is bound to balk at going home. And 
some of the homes will be uninhabitable. About a 
tenth of Bosnia's housing stock was destroyed dur- 
ing the war; another 25-30% is uninhabitable. 

And how much return makes economic sense? 
War sped up urbanisation by two generations, says 
Kevin Mannion of the International Management 
Group. Newly citified Bosnians are not eager to re- 
turn to mountain villages and subsistence farming. 
Nor is there much point in repopulating Zenica, for 
example, with its defunct steel plant that used to 
employ 10,000 people. Unemployment among re- 
turning refugees is so high—92%, according to one 
study—that even refugees living in appalling condi- 
tions in Yugoslavia would rather stay put for now. 

Peacemakers, now desperate for progress on mi- 
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But refugees need more than bread 





What makes 
Croatia and Serbia 
| tick, separately 








nority returns, have begun to realise that political 
goodwill is not enough. Most of their hopes are now 
invested in five “clusters” in Bosnia where some 
housing is available and where the restoration of 
basic services, such as schooling and electricity, will 
be co-ordinated with the return of refugees. The 
cluster programme aims to lure at least 200,000 
people this year, at least a quarter of whom should 
be minority returnees, not just old people but fam- 
ilies, and not just to Muslim-dominated areas. In 
additon, seven “open cities” have agreed to accept 
minority returns in exchange for aid. 

That is just a start. It costs $3,400 a head to reset- 
tle a family properly, but the aid pledged so far will 
pay for only a small fraction ofthe planned resettle- 
ment this year. Worse, little thought has been given 
to jobs; aid for refugee return and for business in- 
vestment is handled separately, the weak link in re- 
rurn policy, admits an official on the High Repre- 





The two culprits 


ROATIA'S Franjo Tudjman and Serbia's Slobo- 
dan Milosevic have the same understanding 
of power. Both lead nominal democracies, with op- 
position parties and independent newspapers. But 
there is no doubt where the real power lies in their 
respective countries. Television, the only source of 
news for most people, is a tool ofthe ruling cliques. 
Success in business is largely a matter of paying 
them off. Judges, academics, bureaucrats and army 
officers understand that they are servants of a party, 
not a country. The opposition is feeble; dissidents 
are crying in the wilderness. 
Set against these deep affinities, the differences 
at first look superficial. Zagreb, Croatia's capital, is a 
neat Central European town where washing may 
not be hung out in public and western music is the 
norm in cafés and restaurants. Serbia's capital, Bel- 
grade, is a city of kiosks; the ambient music is Ser- 
bian "city folk". But these may be the differences 
tha: matter. For Croatia desperately wants to be- 
long to the West, and can therefore be pushed to- 
wards greater openness and pluralism. Serbia is 


sentative's Reconstruction and Return Task Force. 
The weakness reflects a deeper confusion over pri- 
orities. When refugee return and economic devel- 
opment are at odds, what should be the balance be- 
tween them? Should urbanisation be reversed? And 
how big a role should the market play? 

That last question may be the most important 
for, left to themselves, people will heed the market's 
signals. The Commission on Real Property Claims 
has begun to issue certificates that grant people title 
to their homes. If these certificates were made trad- 
able, plenty of refugees would be tempted to take 
cash rather than return to their former homes. And 
there is nothing except empty coffers to stop Bos- 
nia's nationalist governments from buying certifi- 
cates awarded to people their armies once expelled. 
The commission thinks the certificates ought to be 
tradable. After all, the right to sell is central to prop- 
erty rights. Others are horrified at the prospect of 
poor refugees selling out cheaply to the people who 
expelled them from their homes, seeing it as ethnic 
cleansing by financial means. 

Even under the best conditions, minorities feel 
vulnerable. In Eastern Slavonia, where the West has 
more leverage than in Bosnia and where the local 
power, Croatia, is relatively co-operative, many 
Serbs moved property out of the region before the 
expiry of the UN's mandate on January 15th. So his- 
tory in Bosnia and Croatia may be rewound only a 
little, and that might suit most people fine. Dispos- 
sessed Muslims would be at least partially molli- 
fied. Indeed, the Muslim-dominated Federation 
might think twice about attacking the Serb Repub- 
lic if it contained a vulnerable Muslim minority. 
Minority return poses security problems of its own, 
but these are the province of the police and the 
courts. And some return is needed to make seces- 
sion by either of Bosnia's two entities unthinkable. 

Can such a Bosnia survive? That depends 
largely on its neighbours, Croatia and Serbia. 
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ambivalent at best. The West can bully and cajole 
Serbia, as it is doing, but it cannot seduce it. Change, 
when it comes, may be sudden and violent. 

Paradoxically, though, Croatia is in some ways 
the bigger threat to regional peace. Unlike Serbia, it 
still feels feisty enough to plot the carve-up of Bos- 
nia. The border between Croatia and western 
Hercegovina is almost invisible. Serbia, by contrast, 
is at least temporarily reconciled to a border with 
Bosnia. Those with reason to fear the Belgrade re- 
gime are the minorities within its borders: the Alba- 
nians of Kosovo, the Muslims of Sandzak and the 
Hungarians of Vojvodina. 

The difference lies in very recent history. Unlike 
Mr Milosevic, Mr Tudjman won his war, driving 
out the Serbs and giving Croatia the first real inde- 
pendence it has known since the 12th century. That 
accomplishment has bewitched Croatians, who 
still believe they are engaged in a great national en- 
deavour. Mr Tudjman, who won a third term as 
president last summer, has used this almost un- 
questioning loyalty to build a centralised state, 
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wrapping his monopoly on power in grandiose pa- 
triotism. His party, the HDZ, controls parliament 
unchallenged, but the real power lies with his in- 
ner-circle National Security Council. Mr Tudjman 
is buoyed up by his control of television and by the 
Croatian diaspora, which favours the Hpz and is 
entitled to about a tenth ofthe seats in parliament. 


After Tudjman 


Yet the Tudjman era may be ending. He himself is 
thought to be ailing; Gojko Susak, the defence min- 
ister and keeper ofthe flame of irredentist national- 
ism, is known to be sick. The regime's mystique is 
being slowly rubbed away. Fissures within the HDZ, 
which is less popular than its leader, are becoming 
more visible. The party has at least three factions: a 
pragmatic one, a nationalist one dominated by 
Croats from Hercegovina, and a Christian demo- 
cratic one which shuttles between the other two. 
Factional squabbling is the main form of policy 
debate. Lately the pragmatists have been prevailing, 
thanks partly to foreign backing. Mr Tudjman's 


Milosevic and Tudjman have much in common 


promise in July to let refugees return, and the sur- 
render in October of ten Croats indicted for war 
crimes, are evidence of their ascendancy. But 
hardliners often write the fine print: Croatia refuses 
to surrender documents that might be used to con- 
vict Croat war-crimes suspects, and few refugees ac- 
tually make it home. Divisions are manageable as 
long as Mr Tudjman is around to contain them. 
When he leaves the scene, the HDz may well split. 

If there is any hope for change before Mr Tudj- 
man leaves, it comes from the economy. The oppo- 
sition waits for the day when people begin to notice 
that they are poorer than they ought to be, and that 
the fathers of the nation are also the richest tycoons. 
A crisis would help. Living standards are now in- 
flated by an overvalued currency that is sucking in 
more imports than Croatia can afford. 

Opposition parties, however, are ill-placed to 
exploit the regime's shortcomings. In the frenzied 
climate of war and its aftermath, their unenviable 
task was to attack Mr Tudjman the hero, and the 
experience has addled them. They are timid about 
opposing the HDZ's nationalist excesses, and slow 
to support democracy movements sweeping 
through non-party institutions. They spend most of 
their time in-fighting. Repeated attempts to form an 
alliance of centrist parties have failed. Disarray in 
the centre has made the ex-communist Social Dem- 
ocratic Party the most credible opposition party, 


THE ECONOMIST JANUARY 24TH 1998 


THE BALKANS SURVEY 13 


even though it won a scant 16.5% of the votes in last 
year's elections to the upper house of parliament. 

A change of parties will not mean a rapid 
change of system. Opposition parties in local gov- 
ernments they control have shown themselves to be 
no more liberal-minded than the HDZ. And several 
are being courted by various factions of the HDz 
against the day when they may want allies in their 
struggle with each other. The first post-Tudjman 
governments are likely to incorporate fragments of 
the HDz and many of its bad habits. 

Until party politics grows up, genuine opposi- 
tion will come from outside: from the intelligentsia 
and the same line-up of foreign powers that is try- 
ing to set Bosnia straight. A group of journalists 
from the electronic media disgusted with the HDz’s 
control of radio and television recently formed a 
new body, Forum 21, to agitate for change. Research- 
ers in the academic institutes, which Mr Tudjman 
nationalised in 1993, may form a similar group, 
and there are hopes that the movement will spread 
to the judiciary as well. Croatia needs "young cos- 





mopolitan intellectuals to run the country," says 
Zrinka Vrabec-Mojzes, a director of Zagreb's inde- 
pendent Radio 101. 

But it is foreign powers that have the clout. West- 
ern ambassadors scurry around Zagreb blowing on 
the embers of democracy, rallying the HDz’s prag- 
matists, twisting arms in the regime. Although Cro- 
atia is subject neither to Dayton's machinery nor to 
the financial sanctions against Serbia, shadowy ver- 
sions of both are at work. Until January 15th, a UN 
force under American command governed Eastern 
Slavonia, the easternmost region of the country, 
populated mainly by Serbs. Before withdrawing, 
the UN extracted promises of good behaviour in 
Eastern Slavonia and towards Croatia’s Serb mi- 
nority generally from Mr Tudjman. Now 250 for- 
eign human-rights monitors have fanned out 
across Croatia. Whenever the government misbe- 
haves, World Bank credits dry up; Croatia is barred 
from PHARE, the European Union’s main aid pro- 
gramme for the region. The regime grumbles about 
western pressure and nurses its bruised sover- 
eignty, but at least Croatia knows it wants to be part 
of the West. 

In Belgrade, giving in to foreign blandishments 
is known as the sin of “mondialism”, considered 
just as bad as “Yugo-nostalgia” in Croatia. There are 
certainly plenty of foreign demands being made: 
surrender Serb war criminals to the court at The 
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Hague, push the Serb Republic to re- 
spect Dayton, recognise the opposi- 
tion’s victory in Montenegro’s presi- 
dential elections, democratise, offer 
some kind of autonomy to Kosovo's 
restive Albanians. The penalty Ser- 
bia pays for resisting mondialism is 
the “outer wall” of sanctions left 
over from the Bosnian war. They 
deny Serbia membership of inter- 
national financial institutions such 
as the World Bank and Interna- 
tional Monetary Fund, cutting it off 
from foreign capital. That penalty 
hurts, for Serbia is nearly bankrupt. 
Its foreign-exchange reserves have 
dwindled to about $200m, not 
enough to pay for a month’s im- 
ports. About a quarter of the work- 
force is unemployed, and industrial 
output is still well below its pre-war 
level. The decaying economy may 
prove more dangerous to Mr Milos- 
evic than did defeat in war. No won- 
der he and his wife, Mira Markovic, 
a professor of Marxism who heads 
the left-wing but commercially 
switched-on Yugoslav Left party, are 
said to be looking closely at the 
“Chinese model”: economic liberalisation without 
the political kind. 

To date, however, Mr Milosevic has proved re- 
markably adept at avoiding liberalisation of any 
sort. In early 1997 he appeared to be mortally 
wounded as hundreds of thousands of people 
massed daily in cities across Serbia to protest 
against the invalidation of opposition-party vic- 
tories in municipal elections. Mr Milosevic eventu- 
ally caved in, acknowledging the electoral victories 
in 14 cities of Zajedno, a three-party opposition alli- 
ance. However, Zajedno fell apart even faster than 
sceptical observers had expected. Its leaders squab- 
bled; one overthrew the other as mayor of Belgrade. 
Worse, in local government the opposition be- 
haved as badly as the Socialists. The Serbian Re- 
newal Movement, now in unholy alliance with the 
Socialists in Belgrade, sold city-owned flats dirt- 
cheap to its loyalists and showed its reverence for 
media freedom by sacking the staff of Studio B, a 
television station owned by the government of Bel- 
grade. The opposition’s behaviour has been “a big, 
big disappointment for all of us,” says Dragan 
Djilas, an ex-student leader who now works for a 
western marketing firm. All grist to Mr Milosevic’s 
mill His most recent challenger, Vojislav Seselj, a 
strident nationalist, lost a second bid for Serbia’s 
presidency in December, though he disputes the 
result. 


The Montenegro complication 


To consolidate his position as federal president— 
the unelected job he took last July because he could 
not run for a third term as president of Serbia—Mr 
Milosevic still needs the co-operation of Montene- 
gro. That is not proving easy. In October Montene- 
gro elected as president its prime minister, Milo 
Djukanovic, a foe of Mr Milosevic. Pointing to ac- 
cusations of fraud, Mr Milosevic refuses to recog- 


nise Mr Djukanovic's victory, but the West has em- 
braced the new president, who claims to want 
democracy and free-market reforms. The com- 
mander of NATO's southern wing even suggested 
that the alliance would defend Mr Djukanovic if 
Mr Milosevic tried to remove him by force. 

Mr Djukanovic cannot topple Mr Milosevic, 
but he can discomfit him. Montenegro has more 
than its share of power in Yugoslavia's federal par- 
liament, enough perhaps to deny Mr Milosevic the 
formalisation he seeks of the federal president's 
powers. An economically successful Montenegro 
might make Serbs less content with their own lot. 
The West is trying to help if it can do so without 
breaching the wall of sanctions around Yugoslavia. 

Mr Djukanovic makes an unlikely democratic 
hero. Montenegro is if anything less law-abiding 
than Serbia. Its economy relies largely on a ciga- 
rette-smuggling racket that started up when sanc- 
tions were at full strength, apparently without 
much protest from Mr Djukanovic. In Podgorica, 
Montenegro's shabby capital, children spend their 
days selling smuggled cigarettes. "Tsar Milo", reads 
an approving graffito. 

Yet Mr Djukanovic has made some progressive 
gestures. He has promised the republic's Albanian 
minority at least three seats in its parliament, a 
swipe at Mr Milosevic's policy of repression in 
Kosovo. And he has held out the prospect of inde- 
pendence to the judiciary and the media. Liberals 
in Montenegro and Serbia alike are anxious to be- 
lieve him. 

Even so, his victory may be short-lived. Mr Mil- 
osevic is trying to exert pressure on Montenegro 
with an economic blockade. According to the Mon- 
tenegrin government, border controls have gone up 
between Montenegro and Serbia, and Serbia is now 
importing goods through the Greek city of Salonika 
rather than the Montenegrin port of Bar. What hap- 
pens next will depend largely on the outcome of 
Montenegro's parliamentary elections this spring. 
Momir Bulatovic, the defeated president, contends 
that he still controls the biggest single block of votes; 
Mr Djukanovic, by contrast, relies on an unwieldy 
coalition that may fall short of a majority. If Mr 
Djukanovic's coalition loses, Montenegro's next 
prime minister and its representatives in the fed- 
eral parliament will be Milosevic men. Once again, 
he could end up calling the shots. 

But if Mr Milosevic looks secure, it is only be- 
cause he stands atop an institutional ruin. The new 
president of Serbia is a Milosevic puppet. There is 
no formal majority in the Serbian parliament, 
which rarely meets. Belgrade has no mayor. Even 
the ruling parties are in crisis. The Socialist party 
“only functions during elections," says Bratislav 
Grubacic, publisher of vir, a Belgrade-based news- 
letter. JuL, Mrs Markovics movement, is reeling 
from the murder of Zoran Todorovic, one of its 
founders and a close friend ofthe ruling couple. No 
one knows who killed him, or why, but everyone 
agrees that his murder, one of three similar killings 
last year, has "serious political implications"— 
whatever they may be. 

Mr Milosevic seems to sense that his regime is 
too brittle to stand up to serious economic crisis. 
Until now, he has kept Serbia from noticing its pen- 
ury. Wages have climbed tenfold from the trough 
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they hit during the war, and fewer people live in 
poverty. The regime has worked this trick with high 
interest rates, which keep the Yugoslav dinar strong 
and consumer goods flowing into the country. But 
this illusion is becoming ever harder to sustain; the 
dinar’s black-market rate has plunged. 

Mr Milosevic’s government professes to want to 
reform the economy. Yugoslavia’s vice-prime min- 
ister, Danko Djunic, says such reform “can’t wait 
any longer”, and insists Yugoslavia needs access to 
foreign credits to bring it about. The government 
has drawn up a privatisation plan and is pushing a 
bill through parliament that would repay (over 20 
years)some $3.6 billion in hard-currency deposits it 
stole from depositors, a first step to restoring confi- 
dence in the banking system. 

But Mr Djunic faces two big hurdles. The first is 
the “directors’ lobby”, a group of leading govern- 
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ment officials who run most of the big state-owned 
firms and hand lucrative import licences to their 
cronies. The other likely consequences of reform are 
lower living standards and higher unemployment 
triggered by a devaluation of the dinar and the ad- 
justment of Yugoslav industry to economic reality. 

Mr Milosevic now faces an apparently straight- 
forward choice: end Yugoslavia's isolation and un- 
dertake real reform, risky as that would be, or accept 
the certainty of continued economic decline. 
Thanks to Mr Seselj's defeat and the opposition's 
self-destruction, Mr Milosevic can now afford to 
risk a bit of mondialism. If he does not use this 
opportunity to surrender war criminals, push the 
Serb Republic to honour Dayton and, above all, 
make Yugoslavia a country capable of command- 
ing the allegiance of its minorities, the chances are 
that he never will. 





Albanian angst 


NLIKE law students the world over, 

"Zana"and "Teuta" are not looking forward to 
their first courtroom clash. The way things are in 
Kosovo, they and their fellow students are more 
likely to find themselves in the role of defendants, 
not lawyers. Both of them are studying at the Uni- 
versity of Pristina's law school, which holds classes 
in a cramped private house. They do not mind that 
their diplomas will be worthless in Yugoslavia, 
where they live. Their dreams are modest: to finish 
their law degrees "for ourselves"; and to return to 
the university buildings from which Albanian pro- 
fessors were ejected seven years ago. "Zana" says she 
may end up working as a waitress. 

Her prospects for a better career depend on one 
of two things: Kosovo's peaceful re-integration into 
Yugoslavia, or its independence. Either would in- 
volve a momentous change in the Balkans’ architec- 
ture. The first would be preferable, for two reasons: 
it would democratise Serbia in a way that would 
make the Balkans an altogether safer and 
pleasanter place, and it would end the domino ef- 
fect of secession by one minority leading to seces- 
sion by another. Since next-door Macedonia has a 
restive Albanian community that makes up a quar- 
ter to a third of its population, independence for 
Kosovo might well lead to its break-up. 

The prospects of the sort of war that was fought 
in Bosnia, however, seem remote. Albania, the 
mother country to Albanians in Kosovo and west- 
ern Macedonia, is no Serbia, and Fatos Nano, its 
newly elected prime minister, is no Slobodan Mil- 
osevic. He wants to lift Albania out of anarchy, not 
invade his neighbours on behalf of their Albanian 
minorities. Bulgaria, for its part, is no Croatia. Its 
lingering ambitions to merge with Macedonia's 
Slavic lands have been controlled by a combina- 
tion of poverty and democracy. Bulgaria and Alba- 
nia are both on World Bank and i1Mr-funded life 
support, which could be switched off if either men- 
aced regional peace. If their economies recover— 
still a big if—there is reason to hope that newly ac- 
quired democratic habits will keep their ambitions 
at bay. Greece, another potential troublemaker, has 


THE ECONOMIST JANUARY 24TH 1998 


turned markedly less nationalistic since the death 
of Andreas Papandreou, its long-serving populist 
leader. Its new government is keener to join Eu- 
rope's monetary union than to maxe regional mis- 
chief. What is dangerously close to happening, how- 
ever, would be bad enough: an outbreak of low- 
level war between Kosovo and Serbia that could 
spread to Macedonia. 

After Mr Milosevic abolished Kosovo's auton- 
omy in 1989, stripping the province of its separate 
representation in Yugoslavia's government and 
most Albanians of their jobs in the state apparatus, 
the two sides settled into a hostile peace. Kosovo's 
2m Albanians established a parallel state, with a 
parliament, a president, taxation and an education 
system. Remittances from half a million Kosovars 
abroad keep money flowing into Albanian-owned 
shops and restaurants and into the coffers ofthe rul- 
ing party, the Democratic League (LDK). The au- 
thorities tolerate an opinionated Albanian press. 
Serb officialdom is more venal than nationalistic. 


Degrees of independence 


A referendum in Kosovo in 1991—crganised by the 
Albanians without Serbia’s approvel—endorsed in- 
dependence. Would it stop there? Kosovars, tireless 
cartographers like all Balkan tribes, dream of union 
with Macedonia’s Albanian lands and, eventually, 
with Albania itself. 

Albanian leaders in Kosovo are unanimous in 
their support of independence, but differ in their 
degree of patience. The president, Ibrahim Rugova, 
and the bulk of the Lox think diplomacy and time 
will liberate them. Albanians already account for 
more than nine-tenths of Kosovo's population. Ser- 
bian attempts to reverse the demographic balance 
smack of desperation. Serb refugees from Croatia 
and Bosnia are dumped there, but leave at the first 
opportunity; Serbs are prohibited from selling land 
to Albanians. The Albanians’ high birth rate will go 
on tilting the balance in their favour. 

But Mr Rugova has little to show for his modera- 
tion, and patience is running out. An agreement he 
and Mr Milosevic signed in 1996 to get Albanian 
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students back into state-school buildings, which 
looked like the first sign that there might be room 
for compromise, has not been implemented. The 
martial-law regime is becoming more brutal and 
less effective. In October police injured 500 stu- 
dents demonstrating for the right to return to uni- 
versity buildings. Albanians arrested on charges of 
terrorism claim to have been tortured. Some of 
Kosovo's restless youth—the average age of Kosovo's 
population is 25—is turning to violence. A shadowy 
Kosovo Liberation Army seems to control some ar- 
eas of Kosovo, and there is no shortage of excitable 
young men eager to join up. Mr Rugova’s modera- 
tion will be put to a severe test in March, when new 
elections are scheduled. 

Is the same nightmare in store for Macedonia? 
Compared with Serbia, Macedonia treats its Alba- 
nian minority decently most of the time. An Alba- 
nian party is a member of the present governing 
coalition, and  Macedonia's president, Kiro 
Gligorov, says that it should always be represented. 
Albanians are relatively prosperous and have their 
own schools, using Macedonian textbooks trans- 
lated into Albanian. They live separate but not 
brutalised lives. 

Yet Albanian speakers charge that Macedonia 
treats them like second-class citizens. Macedonia's 
constitution describes the country as “a national 
state of the Macedonian people" in which minor- 
ities enjoy "full equality". Albanians increasingly 
demand recognition as a distinct "nation" within 
the state of Macedonia, which might open the door 
to some kind of autonomy. This is becoming highly 
contentious. Last June parliament passed a reason- 
able enough law banning the display of foreign 
flags in government buildings. The government's 
use of troops and tanks to enforce the law in the 
western town of Gostivar provoked riots and left at 
least three Albanians dead. A court made matters 
worse by imposing a 14-year prison sentence on 
Gostivars Albanian mayor. He has appealed. 

As in Kosovo, Albanian moderates are now on 
the defensive. The Democratic Party of Albanians, 
which wants the constitution to recognise Albani- 
ans as a nation, is gaining electoral support at the 
expense of the moderate Party for Democratic Pros- 
perity, which is a member of the government. If 
there is more than an echo here of Kosovo's discord, 


that is partly because Kosovo Albanians are becom- 
ing leaders of Macedonia’s Albanian community. 

But this is not the only assault on Macedonia’s 
nationhood. Bulgaria, for example, insists that Mac- 
edonia’s language is a variant of Bulgarian. As often 
happens in the Balkans, that apparently academic 
point has political consequences. A package of trea- 
ties between the two countries languishes unsigned 
because Bulgaria does not want to foreclose forever 
the possibility of a Greater Bulgaria. Greeks, fearing 
that Macedonia will claim their own province of 
the same name, insist on calling the other one the 
Former Yugoslav Republic of Macedonia, or 
Fyromia when they are feeling especially nasty. A 
two-year Greek embargo to punish Macedonia for 
appropriating the name of a northern Greek prov- 
ince suffocated its economy. Macedonia and Yugo- 
slavia have still not settled their border. 

Now the buzz in the southern Balkan capitals is 
about what will happen when Mr Gligorov, a still- 
vigorous 80, retires in 1999. Mr Gligorov is widely 
credited with seeing off the Yugoslav army peace- 
fully and defending his new country's sovereignty 
adroitly. Will his going start another Balkan carve- 
up? The popular answer is, "America won't let it 
happen." It would be more accurate to say that the 
United States and its allies are the main bulwark 
against chaos, but not a secure one. 

Their strategy starts with Kosovo. Even if Yugo- 
slavia were a democracy in the conventional sense, 
the Kosovo issue would be maddeningly difficult to 
solve. Almost any concession to the Albanian ma- 
jority can be made to look like a recognition of sov- 
ereignty. The education agreement is in abeyance 
in part because the Serbs have understandable mis- 
givings about blessing schools that issue diplomas 
stamped "Republic of Kosovo". And no concession 
short of sovereignty will satisfy the Albanians. 

The West is not asking Mr Milosevic to concede 
independence for Kosovo. It wants dialogue, a 
quick solution to the education dispute (letting Al- 
banians back into the schools) and, eventually, 
some sort of autonomy. Above all, it wants Mr Mil- 
osevic to end the brutal and venal rule that is fan- 
ning the secessionist flames. He knows that without 
progress he will get no foreign capital. Is he desper- 
ate enough to listen? 

An explosion in Kosovo may not be prevent- 
able, but it may be containable. A 700-strong 
United Nations force stationed in Macedonia, 
UNPREDEP, is supposed to seal the border with Ser- 
bia should conflict break out. UNPREDEP has been 
accused of serving Serbia's interests by standing 
ready to isolate Kosovo's Albanians. Against that, 
though, such a "tripwire" deterrent force might be 
able to prevent the sort of slaughter that took place 
in Bosnia. The decision to withdraw UNPREDEP 
next August therefore seems ill-conceived. 


Regional peacekeeper 

Surprisingly, Albania itself is becoming a stabilis- 
ing influence, at least in diplomatic terms. After its 
descent into anarchy last year, it is still a smuggling 
centre for weapons, drugs and cigarettes, but it is 
now on more western life support than any Balkan 
country bar Bosnia. It is getting about $1.5 billion in 
aid to restore its shattered economy, as well as help 
with retraining its police from the Western Euro- 
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E pean Giidi: a , Europea defence alince; for its 
. armed forces from NATO; and for its prosecutors. 


| and judges from the osce and the Council of Eu- 
|. rope. Part of the price of all this ae is that Albania 
_ play its part in promoting regional tranquillity. 
_. The idea is notas far-fetched as it may seem. The 
3 Albanian movements in Kosovo and Macedonia 
. are quite independent of Albania (although less so 
-|: of one another), During the Bosnian war Albania's 
| now ousted president, Sali Berisha, helped the West 
| by making available bases for NATO warplanes. It 
| has been a long time since "Greater Albania" was a 
cod regional menace. 
A 1 In Fatos Nan the new. prime minister, Alba- 
| 
! 
| 





nia's sponsors have an enthusiastic regional do- 

| gooder. Mr Nano, leader of the (e ex-communist) So- 
 cialist Party, fancies himself as the Balkans’ Tony 

| Blair. Like the British prime minister, he is keen to 
| export his ideas beyond his own borders. When he 
tMr Milosevic at the Balkan summit in Crete in 

| mber, it was the first time in halfa century that 
and Albanian leaders got together. The 
ra' | ‘will not tbe characterised by irre- 










C TN 1914 a panel of worthies* trying to understand 
A the causes of the first two Balkan wars wrote that 
the Ottoman empire had acted as a "vast refriger- 
ator”, reducing the region's nationalisms to a “con- 
-dition of torpor". When the cooling mechanism 
broke down, nationalism revived. After the second 
| World war, Yugoslavia performed a similar service; 
/.| its break-up had similar consequences. Now a third 
^| device is cooling Balkan passions, not an empire or 
| a dictatorship but a ramshackle international 
agglomeration of ideas and institutions, money 
. and weaponry, incentives and threats. This device 
lacks a clear chain of command and singularity of 
purpose. Its shortcomings have been shown up by 
the planned withdrawal of UNPREDE?P (at West Eu- 
ropean and Russian insistence) and the threat that 
Congress will pull American troops out of Bosnia. 
And one day the device will have to be switched off. 
With the familiar bloody aftermath? 

Not necessarily. One reason for hope is that 
more of the Balkans' aspirations than ever before 
are being realised. Croatia is independent; most 
Serbs are a minority only where they want to be; 
Bosnian Muslims have at least a chance to build 
their own state; Albania has a better chance of 
breaking out of isolation than ever before. The glar- 
ing exception are the Albanians of Kosovo and 
Macedonia, but even their predicament seems ca- 
pable of a solution. Less than a decade ago Kosovo 
Albanians were living in relative contentment 
within Serbia. 

It must make a difference, too, that this latest 
cooling device is bringing not servitude but instruc- 
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*"International Commission to Inquire into the Causes and Con- 
duct of the Balkan Wars". Quoted in "Unfinished Peace: Report of the 
-. International Commission on the Balkans". Aspen Institute and Car- 
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their role to prevent that from happening." 

That promise depends on Albania’s stability, 
which is still not assured. This pcor and violent 
country remains on edge. Mr Berisha has taken a 
nationalist turn in opposition. His Democratic 
Party echoes charges by Kosovo Albanians that Mr 
Nano betrayed them in Crete by mee eting Mr Milos- 
evic and negotiating over their heads. It is now boy- 
cotting what it calls a Kalashnikov parliament, in- 


stalled, it says, by ex-communists and criminals at 


the points of hundreds of thousa nds of looted Alba- 
nian guns. 


If the hopes raised by Mr Nano’s election are. 
dashed, Mr Berisha could seize power in the next — 


elections. Without western backing, he might want 


todo for Albanians in Kosovo and Macedonia what 
Mr Milosevic tried to do for Serbs in Bosnia and - 
Croatia. Albania has to work out “how to go froma 
primitive society to a civil society without using the | 


bridge of nationalism", says Fatos Lubonja, a writer 
who spent 17 years in communist jails. Mr Nano 
thinks he knows how: by building a democracy 
along western lines at home and shepherding Alba- 
nia into Europe. | 






tion in the habits of freedom. As at the end of the 
first world war, the message comes from America. 
But Woodrow Wilson's creed of sel£determination: 

has been replaced by modern American virtues... 


eventually, integration. 

A third reason for hope is that the neighbour- 
hood has become friendlier. Yugoslav schoolchil- 
dren used to memorise the names ofthe neighbour- 


ing countries by their initial letters which spell the- 
word brigama, Serbo-Croat for “worries”. Now ev- 
ery one of those countries has become markedly 
more democratic. So has Russia, which could make 


far more mischief in the area than it chooses to. 


It is the rump of Yugoslavia, which threatens di- 
sastrously to become both less democratic and 
more multi-ethnic, that remains the region’s biggest _ 
worry. Albania’s prime minister, Fatos Nano, talks 


of creating a “different reality around Serbia”, a 


zone of democracy that takes in even Montenegro, . 
Serbia's restless sister republic. That is already hap- 


pening. Hungary will be the first of Yugoslavia’s 
seven neighbours to join NATO; the other six are ei- 
ther part of NATO’s military co-operation agree- 
ment, Partnership for Peace, or eager to join. Some 
westerners worry that an unreformed Yugoslavia 
will be NATO’s most dangerous neighbour. The 
Cato Institute, a Washington think-tank, points out 
that mistreatment of the Hungarian minority in 
Vojvodina could spark a clash with Hungary. 
Although Yugoslavia is now more threatening 
than threatened, Serb pundits still talk darkly of en- 
circlement. Even the country’s liberals (of whom 





there are not many) think the West has it in for Ser- 


bia, citing as evidence western connivance in the 
ethnic cleansing of Serbs in Croatia. That is a worry- 


economic. 
such as tolerance, multi-culturalism and historical development can 
amnesia. Doctrines have been replaced by pro~ 


cesses: conflict resolution, democratisation and, 


prevent a mess 
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usand reasons for trying harder 


ing misconception, for those few liberals are the 
West's only prospective allies in reforming the 
country. Westerners bear no historical grudge 
against Serbia, Americans least of all; their memo- 
ries are too short for that. 

Serbia's destiny, if it is to be a bright one, is no 
different from that of the rest of the region: integra- 
tion with Europe. The yearning to become part of 
Western Europe has been present from the first 
stirrings of Yugoslav separatism. “Europe Now!” 
was the slogan of Slovenia’s communist party as it 
moved into the vanguard of Yugoslav secession in 
1989; today’s student protesters in Pristina still 
wave banners proclaiming, “We Are Europe”. In an- 
swer, the European Union has adopted what it calls 
a “regional approach”, promising ex-Yugoslavia 
(bar Slovenia) and Albania aid, trade benefits and 
closer relations based on good behaviour. Most 
countries have tariff-cutting agreements, though 
Yugoslavia’s was allowed to lapse in December be- 
cause of non-compliance with western demands. 

Those Balkanites who think of themselves as 
thoroughly European—Croatia and Albania espe- 
cially—do not much like being lumped together 
with the others. In fact, although the EU sets the 
same criteria for all five countries, they are graded 
and promoted individually. In the first report card 
issued by the European Commission, only Albania 
was deemed to have progressed on criteria such as 
democratisation and respect for human rights; the 
best that could be said of Croatia, Bosnia and Mac- 
edonia was that they had not slipped back. The one 
requirement each country cannot fulfil on its own 
is to get on with its neighbours. 

That is not a Balkan talent. It is not just that the 
region's states are inclined to war amongst them- 
selves; they are ungenerous to each other even when 
they are not fighting. Slovenia, for example, lobbied 
against the connection of Croatia's port, Rijeka, to 
the planned trans-European transport network, try- 
ing to boost its own port at Koper instead. Croatia 
despises the Balkans, though its strongman nation- 
alism brands it as a member of the tribe. It has 
passed a constitutional amendment precluding it 
from integrating with other Balkan countries. Trade 
with the Eu still dwarfs trade among the countries 
of ex-Yugoslavia. 

The Eu thinks that promoting intra-Balkan 
trade will make war less likely; together with other 
international institutions, it is pushing various 
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forms of co-operation which it hopes will make the 
region fit for European integration some day. The 
American-sponsored South East European Co-op- 
eration Initiative tries to encourage the region's 
states to co-operate on practical things such as im- 
proving border crossings. Under the Eu's plans fora 
web of infrastructure between East and West, the 
Balkan countries will be linked to Western Europe 
and to each other by roads, rail and power lines. 
Slowly, Balkan countries are learning to work 
together. A deal setting out priorities on energy pro- 
jects, signed last November, marks the most ambi- 
tious co-operation agreement yet among Balkan 
countries, says Dimitrios Mavrakis of the Univer- 
sity of Athens. Croatia signed a package of agree- 
ments with Slovenia last December, improving its 
chances of joining Central Europe's free-trade area. 


Borderless Balkans? 


In the southern Balkans, you hear quite a lot about 
the idea that fast trains and the Internet might sub- 
stitute for political union. Mr Nano wants a Balkan 
version of the Eu's Schengen agreement, which 
eliminates border controls among its members. But 
as Mr Nano knows, this is premature when his bor- 
der with Serbia is mined and the Greeks take for- 
ever to issue visas for crossing the border with Mac- 
edonia. The region is even less ready for a common 
parliament (a Yugoslav idea) or a confederation in a 
new state called Balkania (a Kosovar idea for cloak- 
ing secession). Countries that have just gained sov- 
ereignty are not about to give it up, especially to 
something that smacks of a recreated Yugoslavia. 

This survey has argued against redrawing bor- 
ders; but experiments with borders can be fruitful. 
The Balkans are already a laboratory of sovereignty. 
Bosnia may well be the world's most loosely confed- 
erated state, whereas Kosovo exemplifies naked op- 
pression of a local majority, the best argument for 
secession. Perhaps Kosovo needs to become more 
like the Serb Republic. The Bosnian experiment 
may collapse; but it could also be a model for giving 
minorities much of what they want without grant- 
ing them full independence. 

Yet all experiments in Balkan co-existence are 
certain to go awry unless the West remains deeply 
involved and united. The refrigerator is still badly 
needed. Already this decade has brought shame to 
many in the West, for failing to stop the slaughter in 
Bosnia; it must not bring more. 
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We wanted to switch on more people to our 


home entertainment products. To give our 
business a surge of energy. Easy access to |.5 
billion new consumers seemed like a good place to 


start. A stable tax-free business environment free 


At this point we moved our 
electronics business 
to Jebel Ali Free Zone. 


of bureaucracy was another obvious attraction. As 
was the easy availability of labour, warehouses, and 
a sophisticated infrastructure. World class port 
facilities, close proximity to an international 


airport, efficient administrative and engineering 


services, and unbeatable business incentives with 
a growing economy completed what we felt wei 
the ideal set of components. And since we move 
down to the Jebel Ali Free Zone, our fortune 


seem to have gone only one way. Up 
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Driving Britain off the roads 


More cars, more houses. Official predictions suggest that Britain faces a future 
of rising congestion and pollution, as more countryside disappears under 
concrete and tarmac. Two articles look at the government's contrasting ap- 


proaches to transport and housing 


HEN the idea of a ring-road around 
London was first mooted, it seemed 
like an obvious way to ease traffic in the 
capital. But ten years after the completion 
of the M25, congestion on the roads of Lon- 
don is still worsening; and the M25 itself, 
jammed with cars and trucks, mocks the 
notion that building more roads is an ade- 
quate solution to Britain’s traffic problems. 
There are already more than 26m vehi- 
cles on British roads, which are among the 
most crowded in Europe (see chart). The 
government's latest traffic forecasts predict 
that there will be another 10m registered ve- 
hicles in 20 years’ time. The annual Lex sur- 
vey of motoring published on January 20th 
estimates that the annual cost of traffic con- 
gestion now exceeds £10 billion ($16.3 bil- 
lion). Even if annual spending on roads 
were increased by more than 50%, conges- 
tion would still get worse, according to a 
British Road Federation study. 

Faced with these figures, the govern- 
ment is bracing itself to take one of Tony 
Blairs much vaunted “tough choices”. 
Rather than building new roads, it will ac- 
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tively seek to discourage the use of cars. A 
radical proposal to do just this will be pre- 
sented to Parliament on January 30th, 
when à private member's bill, calling for a 
10% reduction in road traffic from 1990 lev- 
els—to be achieved by 2010—will be de- 
bated. But the bill, which has attracted the 
support of two-thirds of MPs, is just a bit too 
radical for ministers and they will almost 
certainly not support it as it currently 
stands. They know that the measures re- 
quired to achieve such a cut, equivalent to a 
reduction of almost a third from projected 
levels, would be highly unpopular. 

The government will unveil its own 
preferred strategy in a transport white pa- 
per, due out this spring. It is committed to 
delivering an *integrated" transport policy. 
Integration is often dismissed as a buzz 
word, meaning little more than the co-or- 
dination of bus, tube and train time-tables. 
But more radical plans than that are afoot. 

The expert panel set up to advise the 
government on the white paper is domi- 
nated by advocates of the need to restrain 
car use. Its chairman, Phillip Goodwin of 


London Universitys Transport Studies 
Unit, has written extensively on the politics 
of road pricing. Another member, David 
Begg, chairman of Edinburgh's transport 
committee, has pioneered innovative 
schemes for car-sharing pools. A third, Ste- 
phen Joseph, director of a pressure group 
called Transport 2000, is a long-time critic 
of road-building as a solution to conges- 
tion. It is now acknowledged, even by those 
representing car and road-haulage inter- 
ests, that measures to restrain vehicle use by 
price or regulation are inevitable. 

The white paper's approach to this di- 
lemma is likely to involve giving local au- 
thorities the power to charge motorists for 
the use of roads, and to tax private parking 
spaces for businesses. John Prescott, the 
deputy prime minister, has already wrung 
a crucial agreement from the Treasury that 
the revenues from both these sources can be 
earmarked by local authorities for other 
transport projects. 

The government is also committed to 
setting up a strategic rail authority to im- 
prove standards. Since privatisation, the 
record has been patchy. Passenger numbers 
have risen by 8% and train delays have been 
reduced, but complaints about poor ser- 
vice continue to rise. The rail regulator, 
John Swift, has complained that he is pre- 
vented from enforcing pricing and quality 
standards. 

The establishment of a wider strategic 
transport authority is also under consider- 
ation. This would aim to ensure that all 
modes of transport are fully exploited. One 
of its tasks would be to make transport us- 
ers pay the "real" costs of their journeys; in 
other words, including environmental and 


Bumper to bumper 
Annual traffic volume* per km of road 
network, m 
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social costs. Some of these issues are likely 
to be addressed by the chancellor in his 
March budget. Drivers of company cars are 
likely to end up paying more tax. Trucks 
may also be more heavily taxed to reflect 
the damage they do to roads. 

Getting the right balance between road 
and rail will bea task that stretches the stra- 
tegic transport authority. At present, rail 
has only 5% of the passenger market and 6% 
of the freight market. Even to double these 
figures would require considerable effort 
and large investment. The Rail Freight 
Group says that to transfer 25% of all lorry 
loads over the next ten years would require 
about 1,000 additional freight trains, to- 
gether with a network of terminals around 
the country, plus substantial investment in 
rolling stock, locomotives and equipment. 

For many years, transport policy has 
been marked by hot air rather than action. 
In Westminster it has been regarded as a 
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political vale of tears, best left to junior 
ministers without a future. The current 
transport minister, Gavin Strang, is widely 
predicted to be for the chop at the next re- 
shuffle. The chancellor, Gordon Brown, is 
notorious for his short attention span 
when transport is discussed. “I can’t talk to 
Gordon for more than two minutes with- 
out his eyes glazing over,” complained one 
transport specialist recently. 

But in the bulky shape of John Prescott, 
the transport lobby now has the ear of a se- 
nior minister who takes the issue seriously 
and is determined to make a mark. He 
claims that by the end of this parliament 
more people will be using public transport 
and leaving their cars at home. But even 
that vague target will be not be easy to 
achieve. This week’s Lex report concludes 
gloomily that even if congestion were to 
double, only 7% of motorists would be pre- 
pared to switch to public transport. 





Housing in the countryside 


Belt loosening 


ITY John Prescott. The deputy prime 

minister, grandly known as Secretary of 
State for the Environment, Transport and 
the Regions, is responsible not only for try- 
ing to cajole people out of their cars. He also 
has just run into what may be the most sen- 
sitive issue in England: where to build new 
homes. He has promised a green (consulta- 
tive) paper before Easter on housing and 
planning. Already, he is being assailed by 
environmentalists, house-builders and ru- 
ral politicians of every hue. 

Mr Prescott, who is keen to hold the line 
against plans for a big expansion of road- 
building, claims to be equally eager for “a 
very tough green belt”, the protected coun- 
try that surrounds most British cities. He 
thinks more people would live in cities if 
they became more attractive, and is pon- 
dering a tax on green-field development. 
But, for all this, Mr Prescott has recently al- 
lowed several large and controversial hous- 
ing development projects to go ahead in ru- 
ral areas. 

So far, the housing policy of this govern- 
ment and its Conservative predecessor has 
been swayed by a projection, published in 
1995 and based on 1992 figures, that the 
number of households in Britain will rise 
by 4.4m between 1991 and 2016. On that 
basis, counties have been told to find space 
for given numbers of new homes. The trou- 
ble is that the projection—now rumoured 
to have increased to more than 5m—is a 
wobbly basis for policy. 

Campaigners for environmental 
groups, such as the doughty Council for the 
Protection of Rural England (CPRE), rightly 
point out that the figure merely projects 
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past trends. It is not a forecast: it ignores 
both the impact of other government poli- 
cies (such as the plan to charge students 
more for their education) and the impact of 
housing policy itself. Tony Burton, the 
CPRE's housing campaigner, points out 
that making more homes available may it- 
self cause new households to be formed. 

In addition, figures for new households 
say little about the demand for new homes: 
most new households will contain one per- 
son, often elderly (see charts). The best way 
to make room for them might be through 
policies that encourage the subdivision of 
existing houses, such as measures to protect 
the rights of old people who want to rent 
out part of their under-occupied family 
home. Another option might be to change 
tax policy: at present, conversions attract 
value-added-tax at 172%, while building 
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new homes is VAT-free. 

Such measures, though, will not end 
pressure from builders to put new houses 
on the green belts which surround many 
British towns. Moreover, the land that 
builders want most is often hard to protect 
on pure environmental grounds. Some of it 
has been made more accessible (and uglier) 
by the construction of urban ringroads, 
such as London's M25. Some of it is heavily 
subsidised, intensively farmed agricultural 
land. The landscapes that most justify pro- 
tection are rarely the flat acres of factory 
farms that builders most covet. 

Yet such land commands, in the south- 
east of England, around £2,500 ($4,100) an 
acre for farming but as much as £500,000 
an acre when released for new housing 
around booming towns. That suggests an 
immense distortion of the market. A study 
of the area around Reading by Paul Chesh- 
ire and Stephen Sheppard of the London 
School of Economics, published last year, 
suggested that the benefits of policies to 
contain urban sprawl (the main aim of 
green belts) go disproportionately to the 
rich. Some 33% of the benefit went to the 
richest 2096 of Reading households, while 
just over 7% went to the poorest 20%. Richer 
families can afford homes in the best pro- 
tected countryside. The biggest losers if 
planning controls were relaxed would be 
existing home owners in the green areas 
and developers with large stocks of land. 

What about others, yearning to look at 
something green? The Reading study sug- 
gests that most people would much rather 
gaze at their own gardens or a city park, 
which they value three times more than the 
much less accessible land around towns. 
Costs result from constraining develop- 
ment and therefore inflating land prices. In 
the Reading areas, these are equal toa tax of 
about 13% of household income. 

That is not an argument for allowing in- 
discriminate rural development. But it 
should make a Labour government pause. 
If most people value gardens more than in- 
dustrial farmland, is it right to deny them 
that choice, especially when the benefits of 
green belts flow mostly to the rich? 
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“HIRTEEN years have piod since Paul Routledge was last 
famous. Mr Routledge, the author of the biography of the 
chancellor, Gordo wn, that everyone is talking about (Si- 
mon and Schust 9), was then a journalist on the Times, 
covering the nat oal strike. The queen happened to be 
touring the par . Perhaps not knowing that Mr 
Routledge had not yt fi shed his long journey rightwards, her 
majesty was unwise enough to make a remark to him that 









blamed the dispute on Arthur Scargill, the miners’ leader. Mr 


B Routledge, not a man to observe the conventions, then blabbed 





















d — have disappeared without trace = 
| were it not for the eccentric reac- 





<- |- thefamous summit at Granita, an | 
= Islington restaurant, at which he .- 
p told Mr Blair that he would not |. 
- | standagainsthim; and yet another = , 
DR meal with aides immediately after — Eas 

^| -supping at Granita. Other than re- — 
.|. vealing the extent of Mr Brown's 
appetite, Mr Routledge retails little 

ia insiders did not know. 


vs | ledge’ s stories is their source. In the . E 
.[ case of the Brown book this was _ 
not royal but was good neverthe- . 


-and the government's chief whip. . 
-Chief whips, like queens, are not. 
supposed to be in the business of ~ 
-stirring up trouble. D 


broke out. Tensions between top politicians are not after all un- 


this out on the radio. 
-The furore over his new book in some Ways echoes that one. 


| The fact that Mr Brown is sore that it was s not xe but TD Blair, 
: who became leader of the Labour |... 
E Party, is common knowledge; just " 
| as itwas common knowledge that 
the queen is nota supporter of mil- 
| atant trade unionism. Indeed, the _ 
^p. nearest the book comes to revela- 
^|. tion is with details of two Brown - 


dinners: one with his aides, before | 


x PPP PINT 





pv ED HP? 
A EPR 


What made both Mr Rout- 


s, in the form of another Brown, . 
Nick, the chancellors devoted ally. : 


Still, the book would probabi. 


tion of the two principals. Mr 


for. a fortnight after the book’s contents were leaked: dismissed it 
as “rumour, tittle-tattle and gossip” and preferably as rubbish 
too. Mr Blair should not then have authorised his camp to turn 
up the heat, to draw attention to the chancellor's "psychological 
flaws” or to his view that Mr Brown’s move (whatever that may 
have been) was “serious and silly”. By the time Downing Street 
had turned the heat down again, the damage had been done. 
The basics of the situation remain as follows. Mr Brown 
thinks he should have been leader, rather than Mr Blair. He may 
even genuinely believe that if he had stood against Mr Blair he 
would have won, though few agree with him. But the two remain 


- friends, talking constantly. Most important, Mr Brown's best 
chance of ever leading his party remains that the government 
succeeds, making him the obvious choice when Mr Blair retires. 


Given all this, the puzzle remains why the present brouhaha 


usual. Told that his fellow-minister Nye Bevan (or, in another 


Rumour, tittle-tattle and gossip 


wim MEAP PPP 2 
ANY M P» 





Brown should have done immediately what he did getting on - 










version, Herbert Morrison) was “his own worst enemy", Ernest ` 
Bevin, the great post-1945 foreign secretary, grunted “not whi 
I’m alive he ain't." The heavyweights in Harold Wi lson'scabinet |. 
despised their leader, as did the “wets” in Margaret Thatchers. |. 
And so on, through political history. ; 

True, the press becomes ever less respectful. Post-war lobby. 
correspondents wrote with a delicacy practically unknown 
amongst their present-day successors. And today’s public i ts less- 
deferential. It is torn between its desire for heroes and its need to - 
know that they are flawed. You. may be sure that several readers _ 
paid attention to the Brown-Blair spat for every one whoisspell- |. 
bound at the chancellor's plans for working-family tax-credits. | 

That explains the demand tor such 1 gossip, put. not the sip B : 
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| The answer lies in a huge yet 
3 barely - acknowledged . shift of 
"power within government: from 
.. the civil-service machine to minis- 
terial personal advisers and spin- 
- doctors. Departmental civil ser- 
| vants, of course, owe a loyalty to 
-~ their minister, whose wishes they 
.. would respect: However, this loy- 
alty goes only so far. It does not ex- 
tend to personal politics, which 
are professionally off-limits to^. 
. civil servants. It co-exists with civil: . 
<- servants’ loyalty to the; government 
as a whole. Importantly, civil ser- 
..vants' careers are not advanced by 
| being the creatures of individual 
| ministers, but by the contribution ^ 
. - they are deemed by their seniors to... 
| have made to the collective. enter- - 
-o prise of government. | 
> Forthe advisers and the. spi 
|. doctors, imported. by Mr Blair 
a ministers i in unprecedented num- 
_ ber into Whitehall, matters are dif- 
- ferent. Their loyalty is: wholly to. 
their minister. He appoints them. 
He sacks them. If he rises, s they rise. If he goes, they go. - 
Their immediate incentive is thus to further the minister's ` 
individual cause. They are lured into promoting their man, 
which usually means rubbishing somebody else's. Their incen- 
tive to further thegovernment's long-term cause is more distant. . 
"The trouble with Charhe Whelan”, says a source close to Mr 
Blair of Mr Brown’s spin-doctor, “is not that he often talks up 
Gordon but that he never talks up the government as a whole.” 
Naturally, ministers must have their own confidants. Natu- 
rally, an impartial but sometimes soulless civil service cannot 
provide the full range of support that a modern minister needs. 
Equally, if the prime minister wants to draw a lesson from an. 
unedifying episode, it should be that too much leash is bein 
given to freebooting ministerial acolytes. Personal relation 
among senior ministers are neither better nor worse than it 
most previous governments, but things will have to be tighter 
up if the public is not to conclude that they are dreadfu 
perception would gravely damage Mr Blair, and Mr Brown 
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BRITAIN AND EUROPE 


Yes to Europe, 


No to federalism 


David Owen explains how he reconciles his pro-Europeanism with opposi- 
tion to British membership of a single European currency 


Y POLITICAL career has been domi- 
nated by the question of British 
membership of the European Community. 
I have resigned three times, with the EU as 
the most important issue each time. On the 
first two occasions, I was protesting against 
the Labour Party’s negative attitude to Eu- 
rope. In 1972 I resigned with Roy Jenkins 
from my position as a junior defence 
spokesman for the Labour Party; and in 
1980 | stood down from the Labour 
shadow cabinet when the implacably anti- 
European Michael Foot was elected leader. 
In 1987, when the Social Democrats 
voted to merge with the Liberals, I resigned 
as the spp’s leader because I knew the cen- 
tre of gravity of the Liberal Democrats 
would be decisively federalist. I did not 
consider it would be possible, or even le- 
gitimate, to attempt to change the Liberals’ 
long-standing commitment to European 
federalism. 

Despite my commitment to the Euro- 
pean Community I have never been at any 
stage a federalist, or a believer in a United 
States of Europe. When I campaigned for 
Britain to join the Ec in general elections 
from 1964 to 1970, I believed that it was not 
inevitable that the European Union would 
become a single state. | believe that even 
more today, with at least r1 nations due to 
join. But even if, regrettably, it does become 
such a state I hope it would be without the 
participation of the United Kingdom. 

For Britain to join a single European 
currency would represent a quantum leap 
in the pooling of sovereignty. It is not just 
economic sovereignty which can be for- 
gone by adopting the euro, but political 
sovereignty as well. Much is written about 
the changing nature of the nation-state. 
Most people accept that change here is in- 
evitable, but while they may not be able to 
define the nature of the state in which they 
want to live, they know they will recognise 
when that state no longer exists. Some of 
Britain's ambivalence about the euro is 
rooted in a sense of unease about where we 
are heading if we just acquiesce in another 
move towards integration, and appear to 
be becoming a mere province of Europa. 
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Lord Owen was Britain’s foreign 
secretary from 1977-79 and EU 
co-chairman of the international 
conference on the former Yugo- 
slavia from 1992-95. 





I want to believe that the British people 
will not allow their government to give up 
the pound and join a single European cur- 
rency if they sense that to do so is to forgo 
some of the essential sinews of nationhood, 
which are still worth preserving in the 21st 
century. But I cannot be sure that Britain 
will be sufficiently successful economically 
or self-confident politically to stand aside 
from a single currency. What now needs to 
be clearly established in the public mind is 
that one can be unconvinced about the 
euro, while being a convinced supporter of 
the EU. 

Even though no British government is 
likely to say "never" to the euro, there is no 
obligation to say when. The single currency 
is an issue best left open with no timetable 
for a referendum and no assumptions that 
there will need to be a referendum. The seri- 
ous economic arguments against Britain 


joining the single currency do not weaken 
my support for the Eu, nor do they make 
me against the option of a single currency 
for those who want to develop the charac- 
teristics of a single state. Most people in 
Britain recognise that it would be foolish if 
we were to cast ourselves as the adversary of 
monetary union, and seek to destroy the 
euro. The hallmark of the City of London is 
that it provides a global service handling 
all currencies for all comers. 


Positive Europeans 


At the threshold ofthe 21st century we can if 
we wish end the hesitant approach to Eu- 
rope shown by Britain over the last 25 years. 
We are now part of a new Europe-wide EU. 
Labour is at last a genuinely pro-European 
Union party. “Wait and see" is not a weak 
position for Britain to adopt on the euro, 
provided that it is not a cover for a decision 
to “wait and join". 

We must produce our own forward 
thinking in other areas. We need to play a 
full part by the force of our ideas, and to set 
them in the context of practical European 
unity. Britain did this over the creation of 
the single market. We must make a reality 
of the variable geometry in the new EU not 
just with rhetoric, but resources. Enlarge- 
ment has to be financially backed by the 
EU, which means that Britain and others 
must be generous. This applies not just to 
Poland and others in the first six; Romania 
and even the Ukraine need to feel that we 
are financially supporting their moves to- 
ward a new, less integrationist, EU. 

Britain also needs to champion and fur- 
ther develop the common foreign and secu- 
rity policy (CFsP)—-something very different 
from a single foreign policy. We should 
demonstrate that in this area we are ready 
to become a key player within the Eu, and 
talk intensively with the French. Britain's 
defence partnership on the ground with 
France in Bosnia, as | witnessed, has left 
both armed forces with considerable mu- 
tual respect. The far closer working rela- 
tionship between the Foreign Office and 
the Quai d'Orsay established in 1991 with 
the break-up of Yugoslavia has meant that 
the old scars from the failed collaboration 
over Suez in 1956 have largely healed. The 
French are readier than ever before to act 
together on security matters. 

It is essential for Britain that we build 
on this relationship with France, which 
should not in any way be based on exclud- 
ing Germany or antagonism to NATO, to en- 
sure that the inter-governmental pillar sup- 
porting CFSP is bedded into the practice 
and future development of the Eu. A wise 
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British government would quietly let 
France know that this needs to be done be- 
fore Britain will ever seriously contemplate 
participating in a single currency. 

We do not need to be apologetic about 
wanting some European activities to re- 
main subject to inter-governmental co-op- 
eration and consensus. We have rightly 
claimed our Maastricht opt-out from the 
euro and our opt-out from Eu border con- 
trols at Amsterdam. The independence of 
economic policy we know is bound to 
change for any country that adopts the 
euro, but it cannot change for all EU mem- 
bers unless they all agree. 

Experience shows that the price of re- 
taining the inter-governmental aspects of 
the treaties, particularly the second pillar, a 
common foreign and security policy, is 
constant vigilance to protect against small 
erosions from a commission and Euro- 
pean Parliament that have a long-term 
game plan of whittling away at the impor- 
tance and strengths of the nation-states 
within the Eu. 


In praise of self-confidence 


Any EU nation needs to have an inner self- 
confidence if it is to step out of what is oth- 
erwise an EU consensus position on foreign 
and defence policy. There can be no doubt 
either that for a country whose currency is 
the euro there will be additional pressures 
to avoid the tough choices of following an 
independent foreign-policy line, particu- 
larly if the foreign policy carries risks of 
trade embargoes or economic discrimina- 
tion. That is because retaliation against a 
participating member in the single cur- 
rency will no longer affect only that coun- 
try, but all participants. 

It can be argued, and sometimes is, that 
countries operating within a monetary 
union have more economic protection to 
take a particular foreign-policy line. Yet EU 
experience shows that what is more likely 
to develop is a soft crsp designed to keep 
policy within the middle of the Euro pack. 
Such policies will be very different from 
British foreign policy over the last 1,000 
years. More relevantly, it will be very differ- 
ent from that practised over the last 25 
years. 

One only has to recall, with the excep- 
tion of France, the continental European 
equivocation over nuclear weapons while 
we were still confronting the Soviet Union 
in the 1970s and 1980s to know why we 
should refuse to lose our independence in 
foreign and defence policy. While the 
French are sympathetic to British fears, in 
the last analysis they believe that Germany 
will always support France out of solidar- 
ity, if French vital interests are at stake. Brit- 
ain has no such bilateral buttress and nor 





| A longer version of this article is available on The 
| Economist website at www.economist.com 
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Gambling with foreign policy? 


can we expect to develop a trilateral rela- 
tionship with France and Germany to 
match their bilateral relationship. Too 
much water has flowed under that particu- 
lar bridge for its design to be altered. 

We need, therefore, in Britain to be hon- 
est with ourselves. Would a Britain operat- 
ing within a single currency feel as free to 
support the United States when the rest of 
Europe did not? Would we have been able 
to have given the consistent support that 
we have to American policy from the mo- 
ment Iraq invaded Kuwait in 1990 to the 
present day? We need to remember that the 
stance of various members of the £u during 
much ofthis period has been neither coher- 
ent, consistent nor courageous. Their atti- 
tudes were shaped by their assessment of 
national interest based on political, eco- 
nomic and trading factors. They are enti- 
tled to make that judgment independently 
or collectively, but so must we in Britain be 
free to make our own vital choices. 


Remember the Gulf 


The EU was not ready to act in concert in 
November 1997 when there was clear evi- 
dence that Saddam Hussein was circum- 
venting the UN inspectors charged with 
stopping him developing all three weap- 
ons of mass destruction—biological, chem- 
ical and nuclear. The French and Germans 
had their own interests to protect and they 
too as member states must be free to take 
independent action. The British govern- 
ment made its own decision and Britain 
on this occasion would have acted mili- 
tarily with America. Had we been locked 
into qualified majority voting as part of an 
EU Middle East policy, we would not have 
been able to block an Eu policy that would 
not have supported military action. It is 
worth reflecting on this incident, for it en- 


capsulates most of the deeper questions 
about continuing on the path of integra- 
tion and eroding national independence 
within the Eu. 

French and German policy towards 
Iraq, their relationship with Russia, all 
have a rationale and there is no need to 
denigrate their views just because we have 
formed a different judgment. The United 
States should reflect a little more deeply on 
a future where Britain could be tightly cir- 
cumscribed in what it could do. These are 
vital issues to be weighed not in a chau- 
vinistic mood that Britain knows best, but 
with a realism about the need for a struc- 
ture where the sinews of British nation- 
hood are not severed or hobbled. 

We who are pro-Europe but critical of 
the euro are for the moment in a clear ma- 
jority in the country. As democrats we ac- 
cept that this may not last. Given that a 
week is a long time in politics, five years or 
more is an eternity. Our task as a country is 
to keep genuinely all our options open on 
the euro for the years ahead. To recognise 
and analyse meanwhile potential eco- 
nomic benefits (but also potential eco- 
nomic losses); and also to reflect not just on 
the actual loss of economic sovereignty, but 
the potential loss of political sovereignty. 

It will be the generation of people un- 
touched by the cold war who will swing the 
choice on Britain's future role within the 
European Union. We who lived through 
that testing period of deterrence and de- 
tente confronting the Soviet Union have a 
duty as far as possible to ensure that the 
younger generation are able to choose in 
full possession of the facts, from a Britain 
that has built a strong economic base and 


has developed a broad, confident, global i 


outlook. /-_ 
Se eS OS M 


61 


Le ME aS 


"eo o cada 


c» 


ba « p- g LA 




































reaching reforms. 


* international presence: 

. ^ Almaty, Amsterdam, 
Antwerp, Atlanta, Bangkok, 

Barcelona, Beijing, Beirut, 


~Fuenos Aires, Cairo, Caracas, 
. Casablanca, Chicago, 
Copenhagen, Dublin, Geneva, 
Gibraltar, Grand Cayman, 
Hong Kong, Istanbul, Jakarta, 
Johannesburg, Kiev, Labuan, 
Landon, Los Angeles, 


Mexico, Mumbai, City; Milan, 
Minsk, Moscow, New York, 
Novosibirsk, Osaka, Paris, 
Prague, Rio de Janeiro, Sao 
Paulo, Seoul, Shanghai, 
Singapore, St. Petersburg, 


Toronto, Warsaw, Zurich. 


Bratislava, Brussels, Budapest, 


Luxembourg, Madrid, Manama, 


Sydney, Taipei, Tehran, Tokyo, 


. The new year will mark a watershed for the German 
economy for three reasons. First, after three disappoint- 
_ing years growth should strengthen considerably. 

. Second, the upswing will at long last become broadly- 

. based rather than solely depending on buoyant foreign 
demand. Finally, and this is probably the most import- 

. ant, in 1998 a long and. frustrating period of declining em- 
ployment and a rising jobless total will come to an end. 
However, stronger cyclical performance will obviously 
not be sufficient to cure the unemployment problem 
even if it continues well into the next century. And the 
approach of Emu underscores the need for far- 


THE GROWTH FORECAST of 2.5% 
for 1997 made one year ago 
proved to be quite correct. Nev- 
ertheless, there were several 
surprises. Domestic demand did 
not expand by 2% in real terms 


but by about half that rate. For- 


tunately, export growth was 
much stronger than anticipated, 


weakness of the D-mark. 


Or THE COMPONENTS of domes- 
tic demand, the two weak areas 
were private consumption and 
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mer was dented by persistent job - 
losses (— 450,000) and a dramatic 
rise in contributions to the social- 


security schemes. Together with 


moderate pay increases, this 


resulted in nominal net wages 
and salaries shrinking by 1.5%, 
while households’ real disposable 
income stagnated. 


THE SLOWDOWN in construction 


was even more pronounced, with 


investment down by over 2% in 


Teal terms. Even 80, this Was still 


at 1991 prices: percentage change on year 
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5% higher than the yearly aver- 
age for 1991-1993. Inventory 
build-up accounted for roughly 
half the meagre growth in 
domestic demand last year. 


WiLL THINGS IMPROVE in 1998? 
The outlook for a rebound in 
domestic demand is indeed en- 


couraging. Employment should 


rise as the year progresses. Wage 
increases, which were held down 
last year because unions wanted 
to restore sick pay, will be roughly 


1 percentage point higher (42.596). - 


The share of private households 
incomes taken by the govern- 
ment will not change signifi- 
cantly. All told, private consump- 
tion should grow by a real 134% 
this year compared with just 
l9; in 1997. 


partly due to the unexpected | BUSINESS INVESTMENT will 


pick up, since profits are contin- 
uing to improve, capacity utiliza- 


tion in manufacturing is suffi- 


ciently high and rising, and busi- 
ness sentiment is quite positive. 


However, the lack of structural 












an investment boom. f Construc- 


tion investment is expected to. 
stabilize in 1998 and exports will 

enjoy another year of strong 

growth. Yet as the D-mark is not 

expected to weaken further, 

exports will lose momentum in 

the course of 1998. 


WITH REAL GDP advancing by 
24% this year, employment can 
only rise if productivity growth 
falls below its trend rate since 


Elanom outlook for Germany 


the recession bottomed out in the 
first quarter of 1993 (+3.2%). 
This appears realistic as the up- 
swing is moving into a mature 
phase. However, traditional pat- 
terns are less in evidence today 
and structural reforms are no- 
where in sight. 


WITH INFLATION firmly under 
control — disregarding the impact 
of higher value-added tax - 1998 
could well create ideal conditions 
for the launch of Emu, But if mon- 
etary union is to remain a suc- 
cessful undertaking into the next 
century, politicians, employers 


and unions will have to find an 


appropriate answer to Western 
Europe's jos crisis. 


For more information about 
Commerzbank's broad scope of 


. research capabilities and finan- 


cial services, just contact the 
bank's head office in Frankfurt. 
Fax +4969 136-29805 
http://www:commerzbank.com . 












| N HIS first speech to America's televisi on 
-A bosses on January 19th, Martin Luther 
r King day, the new chairman of the Federa! 
"Communications Commission, Bill Kenn- 
ard, celebrated the industry. Without televi- 
sion, he said, King’s great speech in front of 
the Lincoln Memorial might have been a 


footnote in history; without television, 


black people like himself would not have 
seen the growing power of the civil-rights 


movement in the 1960s. It was a friendly © 


introduction, but also a reminder of Mr 
Kennard's attitude to the media: they are to 
serve society, not the other way round. 
That is more radical than it sounds. The 
1996 Telecommunications Act (which was 
not just about telephones, but was also a 
thorough rewriting of rv and radio law) has 
served the media companies well. The free- 
doms that it introduced have helped their 
share prices to soar after languishing for 
most of the 1990s. That of tcl, the biggest 
€able-rv company, has more than doubled 
'in value since the beginning of 1997; Time 
¿Warner's has risen by 60%. But the new act 
as been a disappointment to television 
udiences. The competition it sought to 
note has not materialised. Instead, con- 






Cable's hold on America 





- In1996 America rewrote radio and television law for the first time in 62 years. 
a The reform has failed to promote the competition it promised 


sumers seem to be paying more to watch 
the same old service. 
All this is the result of two main 


. liberalisations. The first allowed more con- 
centration in the ownership of radio sta- 


tions. Companies had been allowed to own 
no more than seven FM and seven AM sta- 
tions nationally. That cap was raised before 


the act, and lifted altogether when it be- 


came law. It has been replaced with a cap 
on the number of stations that may be 
owned in any one market—between two 
and eight, depending on the market's size. 


Horizontal hold, vertical hold 


As a result, the radio industry has changed 
dramatically. According to Paul Kagan As- 
sociates, a media consultancy, out of 
10,000 radio stations some 4,000 have 
changed hands since the act was passed, in 
deals worth around $32 billion. "This has 
far outpaced what was expected," says Larry 
Irving, an assistant secretary of commerce. 
Fred Reynolds, chief financial officer at 
CBS, says that radio has benefited from this 
change, because instead of dealing with 
dozens of stations, as before, an advertiser 
can now select a single broadcaster that 


rock and one easy-listening. 


published on January 15th. The cable com- 


available to their competitors, are lo 


owns a stable of stations. In New Yo 
instance, CBS now offers advertisers 
age of two all-news stations, two all-spo 
Stations, one that plays oldies, one album 





















This worries both the administration 
and the Fcc, because some advertisers. 
claim (nobody has yet compiled the num 
bers to prove it) that concentration of own 
ership is driving up advertising rates. In ad 
dition, there is a fear that concentrati 
may reduce choice and create a series o 
“McRadio” chains across the countr 
indication of disappearing diversity 
worries Mr Irving who, like Mr Kenna 
black, is that the already small numbe 
stations owned by blacks. and Hisp 
has fallen by 10% since the act. is 

The second great liberalisation of tl 
1996 act was to give cable television m: 
freedom to set prices. At the time, cable 
firms were threatened by satellite. broa 
casters, and there seemed less reason 
continue regulating them. According 
regulation was relaxed before the act, and 
again when it became law. Full deregula- 
ton was promised for 1999. e od 

Unfortunately, the promised comp 
t:tion has not materialised. Cable still ow: 
87% of the subscription-television mat 
in America, down from 89% in Septemb 
1996. Satellite has been hampered both b 
costs—a satellite system is still rough 
twice as expensive as a cable system to 
consumer—and by its inability to broad- 
cast the local programmes that consumers 
want, because of both technical and legal 
constraints. Rupert Murdoch, who was 
planning a satellite-broadcasting system. 
compete with cable, has given up the ide 
and—rcc permitting—plans to sell h 
business to the cable companies, which 
ready own one of the satellite broadcaste: 

Free of both competition and heavy 
regulation, cable rates shot up at four times 
the rate of inflation in the year from July - 
1996, according to the Fcc’s price survey, — 







































































panies blame the need to invest in their ca-.- 
ble systems, and dearer programming. 

Certainly, the cost of television pro 
gramming has rocketed, with stars from. 
such programmes as "Seinfeld" charging 
huge fees. But since TCI and Time Warner, 
the two biggest cable companies, make 23: 
and 12% of cable programming resp 
tively, their plea sounds self-serving 
deed, the regulators worry that. 
gramme-making cable companies, Ww 
are obliged to make their progra 


system costs on to their production 





















iereby passing them o 


casters and other cable operators. 
of programming made by the cable compa- 
nies rose by 16% last year, whereas the price 
of programmes made by the broadcasters 
rose by only 4%. 
_ Moreover, in the few areas of America 
where one cable company has built over a 
tival's existing system, where a telephone 
company has set up an experimental sys- 
. tem to deliver television signals, or where 
‘there is an old, municipaily owned cable 
= system as well asa private one,competition 
-has led to lower prices (see chart). 
So what, if anything, is the government 
« - going to do? The rcc must review its regula- 
tions every two years, and can change or 
- modify anything that it considers not to be 
^in the public interest. This year will see the 
first review since the act was passed. 
'.. The revolution in the radio business is 
unlikely to, be stopped in the absence of 
compelling evidence of abuse. However, 
the politicians and regulators concerns 
^- will probably affect television’s future. The 
- FCC is supposed to be considering whether 
“to change the law that bans ownership of 
“more than one television station in any 
^market—a law which the 1996 act left in 
"place despite much lobbying from the me- 
-dia companies. With the fuss about radio, 
thechances ofthat rule being relaxed in the 
„near future are shrinking. - 
¿o Cable is more complicated. On the one 
` hand, deregulated cable prices have consis- 
tently grown more quickly than inflation. 
“On the other, the proponents of deregula- 
tion made a strong case when the act was 


































Monthly cable rate 
in the US, 1997, $ | 


Where there is competition fron: 
telephone ^ 
companies L 

private cable y= 
companies 

municipal cable 

companies . 
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lite television, wireless television, high- 
speed telephone lines and the Internet. 
More means of distribution should lead to 
more competition. | 

If this is right, time and technology 
could yet undermine the cable monopoly. 
This would be more likely if the law were 
changed to help satellite carry local pro- 
gramming, and if cable firms were obliged 
to sell their interests in satellite-broadcast- 
ing, which could potentially compete 
against them. And if cable rates continue to 
increase, what then? Reopening a piece of 


 Jegislation that was as hard to nail down as 


the 1996 act should be the last resort. But if, 
say, by Martin Luther King day in two years’ 
time cable remains unbowed, Mr Kennard 
must be prepared to deliver an altogether 
harsher message. 

NN 





Russian oil 
Look see, 
it's Yuksi 


MOSCOW 


ONSOLIDATION is the order of the 
day in the Russian oil industry. The 
government is pleased: it says it wants to 
see more home-grown, world-class firms. 
No less a figure than the prime minister, 
Viktor Chernomyrdin, turned up at a sign- 
ing ceremony on January 19th to bless the 
proposed merger of Yukos and Sibneft, re- 
spectively Russia's second- and fifth-rank- 
ing oil producers, into a new national top- 
dog. The merged firm will be called 


“Yuksi”, unless good taste intervenes. It will | 


control 22% of all Russian oil production 
and 21% of refining capacity. Lukoil, the 
next-biggest, controls 2096 of production 
and 8% of refining capacity. But, there was 
talk this week that Lukoil might merge with 
Sidanco, the country's sixth-biggest pro- 
ducer. If so, that would create a colossus 
with 26% of Russian production. 

If the Russian government wanted four 
or five giant oil firms, why on earth did it 
break the industry into so many bits when 
privatising it in 1992-96? The answer is that 
there were too many Russian tycoons who 
wanted their share, and all of them had to 


be satisfied. So the industry was broken 


into16 main pieces and parcelled out to the 
powerful. For the past year or two the new 
owners have been learning the business 
and squeezing out any inherited minority 
shareholders with all the vigour that an ab- 
sence of Russian law allows. 

-Yukos was swallowed by the Menatep 
banking group, which got its first 33% of the 
company for $150m in 1995. This was one 


logical change has bred new ways of dis- 
seminating information—including satel- 






of several transactions known collectively 
as "loans for shares” in which favoured ~ 




















companies made very small loans to the .- 
government and received very large assets 
from the state in exchange. And Sib- 
neft... well, most people say one thing, 
and Sibneft says something different. Most 
people say Sibneft is controlled by Boris 
Berezovsky, a finance and media tycoon 


. who served until November as a national 


security adviser to President Boris Yeltsin. 
Sibneft, on the other hand, says Mr 
Berezovsky has never held a single one of its 
shares, *directly or indirectly". Its main in- 
vestment-banking adviser, Salomon Smith 
Barney, agrees. And Mr Berezovsky has said 
as much himself. There the matter would 
rest~save that it seems Mr Berezovsky is 


" somehow going to emerge as a shareholder 


in Yuksi. The current plan seems to be to 
issue him a tranche of shares in Yuksi after 
the merger has been effected, on the 
grounds that he gave Sibneft useful advice - 
in its formative years. — | 

The merger is good for Sibneft, whoever 
owns it. Running an oil company is not 
easy, and the boss of Yukos, Mikhail Khod- 
orkovsky, a chemical engineer by training, 
has shown something of a flair for it. He 
will be chief executive of Yuksi. An eminent 
outsider is promised as chairman. Yukos 
and Sibneft should both gain from com- 
bining their assets. Yukos produces more 
oil than itcan refine, whereas Sibneft needs 
crude for its main refinery at Omsk, the big- 
gest and best-equipped in Russia. 
A determined effort to launch the new 
oil company as a transparent, investor- 
friendly beast—qualities rarely imputed to 
Yukos or Sibneft in the past—could also 
make it easier to raise money overseas. Mr 
Khodorkovsky has pencilled in plans to 
raise about $9 billion in the coming five 
years. Some form of equity issue is likely in 
the form of depositary receipts, because 
Yuksi wants to broaden a shareholding 
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alive? | its circuit 
istomised compo- 
SEE | rameicia buildings. At 
B the tim ie (o ate 19805), the typical deliv- 
: om ten to 12 weeks. Square D's 
o slash that to a week, by hold- 
gher inventories and getting its em- 
es 0 work« overtime. But this seemed 
udicrous in an industry that demanded 
<> customisation and skilled labour. Fortu- 
:;j nately, Square p had one thing going for 
 jtthe story was not true. | 

. In fact, the entire tale had been fabri- 
- cated by Square D to throw competitors 
off the scent. The firm, which has since 
acquired, had discovered that cus- 
i tomers would indeed pay a substantial 
| premium for faster delivery, and it had 
4 devised an entirely new system of order- 
taking, product-design and assembly to 
-satisfy this unmet demand. But Square D 
. needed time, both to switch to the new 
" methods and to find distributors who 
could implement the new approach. 
Convincing competitors that it was head- 


















D eit the headstart it needed. 
. This kind of gamesmanship is com- 
3s mon in the business world—and is one of 
the main reasons why economists often 
fail to be useful to businessmen. In many 
industries, firms bear little resemblance 
- to the passive bodies portrayed in the tra- 
- ditional economics textbook. Instead 
: managers try to anticipate the actions of 
~ others—whether they be competitors, sup- 
pliers or customers—and influence those 
actions to their advantage. 
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Anyone for chess? 


Part of the task is assiduous routine fact- 
| finding. In the 1990s, firms that offer 
| "business intellipence" services have 
| grown rapidly: the revenues of one, Kroll 
|! Associates, have tripled in the past three 
| years, But it is hard for managers to create 
a clear picture of competitors from the 
fragmented images flashed before them. 
Information from salespeople, technical 
experts and the business press are 
sketchy—and often seem contradictory. 

| That is where game theory comes in. 

_.. Its chief insight is simple: if a firm makes 
decisions based only on the current busi- 
ess environment, it will fail. In the real 
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i : if you want to stay: alicad. of your competitors, it pays to know what they are 
"iine Can manag ment theory pee! 


| ing in the wrong direction helped Square 





world, firms respond to threats and the 
environment changes. By analysing the 


others’ potential responses, game theory 
adds another dimension to a firm's 
sleuthing. Instead of simply asking what 
another party is planning to do, game the- 
ory encourages managers to ask what is in 
the other’s best interest. 

This often involves the cut and thrust 
of competition. A well-timed investment, 
or price cut, can cause others to think 
twice before invading your patch. Only 
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last week, for example, Boeing an- 


nounced that it would make a new re- 
gional jet—a move that seems designed to 


undermine Airbus's attempts to design 


an aircraft for the same market. 

. But game theory is not only about 
intimidating competitors. In many cases, 
it illuminates the importance of winning 
people’s trust. When Intel was trying to es- 
tablish its chip as a standard, it had to 
convince PC makers that they would not 
be held hostage. By licensing its technol- 
ogy to others, it assured buyers of a com- 
petitive supply. Once Intel chips had be- 
come standard, and pcs were widely 
adopted, the firm stopped the practice. 

However, Adam Brandenburger*, an 
economist at Harvard Business School, 
argues that game theory can also do some- 
thing far more powerful. Through elabo- 
rate scenarios, it can help managers imag- 
ine how their industry would evolve if 


* Some of iiec ideas are summarised in "The Added 
Value Theory of Business", by Adam Brandenburger 
and Barry Nalebuff, in Strategy & Business, published 
by Booz, Allen & Hamilton, fourth quarter 1997. 


could make pcs, iBM enabled the per- 


fot all three. Similarly, the growth of de- — i 





they were not part of it. This 
aware of what it is that the 
have to offer, while re 
other firms strength 

` This, Mr Branc 
secret of making 
tors. By working tog 
a new sector gro 
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abalance between: co-operati mand ca 
petition can be one of the manager 
hardest tasks. The choice is often betwee! 
dominating a small market or assuming, 
humbler role in a huge one. 

-By allowing Microsoft to license. its. 
operating systern so that other firm 


sonal computer to grow far more rapidly. 
than it would have if 1pm had gone off or 
its own. Even though 1B itself missed 
many of the gains—which have been cap- 
tured by Microsoft, Intel and’ rival - 
makers—it still does a thriving busines 
thanks to the PC market's sheer size. Bý- 
contrast, Apple tried to hold on to its mo- ~ 
nopoly i in the Macintosh market by refus- Uu 
ing for many years to grant licences. D 
Such co-operative rivalry, which has: 
been given the ugly name of “co- | 
opetition" by Ray Noorda, the founder of 
Novell, a software firm, crops up time ` 
and again in rapidly evolving industries. 
It is easy to see why Oracle, Netscape and. 
Sun are together promoting the Java lan- 
guage, since the success of the network. 
computer would create a bigger market | 


fined-contribution pensions—in. which . 
employers offer à range of mutual funds. | 
to their workers, and make it easy for: 
them to managetheir investments—helps |. 
several different kinds of firm, from fund: | 
houses to custody providers to. providets 
of information systems. By collaborating, 
these firms can help the industry take off. 
The hallmark of such industries ig 
confusion. From one moment to the next; - 
firms cannot tell their allies from their ri- |- 
vals. Should Fidelity co-operate with [t 
other mutual funds by selling them. |. 
through its “supermarket”, or should ittry . | - 
to crush them by leaving them out? | 
Should Microsoft try to prop up Apple, or 
drive it out of business? 
These choices naturally lend them- 
selves to game theory. This does not al- 
ways mean that firms will triumph— 
merely that they can make the most. 
their opportunities. In business, as 
other games, firms can only do as we 
the hand they have been dealt... 























BUSINESS 
base that will be narrow at first. Menatep 
has more than 90% of Yukos, and “insiders 
have at least” 85% of Sibneft. 

Yukos and Sibneft hope to construct 
their new holding company within six to 
eight weeks. That may be soon enough for 
Yuksi to bid for Rosneft, the last big Russian 
oil firm to be privatised. But the compe- 
tition will be fierce. Gazprom, the giant 
Russian gas monopoly, covets Rosneft, and 
could draw on its "strategic alliance" with 
Royal Dutch/Shell for extra firepower. 
Sidanco is also likely to bid, with or with- 
out Lukoil. It would have a: its back British 
Petroleum, which struck a deal in Novem- 
ber with Sidanco's main shareholder, 
Uneximbank, a private Russian banking 
group, to buy a 10% stake in Sidanco for 
$571m. Yuksi may well decide to find a for- 
eign partner for itself. 

Arguably, the approach of the Rosneft 
auction, and with it the need for cash, has 
been the main factor behind the new em- 
phasis on size among oil firms. If so, there is 
a pleasing symmetry: with the parcelling- 
out done, consolidation has begun—and 
not a moment too soon. Oil output in Rus- 
sia is half what it was a decade ago, and the 
pipeline system is falling apart. When the 
contests for ownership are over, that is 
where the minds and the money need to be 
concentrated. 





Drug mergers 
Popping the 
question 


T HE drugs industry is one of the world’s 
most regulated, but there is no ban on 
polygamy amongst its constituent firms. 
On the contrary, the practice is positively 
smiled upon. The announcement on Janu- 
ary 20th that two firms, SmithKline Bee- 
cham (ss) and American Home Products 
(AHP), were talking about tying the knot has 
elicited applause from analysts and a surge 
in the shares of the entire drugs sector 
(AHP’s in particular). The mooted merger 
would create the world’s largest pill-pusher, 
with $14 billion in combined sales of pre- 
scription drugs. Time to crack open the 
champagne? Perhaps not. 

Both firms have past matrimonial ex- 
perience. sB was formed when SmithKline 
Beckman joined up with Beecham in 1989. 
The new firm’s presiding boss (who was 
succeeded by Jan Leschly, formerly the 
world’s tenth-best tennis player) wrote a 
dull book about what a splendid success it 
all was. AHP contracted a less equal mar- 
riage with American Cyanamid in 1994. 
The sB merger prompted others: Glaxo's 
1995 takeover of its British rival, Wellcome, 
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Pharmacia’s merger with Upjohn in the 
same year, Ciba-Geigy and Sandoz's 1996 
link-up to form Novartis, among others. 
Few expect the consolidation to end 
there, because, on the face of it, merging is 
sensible. First, it offers the potential to cut 
costs. When two head offices become one, 
surplus staff can be sacked, underused fac- 





An oil bounce 


| 

| HY have oil prices fallen by almost 

| a third since October? There is no 
shortage of culprits: a dictator, a climatic 
anomaly, a cartel and an economic crisis. 
Together they have taken prices from 
$21.11 a barrel on October 6th to a recent 
low of $14.73 on January 21st, a level not 
seen since the dog days of 1994. 

| Start with the cartel. opec did itself no 
favours in late November when it raised 

| its quota by 2.5m barrels per day (b/d) to 

| 


27.5m b/d. At the time this might have 
seemed a worthwhile gamble: after all, 
demand had grown briskly in the second 
and third quarters of 1997, and OPEC 
members were anyway producing nearly 
that much above their quotas. 
Today it looks horribly wrong. In part, 
| this is because of El Niño, which brought 
much of the northern hemisphere an un- 
seasonably warm winter. Saddam Hus- 
sein has also played his part. Under an 
oil-for-food deal with the United Nations, 
Iraq has until early March to pump $1 bil- 
lion of oil into a market that does not 
need it. And then there was turmoil in 
|. Asia, which had accounted for the lion's 
share of recent and projected growth. De- 
mand there is still growing, but more 


Slippery slope 
Oil price, Brent blend dated, $/barrel 





slowly than expected, and the shortfall is 
exacerbated by Asian countries' eagerness 
to save dollars by running down oil 
stocks. Even after accounting for in- 
creased demand from China and India, 
Asia is using up to 500,000 b/d less than 
everyone was expecting. 

Against this backdrop, predictions of 
the imminent decline of non-OPEc oil 
production turned out to be greatly exag- 
gerated: production rose about 1m b/d in 
1997, to 44m, and will probably rise as 
much this year. This is mostly because of 
new production from the North Sea and 


continuing improvements in the recov- 
ery of oil from old wells. In sum, recent 
months have seen a considerable in- 
crease in supply—from Opec, the North 
Sea, and Iraq—and lower-than-expected 
growth in demand. 

What will happen now? Suspicions 
that, when other OPEC producers are 
breaching their quotas, Saudi Arabia will 
be reluctant to cut its output are continu- 
ing to drive oil prices lower. Eventually, 
however, Saudi Arabia, and perhaps Ku- 
wait and the United Arab Emirates, will 
probably try to nudge up prices by re- 
straining their output. 

The price could bounce for other rea- 
sons too. In some ways 1997 was a good 
year for oil. World demand hit a record 
73.7m b/d; and supply and demand are 
not that much out of kilter. “We don't see 
any distressed cargoes floating around 
looking for a home;" notes Roberto Seiber 
of the International Energy Agency in 
Paris. He thinks futures markets have 
overestimated the effect that Asia's trou- 
bles will have on demand and underesti- | 
mated the strength of the American econ- | 
omy. If Opec reins back, America 
continues to grow, and Iraq exports only 
a little oil, then in the next few months 
prices should stabilise somewhere short 
of last year’s average of $19.18 a barrel. 
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tories shut and combined salesforces can 
hawk more types of pill to more doctors 
and hospitals. If this works, ss and AHP 
could save more than $1 billion a year. 

Perhaps more importantly, mergers can 
help spread the risks of research. The costs 
of inventing, testing and winning approval 
for a new drug now average $500m. A 
blockbuster can recoup this investment 
many times over, but such hits are rare. 
More common are promising molecules 
that flunk clinical trials and so earn no re- 
turn at all, or drugs that shine for a few 
months before being trounced by a better 
pill from a rival firm. The bigger a compa- 
ny’s R&D budget, the argument runs, the 
more likely are its labs to produce a win- 
ning drug that makes up for all the flops. 

All this is plausible, but some analysts 
argue that the absolute size of a company’s 
research budget matters less than how and 
where it is deployed. No firm currently has 
more than about 5% of the world’s drug 
market, but some aspire to dominate par- 
ticular diseases. Merck’s strength in cardio- 
vascular ailments, for example, has allowed 
it to train a salesforce expert in this area, 
and to strike package deals for various 
heart pills with managed-care organisa- 
tions and state-owned health services. A 
merger that created similar concentrations 
of strength—as Glaxo’s takeover of 
Wellcome did in the field of Arps and other 
anti-viral drugs—would probably be a win- 
ner. But sB-AHP would have few such 
synergies, except in the smallish field of 
drugs for the central nervous system. 

Even worse, according to Barrie James, 
an industry consultant, no merger or acqui- 
sition in the drug industry over the past 30 
years has increased the combined firms’ 
market share. In most cases it has shrunk. 
Planned savings have often failed to 
materialise, and cultural clashes have hob- 
bled operations. After the marriage of 
Pharmacia of Stockholm and Upjohn of 
Kalamazoo, Michigan, the Americans were 
frustrated at the way the Swedes took the 
whole of July off every year and refused to 
submit to random drug and alcohol tests; 
the Swedes were peeved at incessant Amer- 
ican demands for progress reports. 

Employees at sB and AHP may share a 
language, but their corporate cultures are 
quite different. The British firm allows its 
researchers admirable freedom to take 
risks. AHP, by contrast, is obsessed with 
meeting financial targets—any expenditure 
over a few thousand dollars has to be ap- 
proved by senior management. Inferior 
performance after mergers may simply re- 
lect the fact that some firms merge because 
they are already weak. But there are other 
reasons for sB, in particular, to be cautious 
about jumping into bed with AHP. 

The British firm is extraordinarily dy- 
namic. Its chief executive, Jan Leschly, 
brings to his job all the drive and ambition 
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that once made him so formidable on the 
tennis courts. He is as loth to lose points in 
arguments as he once was to concede them 
at Wimbledon. Under Mr Leschly, sp’s sales 
are booming and its pipeline is brimming 
with potentially profitable drugs for osteo- 
porosis, diabetes and cancer. Its collabora- 
tions with biotech firms, such as Human 
Genome Sciences of Maryland, have given 
it a springboard for future discoveries. 
AHP is rather more pedestrian. The fear 


BUSINESS 


is that a merged firm might lack the fizz of 
SB on its own. And the American company 
comes with liabilities attached. Redux, its 
appetite-suppressant, was pulled from the 
pharmacy shelves last year after tests sug- 
gested that it might cause fatal heart defects. 
Large numbers of fat Americans are prepar- 
ing a lawsuit that could drag on for years 
and cost anything from a few hundred mil- 
lion to several billion dollars. sB should de- 
mand generous terms. 





Software piracy 


Better than the real thing 


HONG KONG 


China is no longer the world's piracy capital-Hong Kong is. And despite 
crackdowns, the crime may be getting worse 


DVOCATES of democracy in Hong 
Kong celebrate the independence they 
have kept since the former British colony 
was handed back to China last year. But 
software companies are surely less enthusi- 
astic: if nothing else, a People's Liberation- 
Army jackboot might deter the software pi- 
rates who are turning Hong Kong into the 
world's biggest intellectual-property of- 
fender. Hong Kong's customs officers have 
tried to crack down, but their actions are 
unlikely to have a lasting effect. On January 
16th, dissatisfied American trade officials 
announced that the territory would remain 
on its “watch list" of trading 
miscreants, something that 
could eventually lead to trade 
sanctions. 

Perversely, Hong Kong can 
claim its dubious title because 
the software industry has suc- 
cessfully persuaded China to 
curb piracy on the mainland. 
Last year American trade ne- 
gotiators asked China to close 
more than a dozen CD-ROM, 
music-CD and video-cp fac- 
tories, virtually halting the in- 
dustry on the mainland. But 
the gap was filled by entrepre- 
neurs in Hong Kong and the 
neighbouring Portuguese col- 
ony of Macau, which in early 
1997 had almost no cp fac- 
tories. Between 60 and 80 
have now sprouted in Macau, 
and another 40-50 in Hong 
Kong, says Tom Robertson, a 
Microsoft manager who is 
part ofan anti-piracy group in 
Hong Kong. 

By late last year in the 
downtown Wan Chai busi- 
ness district, three floors of the 
"298" mall were packed full of 
brightly lit stores selling noth- 


ing but pirated software and video and mu- 
sic CDs quite openly, just as they were in the 
"188" mall around the corner and the 
Golden Shopping Arcade across the bay. 
Thousands of titles of the latest software 
were available for less than $3 a disc. 

By mid-December Hong Kong realised 
that piracy risked becoming an embarrass- 
ing sign of post-handover decay. Customs 
officials raided the most prominent retail- 
ers, and assigned officers to permanent 
anti-piracy patrol. Now the American sail- 
ors and Hong Kong businessmen who used 
to buy the latest games at $5 apiece wander 
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listlessly past half-empty shelves of legal 
"shareware", Japanese animation, and soft- 
core porn CDs. 

Yet American trade officials suspect 
that the crackdown is cosmetic, ahead of a 
review in December of American trade pol- 
icy towards Hong Kong. They note that cus- 
toms had to borrow officers from other sec- 
tions to beef up its patrols. Even Calvin 
Leung, head of the anti-piracy department, 
admits he is undermanned. Over the past 
three years, Hong Kong has increased its 
number of piracy police by almost two- 
thirds to 188. But over the same period the 
crime has grown, by most estimates, more 
than tenfold. 

The idea now is for Hong Kong to close 
the factories that stamp thousands of CDs 
in industrial buildings across the region. 
Customs is armed with an intellectual- 
property law that was strengthened just 
three days before the handover from Brit- 
ain. The previous law was riddled with 
oddities, such as a demand that the copy- 
right holder—Microsoft, say—inspect each 
of the tens of thousands of cps in à pirate's 
warehouse to determine if i* was pirated. 
(Now the seller is responsible for showing 


that his goods are legal) Customs also 
wants all imported cp-production equip- 
ment to be registered and the Hong Kong 
government wants to license existing fac- 
tories and get them to identify their CDS. 
Backed by software-industry money, it of- 
fers rewards in exchange for any tips lead- 
ing it to illegal factories. 

Other measures are less promising. 
Microsoft has teamed up with a Hong Kong 
record label to record a Canto-pop anti-pi- 
racy anthem, which is played on local ra- 
dio. But its subtle lyrics mention neither 
software nor piracy. Nor is it making much 
progress in schools. Arguments about the 
poor quality of pirated cassette tapes no 
longer hold with digital products. Indeed, 
pirated software tends to be more up-to- 
date than that found in the few Hong Kong 
stores still selling legal software. Often, it 
even fixes the bugs in legal versions. And it 
is hard to convince children, or anyone 
else, that depriving Bill Gates of a few of 
their precious dollars is a serious crime. 

In fact, stopping software piracy in 
Hong Kong may be far harder than it was in 
China. This is partly because the law is hard 
to reform. To make buying such software a 


crime would be seen as restriction of indi- 
vidual freedoms. The mall landlords that 
currently rent space to pirates could drive 
them out, but they tend to claim ignorance 
of what is going on. Anyway, Hong Kong's 
landlords are so influential that customs 
has given up on making them accountable. 

The chief problem is that Hong Kong 
entrepreneurs have invested millions of 
dollars in cp-factories, and their combined 
capacity is many times greater than any 
conceivable demand for legal software, 
music and video cps in the region. As 
China begins to reopen an above-the-board 
CD industry this year, excess capacity will 
grow even more, making it even more 
tempting for Hong Kong manufacturers to 
embrace piracy. Even the new intellectual- 
property law seems to be doing as much 
harm as good. It obliges retailers to buy 
their music CDs, video CDs, magazines and 
software from authorised local distribu- 
tors, rather than importing them. That 
means higher prices and less choice. 
Blithely ignoring all such laws, the pirates 
have the latest stuff at the cheapest prices. It 
isa wonder anyone ever buys anything else. 


idi emi p papi SES 





The chaebol in denial 


| FTER football, kicking the chaebol has 
| become the favourite sport of South 
Koreans, who blame the conglomerates 
for dragging the country to the brink of 
default. But ifscorn comes easily, genuine 
reform is a different matter. That is a job 
for which nobody in the South Korean 
government, nor businessmen or trade 
unions seems to have the stomach. 

Kim Dae Jung, who will become 
South Korea's president in February, is as 
quick to blame the chaebol as the next 
man. On January 20th he derided an- 
nouncements from the three largest 
chaebol that purported tc describe their 
plans for restructuring. These were, he 
said, “cosmetic plans" with “hollow con- 
tents”; none of them specified where or 
when the necessary firings and factory 
closures would occcur. 

Mr Kim, however, is hardly blameless 
himself. It is illegal in South Korea to lay 
off workers except in exceptional circum- 
stances, such as bankruptcy. Yet when Mr 
Kim’s party negotiated recently with the 
country’s two largest tradeunions over re- 
dundancies, it could only get them to 
| agree vaguely to “co-operate to reach an 

agreement” when the National Assembly 
| convenes next month. The unions have 
- already managed to swat several attempts 
| at reform. It looks as if they still have the 
| upper hand. 
As for the chaebol, although they talk 


about restructuring, their hearts are 
clearly not in it. The markets sought an 
acknowledgement that they had ex- 
panded too much, too fast, while taking 
on too much debt. Samsung, for example, 
might have abandoned its entry into the 


They have the upper hand 





car and aircraft markets. Hyundai could 
have shed its unprofitable semiconduc- 
tor and petrochemicals businesses. In- 
stead, they offered proposals that were 
modest to the point of self-delusion. 

Hyundai, for example, confirmed that 
it would suspend construction of a semi- 
conductor plant in Scotland and a car fac- 
tory in Indonesia (both measures that had 
already been announced) and 
postponed its founder's dream of 
building a steel plant. LG said it 
would close or sell 90 "business 
units", a term that can refer to any- 
thing from a product line to a | 
whole company. Details are scarce, 
although a spokesman said the | 
value of the affected units was | 
about $1.5 billion. Samsung said it | 
would close some regional head- 
quarters and reduce its debt by sell- 
ing property (but hang on to most 
of the employees). 

In short, South Korea's chaebol 
are behaving as if they have still to 
come to terms with the events of | 
the past few months. Even if they | 
had sought to make decisive re- | 
forms, they would have been ob- 
structed by the constant threat of ri- 
oting from workers. South Korea | 
will not claw its way back to health 
until the chaebol accept the need 
to get smaller. For that to happen, 
the unions need to accept that jobs 
cannot be for life. And Mr Kim has 
to make them believe it. 
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A man for all seasons... 


When the Czech Republic became capitalist, Vaclav Junek turned from apparatchik to 


business mogul. Now he faces a more hum 


ACLAV JUNEK has given himselfa year 
to rebuild his firm. Chemapol’s roots are 
in importing oil, chemicals and drugs, but 
under Mr Junek it has sprawled into a range 
of unrelated areas, such as property and de- 
fence, and is one of the Czech Republic’s 
largest firms. Barely profitable, Chemapol 
needs to cut costs and raise capital from in- 
ternational investors. But, not unlike Mr 
Junek himself, there is something a little 
opaque about Chemapol, with its array of 
subsidiaries and its links with the Czech Re- 
oublic's tottering banks. Hence Mr Junek 
wants to transform Chemapol with a plan— 
riumphantly called “the way to Europe"— 
o merge the firm's 11 core chemical busi- 
esses into a "new great unified company” 
hat he dreams could one day be Eastern Eu- 
'ope's equivalent of Britain's ICI. 

It would not be the first transformation 
hat Mr Junek has engineered. As the world has changed around 
um, he has repeatedly remodelled himself every bit as zealously 
is he now intends to remodel his company. Back in the 1980s the 
irbane Mr Junek, who speaks five languages fluently, was moon- 
ighting for the Czech secret service in Paris, where he was 
-hemapol's representative. At the age of 38, a year after the “vel- 
ret revolution”, which started in 1989 and toppled communism 
n what was then Czechoslovakia, he joined the Communist Par- 
y’s central committee. In 1991 it was evident that the old era had 
tone for ever, and he left the party to concentrate on business, 
ising his communist connections to land the top job at 
shemapol, where he had been a commercial director. 

If there were such a thing as a central committee of Czech 
apitalists, Mr Junek had forced his way onto it. With some 
(0,000 employees, assets of $18 billion and annual sales ap- 
xoaching $2 billion—equal to some 4% of Czech GpP— 
:«hemapol is one of the country's biggest and most influential 
'usiness groups. Mr Junek also got the chance to make his for- 
une. He and five fellow directors borrowed money from 
«hemapol's shareholders, the state-controlled banks and their 
nvestment funds, and bought a 13.3% stake in the company and 
n option on a further 12.6%—naturally, for an undisclosed sum. 

Yet it was then that things started to $o wrong. Under com- 
nunism, Chemapol's fortunes were built on its effective mo- 
iopoly of oil imports. Mr Junek was keen to hold on to as much 
Fthis as he could, and became a pro- 
onent of "the Czech way", which 
eld that foreigners should be kept out 
f Czech business. His aim was to con- 
‘ol the Czech Republic's two main oil 
2fineries, which were being privat- 
ied. But the interior ministry, worried 
bout a company with such strong 
nks to Russia as Chemapol, cam- 
aigned against Mr Junek, circulating 

document detailing his cloak-and- 
agger past. In 1994 Chemapol lost 
Ye refineries to a consortium of west- 
rn oil firms, including Agip of Italy 


.and of many 
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task: to make money 


and Royal Dutch/Shell. 

Ir may have been this failure that pro- 
pelled Chemapol through a frenzy of acqui- 
sitions; it may have been the firm's convic- 
tion that it should exploit its close links with 
the Czech Republics banks as an easy 
source of capital. Whatever the case, only 
some of the company's empire-building 
made sense. Some $345m of borrowed 
money was spent on acquiring about 3096 of 
the Czech chemical industry and 30% of its 
pharmaceutical distribution. But what did 
Chemapol want with such businesses as a 
regional airline, a national newspaper, fi- 
nancial services and Omnipol, which is the 
country's biggest arms dealer and an ally of 
British Aerospace? And what did the com- 
pany see in a property portfolio that in- 
cludes scores of apartments, a golf course 
and the odd castle? 

Mr Junek explains that such deals seemed too attractive to 
turn down. Nevertheless, now that Chemapol has drifted into 
trouble, they are a distraction and a drain on capital and cash 
flow. Profits at all of Chemapol’s six main chemicals subsidiaries 
collapsed in 1996, and two even started losing money. The sub- 
sidiaries are having to make substantial *non-productive invest- 
ments" because of the environmental regulations that the Czech 
Republic must meet if it is to join the European Union. Chema- 
pol incurred additional debt-servicing costs of $23m, thanks to a 
surge in interest rates after a 12% fall in the Czech koruna last 
May. The devaluation also harmed Chemapol's pharmaceutical- 
distribution business, which cannot charge more for imported 
drugs whose prices are regulated. Even bad luck has played its 
part. Freak floods in July cost two of Chemapol's subsidiaries a 
total of about $28m. 


A master of disguise 


Even Mr Junek admits that the Czech banks are too weak to lend 
him any more money. At the same time, the company is too 
opaque for analysts such as Ondrej Datka, of Prague's Patria Fi- 
nance, an investment bank, to recommend to investors. In re- 
sponse, Mr Junek wants :o reinvent himself as a western busi- 
nessman at a western company, rather as the Czech Republic 
wants to banish its recent past by joining the EU. He wants the 
new, streamlined Chemapol to save corporate overheads, and 
attract investors too. 

There are two troubles with this. 
Firstly, Chemapol also has underlying 
problems—such as its diversity and its 
inefficient cost structure. Second, in- 
vestors could be forgiven for finding 
something disarming in Mr Junek's 
Zelig-like ability to adapt. His career 
smacks of the sort of opportunism 
that sends minority shareholders run- 
ning. In order to win their trust, Mr 
Junek might find that he has to cast 
rather more light on Chemapol's 
structure than he bargained for. 
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FINANCE AND ECONOMICS 


Keeping the hot money out 


The bad news from East Asia has highlighted the difficulties of managing large 


flows of international capital 


T IS only a straw in the wind, but it tells a 
story. In 1996, when the global great and 
good made their annual pilgrimage to the 
Swiss Alps for the Davos meeting of the 
World Economic Forum, the theme of the 
conference was “sustaining globalisation”. 
Unsurprisingly, given the recent failure of 
Asia to conform with economic expecta- 
tions, next week’s meeting will instead be 
devoted to “managing volatility”. 
Among economists, the past 
six months have been unsettling. 
In particular, the abrupt reversals 
in economies that were hitherto 
deemed miraculous have chal- 
lenged the conventional wisdom 
that it is a good thing to let capital 
move freely across borders. Popu- 
lar sentiment in much of East 
Asia blames the present crisis on 
the sudden and destabilising 
withdrawal of foreign capital. 
Perhaps, it is suggested, things 
would have been calmer if less 
capital had been allowed to enter 
in the first place. 

For years, it has been dinned 
into the governments of develop- 
ing countries that financial lib- 
2ralisation is essential for pros- 
oerity. Instead of discouraging 
foreign investors, and crafting 
tules to stop local capital from 
fleeing abroad, they were advised 
‘0 open up. The theory was that 
his would give them access to 
ilobal savings they could then in- 
rest in order to grow faster. When 
Mexico and South Korea sought 
o join the OECD, the group of rich econo- 
nies, they were pushed to open up their 
‘apital markets further. 

Most economists are still wedded to the 
dea that international capital flows are de- 
irable in principle. Indeed, Asia itself 
eemed until recently to have proved the 
vase. As the East Asian countries erased cap- 
tal controls during the 19905, they enjoyed 
uge inflows of foreign money, amounting 
O 5-10% of Gpp (see chart on next page), 
which went hand-in-hand with fast growth. 
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With their subsequent crash, however, has 
come a recognition that free-flowing capi- 
tal can throw up unforeseen difficulties. 
"In retrospect”, Alan Greenspan, the chair- 
man of America's Federal Reserve, con- 
fessed last month, "it is clear that more in- 
vestment monies flowed into these 
economies than could be profitably em- 
ployed at reasonable risk." 

In an ideal economic system, this 





Guns? Liquor? Dollars? 


should not happen. Seeing that capital was 
producing a poor return in Asia, investors 
would put their money elsewhere. But real 
financial markets are more complex than 
the textbook models. Investors are erratic, 
swayed by waves of excessive optimism fol- 
lowed by waves of excessive pessimism. 
And it is impossible to eliminate moral 
hazard, which causes people to take exces- 
sive risks in the expectation that a central 
bank or the 1mF will bail them out when 
things go wrong. These factors can mean 


that market forces do not allocate capital 
perfectly around the world. 

Back in September, Malaysia's prime 
minister, Mahathir Mohamad, likened the 
global capital markets to “a jungle of fero- 
cious beasts". This sort of language is conve- 
nient for a politician intent on deflecting 
attention from his own policy failures. But 
serious economists are also pondering 
anew whether some curbs on capital flows 
are now called for. Walden Bello, a Philip- 
pine economist now based in Thailand, ar- 
gues for government action "to help slow 
down the frenzied and increasingly irratio- 
nal movements of capital". 

Ideas for doing that have been around 
for years. One, devised by James Tobin, a 
Nobel prize-winner in economics, is to put 
a small tax on foreign-exchange transac- 
tions. This would make short-term specula- 
tion more costly while having little effect 
on long-term investment. But a 
"Tobin tax" would be easy to 
dodge by moving currency trades 
to a country that does not tax 
them. Moreover, it would not 
necessarily solve problems such 
as those in East Asia, where the 
biggest sellers of local currencies 
have been not speculators but lo- 
cal firms desperately trying to 
hedge or repay debts denomi- 
nated in dollars. 

Limits on short-term foreign 
borrowing have gained greater 
support among economists. Both 
the imMF and the World Bank have 
been studying whether there are 
practical ways to do this. Chile, 
which in 1982 had a financial cri- 
sis strikingly similar to that in 
East Asia, is the exemplar of this 
approach. Since then, despite be- 
ing a robust supporter of the free 
market, it has actively sought to 
discourage short-term inflows of 
foreign capital. All loans and 
bank deposits from abroad are, 
in effect, taxed. When a company 
borrows abroad, for example, 
3055 of the loan has to be deposited for one 
year in a non-interest-paying account at the 
central bank. 

Chile has indeed enjoyed steadier 
growth than most other emerging econo- 
mies over the past decade. But whether that 
is a result of its capital controls is uncertain. 
Some studies conclude that the controls 
worked for a while to reduce the overall 
level of capital inflows and to encourage 
long-term over short-term investment. 
However, two Chilean economists, Mar- 
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celo Soto and Salvador Valdes-Prieto, 
found that the impact of the controls may 
have been smaller than it seems. Although 
Chile’s companies may have borrowed less 
from foreign banks, other short-term flows 
have increased, so total short-term capital 
inflows have not been reduced. 


Don't run before you can walk 

Chile's experience suggests that even if they 
were desirable in theory, capital controls 
may be difficult to enforce in practice. But 
it does not follow from this that govern- 
ments are wholly at the mercy of sudden 
inflows and outflows of capital. On the 
contrary. The evidence, from Chile and 
elsewhere, is that the extent to which such 
capital movements are destabilising de- 
pends largely on the strength»of a country's 
financial system and the soundness of its 
economic policies—on matters, in other 
words, that are under the control of govern- 
ments. Four lessons stand out. 

e First, most economists agree that coun- 
tries should liberalise their demestic finan- 
cial systems before opening up to foreign 
capital. By and large, the countries of East 
Asia failed to do this. Interest-rate ceilings, 
government-directed lending and insider 
relationships between banks and borrow- 
ers have all served to channel credit with- 
out regard for rates of return. Foreign 
money was pushed in the same directions, 
leading to excessive investment. 

e Second, financial liberalisation requires 
strict bank regulation and supervision, to 
prevent a reversal in capital flows or a 
sharp rise in interest rates trom breaking 
the banks. This includes placing ceilings on 
banks foreign-currency exposure. Chile has 
been a leader in improving bank regula- 
tion. And a rock-solid banking system is 
one reason why Hong Kong. with the most 
open financial markets in East Asia, has so 
far weathered the storm better than many 
of its neighbours. 

e The third policy prerequisite is exchange- 
rate flexibility. Free capital movement and 
pegged exchange rates are a dangerous mix 
(unless the currency is fixed under a cur- 
rency-board arrangement as in Hong Kong, 
where all local currency must be fully 
backed by American dollars). Not only does 
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a fixed rate prevent a central bank from us- 
ing interest rates to prevent an economy 
from overheating (because higher interest 
rates would push up the value of the cur- 
rency), but it also encourages too much for- 
eign-currency borrowing when foreign in- 
terest rates are lower than local ones. As the 
Chileans have shown, exchange-rate uncer- 
tainty helps to keep borrowers at home. 

e Lastly, financial markets need reliable in- 
formation to work efficiently. If lenders 
had had better information about the bor- 
rowing of South Korea’s private sector or 
the reserves of Thai banks, they would have 
pulled back sooner, and the eventual prob- 
lems would have been less severe. 

None of this argues against opening the 
door. But financial liberalisation is risky, 
and it therefore makes sense for economies 
with dodgy financial systems to open up to 
foreign capital more cautiously. China is 
now likely to learn from its neighbours’ ex- 
perience and proceed more slowly in open- 
ing up its own financial system and mak- 
ing its currency fully convertible. 

Those who think capital controls alone 
can avoid a repeat of the East Asian crisis, 
however, are offering a dubious remedy. It 
is far more important for countries to 
strengthen their domestic financial sys- 
tems, so that they can enjoy the benefit a 
free flow of capital brings without falling 
victim to the costs. 

——— 


Japan 
Crunch time? 


TOKYO 


E IS a truth universally acknowledged 
that Japan is in the grip of a credit 
crunch. Strapped for capital, Japan’s belea- 
guered banks, almost everyone agrees, are 
loth to lend to any company with the slight- 
est whiff of risk, which means mainly 
smallish domestically oriented ones. With 
exports slowing and domestic spending 
stagnant at best, this is the last thing that the 
economy needs. And this, say bureaucrats 
and politicians to anyone who cares to lis- 
ten, is a very big reason why the govern- 
ment needs to inject lots of taxpayers' cash 
(up to Y30 trillion, or nearly $250 billion) 
into bailing out, willy-nilly, the banking 
system. There is only one tiny catch: evi- 
dence of a credit crunch is notable mainly 
for its absence. 

Anecdotal evidence of a credit crunch 
abounds. Scarcely a day passes without a 
newspaper article bemoaning banks' un- 
willingness to lend. Of the 100 companies 
included in a poll this week by the Asahi 
Shimbun, a leftish daily, a quarter had ex- 
perienced difficulty in borrowing from 
banks. The state-owned Shoko Chukin 
Bank, which lends to small businesses, said 


that applications for loans had risen by 
72% in the five weeks to December 26th, a 
sign that private-sector bankers are not 
meeting the demand. The latest tankan sur- 
vey of business confidence, from the Bank 
of Japan, shows that most small firms find 
banks' attitude to lending *restrictive". 

The government has rushed forward 
with solutions. The Fiscal Investment and 
Loan Programme, the government's source 
of more-than-petty cash, will allow the pub- 
lic institutions which it finances to lend an 
extra Y12 trillion to small firms. The govern- 
ment is also proposing to strengthen banks 
by buying preference shares and subordi- 
nated debt and by approving some new ac- 
counting tricks, such as not deducting 
unrealised losses on equities from banks’ 
capital. In addition, the “prompt corrective 
action” which would automatically 
penalise banks whose capital falls below a 
certain level has been put off for a year. 

These solutions are addressing a non- 
existent problem, for serious evidence of a 
credit crunch is hard to find. The amount of 
outstanding bank loans fell by only 0.1% in 
November and was flat in December. The 
average spread between the rate at which 
banks borrow and the rate at which they 
lend has fallen, suggesting that banks are 
not deliberately deterring borrowers by 
raising the price of credit. There is, admits a 
senior official at the Bank of Japan, almost 
no statistical evidence that credit is hor- 
ridly expensive. 

That does not mean that money is easy 
to come by. Banks are favouring bigger, 
more creditworthy borrowers, and becom- 
ing more careful about lending to the rest. 
This reflects a greater awareness of credit 
risk. Historically, credit risk has never been 
much of a concern; Japanese banks have 
tended to lend to anyone who wanted 
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(Once vour ompany begins the transfor- 
mation to network computing, things 
will never be che same for you or yout 
competition. Network computing costs 
are 39% less than a desktop computing 
environment, Existing hardware can be 
ised, and the costs for network mainte- 
nance, software upgrades and technical 
support become significantly lower 

With network computing, the critical 
information your company needs is 
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All applications and data are stored on a 
professionally managed network. Install 
sortware one time ro vet Started: every- 
one is upgraded and updated instantly 
Leaving you the opportunity to respond 
rapidly and intelligently to change 
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money. This was possible because loans 
were backed by collateral and because a 
borrower's main bank could be counted on 
to bail it out before it defaulted. Now that 
the economy has slowed, the value of collat- 
eral is dubious and main banks no longer 
have the wherewithal to bail out their cli- 
ents, credit risk matters. Banks are warier 
about lending to companies that are un- 
likely to repay. 

The credit crunch is more a political 
phenomenon than a financial one. The fi- 
nance ministry is desperate to persuade a 
sceptical public that it must part with its 
hard-earned yen to rescue the banks, and 
the prospect that the banks would in turn 
lend more money, reflating the economy, is 
a powerful argument. Unfortunately, it is 
also a misguided one. What the authorities 
label a credit crunch is merely prudent 
banking. It should be welcomed, not wor- 
ried over. 





Trade disputes 


Big beef 


PRAH WINFREY, America's most fam- 
ous chat-show hostess, may have 
grabbed the headlines (and infuriated Tex- 
ass ranchers) by daring to disparage the 
safety of the burger. But this is an issue of 
wider international concern. The safety of 
meat was also the main item of discussion 
at a meeting of the Euro- 
pean Union's farm minis- 
ters on January 20th. 
Worries about food 
safety are exposing strains 
in the world’s trading sys- 
tem. At present, the United 
States is pressing the Eu to 
accept that its beef is free of 
BSE, Or mad-cow disease. It 
is also unhappy about the 
fact that for nine years the 
EU has banned the import 
of beef treated with artifi- 
cial growth hormones, on 
the ground that the meat 
may be unsafe. This is a 
contention which the 
Americans have always de- 
nied, and last week they 
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won the support of the World Trade Orga- 
nisation in Geneva. This was no great sur- 
prise, given that not one scientific study, 
not even those ordered by the Eu itself, has 
established a link between the use of these 
hormones and human disease. 

On the face of it, this looks like a victory 
for international trading rules and a defeat 
for disguised protectionism. But in spite of 
the wro's ruling, the ban will remain in 
force for some time yet. This is, after all, the 
second wro ruling in support of the 
United States on this issue. A wro panel 
ruled in America's favour in 1997, but the 
EU appealed and a second panel went to 
work. And although on January 16th this 
second panel backed the American com- 
plaint, it overturned some of the first pan- 
el's findings on procedural grounds, leav- 
ing both sides claiming victory. The upshot 
is that the EU can keep the ban in place for 
another 15 months while it studies the al- 
leged risks all over again. 

The Americans are understandably 
frustrated. But the existence of the wro's 
complaints procedure, however cumber- 
some, has at least prevented each side from 
resorting to unilateral actions. Having at 
first retaliated against the hormone ban by 
imposing 100% tariffs on certain European 
imports, the Americans have since 1996 
been content to fight their battle within the 
trade body. Neither side is threatening to 
pull out ofa wro-brokered settlement. And 
both say they accept in principle that any 
trade restrictions imposed on health 
grounds must be backed by solid science, 
which the wro is entitled to review. 

Going to the wTo is still often a last re- 
sort, however. On January 19th America 
and Europe ended another dispute the old- 
fashioned way, through bilateral talks. The 
EU dropped an import ban on tallow, a 
beef product which is widely used in soaps 
and cosmetics but which, Eu officials say, 
could infect users with Bse. They will 
henceforth allow in tallow that has re- 
ceived special treatment to eliminate the 





Mad about sanctions 


risk of BsE—although the threat has not 
been shown to exist. 

Other disputes grind on. The Eu and 
America are still unable to agree common 
veterinary or meat-inspection standards, 
for example. Last month, the Eu told Amer- 
ica to strengthen its slaughterhouse con- 
trols or face import restrictions, while the 
Americans slapped a ban on some Euro- 
pean countries’ beef and lamb due to wor- 
ries about disease. America has also hinted 
that it might impose a ban on cheese made 
from unpasteurised milk, a measure that 
would dismay America’s gourmets as well 
as France’s dairy farmers. Maybe Oprah 
should adjudicate. 





Bankruptcy in Asia 
The living dead 


JASARTA AND SEOUL 


ERE is an illuminating exercise, rec- 
ommended for those who think the 
worst of the Asian financial crisis is past. 
Visit the Hong Kong headquarters of Pere- 
grine, the investment bank that collapsed 
earlier this month, and observe the walls 
stripped of pictures and empty rooms so ef- 
ficiently scoured by the liquidators. Then 
visit the Jakarta offices of Infiniti Wahana, 
the holding company for Steady Safe, an In- 
donesian taxicab firm whose stated inabil- 
ity to pay back a $350m loan from Pere- 
grine was the final nail in the bank’s coffin. 
The wood gleams, the pictures shine, the of- 
fice bustles: business as usual. 

When a company in Europe or America 
cannot pay its debt, its creditors force it 
into bankruptcy, where a judge can fix a re- 
payment plan or liquidate the firm and di- 
vide up the assets. But in Asia's most trou- 


bled economies, it is more likely to be the ~ 


creditors who end up in trouble. 

In Indonesia, as western banks are 
discovering to their horror, it is almost im- 
possible to force a debtor into bankruptcy. 
In South Korea, filing bankruptcy papers is 
easy—but months of inaction inevitably 
follow. In Thailand and the Philippines, 
the best a lender can expect is "sorry". As 
Asia begins to clean up from the financial 
meltdown of 1997, this lack of legal process 
is becoming a serious hindrance. So long as 
insolvent companies can keep operating 
with impunity, the restructuring of Asia's 
over-indebted corporate sector will be in- 
definitely delayed. 

Last year alone, 13,971 firms in South 
Korea went bankrupt. Among them are 
eight large chaebol, or conglomerates, 
which sought bankruptcy-court protection 
with combined debts of 20 trillion won 
($21 billion). These firms are supposed to be 
working up business plans to be submitted 
to creditors and the court. But with only 
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four bankruptcy judges, the Seoul district 
court is in no position to move cases 
quickly. Since applying for receivership a 
year ago, Hanbo Iron & Steel has made no 
principal or interest payments on its $5 bil- 
lion debt. Its plants, meanwhile, are operat- 
ing normally. Other steel companies have 
talked about buying the firm’s mills and 
rationalising their operations, but nothing 
of the sort has happened. 

The situation is even worse in Indone- 
sia, where the rupiah has lost more than 
three-quarters of its value against the dollar 
over the past six months. Some 90% of 
listed firms are technically insolvent and 
virtually all have stopped paying their 
debts. Yet not a single listed firm has gone 
bankrupt. There is, in effect, no bankruptcy 
law; the vague rules on the books, taken 
from a century-old law in the‘Netherlands, 
Indonesia's former colonial master, are 
simply not up to dealing with Byzantine 
ownership structures that lef: banks in ef- 
fect lending to companies controlling 
shareholders, rather than the companies 
themselves. And foreign bankers have no 
interest in testing the Indonesian courts. 
"It's a matter of who pays most and who 
has the most-connected friends," sighs one 
banker. “Even if we did sue, we'd have no 


zt 





guarantee of ever getting our money back.” 
Thailand is only now introducing a 
bankruptcy law with a provision for 
restructuring debts. The overstretched 
court system, alas, is in no shape to oversee 
such a process. The result is that Thai com- 
panies, too, are defaulting with impunity. 
Some larger companies are simply refusing 
to co-operate with their foreign creditors. 
Things should be better in the Philip- 
pines, where there is a bankruptcy statute 
based on American law. It is rarely used: 
the process is lengthy and expensive, and in 
the end creditors often find that most of the 





Golden opportunities 


| VICENZA 


| HE Asian crisis has given a glittering 
| new meaning to the term “financial 
. meltdown”. To help cope with collaps- 
. ing currencies and crumbling stock- 
| markets, patriotic Thais and South Kore- 
ans have been handing in their gold 
bracelets, brooches and necklaces to be 
melted into ingots that cambe used to re- 
pay foreign creditors. But as with other 
aspects of Asia’s turmoil, this gold rush 
in reverse is destabilising the most dis- 
tant markets. 








Its impact was clearly visible in Italy 
at Vicenzaoro, the world’s largest gold 
jewellery trade fair, which ended on Jan- 
uary 18th. Jewellery is one of Italy’s most 
important exports, worth 7.5 trillion lire 
($4.2 billion) a year, and Asia is among 
Italy’s most important markets. People 
in Japan and South Korea, alas, are not 
buying much jewellery these days, and 
economic conditions in other Asian 
countries are such that their own gold- 
smiths are looking abroad. The Thai gov- 
ernment helped 15 jewellery firms make 
the trip to Vicenza. “The market in Singa- 
pore is awful,” says Tony Siah of Beauty 
Jewels, a Singapore firm. “Vicenzaoro is 
our last hope.” 

The foreign invasion arrives as Italy’s 
8,000 jewellery makers are enjoying a | 
booming home market for the first time | 
in years. That may not last for long. In ad- 
dition to Asian competitors, Italian gold- 
smiths face a threat from pending regula- _ 
tions, demanded by the European . 
Union, which will finally allow Italians 
to own gold ingots. The jewellers want — 
the government to slap a 20% value- 
added tax on the ingots, lest Italians dis- 
cover that they can hedge their fears of 
inflation more cheaply with plain gold 
bars than with baubles and bangles. | 
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bankrupt company’s assets 
have been transferred to the 
owners relations, leaving 
the creditors with nothing. 
Yet it is easy to see why Fili- 
pinos strive so hard to keep 
failing companies alive. Be- 
cause the law's provisions 
for restructuring are vague, 
those few companies that 
do declare bankruptcy 
rarely emerge alive. Hence a 
filing triggers a race among 
creditors to grab all avail- 
able assets, crippling the 
business and making an or- 
derly sale of the firm nearly impossible. 

Stalling bankruptcy is not painless for 
the debtors. Even ifthey stop servicing their 
debt, they must try to meet what operating 
costs they can with cash flow. Short-term 
loans to carry inventory and buy raw ma- 
terials are no longer available. Exporters, 
who might be expected to boost produc- 
tion to exploit a favourable exchange rate, 
cannot get the money to expand. 

Lenders have equally limited options. 
Domestic banks, and some corporate in- 
vestors, may choose to swap debt for equity. 
Some are accepting local-currency pay- 
ment for dollar loans. That is a gamble on 
the recovery of the currency—uncomfort- 
able, perhaps, but probably less risky than a 
gamble on the bankruptcy courts. 





Mutual funds 


Costly nuisance 


STAMPEDING bull market is not a 

time when investors tend to get upset 
about the fees they pay to money managers. 
America's burgeoning army of investors in 
mutual funds has therefore made little fuss 
about the fact that fund managers are tak- 
ing increasing sums off the top. When the 
bears have their day, however, complaints 
about fee inflation can be expected to grow 
louder. 

Fund ownership does not come cheap. 
Last year, says Lipper Analytical Services, a 
research firm, the average investor in Amer- 
ican state- and local-government bond 
funds paid expenses equal to 1.006% of his 
assets in management and administration 
expenses. In 1992 average expenses for such 
funds were only 0.724% of assets. The dif- 
ference is enormous given that the average 
annual return of all such funds over the 
past five years was only 6.82%. Fee inflation 
is hitting other types of funds as well. 
Lipper calculates that the average corporate 
bond fund charged investors 1.126% of as- 
sets in 1997, up from 0.982% five years ear- 
lier. The average stock fund's total fees came 
to 1.569% last year; in 1992, the average was 
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only a modest 1.46%. 

Non-American investors have only 
slightly more reason for cheer. According to 
Fitzrovia, a London consultancy, the total 
expenses of the average equity fund aimed 
at international investors were 2.22% in 
1996, about the same as they have been 
since 1993. The average “offshore” bond 
fund's expenses have edged down from 
1.31% of assets in 1993 to 1.26% in 1996, but 
are still far higher than expenses of similar 
funds in America. 

The vast inflows of money into funds— 
in America, a record $254 billion in the first 
11 months of 1997—should, in theory, re- 
duce costs by allowing economies of scale 
in everything from investment research to 
statement mailing. So why are fees not fall- 
ing? One possible answer, albeit without 
clear evidence, has to do with the growing 
popularity of “no-load” funds—ie, funds 
that do not carry a commission. Since a bro- 
ker, if one is involved, receives a fee from 
the mutual fund instead of charging a load, 
this could be causing average fees to rise 
(loads are not included in most expense 
ratios). 

A clearer trend is the proliferation of 
new funds, which, being small, tend to 
have higher expense ratios than older ones. 
Fitzrovia calculates that while the number 
of offshore equity funds has doubled since 
1993, the size of the average fund is un- 
changed. In America, according to Lipper's 
reckoning, while total fund assets have in- 
creased sixfold in the past decade, the aver- 
age fund's portfolio has grown only from 
$326m to $488m. If they are weighted by 
fund size, American funds' average fees 
dropped slightly from 1995 to 1997, sug- 
gesting that larger funds are becoming 
cheaper as they grow. 

Peter Tufano of Harvard Business 
School and Matthew Sevick, a consultant, 
offer another explanation for why mutual- 
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fund fees are high (though not for 
why they should be rising). They 
blame the composition of a 
fund's board. In a recent study in 
the Journal of Financial Eco- 
nomics, they report that the more 
directors on a board are ap- 
pointed by the fund manager, 
and the more they get paid, the 
more likely they are to approve 
higher fees. Even independent di- 
rectors run the risk of becoming 
“well-paid rubber stamps”, work- 
ing in the interest of the fund’s 
manager rather than of the share- 
holders to whom they have a fi- 
duciary duty. 

Most investors are blissfully 
unaware of how much they are 
paying for the privilege of own- 
ing a mutual fund. A recent study 
for the Comptroller of the Cur- 
rency, a banking regulator, found 
that fewer than one American in five 
knows how much his funds charge. Inves- 
tors elsewhere may know even less, because 
most funds based in Europe and Asia dis- 
close only management fees, not other ex- 
penses, such as marketing costs, that are 
charged to fund shareholders. 

With the average diversified equity 
fund in America returning 24% last year 
and the average bond fund earning 8.86%, 
generous fees may seem a reasonable price 
for expert stock- and bond-picking. Fees are 
"a nuisance cost to most people in a bull 
market," says Lippers Michael Lipper. If 
only the money were well-earned. In nine 
cases out of ten, investors would have done 
better with passively managed "tracker", or 
index, funds, and surrendered fewer of 
their gains to fund managers. 





Citibank 


Trading down 


NEW YORK 


N INTERNATIONAL consumer bank- 
ing, there is only one success story: Citi- 
bank. While dozens of institutions have 
tried to cross borders, Citi stands alone in 
making itself the bank of choice for wealthy 
businessmen around the world. It offers 
loans and deposit accounts in many cur- 
rencies, and it has made pains to make sure 
that its branch in Mumbai will seem famil- 
iar to a customer just in from Bogota. The 
strategy has paid offhandsomely. When the 
banks parent company, Citicorp, an- 
nounced net 1997 profits of $4.1 billion (be- 
fore restructuring charges) on January 20th, 
it revealed that consumers in emerging 
markets now account for more than one- 
fifth of the money Citi earns. 
Yet Citi seems to be tinkering with the 


formula that has brought it success. The 
bank that aimed squarely at the economic 
elite and shunned the mass market has 
now set a goal ofa billion customers world- 
wide by 2010. Citi executives talk of becom- 
ing for retail banking what Coca-Cola is for 
soft-drinks, a global consumer brand. The 
challenge is to do that without driving 
away the high-profit customers who favour 
Citi, in part, precisely because it is not the 
bank of the masses. 

Citi discourages talk that it is moving 
downmarket. Its actions suggest otherwise. 
In Mexico, where it has a highly profitable 
operation with only a handful of branches, 
it is acquiring Banca Confia, a mid-size in- 
stitution with an entirely different cus- 
tomer base. In Thailand, where the govern- 
ment is forcing weak banks to sell out or 
close, it is investigating the purchase of 
First Bangkok City Bank. It has stepped up 
consumer lending in Brazil, bid for a retail 
bank in a Polish privatisation, and gone af- 
ter Japanese savers worried that domesti- 
cally owned banks may not be so safe. The 
big question, apparently still unresolved 
within Citicorp itself, is how aggressively to 
move away from the wealthy and towards 
the merely prosperous. 

The bank's management is well-suited 
to such a shift. William Campbell, the head 
of consumer banking, made his name as a 
marketer at Philip Morris, a tobacco firm. 
Other recent recruits to top management 
came from Heinz, a food company, and 
Viacom, a media giant. All bring experience 
selling consumer brands to mass markets. 
Tne bank is already run as a single global 
firm, rather than a collection of national 
ones, which makes it easier to put a new 
strategy in place around the world. 

Citi also brings some marked advan- 
tages to the global battle for the consumer. 
For one thing, it has invested heavily in 
consumer-friendly technology. For an- 
other, it is already in 99 countries, while 
many of its would-be rivals are less broad. 
And Citi has managed to get the right kind 
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of reputation. In most countries, foreign 
banks are less well-known and less well-re- 
garded than local banks, according to re- 
search by Allen DeCotiis, an American con- 
sultant. Citibank, Mr DeCotiis says, 
compares favourably with local banks in 
many countries, whereas consumer- 
minded expansionists such as Banco San- 
tander of Spain, iNG of the Netherlands, 
and HsBc of Britain do not. 

Going after the mass market clearly 
poses risks. Traditionally. Citi does not 
make a point of offering the lowest fees or 
the most favourable interest rates, but mid- 
dle-income customers may prove more 
price-sensitive than wealthier clients. Judg- 
ing credit quality is trickier, too, particu- 
larly in emerging economies where credit- 
reporting services are just being born. 
Assessing credit quality is tricky enough in 
America, where Citi's credit-card write-offs 
rose sharply last year. Keeping credit risks 
under control in Thailand or Brazil will be 
a serious management challenge. 

So far, Citibank's moves have been cau- 
tious and steady. Compared with rivals 
such as Santander and BBv, another Span- 
ish bank, it has been careful about expand- 
ing fast in Latin America. And when it 
judged that the price was wrong, as in Po- 
land, it chose not to proceed. But if the goal 
of a billion customers is anything more 
than windy rhetoric, it will need to start 
moving more boldly. John Reed, Citicorp's 
chairman, plans to tour Asia with Mr 
Campbell in March, to decide how much 
money to invest in trying to expand market 
share. If, as many in Citicorp believe, the 
bank now has the chance to create a global 
consumer brand for the middle classes, 
moving too slowly could represent a huge 
opportunity missed. 





Indian finance 


Death sentence 


MUMBAI 


| THE Asian crisis proves that a financial 
system is only as strong as its weakest 
link, the finance-company sector has to be 
that link in India. Ever since the collapse of 
a large finance company, CRB Capital Mar- 
kets, in April last year, these firms have 
been lurching towards a painful conclu- 
sion. Now, the Indian central bank has un- 
sheathed a new regulatory regime which 
many fear will deal the death blow to all 
but a handful of the 40,000-odd compa- 
nies. That is long overdue. 

The finance companies have multi- 
plied since India began deregulating its fi- 
nancial system in 1991. In some ways, they 
act like banks: they take deposits, under- 
write capital issues, manage portfolios and 
offer loans. Their share of household finan- 
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Losses as big as the Alps 


T IS not just Japanese taxpayers who 

are picking up the bill for Japan’s sick 
banks. The Swiss, it appears, have been 
covering part of the cost. 
| It seems that Union Bank of Switzer- 
| land (ups), Switzerland's biggest bank, 
. saw huge profit potential last autumn in 
. convertible preference shares issued by 
Japanese banks. Sources at UBs say the 
bank's derivatives traders bought up- 
wards of ¥150 billion ($1.2 billion) of 
| these instruments, which the Japanese is- 
| sued to bolster their capital. uss then 











cial assets soared from 3.8% in 1990 to 
around 14.6% in 1997. But this money, 
which is not protected by government de- 
posit insurance, is secured only by the com- 
panies’ own capital. As share and property 
slumps and an economic slowdown have 
hit their profits, some finance companies 
have faced long queues of depositors de- 
manding their money back. Several have 
been forced to down their shutters tempo- 
rarily. Their weakness puts India’s entire 
banking system at risk, because all of the fi- 
nance companies clear their transactions 
through commercial banks. 

Stung by public criticism of its role as 
regulator and armed with more legal pow- 
ers, the Reserve Bank of India began a crack- 
down last July. It ordered compulsory reg- 
istration, which revealed only 9,000 of the 
37,500 finance companies to have the stip- 
ulated minimum capital and reserves of 
2.5m rupees ($64,500). The rules unveiled 
this month allow only finance companies 
that meet that standard and have an ade- 
quate credit rating to accept deposits. Even 
companies with AAA ratings may take de- 
posits only up to three times their capital 
and free reserves. All finance companies 
must have capital equal to 10% of their as- 
sets (adjusted for risk) by March this year 
and 12% by 1999. 

An outcry by the companies against 
“death by fiat” compelled the central bank 
last week to soften its stand a bit; compa- 





sold off the debt component of these se- 

curities. What was left was essentially a 

put option, which gave investors the | 
right to force UBs to buy the banks’ shares | 
at a set price. That price was to fall if | 
bank-share prices edged down, suppos- | 
edly protecting uBs from huge losses. | 

If bank shares had fallen moderately, — 
this apparently low-risk strategy would | 
have succeeded. But it went horribly | 
wrong when the shares collapsed. UBS | 
tried to hedge part of its risk by selling | 
bank shares, but it could not sell enough | 
because, as Japan's banking crisis wors- 
ened in November, some banks' shares 
did not trade for days at a time. As a re- 
sult, UBS sources say, the bank's losses on 
these instruments alone may reach SFri 
billion ($673m). 

A UBS spokeswoman says that this 
figure is "out of proportion", although 
she declined to provide specific num- | 
bers. That Japanese bank shares have 
since risen a bit will bring scant comfort. 
to executives in Zurich. Its losses in To- 
kyo are among the factors that forced UBS 
to accept a takeover by its smaller rival, | 
Swiss Bank Corporation, last month. 





| 
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nies can keep *excess" deposits until they 
mature rather than refunding them by 
year-end. However, all but about 200 com- 
panies must stop accepting public deposits 
immediately. Deprived of this cash flow, 
many of these companies will fail quickly. 

There are no reliable estimates of the 
losses to depositors that will ensue. The 
amount is likely to be large—all the more so 
because most of the finance companies de- 
liberately tried to squeeze out extra profit 
by using one-year deposits to fund three- 
year car and machinery loans, a growing 
number of which are in default. Many of 
these assets, once put up for sale, may turn 
out to have no value at all. 
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Soaking the rich 


How much do high- i ncome people repens to tax changes? 









6¢ T ET me tel | you aba ut the: very rich, 
They are different from you and 

me.” When. F. Sco! gerald wrotethese - 

words in 1926 eferring to the atti- 


tudes of the wealthy, not to their tax re- 
turns. But his phrase also captures a com- 
mon view. | in gra economists: “that 





{ tion over i form their i income ins 
than other people. Whereas average work- 
ers rely primarily on wages, executives, 
film stars and successful investors are 


more likely to have stock options and - 
non-taxable perks as well as capital gains : 
and dividends. All this makes it easier for 
them to choose when they wish to receive. 


taxable income and how they want that 


income to be labeled, enabling them to re- 


duce their tax bills. As a result many econ- 
omists believe that the Laffer Curve—a di- 
agram that Arthur Laffer famously drew 
on.a napkin to explain why tax revenues 
would rise when tax rates were cut— 
might actually be true for high-income 


folk, even though it clearly does not hold 


for the overall population. ‘ 

. America's most affluent have seen 
enormous changes in their marginal tax 
tates over the past two decades. In 1981 
President Reagan cut the top personal 
rate from 70% to 50%. Tax reform in 1986 
cut it further to 28%. Presidents Bush and 
Clinton both hiked it. At present, married 
couples whose annual taxable income ex- 
ceeds $250,000 pay 39.6% on each extra 
dollar of income. Those whose income 
lies between $140,000 and $250,000 pay 
35% at the margin, . 

A bevy of studies has analysed the ef- 
fect of these changes. Most find that the 
share of tax income generated by the high- 
2st-income Americans rose after both the 
1981 and 1986 tax cuts. Martin Feldstein 
and Daniel Feenberg of the National Bu- 
reau for Economic Research showed that 
the taxable income of those at the top fell 
after the 1993 tax rise, while the taxable 
ncome of those whose tax rates did not 
fo up rose. These studies imply that since 
1igh-income people respond to changing 
ax rates by reporting less income, raising 
heir taxes is an inefficient way for the 
jovernment to raise revenue. 

. Unfortunately, these studies, which 
ire all based on actual tax returns, suffer 
tom several empirical problems. They 
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implicitly assume that changes in the tax- 


: able income of rich and poor are influ- 


enced only by tax-rate changes. America’s 
rising income inequality (which has far 


. more complex causes than the tax system) 
means that the richest Americans have 


been getting relatively richer and hence 
should be paying more in taxes, quite in- 
dependently of tax cuts. Moreover, the 
studies do not distinguish between per- 
manent changes in a rich person's taxable 
income and temporary effects that are 





due to timing alone. The efficiency cost of 
a tax hike depends most on its permanent 
effect on people's incomes. 


In two intriguing new papers* pre- 
pared for a conference at the Office of Tax 
Policy Research at the University of Mich- 
igan, Austan Goolsbee, an economist at 
the University of Chicago, tries a different 


tack. He looks carefully at the income of 


America's top executives between 1991 
and 1995 to see if it responded to the tax 
hike in 1993. By law, public companies in 
America must publish the amount that 
their top five executives are paid. Mr 
Goolsbee examines the pay of bosses at 
the companies listed in the Standard & 
Poor's 500-stock index, the s&r Mid-Cap 
400 and the s&r Small Cap 600. All told, 
this gives a sample of over 10,000 of 
America's top executives. Between 1991 
and 1995 their average taxable income, in 
1992 dollars, was $852,000. 


* "What happens when you tax the rich? Evidence from 
executive compensation". NBER Working Paper 6333. 
December 1997. “It’s not about the money: why natural 
experiments don't work on the rich". Forthcoming. 


. taxable income of that group after th 
.1993 tax hike. One executive alone—Mi- 
chael Eisner, chief executive of Walt Dis: 


“1m taxpayers in 1993. The reason is that 


| Alli in the timing. 


. comes ofa very small number of very well 
_ compensated executives. According to Mr 





































His results are striking. Although diens 
executives make up only 1% of Ame 
ım highestincome taxpayers, they à 
counted for 21% of the total change in. the 





ney—is responsible for more than 2% 0 
the fall in taxable income among the top 


Mr Eisner cashed in almost $200m of 
stock options on November: 30th: 1992 
and none in 1993. 


These results: question conventional wis- 
dom. A large chunk of the drop in taxable 
income among the top 1m taxpayers i 
1993 came from big changes in the i 


Goolsbee, executives with an average an- 
nual income over $275,000 from 1991 to 
1995 saw their incomes drop by $179,000, 
or average, between 1992 and 1993. But, 
crucially, this 16% drop followed a 27% 
($242,000) rise in average income be- n 
tween 1991 and 1992. These few were very ` 
responsive to the tax change, but their re- 
sponses were short-term: they juggled 
their income between years. Conversely, - 
most of the top im taxpayers seem to have 
changed their incomes little ifat all in re- |- 
sponse to the tax increase. 3E 
< Most intriguingly, the way these top | 
executives influenced their taxable in- - 
come was by choosing whether to exercise 
stock options. Their average salary did | 
not fall in 1993, their bonus payments - 
rose and the value of options granted in | 
1993 also rose. The only change was that | 
they exercised their stock options in 1992 d 
and not in 1993. The change in taxablein- ` 
come for the average top executive was : 
mirrored closely by the change in options ` 
exercised (see chart). d 
Mr Goolsbee's results are not free of | 
problems. For instance, they cover only | 
compensation and so exclude capital 4 
gains or dividend income, both areas - 
where taxpayers might well act differently | 
in response to changing tax rates. None- 
theless they provide tantalising evidence 
that the efficiency cost of taxing high-in- | 
come people may not be as high as people |: 
think. Conversely, tax cuts for upper-in- 
come people may not lead to greater reve- 
nue. In 1936, Ernest Hemingway's rejoin- 
der to Fitzgerald's claim that the very ric 
were different was "Yes, they have mor 
money." Their economic behaviour, ho 
ever, may not be so different afterall. 
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SCIENCE AND TECHNOLOGY 


Publishing, perishing, and 


peer review 


Could new kinds of electronic publishing rescue academia from its long- 


running **journals crisis"? 


N OBSCURE academic journal with a 
few hundred subscribers may seem 
like no way to make a fast buck, or indeed 
any bucks at all. Nonetheless, thousands of 
the most offbeat and little-read serials— 
with such gripping titles as Advances in 
Colloid and Interface Science, Solid State 
Ionics and Metal Powder Report—are pro- 
duced by commercial publishing houses at 
profit margins of 4096 or more. It was, in- 
deed, such riches that helped support the 
lifestyle ofthe late Robert Maxwell, a scoun- 
drel who made his early fortune from the 
worthy business of publishing the scien- 
tific world's latest discoveries. 

The reason such margins are possible is 
that the readership, though small, is almost 
guaranteed. Learned journals are not just 
fun to read—they are vital to academia. 
Publishing in them allows researchers to 
tell one another what they have discovered, 
to stake their claims to having discovered it 
first, and to show their bosses and grant- 
givers that they have not been idle. 

However, journal prices have been ris- 
ing steadily above the rate of inflation for 
years. The Association of Research Librar- 
ies, an organisation of 121 American aca- 
demic libraries, estimates that its members 
were spending 124% more on journals in 
1996 than in 1986, but getting 7% fewer ti- 
tles for their money. Much ofthe reason has 
been a rise in the sheer volume of scholar- 
ship: journals are getting fatter. But re- 
searchers and librarians have long been 
complaining that the commercial publish- 
ers (as opposed to non-profit learned soci- 
eties—though even those often run journals 
at a profit, to cover the costs of other ser- 
vices) are raising prices faster than they 
ought to. 

The publishers, they say, benefit from a 
skewed market. Because journals are essen- 
tial, because academics are slow to change 
their preferences (both for where to publish 
and for what to read), and because the big 
publishers own so many titles, in effect they 
have a captive audience. And if libraries 
cancel journal subscriptions they cannot 
afford, publishers just raise the prices ofthe 
remaining ones to compensate for the reve- 
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nue they lose. 

There is another argument for 
seeing the journal industry as quasi- 
monopolistic. Once an article has 
appeared in a journal, it can appear 
nowhere else. Although journals 
may jostle for pre-eminence in a sci- 
entific field, the contents of each are 
unique, so they never compete di- 
rectly. This helps explain why jour- 
nals published by learned societies 
rarely drive those from commercial 
publishers out of business, despite 
often costing a fraction of the price. 

Until a few years ago, the cost of 
publishing things independently in 
print meant that an established jour- 
nal was the only way for a scholar's 
work to be disseminated and recog- 
nised. With the advent of the Inter- 
net, however, there have been vari- 
ous proposals for using electronic 
publishing to break the big publishers' he- 
demony. Some of them are now being tried. 
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Ethereal knowledge 


Electronic journals are nothing new. Ann 
Okerson, a librarian at Yale University, esti- 
mates that there are between 5,000 and 
10,000 of them. Three years ago there were 
325. Most are just electronic copies of print 
journals, and yet they are not much (and 
sometimes not at all) cheaper than the pa- 
per versions. In addition, almost all of 
them suffer just as much from the other 
great bugbear of academic publishing: the 
wait of months, occasionally years, for a 
journal to decide whether an article is fit to 
grace its exalted pages. Much of this delay is 
caused by the need to send such articles to 
outside experts for “peer review”. 

Stevan Harnad, a psychologist at the 
University of Southampton, has argued for 
many years that the Internet ought to be 
used to break the connection between pub- 
lishing and peer review. To spread their 
words faster, scientists have traditionally 
sent out pre-prints of unpublished articles 
and, with the advent of the Internet, “e- 
prints” have now emerged. E-prints, how- 
ever, tend to be posted in electronic ar- 
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Making the reader breathless 


chives—things which are, in effect, little less 
than independent web-based journals. 

For this reason, e-prints are already de- 
priving journals in certain fields of their 
traditional roles both as newspapers and as 
repositories of knowledge, leaving only the 
fact that a journal's contents are peer-re- 
viewed to distinguish it from an archive. 
Other functions that publishers fulfil— 
such as typesetting and printing—are sub- 
sumed already, since scientists produce 
neatly formatted manuscripts, replete with 
mathematical symbols, themselves. 

But even the peer-review role is being 
taken over, at least informally, bv the ar- 


<<}. 
| We invite applications for the 1998 Richard Case- | 
| ment internship. This is for a would-be journalist un- 
| Ger 24 to spend three months of the summer on the 
| rewspaper, writing about science and technology. | 
Our aim is more to discover writing talent in a sci- | 
| ence student than scientific aptitude in a budding | 
| journalist. Applicants should write a letter introduc- | 
| ing themselves, along with an original article of about 
600 words which they think could appear in the Sci- 
ence and Technology section. They should be pre- 
pared to come for an interview in London or Wash- 
| 
| 





ington, DC, this April, at their own expense. 
| Applications must reach us by March 1st and should 
be posted to: The science editor, The Economist, 25 St 
James's Street, London Sw1A 1HG, Or e-mailed to 
casement@economist.com 
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chives. According to Paul Ginsparg, who 
runs one of the biggest—the physics and 
mathematics archive at the Los Alamos Na- 
tional Laboratory in New Mexico—scien- 
tific authors are meticulous about updat- 
ing their articles with changes suggested by 
colleagues, since it is in their interests for 
the latest version to be available. 

Journal publishers do not respond well 
to this threat to their role. Once an article 
has been printed in their pages, the law of 
copyright is often used to prevent its author 
from posting it on the Internet. Moreover, 
many journals treat posting to an archive 
before their periodical hits the presses as 
“prior publication”, and threaten not to ac- 
cept papers for that reason. 

Some publishers, though, are more pro- 
gressive. The American Physical Society 
(APs), a non-profit body, has started to make 
manuscripts sent to one of its journals pub- 
licly available before they are peer-re- 
viewed, and is creating Internet links be- 
tween its journals and the Los Alamos 
archive. And even commercial publishers 
may sometimes bend a little. Reed-Elsevier, 
a Dutch company that is the biggest com- 
mercial publisher of scientific journals (it 
acquired much of the Maxwell scientific 
empire), has agreed that it can work with 
licences from authors, rather than demand- 
ing that they transfer full copyright. Dr 
Harnad and his acolytes argue that it is 
therefore up to academics to change the 
way publishing companies work, by being 
more fussy about the terms they accept. 

Given the extent to which physicists 
and mathematicians already use e-prints, 
collaborations such as that between the APs 
and Los Alamos may have been inevitable. 
But sceptics doubt that e-prints will pene- 
trate other scientific fields so easily. 

One reason is that papers in "hard" dis- 
ciplines such as physics are far less fre- 
quently rejected by journals than those in 
squishier subjects. That makes e-prints a re- 
liable source for physicists. But in other 
fields, most scholars still require a formal 
system of anonymous peer-review (and the 
no-holds-barred honesty that it is supposed 
to bring) to filter the wheat from the chaff. 

Separate journals could yet disappear, 
suggest the most utopian visionaries, if 
learned societies (which wereonce the only 
publishers of academic journals) simply 
provided peer-review services, with re- 
viewed articles in the e-print archives carry- 
ing their (electronic) seals of approval. 

Perhaps the best hope the established 
journals retain for long-term survival is 
that some of them have very strong brands. 
Both researchers and grant- and job-award- 
ing committees get their first impression of 
the quality of a piece of research from the 
journal it is published in—the informal 
rank order of journals in a field being well 
known to all the practitioners. 

But though journals may persist, pub- 
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lishing them electronically offers other in- 
novations. One is being attempted by the 
Optical Society of America. This non-profit 
body recently announced that its new on- 
line journal, Optics Express, will be avail- 
able for free. Its costs will be covered by au- 
thors, who will pay an initial $50 for peer- 
reviewing and $300 more if an article is 
accepted. This model (which at least one 
other electronic journal already uses) virtu- 
ally guarantees a readership. The problem 
is the writership: scientists are reluctant to 
dig into their research grants to pay such 
fees, especially when they can publish for 
nothing elsewhere. 


Could someone else pay? Since it costs 
so much less to produce a journal electroni- 
cally, and the spread of such journals could 
relieve the pressure on library budgets, uni- 
versities might be persuaded to cough up 
their researchers’ publishing fees. A num- 
ber of librarians are hoping to persuade 
academics that such moves would be in the 
common interest. The increased threat of 
desertion, they hope, will also allow them 
to negotiate cheaper contracts with com- 
mercial publishers who are becoming 
more electronically oriented themselves. 
The days of 40% profit margins may soon 
be as dead as Robert Maxwell. 





Diagnostics 


Under the influence 


OKLAHOMA CITY 


€€X7OUVE got a virus" is one of the 
commonest and least helpful cli- 
chés that can emerge from the lips of a doc- 
tor. What makes it worse is that there is fre- 
quently no way of knowing for sure 
whether it is true. No way, that is, which can 
be administered quickly and easily in the 
surgery of a busy general practitioner. 

If ZymeTx, a biotechnology company 
based in Oklahoma City, has its way, that 
should soon change. For the company has 
developed, and recently obtained official 
approval for, a kit that can tell whether your 
sore throat and runny nose really are the 
result ofa virus (as long as the virus in ques- 
tion is influenza) or whether something 
else is to blame. 

The kit, which bears the unlikely name 
of ZstatFlu, is able to detect an enzyme that 
is an essential part of the influenza virus's 
life-cycle. This enzyme, known as neur- 
aminidase, is designed to sever the chemi- 
cal bonds which hold newly generated vi- 


good swabbing down 


rus particles to the surface of the cell that 
has just been tricked into making them. (Vi- 
ruses reproduce by hijacking a cell's bio- 
chemical apparatus to synthesise the pro- 
teins and nucleic acids needed to create 
new viruses.) 

These chemical bonds are between 
molecules of a substance called haemag- 
glutin, which forms part of the virus, and 
those of a second chemical, called sialic 
acid, which is a common component of 
cells’ outer membranes. ZymeTx's key in- 
vention is a molecule that mimics sialic 
acid in such a way that it reacts with the 
neuraminidase produced by influenza vi- 
ruses, but not with neuraminidase from 
other sources, whether they be bacteria or 
non-influenza viruses such as mumps. 

In a ZstatFlu test kit, the sialic-acid 
mimics each have a molecule of blue dye 
attached to them. This does not disturb 
their reaction with neuraminidase, but it 
does allow a large enough accumulation of 
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them to be visible. 

To find out if a patient has influenza, a 
sample is wiped from his throat with a 
swab and added to the kit. If there are any 
‘flu viruses present, the neuraminidase they 
generate will react with the molecular 
mimics, cutting them loose from the top of 
the kit and allowing them to sink to the bot- 
tom. In the course of an hour or so, if the 
sample is positive, enough blue molecules 
will accumulate there for their collective 
colour to be visible through a lens that the 
manufacturers have thoughtfully included 
along with the rest of the kit. 


Getting the blues 


Though first in the field of do-it-yourself in- 
fluenza diagnosis, ZymeTx has several com- 
petitors hot on its heels. The closest is prob- 
ably a collaboration between BioStar, in 
Boulder, Colorado and Biota, of Melbour- 
ne, Australia. 

Strictly speaking, BioStar and Biota do 
not have a test. Rather, they have two possi- 
ble tests which they are trying to decide be- 
tween. But both work in similar ways. 

Each starts with a wafer of silicon on to 
which are bound some molecules that like 
to stick to “flu viruses. In one case these mol- 
ecules are sialic-acid mimics. In the other 
they are antibodies to influenza. When a 
sample is washed over the surface, any ‘flu 
viruses present will stick to it. After the sam- 
ple, another solution, containing either si- 
alic-acid mimic or antibodies, as appropri- 
ate, is applied. This, in turn, will stick to the 
layer of viruses—assuming there is one. 

BioStar and Biota eschew blue dye. In- 
stead, the molecules in the second solution 
have an enzyme attached to them. When a 
third solution, containing tetra-methyl 
benzadine (rms) is applied to the wafer, 
this enzyme precipitates the TMB. The re- 
sult of all this is a thick molecular sandwich 
on the wafer. The sandwich appears bluish- 
purple—not because there is any dye in it, 
but for the same reason that oil on a puddle 
produces pretty colours. Light being re- 
flected around inside the sandwich results 
in coloured interference patterns. 

The advantage of this complicated pro- 
cedure is that it takes less than 15 minutes to 
generate a conclusive result. And Biota also 
hopes to develop the sialic-acid mimic into 
an anti-flu drug. The new drug has already 
completed a series of clinical trials in the 
southern hemisphere (where the influenza 
season, being a winter phenomenon, hap- 
pens during the northern summer). Trials 
in the north are now in full swing. 

Not to be outdone, ZymeTx has a drug 
in the works as well. Researchers at the com- 
pany claim they are taking an entirely dif- 
ferent approach from Biota's. They are, 
however, keeping their secret close to their 
chests—rather like the virus they are trying 
to get rid of. 
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Back-side inspection 


VERY few years, the semiconductor in- 

dustry takes a deep breath and stuffs 
four times as many components on to sili- 
con chips as before. And the more compo- 
nents there are, the more connections there 
need to be between them. As a result, to- 
day's microprocessors may have three or 
four layers of metal wiring snaking across 
their surfaces. 

But these wires, though necessary for 
the chip to work, often serve to shield its in- 





Little flashers 


nards from the prying eyes of engineers 
when it goes wrong. And if a malfunction- 
ing chip cannot be diagnosed, the faulty 
manufacturing process that created it can- 
not be corrected. 

In an attempt to solve this problem, Jef- 
frey Kash and James Tsang at IBM's Watson 
Research Centre in Yorktown Heights, New 
York, have developed a technique that can 
be used to examine how well particular 
logic gates (the individual elements that do 
the arithmetic in a computer) are actually 
working. They do this by looking for tiny 
flashes of light that the gates give off as they 
open and shut. 

And they really are tiny flashes. The cur- 
rent that flows through a gate does so for 
only a few picoseconds (trillionths of a sec- 
ond). But during that time, by a process that 
is still not fully understood, a little of that 
little amount of electrical energy is con- 
verted into infra-red light and, since silicon 
is transparent to this part of the spectrum, 
some of that light escapes out of the back of 
the chip where there is no wiring. 

The simplest way to detect this light is 
with a long-exposure camera. For, while the 
individual flashes are short, they are also 
frequent. A few minutes’ exposure may pick 
up several trillion of them from each active 


gate. In the resulting image, bright spots 


show where a lot of switching has taken 


place, and dark spots indicate where the 


circuits have been stable throughout. 

This technique can show gross flaws. 
For instance, a chip that is turned on but 
has no data flowing through it has no rea- 
son to switch and so should appear com- 


pletely dark. Bright spots in its photograph - 


indicate unwanted current flowing, and 
also show the viewer exactly which gates are 
malfunctioning. 

Flushed with this early 


are working on a more radical 
way of exploiting the switch- 
ing luminescence. Their new 
technique, called picosecond 
imaging circuit analysis 
(PICA), involves capturing in- 
dividual pulses of light using 
an ultrafast detector, so that 
the switching of particular 


then replayed (in slow mo- 
tion) for analysis. 

PICA still has a few practi- 
cal difficulties to overcome. In 
order for it to work, a chip has 
to be removed from the “heat 
sink” that prevents it from get- 
ting too warm while it is op- 
erating, and the back of the 
wafer from which it is made must be 
planed quite thin to let as much light as 
possible escape. Together, these changes 
may prevent a chip from being operated at 
high speed, or make it overheat and be- 
come unreliable. pica has, however, al- 
ready proved its worth by tracking down 
problems of “clock skew”, where informa- 
tion arrives at a gate at slightly the wrong 
time. Clock skew is caused by faulty wiring 
designs. The wires connecting gates to the 
chip’s clock must be the same length for 
components that have to operate in syn- 
chrony. If they aren't, arithmetical errors 
will soon creep in. The asychronicity of the 
flashes from different gates is easily visible 
tO PICA. 

And pica has a surprising plus. The 
light emissions it detects are caused by elec- 
trical fields within transistors that com- 
pose a gate, and these fields actually in- 
crease as the transistors producing them get 
smaller. pica has already been successfully 
tested on transistors 125 nanometres (bil- 
lionths of a metre) across (those on current 
commercial chips are 250 nanometres 
wide), and should prove even more useful 
for examining the generation after that. A 
clear case of less being more. 
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Bloody Ireland 


Asettlement may 
line, much ha 


S THE Northern Ireland peace process 
lurches forward, combining short pe- 
riods of intensive activity with long periods 
of stagnation, it is more important than 
ever to identify the origins, motives and 
characters of the key actors. 

Thomas Hennessey’ “History of 
Northern Ireland” is a good place to start. 
He is one of a younger generation of schol- 
ars who approach the history with both ad- 
vantages and disadvantages. Like most of 
them he keeps an open mind, moving 
sympathetically through both the Nation- 
alist and Unionist histories. But his history 
is, inevitably, overshadowed by the trou- 
bles of the past three decades, and this 
makes it a study of the gathering storm 
rather than a rounded account of the prov- 
ince. He pays little attention to social and 
economic issues, except insofar as they 
throw light on his theme. 

However, Mr Hennessey more than 
makes up for these limitations with a 
closely argued account of the way 
in which the two communities in 
Northern Ireland failed to take the 
best advantage of the hopeful civil- 
rights movement of the 1960s. He 
offers not only shrewd analy- 
sis but also copious extracts 
from key documents, and 
some interesting statistics: 
for example, between 1968 
and 1994 the proportion of 
Protestants describing them- 
selves as British rose from 
39% to 71%. Catholics in 
Northern Ireland mostly de- 
scribe themselves as Irish, 
but more than a quarter call 
themselves "Northern Irish". 
Mr Hennessey rightly cautions 
against reading any great sig- 
nificance into this. But a strong 
regional identity cannot be set 
aside, especially by those who 
seek to create a single, simple, 
united Irish nation. 

Peter Taylor's book of his tele- 
vision series on the provisional 
IRA and Sinn Fein commands 
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Back in 1969, when the 


come to Northern Ireland. But, as four new books under- 
and distrust have to be overcome 


respect not least because he has long since 
established his reputation as an impartial 
reporter and a merciless interviewer of Brit- 
ish and Irish politicians. He traces the rise 
of a central group amongst those whose 
whole lives are dedicated to the making ofa 
single Irish nation, by force if need be. If Re- 
publicans are firm believers in conspiracy 
theory, blaming the British for all the 
wrong inflicted on the ancient Irish nation, 
Mr Taylor comes down on the side of the 
cock-up theory of history. Time and again 
he shows that confusion rather than pur- 
pose marked British government policy in 
Ireland, from the breakdown in relations 
between the army and the Catho- 
lics after 1969 to the disastrous hun- 
ger strikes of 1981. Indeed, one of the 
most significant parts of his book is 
his discussion of “Bloody Sunday” 
in January 1972 when 13 civilians 
were shot dead by British soldiers. 
Mr Taylor has reconstructed what 
must surely be as close to a definitive 
account of this vital episode as possi- 
ble, even to the extent of tracking 
down and interviewing the officer 
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PROVOS: THE IRA AND SINN FEIN, By Peter 
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commanding the paras, who paid for that 
day with a series of dull desk jobs. His con- 
clusion is that the officer was poorly briefed 
by his superiors, that the soldiers had un- 
clear rules about using their weapons and 
that, whilessome marchers may have had 
guns, the army was not under real threat 
and overreacted. This analysis should be ex- 
tracted from the book and published as a 
short pamphlet for the benefit not only of 
Republicans, but of all those soldiers called 
to aid the civil power. 

When it comes to interviewing Provos, 
Mr Taylor presses them on the question 
that absorbs all observers of the movement: 
do they feel any remorse for their terrible 
acts? The answer is nearly always no. Some- 
one is always to blame for the worst atroc- 
ities, usually the security forces for not 
clearing an area quickly enough. The end- 
less capacity not only to justify their ac- 
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. tions, but to claim the moral high ground 
(as they see it) hardly bodes well for peace: 
moralisers do not accept half measures. Mr 
Taylor, however, makes the :elling point 
that the Republican movement split origi- 
nally over recognising the legitimacy of the 
Dail and the southern Irish state, and the 
question now is whether anether dose of 
realism can be added to their thinking, at 
the price of another, more dangerous split. 
His book ends with a warning that none of 
the IRA believes that the war is over. But he 
also shows that the movement's main po- 
litical figure, Gerry Adams, wants to lead it 
out of the spiral of violence that he believes 
is counter-productive (but not immoral). 

The Adams biography by Messrs 
Sharrock and Devenport repays close 
study. These two young, determined and 
professional journalists have undertaken 
the onerous task of writing about a man 
who is hated (the word is used carefully) by 
all Unionists and despised by most of the 
British media. Mr Adams apparently did 
not approve of this biography, and it is easy 
to see why. Its authors show beyond reason- 
able doubt that Mr Adams was a member 
of the IRA. They recall his chilling words 
about the need to wade through as much 
blood as necessary to get a united Ireland, 
and they record his coldness in the face of 
grief that, even in the hardened context of 
Northern Ireland, still astonishes. They 
question the apparent IRA double stan- 
dard by which acts of violence are wrong 
only if inflicted on Irish natienalists, espe- 
cially Republicans. 

Yet the story is not all black. The book 
traces Mr Adams's progression from un- 
flinching Republican to something else, 
though precisely what that is remains an 
enigma. Mr Adams, on this account, appre- 
ciates the limits of violence and seems to 
recognise that it has probably gained its 
maximum political return. The best mo- 
ments for the modern Adams are those 
when Unionists say no, or when commu- 
nity relations are under severe stress, stress 
carefully fomented by Sinn Fein. But these 
happy times only lock Mr Adams into a 
more difficult predicament, for while they 
compensate in some degree for his more 
moderate stance, they also raise nationalist 
feeling to a dangerous level, and render it 
harder to work out a settlement. 

It is not clear where Mr &dams' think- 
ing is taking him anyway. In their careful 
conclusion, Messrs Sharrock and 
Devenport show that he easily falls back 
upon Republican clichés: that the Ulster 
Protestants are Irish and, wrthout official 
British support, will acknowledge their true 
identity and submit to nationalist will. 
This sits uneasily beside the basics so far 
outlined of a settlement plan favoured by 
London and Dublin, and it will take all Mr 
Adams's skills if he is to manoeuvre and 
massage Republicans into accepting much 
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less than their full demands. On his side 
will be the fact that, as one of his followers 
puts it, “He may be a shit, but he is our shit.” 
It is this description that makes Mr Adams 
an essential part of the peace process. 

When he spoke unfeelingly about mur- 
der, he was obliged to admit that one par- 
ticular atrocity, the Enniskillen Remem- 
brance Sunday bombing of 1987, was a step 
too far. But even here he qualified his re- 
mark that it was “wrong” with the state- 
ment, two weeks later, that he defended the 
right of the 1RA to engage in the armed 
struggle, fighting for “freedom”. 

Denzil McDaniel’s account of the mas- 
sacre needs to be read, if only because it 
confirms an important point in the 
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Devenport-Sharrock biography: for many 


people it is a serious shock to see Mr Adams 
feted as a peacemaker. When conciliatory 
British comment focused on Gordon Wil- 
son’s declaration that he forgave his daugh- 
ter's murderers, others whose relatives were 
killed or maimed in Enniskillen dissoci- 
ated themselves from his words. Though 
Mr McDaniel shows that a small town like 
Enniskillen can overcome its trauma, he 
rightly warns that the potential for another 
Enniskillen has not disappeared. Against 
that has to be weighed Sinn Fein’s dis- 
avowal of the utility of such violence. Prag- 
matism, in its Republican version, may yet 
prevail. But, as Messrs Sharrock and 
Devenport conclude, it is a high wire act. 





Asian nation-building 


How old does a history have to be? 


SINGAPORE 


After years of putting the past behind it, Singapore is discovering and, where 


necessary, creating a national history 


N ORDERLY, prosperous Singapore 
barely half a century ago food was short 
and there were murderous religious riots in 
which 18 people died. The very idea of Sin- 
gapore as a country hardly existed. Youth- 
ful activists against British colonial rule 
such as Lee Kuan Yew dreamed of indepen- 
dence as part of a union with what was 
then Malaya. To the chagrin of Singapore's 
present leaders, it seems that few young 
Singaporeans know any of this. That, hope 
their elders, is about to change. 
Like many older people around the 
world, Singapore’s feel the young have had 





Raffles was the wrong sort of founding father 


it easy, and take their present good fortune 
for granted. To the leaders of Singapore its 
success can seem fragile, as if they were 
afraid that their gleaming city state might 
one day somehow vanish, swallowed up in 
some regional cataclysm or outbreak of de- 
structive madness among their larger 
neighbours. In the dark words of Mr Lee, 
prime minister from 1959 until 1990 and 
now "senior minister", "the disaster if it 
comes, must be total, irreparable and final. 
There is no second chance for us." 

Building a sense of history is felt to be 
one line of defence. The need for it was 
demonstrated by a testy diplomatic 
row in 1996, when Malaysia took of- 
fence at remarks by Singaporean 
leaders about the impossibility of a 
renewed merger of the two countries 
until Malaysia followed “merit- 
ocratic" policies. 

Many young  Singaporeans 
turned out to have no clue what this 
was about; nor did they realise that 
their elders were re-opening a 30- 
year-old squabble. In a newspaper 
survey, only six out of 50 young re- 
spondents knew that Singapore had 
been part of Malaysia for two years. 
Only nine knew why Singapore had 
left the federation. 

A national-education initiative 
aims to use schools to put this right. 
In 1996 only 607 students were 
studying history in their pre-univer- 
sity year. Also, historic sites are being 
identifed and marked with 
plaques; the national archives, 
which include a long-running oral 
history project, are being dissemi- 
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nated on the Internet; and Singapore's mu- 
seums are committing themselves to “na- 
tion-building". 

At the Singapore History Museum, an 
exhibition called *From Colony to Nation" 
opens with a long video about Maria Her- 
togh, a Dutch girl whose parents were in- 
terned by the Japanese during the war. She 
was raised by a Muslim couple who later 
resisted her return to her natural parents. A 
court ruling in the Dutch couple's favour 
sparked the bloody riots in 1950. 

The history lesson continues: through 
self-government in 1959, merger in 1963 
with Malaysia (“as inevitable as the rising 
and setting of the sun” according to Mr Lee 
at the time), race riots as Muslims fought 
Chinese the following year, departure from 
the federation in 1965 (illustrated by an 
endlessly repeated television interview of 
Mr Lee breaking down in tears), and then 
the years of plenty that have followed. 

The chairman of the National Heritage 
Board, which is responsible for the mu- 
seum, is Lim Siam Kim, who is also the 
prime ministers press secretary. He says 
that “Singapore is a very small place and 
very vulnerable, and we have to be sensitive 
to what's happened.” “From Colony to Na- 
tion” conveys that message with flair. 

What is strange is that Singaporeans 
should, apparently, be so ignorant of their 
recent history. Yet few know much about 
the Maria Hertogh affair, or have heard of 
the subject of another exhibit: Elizabeth 
Choy, a national heroine who was impris- 
oned and tortured during the Japanese 
occupation. Why should a period many 
Singaporeans lived through themselves 
need to be rediscovered? 

There is a parallel with the city itself. 
Few places have transformed themselves so 
fast into modern conurbations. Slums have 
been razed, and replaced by countless 
apartment blocks and soaring skyscrapers. 
Until the mid-1980s it seemed that the old 
Singapore might be more or less totally re- 
placed. Then the bulldozers stopped their 
passage through the run-down areas of Chi- 
natown. Instead of being flattened the old 
shop-houses were renovated and turned 
into bijou modern homes. Old colonial rel- 
ics such as Raffles Hotel or schools such as 
St Joseph's Institution (now the Art Mu- 
seum) were restored and prettified. Partly 
all this was in the interests of the tourist in- 
dustry: not every visitor to Singapore 
wanted to spend all his time in a shopping 
mall. Also, it was nicer for the people who 
live there. 

Similarly, there is now a recognition 
that history is best not paved over: that it is 
part of a sense of patriotism and national 
identity—qualities the government cer- 
tainly does want to inculcate. Previously it 
was seen as a dangerous subject. The fear of 
ethnic tension between the majority Chi- 
nese population and the Malay, Indian 
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and other minorities has led to an empha- 
sis on what the races have in common 
rather than what makes them distinct. And 
history is a dividing factor. 

The visitor to “From Colony to Nation” 
is greeted by the words: “Before 1950 Singa- 
pore was very much a migrant society. The 
different races lived together but did not 
share a common identity. Their loyalties 
were tied to their homelands. The Chinese 
looked to China, the Indians to India, 
while the Malays had a Pan-Malayan out- 
look.” In a sign of confidence that this is no 
longer so, Singapore last year opened an 
“Asian Civilisations Museum”, which will 
allow the different races to explore and cel- 
ebrate their own cultural heritages. The first 
wing, inevitably, houses a permanent exhi- 
bition on China, and temporary displays of 
other cultures (Islamic calligraphy at the 
moment). There will be a second wing for 
South, South-East and West Asian 
communities. 

Singaporeans are used to their govern- 
ment taking a paternal interest in what 
they do and think, and to its perennial 
campaigns telling them how to behave. 
Many are used to ignoring them, and the 
young, às in so many countries, are more 
open to influences from the present else- 
where—especially America—than from the 
local past. Some are frankly bewildered at 
being told they need to acquire a history be- 
fore it is too late. 





The architecture of mosques 


Ignore the past 


ANKARA 


AS a Turkish architect why his country- 


men have spent the past 40 years 
building such terrible mosques, and he 
may well put the blame on the great Mimar 
Sinan. This is surprising. The best of Sinan's 
16th-century mosques, baths and tombs are 
sublime expressions of an empire revelling 
in the kind of temporal and spiritual im- 
portance that inspires great art. As court ar- 
chitect to three expansionist Ottoman sul- 
tans—among them Suleyman the Magni- 
ficent, the most illustrious of the lot—Sinan 
crafted a cityscape that still astonishes visi- 
tors to Istanbul. 

Sinan’s best-known buildings, the im- 
perial mosques along the Golden Horn 
and the glorious structure overlooking the 
Thracian city of Edirne (see picture), owe 
their splendour both to the architect's gift 
for creating huge, unifying spaces—by inte- 
grating body and dome in ways European 
church-builders had not dreamed of—and 
to the decorative arts then flourishing in Iz- 
nik, home of the empire’s best tile makers. 
These structures exert a strong pull over 
modern Turks. When, in the 1950s, republi- 





Look on Sinan’s marvels, and forget 


can Turkey’s secular-minded establish- 
ment relaxed its hostility to mosque-build- 
ing, a generation of architects looked to 
Sinan and to Iznik for inspiration. 

You can hardly begrudge Turks, once 
they have moved into one of the apartment 
blocks gradually cluttering Anatolia’s spare 
beauty, for demanding mosques to lift the 
spirit. The trouble is, the results almost 
never match their expectations. The Turks 
are now building 1,500 mosques a year. The 
overwhelming majority look something 
like the Tepebasi Merkez Mosque (1994) on 
the outskirts of Ankara. One doleful glance 
tells the visitor how the Tepebasi's architect 
has corrupted the techniques which in- 
spired its already derivative design. It is 
easy to picture local worthies, with a Sinan 
mosque in mind, saying "Give us a minia- 
ture of that." 

For all Tepebasi’s dome-and-minaret 
orthodoxy, the practical merits of rein- 
forced concrete over masonry mean they 
got barely a pastiche. Apart from giving the 
mosque a gritty complexion, Tepebasi's 
concrete has freed the architect from the en- 
gineering challenges which architects in 
stcne had to grapple with, reducing Sinan's 
structural brilliance to mere ornament. Un- 
like the clusters of mini-domes Sinan used 
to diffuse the weight of a heavy dome, 
Te»ebasi's six domelets are there for deco- 
ration, though their rain-resistant, zinc- 
plate coating ruins even that task. 

Enter the mosque (through a portico in- 
appropriately arabised by ogee arches) and 
it becomes apparent that three ofthe six are 
false. And Tepebasi's muezzin could not de- 
livera call to prayer from the top ofhis min- 
aret even if he wanted to: the minaret—like 
so much else in the mosque—is a fake. 

A splendid word for mosques like 
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< Tepebasi is small, and the poverty of its de- 
—. sign can be explained by the poverty of its 
^. benefactors. Kocatepe, on the other hand, 
«Was a costly, state-planned project. It holds 
_. 16,000 people and is used for state funerals. 
<< Architecturally it is a ragbas of features 
~ popularised bySinan. - 

Kocatepe’s bulk and familiar silhouette 

no doubt reassure traditional worshippers. 


-Yet it could have looked more interesting. 


-= An initial competition for the mosque was 


S. “won by two other architects, Vedat Valokay 































and Necat Tekelioglu. Their eiegant design 
i carried the EN of ofa shell. dome. directly 
je gro pendentives. 
» this: went 


adie corapetitini® results. an- 
iulled. When the Valokay and Tekelioglu’s 
‘mosque. finally went up, it was in 
‘Islamabad. . 
i According to Aptullah Kuran, Sinan’s 
_ biographer, architects would be better off 
forgetting the master altogether. This is 
what Behruz and Can Cinici cid when they 
: commissioned to build a mosque for 
Ikara's parliament building (1990). Re- 
cting Sinan's boxand-dome formula, 
their mosque and its adjoining library—the 
former roofed by a shallow, stepped pyra- 
" mid—has been built almost without refer- 
ence to the classical Magn ‘wpe. The inte- 
rior—backed by a glass gibla wall which 
‘looks on toa sunken gardens equally un- 
familiar to Kocatepe devotees. The mosque 
s suffused by light entering from clerestory 
windows cut into the steps of the pyramid, 
and the traditional nuhrab—an orna- 
mented niche indicating Mecca’s orienta- 
 tion—has sprouted into a full-length, trans- 





stained glass. | 
"o^ The parliamentary mosque is wi ithout a 
-< doubt the most innovative religious design. 
^in Turkey's republican era. But it was com- 


missioned largely because secular-minded | 
it the sort of 





politicians were afraid tha: 

mosque that would appeal to traditional- 
vv ists would not fit with the existing national 
-> parliament building—a proad symbol of 
ce. modernism. 















"jam. Traditionalists advocate the addition 
of a minaret and secularists counter by ar- 
- guing that the Cinicis have allowed for that 
with a tall cypress, planted where the 
mosque and library meet. The conserva- 


.. chitects have reduced to a low platform the 
^ traditional divisions between- prayer 
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“parent kiosk, animated by modernist 


Arguments about the architectu reofthe © 
- parliament's mosque have mevitably got 
tangled up with issues of secularism and Is-. 


. tives are upset by other features, too. The ar- 


ad women. What is more, a: 
Or taking off one's shoes—a. standard require- 
ment in mosques—is not encouraged. 


. TheCinicis mosque may be in keeping 
with Ankara's early republican architec- 


. ture, but is it in keeping with the spirit of 
the age? Sadly, it seems not. Few religious 
Turks remember that village faithful have 

been called to prayer from flat roofs for cen- 


turies: they want what they take for tradi- 


tional forms. No architect suffered more 


from this stifling orthodoxy than Vedat 
Valokay. Before his death in 1991, Valokay 


had become Turkeys most admired 


mosque-maker, and his challenging re- 
interpretation of old forms were known in 
Pakistan, Saudi Arabia and the Gulf states. 
It is a source of shame that none of his 
mosque designs found a home in Turkey. 





Steeltown sound 


The Tuller "— 


SHEFFIELD 


LIKE. Rome, Sheffield is built on seven 


Ao hills: There the similarity ends. Jobs in. 
. the Yorkshire citys mainstay, steel, have 


disappeared and Sheffield is littered not 
with ancient ruins but rusting factories. 
Hence the faith in cultural production as a 
substitute for heavy industry. 

Millions have seen "The Full Monty", a 
film about redundant Sheffield steelwork- 
ers stripping for a living. But few people 
outside the city have heard of its Cultural 
Industries Quarter (CIQ). a now-thriving 
community of film makers, design compa- 
nies, artists, photographers and musicians. 

The cio, which originated in the mid- 
1980s, is due to open its biggest potential 
attraction, the National Centre for Popular 
Music, later this year. Rising from the rub- 


ble of a former car park, the centre is de- | 
signed to be an interactive celebration of 
7 popular music fora hoped-for 400,000 vis- 


itors each year. 


Unlike the Rock'n 'Roll Hall ofFamein | | 


Glévelánd Ohio, the centre will not be a 
repository of musical memorabilia. Its 
chief executive, Stuart Rogers, bridles at the 
word museum and says: "Our aim is that, 
having visited the centre, people will either 
want to make music themselves, : or £o and 


explore new forms of music they didn’t 
know about." As the centre plans to encom- 


pass all musical forms, from opera to hip- 
hop, this presumably means that visitors 


_willhave an opportunity to develop an aria 


and torefinearaptrack. — 
Whatever happens, the centre will 
tienes the city’s skyline. Its four buildings, 


"designed by Branson Coates Architecture, 
resemble drums when seen from ground 
level but from the air they look like dials on 
-asound-mixing desk. Each drum will have 


^ “media ‘attists” will have a- 


show how pop singers and musicians have T 
treated everything from love and loss to - 
war and peace, charting the story of popu- 
lar music. In another drum visitors will be | 
able to create sounds from instruments 


and digital tapes, as well as participate in a 


simulated live performance. They will even 
havea chance to design an album sleeve for 
a band's forthcoming release or to plug a 
favourite record in playing the role of a 
disc-jockey. 

The fourth drum is for “sound scapes”. 
Recorded music and lectures in an all- 
seater auditorium, with music coming 
down from the ceilings and up through the 
floors, will be the listening equivalent toa 
surround-screen cinema. The final unit is- 
to be for visiting shows (including exhi-.. 
bitions from Cleveland) and for a variety of 
events from fan-club conventions to music- . 


| industry conferences. 


Although only part of the £15m gasm)it it 


_ is costing to develop is coming from “part- _ 


nerships" with record companies—£1im is . 
coming from the National Lottery—the cen- 
tre is also to promote interaction between - 
the musicindustrys commissioners and. 
talented new musicians. In all the excite- 
ment, Sheffield's industrial heritage is not 
being forgotten. The drums of the National 
Centre for Popular Music are being con- 
structed from stainless steel by workers 
who have kept their clothes on. 





Caricature competition 

We had piles of popes, Blairs, 
Mandelas and Clintons as entries in | 
our Christmas caricature prize. But |. 
Saddam Hussein is a cartoonist's de=. 
light, if no one elses. The winner, | 
Henry Lindsay, a design student from 
| Somerset, combined draughtsman- j 
| ship anda sharp editorial point. 
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any paths, one destination: 
. creating shareholder value. 





Corporate Financial Strategy in Global Markets 
28 April —8 May 1998 * 27 April =f May 1999 


Creating shareholder value is no longer an option. Repurchase and Leveraged Recapitalisation: 
It is a necessity in an environment where products * Executive Compensation: aligning managerial 
and markets are increasingly competitive and where 


and shareholder interests through appropriate 
shareholders are more vocal and demanding. 


corporate governance and incentive schemes; 
Led by Professor Theo Vermaelen, Corporate * Shareholder Communication: appropriate 
Financial Strategy in Global Markets takes you 
through an investigation of how strategic financial 
decisions can increase shareholder value: 


* Improvement of Internal Operations: valuing your Corporate Financial Strategy in Global 


signalling mechanisms to correct mispriced 
shares. 


business and influencing the value drivers; Markets brings together small groups of highly 
* Asset Restructuring: Mergers and Acquisitions, qualified financial professionals who share the 

Divestitures, Equity Carve-Outs, Spin-Offs; conviction that focussing on shareholder value is 
* Financial Restructuring: Leveraged Buyouts, Share necessary to compete in the global market place. 








“The programme bas taught me a lot about the main 
principles of corporate finance and bow various finan- 
cing vebicles can be best evaluated to suit company 
needs. It was meaningful, interesting and refreshing. " 
Financial Manager, ICI Belgium 


INSEAD 


Enrichment Through Diversity 
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For an application form and programme brochure call Janet Burdillat on 33 (€) 1 60 72 42 90 
E-mail execed@insead fr or fax the coupon to 33 (0) 1 60 74 55 13. Internet htt» : //www. inscad.fr 
J / would like to reserve a place on tbe Corporate Financial Strategy in Global Markets Programme 
Please send me a brochure on: 4 Corporate Financial Strategy in Global Markets 4 1998 INSEAD Executive Education Programmes 
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Mona Karff 


MERCHANT travelling in 

the Middle East in AD802 
is said to have bought a slave girl 
who could play chess. He found 
this so remarkable that he wrote 
to a friend about her: not so 
much that she was à slave, but 
that she was female. 

This may be no more than a 
legend in theannals ofchess, but 
it has a feeling of truth about it. A 
woman, with the brains to play 
the most intellectual of games? 
That was something to amaze a 
male chess enthusiast, and to 
pass on. More than 1,000 years 
later men were still baffled that a 
woman had the temerity to 
move a pawn to king-four. 
Bobby Fischer, the world chess 
champion in 1972-75 and 1992, 
once said that women should 
not play chess. They were “weak 
and stupid compared to men". 

It was against this back- 
ground that Mona Karff became 
acknowledged as a great chess 
player. She won America’s wom- 
en's chess championship seven 
times, most recently in 1974, 
and was accorded the rank of 
"international woman master". 
Almost certainly she would have 
become a grandmaster had she 
pursued her career later when 
women were at last admitted to 
play in tournaments against 
men. There are now six female 
grandmasters. Mrs Karff helped 
to show the way. 

She made little, if any. money out of the game. Prizes were 
small, and even now a top prize in a women's tournament is no 
more than $4,000, hardly enough to tempt a player to try to 
make chess her living. Mrs Karff, though, lived well. She never 
disclosed the details of her fortune, but friends said she invested 
with great success on the stockmarket, displaying the same qual- 
ities in her financial affairs that she used with great effect on the 
chessboard: patience, unshakeable nerve and an instinct for a 
promising opportunity. 


Opening game 

She was born Mona May Ratner in Bessarabia, a province of 
Tsarist Russia, part of which is now in Ukraine. She recalled 
learning chess from her father when she was nine, and soon 
beating him. Father seems to have been fairly well off and, after 
the communist revolution of 1917, took his family, together with 
their chessboard and what he could muster of his fortune, to 
Palestine. While her father became involved in the Zionist poli- 
tics that gave birth to Israel, Mona bent her mind to her opening 
game. In 1937 she was in the Palestine team at the women's 
world championships. In 1939, after moving to Boston, where 
she was briefly married toa lawyer, Abe Karff, she played for the 
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Mona May Karff, queen of the chessboard, 
died on January 10th, aged 86 


United States. On the way she 
picked up half a dozen lan- 
guages and a taste for modern 
art, on which she spent much of 
her fortune. 

She played chess almost ev- 
ery day of her life. A favourite 
haunt was the Marshall Chess 
Club in New York, named after 
Frank Marshall, an American 
chess pioneer, and described by 
an addict as a "relaxed place, 
giving offa slightly stale smell, a 
mixture of pipe tobacco and the 
sweat of unwashed men." Mrs 
Karff protected herself with lots 
of perfume. Her friends recalled 
that one of her regular partners 
at the club was Edward Lasker 
(1886-1981), a grandmaster who 
had himself played with Jose 
Capablanca, world champion 
in 1921-27, and one of the great- 
est of all masters. Mrs Karff be- 
lieved that her feeling for chess 
owed much to tradition. "I was 
born with chess in my blood,” 
she told a friend. 

Many in Ukraine could say 
that. It is one of three countries 
with almost as many women 
chess-players as men. The others 
are China and Hungary. Susan 
Polgar, aged 28, one of the six fe- 
male grandmasters and the 
women's world champion, was 
born in Budapest, but now lives 
in New York. Like Mrs Karff, she 
was an infant prodigy. She re- 
calls playing against men when she was six and beating them. 
She once beat Bobby Fischer, albeit in a friendly game. Unlike 
Mrs Karff, she is building her career at a time when women’s 
prowess is acknowledged in activities once considered exclu- 
sively male. All the same, there does seem to be, to use the mod- 
ish phrase, a glass ceiling for women. Six grandmasters is better 
than none, but there are about 450 male grandmasters. The 
greatest chess event of recent times, the matching ofa computer 
against a human player in 1996, had a male star, the Russian 
Garry Kasparov. Although Mr Kasparov lost, he walked away 
with $400,000, which must have lightened his heavy heart. No 
one seemed to think that a woman might have done better. 

It may be great to be a woman and play chess in Hungary, or 
even China, but American women have yet to get the bug. Only 
7% of its chess-players are women. In “Chess”, a musical that had 
a run on Broadway, Florence, the sweetheart of the chess-mad 
hero, sings mournfully: 

How many women—articulate women 

With something to shout about— 

Spend their time 

Playing a game in which silence is golden 

And speaking a crime? 

It wasn’t a song much favoured in the Marshall Chess Club. 
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os < Causes of Environmental Degradation 
ics - Environmental Accounting 
- Global Environment Problems 
- Environment and mad 
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; | t: $9, 500 includes tuition, T course materials, 
m ter: aK (ces . Travel, meals, incidental expenses are additional. 


i sions highly competitive, Application deadline: March 27th 


rochure or further information, contact: — . 

= Dr. Theodore Panayotou, EEPA Workshop 
Harvard Institute for International Development 
One Eliot Street, Cambridge, MA 02138 U.S.A. 
Phone: 617-495-5999 Fax: 617-496-3956 
Email: eepa@hiid.harvard.edu 


Visir, our website at: http://www. ntti harvard. edu/training 


GLOBALISATION, POLITICAL ECONOMY 
AND INTERNATIONAL STUDIES 


DO We MA in International Political Economy 
WARWI C K and MA in. International Studies 


A superb opportunity for a broader understanding of the changing global 
conomy and international order, 


he University of Warwick is one of the UK's top five breaean institutions, 

nd the Department of Politics and International Studies is the site of the new 
IK Research Council funded Centre for the Study of Globalisation and 
“| Regionalisation, under the Directorship of Professor Richard Higgott. This 

+ provides a premier location for teaching and research on International 
"Political Economy and International Studies. The Department of Politics and 
international Studies has around 30 academics and its graduate programmes 
attract students and professionals from around the world. 


Our range of over 25 courses includes: | 

International Political Economy Intemational Business in the international 
Global information Economy System 

The Politics of International Trade — European Integration 

international Relations Theory international Money and Financial Markets 
| East Asian Development Models The Environment and Economic 
Democratisation and Development Development 


Teaching staff include: Dr Peter Ferdinand, Professor Wyn Grant, Professor 


Susan Strange and others. The emphasis is on small group teaching and the 
supervision of candidates by full-time members of academic staff. 


Please request a copy of our detailed brochure for more information: 


The Graduate Secretary (Ref: Econ/1) 
Email: resab@csv.warwick.ac.uk 
Telephone: *44(0)1203 523486 Fax: +44(0)1 203 524221 
Department of Politics & International Studies, 
University of Warwick, Coventry, CV4 TAL, England. 


e | Web Site: Http:llwww.warwick.ac. uk/PAIS/Ipe.htm and 
z ` Http://www.warwick.ac.uki AIS/is-htm a S 
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Because business co st 


| evolves, tomorrow's b 


set of management skills. 


Our Bus Management Progra 3 
dynamic and innovative course which | 
focuses on the areas s which are critical to x 


your career, 


This four week programme, which can be |. 
taken in two modules, has a common core ~ 
and elective options. which you càn tailor b 


to your individual requirements. 

Also, because many participants come f 
from abroad, a high level of international 
the programme. 


To find out more, call Loraine Isherwood : E 


now on n the number below. 
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For more E contact: "The i add Office; The m Institute of Manágenient Studies, 
The University of Cambridge, Trumpington Street, Cambridge, CBZ 1AG, UK. 
Tel: +44 (0) 1223 337051/2/3 Fax: +44 (0) 1223 339581 
E- mail: mba- “eriguiriea@eng cá ac.uk Internet: http://www.jims.cam.ac.uk | 


Cambridge Tem aims to ac chieve the highest quality in teaching and research 


e Rt Eee e PSP PE SA eh ih — Ó Wnt aan Weta Manan eh L—————— pail YL CHAAR RABE RATE METH 











| UNIVERSITY - 
School of Management 


THE CRANFIELD M BA 


What do you look for i in an MBA programme? Oud ud 
can be completed in 12 months? Mature students from a 





| wide cross-section of industries and professions? A teaching 
faculty that is rated. ‘excellent’: ? A school that is ranked | 
amongst Europe's best? An alumni body of 4,000 working | 
in more than 80 countries? A choice of 78 electives? A course 
that puts the emphasis: on developing you as an individual 
and a team player? If the answer is | yes then the Cranfield 
MBA i is for you. | 





If 4 you have a degree. or professional qualification and at least 

_ three years’ work. experience contact. Maureen Williams for 
more information or a- brochure: Cranfield School of | 
Management, Cranfield, Bedford, England. MKA43 OAL. 
Tel: +44 (0) 1234 751122. Fax: 44 i 1234 752439. 


Email: m. was can ac. uk 





B | pm http: x a www. vcranfield. ac. ks som 
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Harvard University The World Bank K j E L [ N ST IT UT E E 
Harvard institute for / Economic Development Q F W Q R L D E C O N [e] M I sn 
international Development institute 
Laurence Kotlikoff and i Diane Cashman and 
Sachs Robert Holzmann E Advanced Studies De 
in International Economic Policy Res 
August 1, 1998 - May 31, 1999. 


| * concentrated courses on important. areas of international SCONO 












































ip on Pen Cambridge, Mass. 


ter e training program covers reform of public 
EB pension systems, in ing alternative strategies. for their privatiza- 
] tion. It features presentations by world-renowned academics and 
i politicians, case studies, and. computer workshops. Participants will 
i develop reform. proposals for their own country. 


July 6-1 7, f 
* profound training of skill s in economic analysis, methods ore em ri 
research and economic. policy evaluation; ; 


. designed for economists holding a university degree who are inte ested 
in a career with international organisations, domestic policy n 
academic institutions, international Peas etc. 






















































| ue ng speaker: Courses: 0 turers: 
zn her speakers ee : ps i 
: The International Monetary System ; Andrew Rose (Berkele 
i Gary. Burtless, The Brookings i institution l | : id dd ( »- 
-> Philip Davis, European Monetary Institute - The Economics of Employment | Ricardo Caballero (M.I. T): 
zs ‘Peter Diamond.. ‘Massachusetts: institute of Technology International Financial. Markets E Richard Levich. (New Ye k) 
Martin Feldstein, Harvard. University . Global Banking " ingo Wal ter (New York) 
F Olivia Mitchell, The venar ton School international Trade . E . Peter Neary (Dublin) 
: fopi a sepia European Economic integration ! Damien Neven Sapara ia 
E accounting investment, Credit and edonok | Ricardo. Cabal ko (MAT) 
CR: asset Mer a and | oversight Parfonnance | 
Chile, 
$ Political Economy in Open Economies Alberto Alesina (Harvard). 






For detailed information write to: 
institute of World Economics * Advanced Studies | 
© D-24100 Kiel + Germany 


Fax: Germany +431+85853 
Internet info http://www.uni-kiel.de:8080/ifw/ — 





for applications or _ Information, contact — 6t 7-496-6243 

orkshop on the Global! Social Security Crisis - nd 617-495-0527 

dE Hérvard institute for International Development | socsec@hiid.harvard.edu 

i se Eliot Street, Cambridge. MA 02138, USA | wwwhiid harvard.edu/training 
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ATE INSTITUTE OF 
THE UNIVERSITY OF BR: ADF ORD, UK 


A NIMBAS-Bradford 
-~ MBA degree is a powerful 
| boost for your business career 


NIMBAS, as the Associate Institute of the nee sity of Bradford, 
UK, enables University graduates to earn the prestigious University | 
of Bradford MBA degree in the Netherlands or in Germany 


ONE-YEAR FULL-TIME MBA | 


i^ 
1 
i 
2 
In Utrecht, the Netherlands and Aachen, Ger many 
| 








TWO-YEAR PART-TIME MBA 
NIMBAS also offers this part-time MBA programme in 


cooperation with rhe Bundesstadt Bonn, in Bonn, and in 
cooperation with the Fachhochschule Mainz, in Mainz, Germany 






A | laus M sien | 


Financial. Economics 







TWO-YEAR EXECUTIVE MBA 


Seven intensive study sessions in the Netherlands, the UK, Germany and France 





Norwegian Schoo of Management - BI 
Graduate School —. 

PO Box 580, N-1301 Sandvika, Norway 
Phone: +47 67 57 05 00 

Fax: +47 67 57 05 41 

E-mail: audun.blokkum@bi.no 
internet:  http://www.bi.no 


NIMBAS is AMBA (London) accredited 


GRADUATE SCHGOL OF MANAGEMENT 


NIMBAS, Nicuwegracht 6, 3 









P Utrecht, The Netherlands 





45121 
Telephone: +31 (0)30 231 4323 Fax: +31 (0) 30236 7320 
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at. Riversdown | House 


English i in E [ 


NX n years af English language and cultural training | 


25 80 satisfied customers from 70 countries 
Wat you be one of the happy 1.000 for 19987 


HARD LEWIS | Riversdown House, Warnford, Hampshire $032 3LH 
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EXECUTIVE PROGRAM ON 
MACROECONOMIC POLICY AND MANAGEMENT 
June 22 - July 31, 1998 | 
Cambridge, Massachusetts, USA 
Designed for analysts and policy makers working on. macroeconomic 
issues in developing and transiticnal economies. Topics covered include: 
Exchange rate and balance of payment management - 
Fiscal policy, monetary management, and inflation 
Macroeconomic, capital market, and financial sector. interactions 
Techniques for assessing. macroeconomic performance 
Managing the transition from stabilization to economic growth 
Using computer- based model results for policy design 
/ HARV! ARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
(S ONE EL i T STREET, CAMBRIDGE, ELMA 02138, USA, ATTN: ERIN SANDS 
ug se FAX: 0617) 496-201 1. TEL: (617) 495-0779 
E-Mail: macteach@@ hiid harvard edu 
www hiid harvard.edu/traiming 


What c can nthe : 
EU-Japan Centre for industrial Cooperation offer you? 


Are you about to be transferred to Japan? 

Are you considering venturing into the Japanese market? 

Do you wish to broaden your understanding of the Japanese market? 
Do you need a better understanding of your japanese partners or 

C 'ompetitors? 

Do you need to learn mare about management prac tic es and 
technological developments in Japan? 


^ Training programmes in Japan for EU managers" 


“HRTP-Japan Industry Insight” to examine Japanese business 
structure, management and industry through lectures, field trips, 
seminars, individual company visits. (Duration: 11 weeks, twice a 
year). Next session: 12 May-24 July 1998. Final a ation date: 
end of February 


“Challenge Towards World Class Manisfockuring” to identify 
Japanese production processes and better understand “Kaizen” 
(incremental improvement}, TPM (total product maintenance) and 
TOM (total quality management. (Duration: 2 weeks, next session 
13- 24 April 1998) | ! 


| - jnfo@erossculture com | 


: [éseau 


| [angues 
| [luttes 


s Full i immersion 

* For company personnel 
* Tailored, one-to-one 

* Private room, full board 


ret +33-3-85-458700 Fax +33-3- 5.45870 


INTERNET L angue aC ultures| ec ompuserve.com | 


se Centre for the 
Study of Public Order 


University of Leicester 


MASTERS DEGREES | 


By Distance Learning 


*SECURITY MANAGEMENT 
*SECURITY & CRIME RISK 
- MANAGEMENT 
RISK, CRISIS & DISASTER 
MANAGEMENT 
**CRIMINAL JUSTICE STUDIES 


| "Each module earns 3 CPP Credits 


towards recertification 
(accredited by ASIS) 
**Recognised by The Law Society | 
For further information, please contact 
the Distance Learning 
Aüministrator, The Scarman Centre, 
The Friars, 154 Upper New Walk, 
Leicester LE] 7QA. 


Tel: 444 (0) 116 252 3946/5774. 
Fax: +44 (0) 116 252 5766/3944. 


Promoting excellence in University 
teaching and research 


Amsterdam 
Institute of Finance 


INSEAD 
Upcoming Courses 1998 


Measuring and Implementing 
Economic Value Added 
Portofolio Management 

- Fixed Income Investment - 

- Equity Investment 

- Real Estate Investment 


(Feb, 18-20) 


(May 5-8) 
(May 11 -16) 
(May 18 -19) 
Negotiation Analysis (May 25 - 26) 
Banking and Risk Management 
in Emerging Markets (june 2 - 5) 
Advanced Valuation Topics 

- Advanced Valuation 
- Valuing Commercial Banks 
- Real Options 


(lune 8-9) 
(june 10-11) 
(une 12-13) 


P : Additionally; “Meet Asia in. Japan (9- 19 kieveniber 1998). "Market & 
Product Strategy in Japan" (6-15 July 1998). "Vulcanus (I, It, HD” 
F- traineeships in Furope and VEN for students and young exec utives, 


Project Finance (june 15-19). 


Asset Securitisation (June 22-24) 


For further inform: ation, please contact the: 
EU-Japan Centre for industrial ‘Cooperation, 
52 rue Marie de Bourgogne, 1000 Brussels, Belgium. 
Tel. 432.2.282 00-40. Fax. +32.2.282 00 kid 
E-mail: office&eujapan.com - 
Homepage: http: 


Eo $ For further information and our detailed brochure please c contact EE d 
i noi Msi Katelijn Arnold, Course a. b : rae 


AIF - "ms 205, 1016 BE Amsterdam, The Nethe 


consent: de/EU_ pai - telephone: *31-20-5208555 . fax: *31-20-5208506 - e-mail: info@aif.nl 
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SLOAN FELLOW HIP 


You are a. -highly-motivated, . “guccessfiil ‘manager or 
professional in your thirties or forties with at least ten years’ 
experience, and you want a programme which will prepare 
you for the most senior and international positions n 
business and industry. VAR 

Our Sloan Fellowship Masters in Management is 
offered by only three world-ranking business. schools. You 
will acquire Mu cdd and nd in ali areas of N ner: 
















eras most beautiful bay 
ND PLEASURABLE 
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| 2 meals. — 8 levels : Beg. I to Ads. H 
DATION IN PRIV. ATE APARTMENTS 

ie starts. 2 Feb., 2 March and all year. 
rious Nice Carniv al is in- February 

4 24, France. Tel 493 ot 88 44 Fax: 493 76 92 17 































Do Life, Academie à Work Experience 


Degrees for people who want to be more effective 
: and secure in their jobs or professions. 


Earn your BACHELOR’ S, MASTER'S or DOCTORATE degree by 
"wour utilizing your life and work experience, College equivalent credits are 
: with M given for your: Job, military, company training, Industrial 

courses, seminars and business experience. 
legal degree We accept college credits no matter when taken. 




























interest Pim a RENTE qu portolio: of ME courses, 

By taking the London Business School Sloan Mastei 
you wil have the opportunity to explore the- Jat st 
management thinking with first class faculty. You will s 
























. and Our graduates: are recognized for their achievements in business and your experience with an international peer group of the very 
Jranec ust e will assist. 
transcripts ih ao oan diis seed meo vd your degree requirements highest quality, whose diversity is a key part of the Sloan 





‘As you know Send/fax detailed resume for a NO COST evaluation, 


uM i ne : : philosophy. Together you will develop your business vision, 
experience is Pacific Western University 










sharpen your leadership skills and prepare fully for drivin | 
: dd the is 1210 Auahi Street, Dept 137. Honolulu, Hl 96814-4922 Pd P prep y £ 
A ee 1-(808) 597-1909 your organisation into the next millennium. 

“degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 







Fax: {31 9) 471-6456 E-Mail: admissions Gpwu.com 
| | Mts (NRW. AL pwu- -hi.edu 







Our next Information Sessions: 
Paris - Monday 9 February a: 6.45pm Sydney - Wednesday 18 February at 6.15pm . 
Hotel Prince de Galles. 3 Avenue George V —— Sheraton on the Park, | ae i 



























| dd 
i 51 Eyzapeth Street 
| Milan-Monday 16 Februaty.at 7.00pm 181 20e Stree m. ue Ul 
| Hotel Principe di Savoia, Piarza della Frankfurt - Monday 23 February at 6.15pm 
i Repubblica Steigenberger Frankfurter Hof, Am Kalserplatz 
| Melbourne - Monday 16 February at 6.15pm — Zurich. - Tuesday 24 February até 15pm 
Le Meridien at Rialto, 495 Collins Street Baur Au Lac Hotel, Talstrasse i 





OE DODENUS 


Université Libre de Bruxelles 


e | year intensive MBA in English 
è International faculty & student body 
e Specialisation in a aa Management 
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For full details of the Sloan Prani including dates for our worldwide _ Wu 
information sessions, attach a business card, retum the coupon or contact = SE. 
the Sloan Marketing and Admissions Manager, Michelle Thomas: i Es 
London Business School, Sussex Place, Regent's Park, London NW1 4SA. "1. - 
Telephone: +44 (0)171 706 6825 Fax: 444 (0)171 723 1153 

e-mail: sloan info&lbs.ac.uk Web site: www.lbs.ac.uk 
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LaSalle University offers a variety of 
distance education programs in: 


AMITTIT ia e irr rin nmi nk i hei emerge pti PIN HA Mos ra vaa i teer mien maa Pan eri Mer ar a re A eA Bere er 






ty 






@ 


* Arts & Sciences * Business «Education 
* Engineering & Computer Science 
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Business 
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School 
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Call For More Information 


(504)626-8904 
Fax (504)624-2962 


LaSalle Education Corporation 
620 Lotus Dr.* Dept. 136* Mandeville, LA 70470-4000 
-— Visit our website! www.distance.edu 
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London Business School exists to advance learning and research in business 








Orie year international MBA at wi inrode riear Amsterdam. An initiative taken by multinatió- | Nu " d 
| ije -nró e University 


nals to train and nurture top nr anagement talent. Meet 60 motivated fellow students from 
25 countries. More information: www. nije nrode, al mba@nijenr ‘ode. nl + *81 346 200: THE NETHERLANDS BUSINESS $C HOOL 





aet ie atari nter n agen ete 


in BELGIUM 


66 HOURS PER WEEK 


N THE TARGET LANGUAGE | 
B-4900 SPA ( us L Git M) 


« ADUI LTS from 19 yeurs o i Study : rn > 4 Tel: + a 8T- 407222 
* RETIRED PEOPLE OF 53 AND ABOVE | up to 45 private and/or group lessons | | ETT Fax : 4432-87-79 11 88 
(Special conditions avallable? and pedagogical activities | Dore Internet < MOM 
“JUNIORS from 1 to IB years 4 | m : 
: e ; Dion pu | Putting into practice with our teachers : 2 pare e Je 9 $4): 119 56 
in BEL GIU M at breaks, meals and evening socio-cultural activities Fax: 
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Í (413) s. Sd Pax PD i 232 22 94 


BACHELORS- ;-MasTERs-PH D. .] Major British university offers 

‘Credit for Work experience * No classroom E International MBA | SOR ERRARE wea eee 
attendance » Accelerated degree programs | | entirely by distance learning. PALIMPSEST CONSULT and HILLAND RITCHIE 
Send Resume for fo cost evaluation. For No B ach eler or'& s deg gree i equir ed. i CONSULTANTS MN 














Washington Univers; Hy Í EU ii b | Two UK based companies with expanding workloads are seeking consultants for work in Transitional 


d PO. Box 138 > Bryn Mawr, PA 19010 
"d Fax GH 527-1008 * E-mack WASH POR. 


n aah aye ap alme rre e NATI 


$ E)? you van on Wish | Economics in the following fieids-- 

m in a presti gious and | Health, Corporate Finance, Financial Management, IT, Public Administration, SME development, 
rigorous MB. A program, | Edocation, Law, Energy Management, Human Resource Development, Housing and Urban Regeneration. 

; 3 Please Send CV's, hard copy plus Word or WordPerfect file on disc to either: 

which The Economist Intelligence | PALIMPSEST CONSULT, PO box 7983, AYR KAS SHR, UK. Fax: (44) (0) 1292 474 354, or, 

Unt has included in its report. J HILLAND oe Consultants, E Mss Business Centre, Glasgow G40 1DA, UK. Fax: (44) (0) 

| Which MBA? A Critical Guide to the 

| World's Be t Programmes. | 


stablished in A821 - 


HERIOT-WATT UNIVERSE ITY 


LES. Distributor 692 1-E Stockton Ave. 








Degree Completion i. E 
BS, MA, MBA, Ph.D | 
Send resume for no-cost evafaitión e Of fax]. 


M PE 240-6757 


8400 Uptown BANE | | 









c origi inally- E 


P Oxford Policy Management offers high quality 





| El Cerio, CA 94530 USA * Fax (510) 528-3455 : B E $ n policy and organisational services to public 
E-mail heriatwan € degree.net. i f NU | EMI sector and international clients. The company, 


7 Albuquerque. New Mexico B7 0 SA] | folltree (800) THE WATE. ex. 10 | | Si - —_—_—_—< has a number of long- and short-term 
| | i "E aM opportunities for Policy Analysts and” 
- Organisational Development Specialists: in 
agriculture and rural development. These 
include three posts in Departments of 


— "Agriculture in Southern Africa. 


FINANCIA i JOURNALIST Oxford Policy We would like to hear from individuals with 
gui The Middle East Economy Survey (MEES), a weekly newsletter based in | | Management, strong academic qualifications and proven 
| [ Nicosia; Cyprus; requires a jours alist with financial and economic training | | 9 St. Aldates Courtyard, professional records. 
- and proven writing skills in E ngiish for a career job. The applicant should 38 St, Aldates, . 
— have at least a BA in Econontics or Finance from a well regarded UK or US Oxford OXI IBN © — Please contact Jane Stanton as soon as possitis, 
“university. Computer literacy auc knowledge of a foreign language (Arabic cl: 244- 1865-207 300 enclosing cian curriculum vitae. ; 
poor French) would be a. distinct advantage. Please: mail your CV to P. O. Box |. | Fax: +44-1865-2 S0580 


4940, 1355 Nicosia, C ypres, dix dti to. ( 387): F 474988 or email i itio] 4 E-mail: |. Oxford Policy PETRO equal ON 


nees@ pidemete com. ny. tonum uer 40a d I —. admin&opml.co.uk 220 257 opportunities employ 



























success is de parting 


tional. your ticket is but a phone call 
m tailor your international job search. 
or executive earning $100K* annually 
ble to you. We are available 24 hours 
| another minute? Contact us at 
909) 866-4244 or E-mail: 





















jua 





752 27 Resume Broadcast international 
892, Big Bear Lake, California CA92315, USA. 
el; *1(909) 866 4213, Fax; 41 (909) 866 4244 
__ Email: 102224.3306 @compuserve.com 











an extensive retail network in France. 


. .. awareness and an interest in extensive travel. 


id 


opportunities. . 


Package 260,000 French francs (£26,000) p.a. 


Applications should be sent with curriculum vitae to Société Générale, quoting reference 
SEGL/INS, tour Société Générale, 92972 Paris-La Défense Cedex, France. 


http://www.socgen.com 












Ranking among the world's top 20 Banks, Société Générale has an extensive international and domestic network 
and is active in corporate banking, capital markets, equity markets and corporate finance sectors on all the major 
places. It has a highly developed international network with over 500 offices in 70 countries supported by — 


| The Inspection Generale is the internal management consultancy and high level audit division of the bank and 
reports directly to the group's Executive Board. The division undertakes a wide range of "missions" both in France 
and in its international network. These missions cover the whole range of activities of the bank. _ bie! | 
We are looking to recruit 25-30 high calibre graduates to the Inspection Generale in 1998 (ideally aged between 
22 and 27). Applicants should be highly numerate, IT literate, commercially aware, speak French and English, ~ 
be interested in all facets of the banking industry, and be ready to spend a significant part of their time in France. 
Degree disciplines may vary but preference will be given to those with business and finance, —. p. 
maths, physics, economics and language degrees. Personal attributes should include a high | | 
degree of self-motivation, a flexible and open mind, excellent interpersonal skills and cultural - 


-i In the first 2 years of your career a high degree of intensive training will be given to develop 

. your consulting and audit skills whilst working as a junior auditor before moving on to 
, managing assignments as a senior for the next 4-5 years. Having experienced a wide range of. à 
... banking activities and gained extensive knowledge of the bank's network and products you will © 
then be eligible for a wide range of management positions within the Société Générale network, 
domestic or international, according to your wishes and capabilities. tg 7 
We offer an attractive remuneration and benefits package and excellent career devel pment 








... DEPARTMENT OF ECONOMIC 
UNIVERSIDAD CATOLICA DEL NORTE, ANTOFAG 
Department of Economics is seeking a new position to meet growit 
and research on environmental end resource economics. — 
Requirements include doctoral degree. Spanish proficien 
period is considered. Academic ranking and salary 
professional experience. Initial appointment will bi 
contractual parts will evaluate a one year renewal or to 
Applicants are invited to submit their resume 
expectations until March 30th, 1998, through e-mail 
Director of Department of Economics, P.O.Box:02$ 
Fax: (56-55)247750, (56-55)248065, E-mail: fvi 


_ (For further questions use the same address). 











































































and more than 500 
offices in 70 countries, 
SOCIETE GENERALE, 
—-. international banking 



























| o. group, is active in every 
. sector of banking and. 


finance. 





| UNIVERSITY OF V WALESS SWANSE 
European Business Management School. 


Professor of Business Management and Head of School | 


The University is seeking to appoint: to the European Business: Management Schoo! a a f 
“Professor who is a scholar of international standing in any area of Business Management. The à 


person appointed may also be expected 16 act as Head of the School. Ibis. expected: that a 
second senior appointment will be. made t the School in a subject area to be determined after 
"the Chair bas been filled. 

The European Business Managemeat School hasan established research reputition ana 
offers a wide range of highly popular dindergraduate degree programmes. The successful 
applicant will provide leadership im the research: and teaching activities. Some experience, with 

MBA programmes would also be an advantage. : . 
: The salary will be in accordance with normal university practice and the appointment 


C] will commence from 1 September 1998. 


informal enquiries may be made to Professor L Mainwaring. Tel no 0172 295168 but 


um x further particulars should be obtained from the Personnel Department. University of Wales 
[o Swansea, Singleton Park, Swansea SAZ SPP, to which office applicants should forward a 


: curriculum vitae (ten copies) by Friday 17 February 1998, 


"Enisil personnel. mailbox@swan.ac. ik | 
Www. http: (we. swana ac. akaw siperscna uet index htm 


INSTI TU " IONAL INVESTOR 
Sales D xecutiv e, London 


nal investor is an Atamani fi jabeei n 


: communications company with a large conference office in 


London and is currently seeking a sales executive to sell 
fund management memberships for its conference division. 
The candidate must be a graduate, confident, with high 


= energy. level. A minimum of 30% travel required. Must be 


able. to deal with internationa; board level financial 


| executives. 


Prior experience in selling fi financial conferences, fluency in 
spoken and written English and one other European 


language required; familiarity with databases and good 


computer skilis. 
Please send full CV with current salary to: 


Conference Dept., Institutional investor, 4-5 Dean's Court, 
London, EC4V 5HX, Fax: (171) 303 1731 | 


UNIVERSITY Or NOTTINGHAM - SCHOOL OF 
MANAGEMENT & FINANCE 


~ CHAIR IN INTERNATIONAL TOURISM & TRAVEL & 


DIRECTOR Or THE CHRISTEL DEHAAN. INSTITUTE 
Or TOURISM & TRAVEL RESEARCH 


Salary negotiable 


| NOTTINGHAM | 


Founded in 1948, Nottingham is one of the leading research intensive universities comprising g the UK's Russell Group. It is 
also one of less than twenty universities internationally which make up the Universitas 21 network. The School of 
Management & Finance was ranked sixth out of almost 100 UK management schools by the Times Good University Guide in 
1997, and its further expansion and development is a key component of the. University's Strategic Plan. In 1999, the School 
will move into new premises on a purpose-built campus in w hich the University is investing some £50 million. 


The Christel DeHaan Institute will form a key element of the expanded School. The tourism & travel industry is arguably ihe 
largest in the. global economy, but as a field for academic research, it has lagged well behind other sectors such as financial 
services, healthcare, agriculture and manufacturing. 


The Position 


| The Requirements 
W Lead the establishment of the new institute, assuring 


E Academic standing, A track record in research relating 


the academic quality and relevance t to the ind S of its 
research programme. — 


WB Report to the Head of the School of Magen & 


to the tourism & travel industry of sufficient quality - 
and international recognition to set the tone for the 
Institute's international reputation in the. 


` academic world. 


Finance and contribute to the School's research, ieagning 
and administration. ! | 


Promote the Institute and its work to the industry and 
to governments worldwide, working with the leaders of 
the global industry who pompe the Institute! s 
Advisory Board. | * 


Recruit and facilitate the work of. the Institute’ T 

-academic and support staff, including academic staff 
from other. P inis or on excha nge from - 
universities overseas. : 


idi 


Management skills, including academie staff leadership, 
project management skills to set up and establish the | 
Institute, financial management and. administration - 
skills to ensure the proper control of. financial resources. 


E  Credibility with leading figures of the global. tourism & 
— "travel industry, presence and interpersonal, diplomatic 
and promotional skills. 


Applications ith full CV details should t bé: sent to: 
Michae! Brandon, Korn/Ferry International, 
252 Regent Street, London WIR SDA quo 


e Alternatively send by is on 44 (171). 312 3130 
or by e-mail to kfs-london@kornferry.com. The closing | 
te for i ara is Fnday 6th h February. 





^C [38th FL, Room / 


EXECUTIVES, JOB HUNTING IN ASIA? 

Contemplating a career search into, within or out of Asia? We can help 

you find a more rewarding position now! Take your first step towards a 
| brand new. future by contacting us for free info. 


.| Career Path A Tel. (662) 2674685 Fax. 2674688 
Message Centre: 2674686 


Charoen Krüng Rd , Email: cpasia@bkk.loxinfo.co.th 


ion: Director, - 
ind Trade of Wild Animals Program 
Fund for Animal Welfare. 


| Commercial Expl 
vp 2 r the bi 
e IFAW was founded in čo mmercial nine of sas A 
: $ Global Program focusses on the number of 


nd traded on the international market. IFAW | 


ape Cod in the United States and has an annual budget of 


MSI is working in 30 countries worldwide. to enable couples to. 
have children by choice, not chance, and to provide 
reproductive health services. The Latin America programme 
currently operates in Bolivia, Haiti, Honduras, Nicaragua and 


in both urban and rural areas. 


4 Peru with clinics, mobile units and community health promoters - 


We need a results and marketing oriented business manager 
with good programming experience to strengthen and develop. 
our regional activities; research, dévelop and sell new projects to 
funders; provide technical. support and energise existing 
programmes. You would be required to undertake some travel 
from your Central London office. | 


We seek a pertinent degree, relevant language skills & Latín | 


Director provides overall leadership and strategic 
elopment and implementation of the program. He/she manages 
ncluding: resource allocation, technical support, hiring, 
aborative programs with governments and other NGOs, 
entific research supporting species survival strategies, public 
ng. fundraising. and other programatic efforts. The Director will 
ganizational spokesperson. | 
The Phillips Oppenheim Group, 521 Fifth Avenue, 
Suite 1820, New York, NY 10175, | 


2x:212/953-1775 or E-mail: POGRP@aol.com. No phone calls please 


| < Customer tocus 


e Integrity 
| e Teamwork 
1 e Innovation 
l- Community 
` e Achievement 
| z Performance 


J Leadership 


tcomes Research Mana 


Pfizer's Outcomes Research Group has developed from its 
inception in 1992 to become a vital and well regarded 
element of the Pharmaceutical Division. With a reputation 
for high-quality work and a valued capacity for focused 
research with: real worth to the company it is seen as an 
integral part of the company's vision - to become the UK's 
premier healthcare company by 2001. 


In this exciting and unprecedented period of new growth, 
this role offers huge potential for development, both 
personal and professional. You'll be closely involved in the 
Gevelopment of the Outcomes Research segment of the 
Medical. Operating Plan, and be expected to form strong 
 link$ with the Marketing and Sales Divisions. 

Specifically, you'll plan, initiate and manage studies and 
projects, with responsibility for at least one therapeutic 
area, and develop a publication plan for the dissemination 
of results. In addition however, you will become closely 
involved in strategic issues affecting Outcomes Research 
and the company's vision, and in developing further links 
with CROs, academic units and the NHS. 


All this will require someone with stature in the field of OR. 
A post graduate qualification in health economics or an 
equivalent discipline, plus at least three years’ health 


American management/marketing experience. Knowledge of- 
reproductive healthcare an advantage but not essential. 
Preference will be gíven to non-smokers. 


For further details please telephone Pauline Donnelly by 
31.01.98 on 0171 574 7373, quoting ref MSI/57, 


View our web site at http;//www.mariestopes.org.uk | 


economics experience in the pharmaceutical industry or 
Several years’ experience of consultancy work for | 
pharmaceutical companies will have given you the depth of: - 
knowledge to expand into this role. Considerable. 


interpersonal skills will help you assist in training new - 
personnel and raising the group's profile. You must be - E 
computer literate and be able to use your initiative and — 


think laterally, finding solutions from unexpected quarters. 5 
This is a chance to develop your career in an organisation 
with a clear vision for the future. 


This position will initially be based in Sandwich 
but with a planned move to a location in the 
Greater London area. mM 

We offer an excellent remuneration package including a 
competitive salary with bonus, non-contributory pension 
scheme, private medical insurance and generous reloca- 
tion expenses. | 


Please send your complete CV to include salary 
details, quoting reference 883/E, to Jane Booth, 
Riley Consultancy, 4 Red Lion Court, Fleet St, 
London EC4A 3EN. 

Closing date: 16th February 1998. 









SCHOOL 
OF MANAGE! à AE NT 


















. management located near Paris in France, with a 


| education and research. 








- Applications 2 are ‘sollicited for full- time faculty positions 
- ataltl int disciplines: - | 





evels, in the following d 

* operations management and logistics, 

 *purhasing, = : 

© management information systems, 

'* business law, 

e strategy " 

 * human resources management " 

* corporate finance, international finance and Sm 
finance, - | 

* financial accounting and management control (interes 

.  intax accounting appreciated). EE 

$ e marketing (in sales appreciated), 

e entrepreneurship. 





' Candidates will be exi 





should be dedicated to the solution ‘of business problems. 
Relevant field. experience in the practice of business, 


knowledge creation, 
attractiveness. 





stines Chaniber of Commerce and Industry” 




















| pus Ges van n Mis Dean not the s Faculty — 
a Groupe ESSEC ——.— 
le Bernard Hirsch, Be 105 









5 BG operates around the world across the whole of the gas | 
^ chain, from exploration and production via transmission and 


. BG. Technology, a part of BG plc, is based in world class 
| E facilities in Loughborough.. Ongoing growth in our core 
business has created the following opportunity for individuals 


oat ESSEC is a "Mail Eüto piii school. of. | at 


heir full potential. 5 
* In addition to a good honours degree in Mathematics or 


- strong tradition of excellence and. innovation in 


theory; economics, econometrics, familiarity with numerical. 
| methods and C/C++ programme languages. Í 


GROUPE. ESSEC offers a. wide range “of: programs: |] 
undergraduate, graduate: and executive and is the fist |1 
institution in Europe to je accredited by AACSB -The | |l 
| International Association for Management Education. | 


Ia df you want the opportunity to work within a multi-disciplinary 
. team delivering technical solutions to business driven research 
. and development programmes, please. contact. us today. 


* Es ES ‘application pack please telephone 01509 282141, 


scted to pasen "eviderice of. : 
outstanding research and teaching performance and | 


associated with a. dne. capacity for. synthesis and. " | 

will “enhance a candidates . dp 
E i 2 m up have excellent. qualifications i in 
Ma letter of 3 Sin ^a" H |. 
' id references to: day 


ESSEC ‘tomorrow, you will s —_* w the wa e way | 


. Mathematician - 


(de £29k - - dependent on experience. ! 









distribution all the way to the gas markets. To ensure our 
continued success we operate at the forefront of gas 
engineering and related technological innovation. 























"who wish to make an effective. SOHETAUMOR, whilst realising 











Statistics (or a related subject), you will have experience in one 
or more of these areas: mathematical finance, option pricing 






















quoting reference 
number 137. | | i 
-Closing date m com» S ning ES 
applications is B pm y 

9 February 1998. 

















New Microeconomics - 
Consultancy 





BE Dermot Glynn has left NERA and established 
‘a new consultancy, which will now be i 


HH recruiting staff at all levels of seniority. 


| Applications are invited from economists who T 


i microeconomics, and 


ig wish to work to the highest professional. 
standards. | 


Please send a sete c. x. to: 


European Economic Fieecarch Ltd., , ! : | J 


d | ona House, 53-64 Coy Lene, z 


London WC2 À Aqu. 





UNIVERSITY OF GLASGOW BUSIN 
DEPARTMENT OF MANAGEMENT S 
SENIOR LECTURESHIP/LECTURESHIP 
IN MARKETING BU 
. £16,045-£31,269 E 
You will join a small marketing group, with a strong research orientation, 3 
areas of current research interest of the marketing group are: C 


Behaviour, Marketing of Services; Entrepreneurial Marketing and Compute 
Modelling in Marketing Management. ene 


VERSITY OF CAMBRIDGE 
| The Judge Institute of Management Studies 
 Cbarterbouse PhD Studentsbips 
in Finance and Accounting 
-Following a gener enefaction from the Charterhouse Trust, The 


Judge institute of Management Studies is offering two PhD 


research studentships - one in finance and the other in accounting. 


Finance: ^ topic i Preference will be given to candidates holding. a PhD, and with academic work 


| | e) in accounting, finance or economics. 
ships will be granted for a three year period, 
tober 1998, and will cover University and College 
an allowance for living expenses. The deadline for 
ions is 15 February 1998. Short-listed candidates may be 

tor interview. | 

details and application forms: The Secretary, Judge Institute of 
jement Studies, Trumpington Street, Cambridge CB2 1AG, UK. Tel: 


44 1223 339700 Fax: 44 1223 339701 Emai: jims-enquirles@eng.cam.ac.uk 


Senior Research Fellow/ | 
Research Fellow 


Up to £34,372 pa inc 


The European Commission has awarded funding to the 
LSE to carry out an Analysis of the Scientific and 
Technical Evaluation of Health Interventions in the 
European Union. The project will review and appraise 
current methodologies and analyse evaluation practices 
adopted in the 15 EU Member States, aiming at 
developing proposals for harmonisation, co-ordination 
and dissemination. The project will be led by LSE Health 
and involves partners (mainly Cochrane Centres) from 
Several European countries. This post is for a period of 
up to two years. | 

A Senior Research Fellow/Research Fellow is required to 
lead the project in conjunction with other LSE Health 
Staff and the Steering Committee. A strong background 
in health services research is required (clinical 
epidemiology, health economics, health policy), as well 
as an established publication record and experience in 
the evaluation of health interventions. Fluency in a 
European language other than English is desirable. A 
secondment from another institution may be considered. 


For further details please phone 0171-955-6183 or email 
recruitment@ise.ac.uk with your postal address. Please 
quote reference number E034. 

Closing date for applications: Thursday 12th February 

the LSE is an educational charity committed to equal opportunities 


ONOMIST JANUARY 24TH 1998 S o 


already published or showing evidence of academic research potential. 
Informal enquiries to Professor Luiz Moutinho, tel; 0141-330 4066. 


For further particulars write (preferably on a postcard), quoting Ref.N 

003/98AT/TE, to: Personnel Services, University of Glasgow, Glasgow G12 8 

Closing date Friday 27th February 1998. "ET. 
The University is committed to equality of opportunity in employment. . 


Never has the demand for experienced professionals byo == 
US companies doing business abroad been stronger. You .—.— 
can make a dynamic move into the exciting world of global .- 
business expansion if your negotiation; sales or business 


communications skills match our clients’ needs. — ; 
World-class organizations focused on major international 
markets have entrusted us to find the qualified profession. = 
als they need to succeed. We are seeking individuals wth |... 
diverse backgrounds ranging from business consulting, oe 
manufacturing, sales and marketing to high-tech fields like ^ 
computer science, aerospace, engineering and E 
telecommunications. "xen a A 
What is most important are your interpersonal skills honed. -~ 
through successful client management, sales contract nego- - 
tiation, new business development and similar efforts involv- - - 
ing strong personal contact. In addition, you must have the ; 
flexibility and stamina required to live and work in foreign ^. 
countries. «ode i | os 

US citizens and legal residents only. Previous overseas resi- 
dency or extensive foreign travel is a plus, as is proficiency. = 
in one or more foreign languages. All of our clients are major © 
organizations that offer highly competitive compensation 

and benefits. Send your full resume and salary history for 
immediate consideration. Please be advised that due to the _ 
number of inquiries we receive, we are able to respond only. 5i 
to those that meet our clients' immediate requirements. 
Principals only. No phone calls, please. 


EOE 


Cooper, Ramos & Lee Consultancies, ATTN: EC/124, PO 
Box 19-0620, Miami Beach, FL 33119; e-mail: cri@us.net 





| ^ Non-Profi t Government Associati seeks . 

| Qualified candidates for short and long-term assignments in the NIS to provide 
| technical assistance in: professional training; municipal budgeting and finance] = 
housing/municipal association. development; municipal devel opment: and. 
| condaminium developmerit and formation. Positions require 8-10 years of experience 
lin relevant technical areas and interpersonal communications skills: Prefer 
| international experience. Russian language skills desirable, EEO / AA - Please send 




















School of Law 









Professorship 


Applications are invited for a Professorship | in the School ot Law, tenable 
from 1 October 1998. 


Candidates, whe should have an « outstanding research and publications 
record, willbe expected to contribute to the School's teaching programme 
* at both graduate and undergraduate levels. Applications are welcome — 
_ from candidates with interests in any area of the law but would be 
particularly welcome from those specialising in International Economic Law 
or in the legal systems of Membar States of the European Community. 


Salary will be in the Professorial range, minimum £33,882 pa. 


informal enquiries about the post may be made to Professor 
Mike McConville, Chairman of the School of Law 
(tek [44] [0] 1203 523103; e-mail: Mi. MeConvill lle € warwick.ac.uk). 


Application forms and further pawienlare can be obtained from: the 
| Personnel Office, Univer sity of Warwick, Coventry CV4 7AL 
ue 01203 523685: e-mail: recrumGBadminavarwick.ac.uk) or from the 
website: jobs. ac. uk/tobfües/ACTOT.btml 


E Please quote reference 25/5/97. | 
| ge losing date for applications is 17 February 1998. 






































Application forms/further details 
from: (Please quote Ref. No. 886) 
Personnel Department, 

The Robert Gor don University, 

Schoothil, Aberdee 
Tel (01224) 262085 
Fax (01224) 262090 
E-Mail: staffrec@rgu.ac.uk 


ito /Awww.rgu.ac.uk/subj/per/ 


Closing date: 13 February 1998 : A | 
j k The 1, 000 strong an body will look to you not just 


for a good degree, but for an education that will 
equip them to be winners in their careers. 


The 70 academic and support staff will rely on you to 
.. . advance the reputation of their business school as a 
|. leader in British business education. 


iv Local, national and international businesses, also - 
|. rely on Aberdeen Business School as a source of 
^; graduate management trainees, as a provider of 

. continuing professional development: for their staff, 
| andasaresearch and consulting base across à 
(S range of management disciplines. 


-. To all these people and organisations it is vital. that . 

_ the new Head of the Aberdeen Business School is a 
person with: vision, experience, enthusiasm a and 

| integrity. - p 

“You will ias a — first dishes dnd: orohably, 3 | 
"higher degree or research qualification from a 
eading business school in Britain or overseas. You 
Will have a proven trackrecord as aleaderor — 
“manager i in business, the Dum sector, teaching or 


ROBE RT GORDON 
UNIVERSITY 


ANHERDEEN 


“Fostering excellence in 
teaching, learning 
and research” 


or rby e-mail at pw seintosh igu at, uk 


(03 t 


| resume and cover lotter to IN T b DZ, PO. Box 2053, TIOSBINEIO, D.C. 20013 


2s To: disción s this kay dipeiptenont NUN please contact the Dean: ofthe 
E Faculty of Management, | Bill Mcintosh, telephone 01224 263382, fax 01224 263456 - i 


esearch Fellowships 





| Salary £18, 179 - - £24, 919 pa inc 
. The London School of Economics is seeking to appoint 


two Junior Research Fellows from September 1998 and 
a further two Junior Research Fellows from September 


.1999. Each Fellowship will last four years and may be 


tenable in any Department or Institute of the School. The. | 
. Fellowships are restricted to people who have completed .. 
their PhD in the five years prior to taking up their post. 


For further details please phone 0171 955 6183 or email: 
recruitment@lse.ac.uk with your postal address. Please 
quote reference number E036. Closing date for 
applications 17 February 1998. 


the LSE le an educational charity committed to equal opportunities 
and eccdnoe ri aon anc re 





As Aberdeen Business School moves into the new millennium, it will also move into new, state-of- 
the-art teaching and library facilities on the banks of the Royal River Dee. 


As Head of the Aberdeen Business School, there'll be a lot of people relying on you to get results "x 


| HEAD OF ABERDEEN BUSINESS SCHOOL - 


‘ A challenger Professorship for a goal prenten team leader 






research. You may have international experience. 
You will be able to forge alliances with others in the 
academic world, in government, and at the highest 
levels in-business. 


You will be able to articulate a vision for the future of 
the School, and demonstrate the personal and 
leadership qualities which will enable you to make 
your visiona reality. | 


Aberdeen. Business School curreriiy iouis its 
teaching and research activities in economics and 
finance, business policy and marketing, human 
resources, operations, logistics, information 

| management i and entrepreneurship. 


‘The 1,000. strong ‘student body comprises 
undergraduate, postgraduate, full-time, part-time 
and open learning students. 

The successful candidate v ill be appointed to a 
Professorship. of the University, will enjoy high 
standing in the academic and business communities, 
and will receive a remunerative package (including 
| relocation benefits) which reflects this status. 






















The non-profit making association European Cenei oe 
Living Comparisons, abbreviated to EuroCost a.s.b.l., is launc 
proposal in view of the conclusion of agreements bearing or 


statistical data on consumer prices of expatriate household 
world. It consists of price indices in 74 countries out 

























Salary £17, 293 to £24, 919 pa inc 


for Philosophy of Natural and Social 
in interdisciplinary research centre at the 
1 School of Economics, is recruiting a Research 
Officer in a new project on travel and tourism who will 
(a design: and carry out a study of the employment 
effects of tourism and (b) help design and carry out 
: wider studies of the social and economic implications 
of tourism. 


The. post represents an opportunity to initiate 
‘independent research. Experience with econometric 
analysis and the ability to collaborate with other social 
Sciences are essential. A background in labour 
economics, regional, or development economics would 
be useful. 


This appointment is for three years, subject to normal review. 
For further details please phone 0171 955 6183 or 





















































email recruitmentGlse.ac.uk with your postal address. |. Georgia has received a credit from the Internationa 
‘Please quote reference number E029. hereinafter referred to as tke IDA, in various currencie 
Tha ien cnc : Municipal Infrastructure Rehabilitation Project and intend: | 
The closing date for applications is 18 February 1998 of the proceeds of this credit to eligible payments under the contract for wh 
the LSE is an educational charity committed to equal this Invitation for Prequalification i is issued. 
opportunities and excellence in teaching and research 2. The Independent Agency for the Development of Municipal Services, 
hereinatter "the Employer" intends to prequalify contractors (firms) for the 
folowing contract under this project: Restoration and strengthening of the 
building of Education - Methodological Center of the Georgian Ministry eae 
Education in Tbilisi, which was damaged by fire in 1993. Works consist ofi 
Dismantling of the construction and cleaning of the buildings from debris 
(5000 ton); strengthening and assembling of concrete and reinforced - 
| concrete foundations (120 m3); assembling of steel constructions (110 ton); 
| EUROPE INVESTOR assembling of the reinforced - concrete constructions (270 m3); assembling of 
E ENDORSE. i — DIRECT the roof and floors wooden constructions (100 m3); roofing in tin (3000 sq. m. 
j Learn the Secrets of Off-Shore | | installation of 10 cm thick brick partitions (2 600 sq. m.); installation of T 
T 'ealth Building, Asset Protection: Winners in the Free Prize Draw 1997. Granite, Mosaic, soft carpet, parquet, linoleum, ceramic and other kinds of — {> 
1: and Tax/Financial Planning | floors (6 800 sq. m.); inside finishing works; pestering and painting the walls - 
AE How? The Stockholm Stock Exchange went and ceilings, suspended ceiling on aluminum sections, etc.; installation of 
PP É p up 24.89% for the year 1997. double glazed aluminum wirdows (1 000 sq. m.) and wooden doors (560 sq. m.); 
: ; Read Going Off-Shore! | | sanitary engineering, electromechanical and other works. 
| 500+ pages + 1998/7" Edition + $69 Ist prize: sa age e a 3. It is expected that Invitations to Bid will be made in March 1998, 
3 For FREE Information & Brochure or to | = pg LE 4. Prequalification is open to firms and voluntarily formed joint ventures from 
| order please phone, fax or write to: 2nd prize: Malte Lilliestrále in ehgible source countries as defined in the Guidelines: Procurement under 
CARIBECO USA LTD. | Stockholm, Sweden. IBRD Loans and IDA Credits. 
Gary A. Ferraro, President 5. Eligible applicants may obtain the prequalification documents by calling, 
É 1200 N. Federal Highway. Suite 200 | The winners will be notified by mail. writing, faxing, or telexing: Independent Agency for the Development of 
B, «Boca Raton. FL 33432 U.S.A. Congratulations! Municipal Services, 89/24 David Agmashenebeli Ave., Tbilisi, 380002, 
Bi tel. 561-13 13308 / Fax: 561-447-8244 ;eorgia. Tel: (99532) 95-10-03; (99532) 95-37-41. Fax: (99532) 95-10-03, | - 
6. The request must clearly state "Request for Prequalification Documents for 
Restoration and strengthening of the Building of Education - Methodological 
PMID PORTUNITIES Center". The documents are available for a nonrefundable fee of US$ 50. The 
BUSINESS OP POR Pius NITIES EIC eee ee independent Agency for the development of Municipal Services will promptly 
en dispatch the documents by registered airmail, but under no circumstances will 
I MADE OVER $2M LAST YEAR EFFI CIENT PEOPLE it be held responsible for late delivery or loss of the documents so mailed. 
in a zero stress, ideal lifestyle, NEEDED | 7. Aminimum requirement for qualification will be to have successfully carried 
relaxed, simple home-based business. E IN ALL out as prime contractor the construction of at least three works of a nature and 
Now | want to teach key individuals 193 COUNTRI ES complexity equivalent to the Works over the last 5 years (to comply with this 
my proven turnkey system as | acudir nU E requirement, works cited should be at least 70 percent complete). 
expand in the USA and S.E. Asia. for occasional assignments on ; bcs . D MEE E P | APO 
. : bodie eiie o 8. Submissions of Applications for Prequalification must be received in sealed 
Serious replies only. behalf of British companies & envelopes, which must be e:ther delivered by hand or by registered mail, to: 
"Call 24 hrs. 212-479-7840 (New York) institutions. A person “on the TTC DIIS VEERE KD | d TAPAS EXE 
= ground” to report market infor- Independent Agency for the Development of Municipal Services 
: ' mation and/or assist with 89:24 David Agmashenebeli Ave., Tbilisi, 380002, Georgia 
Become An advertising, promotions, recruit- not later than: March 17, 1998, and be clearly marked 
: if. communication, distrib- " Application to Prequalify for Restoration and strengthening of the 
E MER pp q E E 
stili iit ution etc. Please send | page CV Building of Education - Methodological Center, Contract N. TB/Ed" 
+ letter (max 2 pages). outlining 
. Mil Max T : ages), ee | 9. The Independent Agency for the Development of Municipal Services reserve 
ADVISOR ESIE ns UE RS y PAAD the right to accept or reject late applications. | 
e dcn ity and income expectations per 
ix-figure potentia hour/ per day. 10. Applicants will be advised, m due course, of the results of their application 


(702) 883-1944 


3] 727-8 
Fax: (702) 883-0267 A ML ide 


JANUARY 24TH 1998 
























Union, including the relevant detailed prices: of goods, a 
quarterly according to a stringent methodology. 


Interested parties should apoly to the following’ as 
documentation on this call for proposal: | 













Miss Carola FABI 
Adviser to the Directo 
EuroCost a.s.b.l. - 
1, rue Emile Bian 
L-1 235 LUXEMBOURG 
Tel.: 1352 - 404806 E-Mail: curoc 1 


The closing date for applications will be: 

































INVITATION FOR PREQU 












































Only firms and joint ventures prequalified under this procedure will bei invi 
to bid. p 





his prize is a tribute 1 to. a man ‘widely regarded as one of the UK’s 
outstanding writers, t iinkers and political commentators. 
It was int oduced: in 1988, following the tragic and untimely death of 
David Watt, to commemorate his life and work. 
To be eligible, entries must have been published during 1997 in English 
language newspapers or journals. and must, in the opinion of the judging panel, 
have made an outstanding contribution towards the greater understanding and 
Mu" of national or international political i issues. — p 
| dhe 1998 Memorial Prize, which is £5,000, is ance funded and 
| administered by Rio Tinto ple to whom entries should be sent. B 
. Full details are available from The Administrator, The Rio Tinto David | 
Watt Memorial Prize, Rio Ti into ple. 6 St James's Square. London SW1 1Y ALD. l 


Closing date for entries is 31st March 1 neon 














MINISTRY O oF ECONOMY | | MISSION FOR THE : REHABILITATION OF PUBLIC AND PARASTATAL [ENTERPRISES - - REPUBLIC oF CAMEROON vd 





AMDFANCE - g TECHNICAL COMMITTEE FOR PRIVATIZATION AND LIQUIDATIONS -  Peace-Work-Fatherland |. 


PRIVATIZATION oF CAMEROON PALM PLANTATION COMPANY _ 
ds -ASOCAPALM) 


"INTERNATIONAL CALL FOR TENDERS 


The Goverriment of Caitieroon- i5 limching | an. international ET for tenders for the privatization of Société Camerounaise de Palmeraies  (SOCAPALM). t th 
Cameroon palm plantation company, as part of its privatization programme. : hes : XN o | 
SOCAPALM was set up ino 1968, under the. Law covering organizations undertaking national REEE to | develob. domestic : palm plantations and E | 
associated processing. plants i in order to ensure the production and commercial exploitation of pal m oil and palm. plantations. ee NW bn 

" SOCAPALM operates. five (5) plantations of. abo t 24 al 100 hectares i in total, and additionally covers 7, 561 hectares of small- holder Janis it owns four. pe 

EA oil mills, with a total capacity of 132 tiff: per | hour, and a modern. fractionation plant of 40 tonnes of palm oil per day. Over the CROPS few xn same 

^L annual output has risen to 82, 900. M. tonnes of palm and 8, 000 tonnes of palm kernels. | P! | Fu. 


2 4 the financial vege Bed: 30 due. 1997, SOCAP, ! nover i rose. to FCFA 18, 961 million, with net profi its of FCFA 2 427 milion and a workforce of 
7 financial: A asted FCFA 2, 428 million. - | 


| This call for tenders is aimed aa : im stors with exp of running : tropical plantations and active. in the edible oil sector r (palmi oit. The piivatization wil F 


E e “entail the sale of 90% of the sha es or POCARALM: MT render will be required. to set aside a minimum of 3% for the benefit c of SOCAPALM etnployees : 





































siad iiio wil gatai prequaíificetion of interested paciiés 'ó on the basis : of their technical offer The tender docurnénis and: E: 
je from the. 10th of January 1998. Interested parties are invited to- apply to one of the following addresses, and will be |- 
wana and: forward. the sum of FCFA 900,¢ 000° gen hundred thousand francs dicio ‘of or 5, 900. es thousand. 






HN ICAL COMMITTEE SFOR a t E NB NU . - SOCIETE: FRANCAISE DE REALI LISATION, oe 
UIDATIONS 28 0. 77 2.5 ETUDES ET DE CONSEIL (80 p. 
QU 5, 0007 2.98, bd Victor Hugo. EY 
-. * 92115 P cedex - FRANCE 
. Phone: 
; Fax: 








: and liquidations in Yaoundé. T3 


|. You can pack your suit and 
ae shirts wrinkle-free in your 


s A 
Litigation Bag. 


| Walnut or black leather $1050. 


Here'san enormous brief- Our Traveler's Briefcases 
.case that can double asyour double as your laptop bag. 
| suitcase. Itcancarry letter- Your laptop's protected by 
| size manila file-foldersand our padded, Flexible Un- 

| letter-size binders stacked — wreckable™ frame. 

| vertically, side-by-side. It's 


t RENE Twelve of us work together 
|. a legal" carry-on. 


to design and make Glaser 
Travel Goods in our San 
Francisco studio. We sell 
direct to you. Please call 
for our free catalog. 


GLASER DESIGNS 
TraveL Goons MAKERS 
32 OTIS ST. SAN FRANCISCO, CA 94103 


PHONE 415-552-3188 FAX 415-431-3999 


22" Litigation 1 Bag with 
Glaser Insider ™ dividers. 


ep 9 
No Se p Fees 


* Agents Wanted Call 1-206-378-2816 « 


Tel: 1.206.599.1992 * Fax: 1.206.599.1982 | 


| 417 Second Avenue West * Seattle, WA 98119 USA 
www. kaliback.com . ‘Emall: info@kallback. com | 


TJANVARY-24TH 1998 


INCORPO! DRATE T 


* Corporations and LLCs 
* Free name reservation 
* Personal assets shielded — NEM 
* Confidential and cost effective | Nevada $380.00. 
e Full registered agent services — Utah $270.00 


FAX: 302-421-5753 TEL: 302-421-5750. 


E Mail: corp@dea.net 
Pasa ed eh Ltd. Web Site: www. incisa. com 


| eae INCORPOR: 


- Delaware | 
gu 


Networking Europe. 


lonian Conference: Making Enlargement Work, 
May 14 - 17th, Athens and Corfu 


This conference, organised with EPIC and the support óf the | 
Greek government and the EC marks the UK Presidency. It will 
start with a public session in Athens, and move to Corfu for two 
working days. The themes, relating to European integration, 
will be aimed at young university-based researchers in politics, | 
law, economics and sociology: 


* Changing cultures, identities and social solidarity in Europe 

* Flexibility and the European social model 

* The reform of European governance - towards convergence? 
Chairman will be Dr Howard Machin, Director of the European 
Institute of the LSE, Speakers will be drawn from the partners _ 
in EPIC: the LSE, the Wissenschaftzentrum Berlin, the EUI, 
and the Instituto Juan March. | 

About 50 scholarships are available for this conference to final year 
doctoral, and first year post-doctoral, studerits of one of the above 
subjects in full-time academic employment at any university in the 
EU or in one of the ‘Agenda, 2000’ states. They will cover all costs at 
the conference and a standard grant towards international travel. 


Apply in writing enclosing s CV and a brief outline paper relating to: . | : à 


one of the three themes. Information can be found on website 

http: / /www. britcoun.org/european/ or, in case of difficulty, through 
Amber Dalton on (44) 171 389 4613. Applications should reach the 
LSE (European Institute), London WC2A 2AE for Dr A Guyomarch's 
attention, by 20 February 1998. 


The | 
British 
Council 


The British Council, registered in England as a charity no. ZOHTNE, is the 
United Kingdom's international network for education, culture and 


development services 








al FREE CASH. :GRANTSI. Col lege. x 
Scholarships. Business. Medical bills. 
Never Repay. Tat Free- 1800.218- ` 
9000 Ext. G-4265 . ae . 



























"EXPERIENCED CANADIAN: 
IMMIGRATION LAW FIRM 
- Russell, Savage. Suite 2000, 
{| 393 University Avenue, Toronto, On. 
| Canada M5G.1E6. Fax: (416) 597-2267 
Phone: (416) 585-2088 or 585-2552 
^X. Email: vkrussell@aol.com 
Professionals, bus., exec. transfers 
: Y reasonable rates 


Save 30-70% on International Calls 





























IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
i Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd., 
#208, Mt, Royal, Quebec, Canada 
H3P 2TI. Fax (514) 739 0795. 

Email: 76143.2031@compuserve.com 


emnanications Axscclatciotn 









THE INTERFACE FINANCIAL GROUP 
26 year old Financial Service company 
with established franchise operations in 
Canada + US now offers Master 
Opportunities Worldwide. 
Fax: 1-905-475-8688 
E-mail: ifg@interfacefinancial.com 

www interfacefinancial.com 













ELYSEE HOTEL 


Hotel facing Hyde Park in Lancaster Gate. 
Excellent value accommodation in the heart of 
London near major tourist and entertainment 
venues, 

Single £40 Double Twin £45 
Family £63 up to five persons 
Price for room 
Rooms with ensuite wo/showers, television, tea 
coffee making facilities, telephone, 24 hour 
reception, recently refurbished. 
Tel No: +441714027633 Fax: +441714024193 


: STOCKLOANS 
|. ALLMAJORINTERNATIONAL EXCHANGES 
NEW YORK, LONDON, TOKYO, FRANKFURT, 
PARIS, HONG KONG. 


HIGH LOAN TO VALUE RATIO 
TIMELY FUNDING OF TRANSACTIONS 
REASONABLE TRANSACTIONAL COSTS 
FAX INQUIRIES DETAILS Of REQUEST TO: 011-203.316-0490 


Mention 


= 1-310-526-2200 


INTER! IET TRADING 
OF U.S. SECURITIES 
With 
THE PRIVACY AND 
PROTECTION OF AN 
OFFSHORE COMPANY 





Invitation for iii Mer a 
aa? : | 2 person apartment trom £70 per night 
Glob al Citizens hi p oe 4 person apartment from EnS per WONI 


www.networktool.com Ow - 
Ph:Fax | Tourist card Commended 
` ASHBURN GARDEN APARTMENTS 
Europe 44171 691 7783 3 Ashburn Gardens, London SW7 4DG. U.K. 


NAmerica 13054187368 |- SEEN 
A. ^R | 


PacRim 6129 4750012 -E N 


Need an offshore c compan y? 
RULE NUMBER ONE... ee 
Do not use an incorporation agent in your country. as this creates a file ] 
on your offshore identity in your own country. This is not wise. | 

Companies. - Worldwide - Bank Introductions - Re- invoicing - Nominees 
CHARTERED OFFSHORE SERVICES LIMITED 
| St. Andrew's Terrace, Waterford, Ireland. 
Tel. + 353 51 858855 Fax. + 353 51 858866 
E. Mail info @offshore-servicesie. WWW iol ie/offshore/ 


The complete offshore package offers: 





Corporate Trading Account 

An International Bank Account 

Secured Credit Card 

An Offshore Company 

Account Protection in the U.S. brokerage 
account of up to $50M 

On-line Portfolio Valuation | 

High Yield Money Market Sweeps 
Instant Worldwide access to your account © 


http: [Iw we. bhisecurities. com 


Not available to US citizens or residents. 


The investments or services s to which this adv ertisement 
relates are available only to professional investors. 


e 9 é è @ 


i TIONAL CALLS! 


BEWARE 0 TU C 
NewWorld rates DECEPTIVE DVERTISING. 


A 
Are not just 
[RATES TO THE US: for the first month, 


JU.K. ........ 196| Most new customers are 
iFrance......30€| referred by satisfied 
iGermany ....24€| NewWorld users 
Iitaly........38€| o 
INetherlands..31€| : pomis een 


ISwitzerland..29€| : 
| Brazil. . EISE O 69¢ umerous Special Services Included 


. "No Extra Charge - 











i START YOUR OWN ZT 
IMPORT/EXPORT AGENCY 
. Ne dr a or experience required, No risk. 
Work from home, Part/Full time. | 
l "Advisory service included. 
 Fuatblished 1946. Clients. ín 120 countries. 
Send for FREE booklet. 
p l ibn | E UE WADE WORLD. TRADE i 
peifee Da for international | ness obo Dept 2024 50 Bürnhill Road. Beckenham Kent 
traveller or PT., E usse P N . BR33LA. .- 
Po. ~ jer +44 (0) 181 650 0180 (24hrs) d 
Tel 44-1 71-7306671 Fax. 444-171 y ; IU Fax. +44 (0) 181 663.3212. 


email: patyoung@ net box. com m email: salesQ)wadetrade.com PUTEM Papae p ERE 
E : | 3402 7 CK - SUIT IET K, 
Hs Oe Kg =a m o —- o a Be OE PORDE i ns PASAS 


Business to Business agents welcome 
201-287-8400 . 








‘Govt FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
;Repo's, REO's. Your Area. Toll Free 
-(1) 800-218-9000 Ext. H-4265 for 
j current listings. 1004 13.3245@compuserve.com; 
——À . hitp//www.global-money.com 








is OFFSHORE 

: Licenced Banks and Tru mpan 
2 2nd Passports Available ee 
x LEGAL, LEGITIMATE, AFFORDABLE 
3 Azaria Financial Servi ices LLC: 
Tel: 1-781-299-8103 Fax: 1-781-239-8095 
Email: azaria@azaria.com 
gi 70. Watt Street Needles MA 02 181 USA | 


NEW AUTHORS] 


d PUBLISH YOUR WORK 
SHALE SUBJECTS CONSIDERED:| 
Fiction, ‘fon fiction, Biography, Religious | 
Poetry, Childrens, | 
E AUT HORS WORLD-WIDE INVITED. | 
‘> WRITE OR SEND YOUR MANUSCRIPT TO:- 

-]| | MINERVA PRESS 
= A12 OLD BROMPTON RD. LONDON SW7 3DQ. 






*We Can Help" 


25 Years Experience in [nurigration Matters 
The law firm of Sormien & Peterson 
httpi/www.somjen com 
Email: somjengisomjen.com 
Suite 810, 1240 Bay Street, 
^ Toronto, Ontario, Canada, MSR 247 
Tei: (4165 328083 — Fax (4160922 4234 
"We Can Heip” 

































i OFF "SF H ORE! 
a TAX-FR EE 


B cooagenarkiem wrowikcd-uwride 






formation and administration 
of companies 
| = opening of bank accounts 
| tel/fax/mail forwarding services 
1092 Bud sees Ráday u 33/a, ey 
Tel.: Gots 217-9681. 216-34-1 
Fax: (361 5217 71-44-14 
E-mail: laveco (email matav hu 
Ask for our FREE information 
brochure! 
Languages spoken: English. 
French, Russian, Bulgarian 





< Use USA & Offshore 
Companies And Trusts 
.| For FREE CONSULTATION 
-— and our Brochure contact: 


“ol... BUSINESS SOLUTIONS, INC. 
7o Phose.: USA+(619) 578-7541 
FAX: 0544619) 578-0238 
, E-mail: übel hnienetepes 





BELIZE 
CITIZENSHIP & PASSPORT 
nfidential Service Direct From Belize i 


q FULLY LEGAL PROGRAMME 
pts , Generous Visa Free Travel 


"Tax annis 


We incorporate and provide management 
- Services in all leading jurisdictions. 
ll Offshore structures can cut taxes and offer 
significant asset protection. 












From US$45,000. inclusive 


: [Belize Passport Consultants Ltd. 
- | 944 Orchid Garden, P.O. Box 165 | 
Belmopan, BELIZE 
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OUTPUT. DEMAND: AND JOBS. Americi ind trial output rose by 08% in Diesember, lift- || The COMMODITY PRICE INDEX l 
| ing its 12-month growth rate to 5.9%, the fastest since March. 1995. In the year to November, gga m Coffee prices rose by nearly 7% | 
«| industrial production growth quickened to 4. 9% i in Italyand 5.0% in the Netherlands. Dutch | in a New York on January 20th as growing | 
« © | unemployment fell to 4. 9% of the labour force in the three months to December. fears of a shortage of arabica beans, ahead 
% change at annual rate ee = hs | of the new Brazilian crop in May, encour- | 
| cor b. oe ums E "eohutee) eur | aged buyers. Supplies in Brazil are tight be- | 
| DAR UE cR MON SP cause of strong domestic demand and a | 
_ small crop last year. Output around the | 
world has been hit by El Niño, which has | 
brought drought to Colombia and Indo- | 
_ nesia, and floods to Mexico, Central Amer- | 
| ica and Kenya. Colombia's growers’ fed- 
| erátion says its supplies of coffee for | 

























| export in February are more than 40% be- | 

| low average. The country also faces a na- | 

| tionwide lorry drivers’ strike. Indonesia's | 

| output of robusta beans this year is ex- | 

| pected to be down by 30%. | 
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T PRIC ES AND WAGES In Ce the ee rate "s consumer-price inflation remainedat | o — 1535 . 1262 4 i5 «4 77 | 
|-2,0* in December; Sweden's inflation rate climbed slightly to 1.9% overthesameperiod.]n industrias = n | 
| the yeartoN ovember Be lgium's producer-price inflation rose to 2.2%. Japanese workers pay all 82.5 825 - 49 -215 | 
| tose by 1.8% in the year to November, a real pay-cut of 0.3% — | Nef 930946 - 69-251 | 
* | — Metals 76.1 752 - 33 -186 | 
de % change at annual rate er x: oa The Economist poll | Sterling index = © | 
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m AUSTRALIA The Australian Sionomy 
| hasbeenoneoftheokcp'stop performers | ae 
_ inthe 1990s. During its current expansion, - ] Balance of payme 
-c now six years old, real epr has grown by. 
around 32% a year. After a slowdown in 
.* | the second half of 1996, growth. picked up 
^j again last year. In its latest country survey, 
| the OECD forecasts even faster growth this 
. year and next, despite the financial crisis - 
in Asia (which buys some 60% of Austra- 
Has: exports). Australia has also enjoyed ! Consumer pricest Unemployment 
T low RO DM inflation: between | 
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DICATORS | 


OCKMARKET s The | arkets rallied until January 21st, when the Dow Jones [ndista a STOCKMARKETS Ourchart guae he | 
Average fell by 1.0%. Tokyo had managed a 10.3% rise over the week after hints of more gov- | market capitalisation and the prospec tive | 
ernment measures to sti: ulate the economy, but fell back on the 22nd. ' dividend yield (the ratio of the exp 

23 dividend to the share price) of thei 




































, Share price indices | E % change on 






















































one record Dec3ist 1996 | Dies tracked by 1/B/E/s International, 
year high in local ins | nancial-information firm, in 15. cou | 
! meny — tems | The capitalisation figure does not ne 
t — - LA m E | sarily match the total value of all share 
a 3 — 36 3a ine” | Quoted:companies; because 1/8/E/S cove 
‘aah Agee Ge a ta T n _ only shares commonly followed by finan 
[12089 ^ 56793 + 23 +72 - 99 + ə6 | al analysts; the yield refers only to firms : 
i517 708 _ 4704 + 04 *388  - 13  * 480 5253 | for which there are data on expected earn- . 
2,003.4 ^ 1,5332. | | ings. Inthe prm 
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Switzerland — 63914 63875 "3922.9 +39 — £553 — — 01 + 9$ +Æ! | yieldisthejointlowestinthechart — 
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| TS WEITE RATES” “Bond 1 yields rose enm in most countries, reversing i 
recent falls. Activity was muted because the American market was closed on | 
nt ay. Japan's broad money supply growth quickened to 3.8% in the year to December. | 












_ Money supply* pus .. interest rates % p.a. (Jan 21st 1998) 2 
% rise on year ago over- 3-mth money. market Bani bond yields Eurocurrency - 
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UT Ten-year t bond rates “(ald series: Britain 15-year 6.09%, United States 30-year 5.8196). 


^ Narrow: MI except Britain MO, broad: M2’or M3 except Britain M4, Sources: Banco Ambrosiano Veneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn; ` 
"àse Manhattan; CA. IB Investment Bank, Commerzbank, Crédit lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, } P. Morgan, y e 
Parib i: Royal Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA SONB, Westpac; DatastrearviCV. Rates cannot be construed as Banks offers. << 
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| TRA billion in November; signifi f 
cipue à ihe bilateral deficit wihi Hong! Kong; south Korea, , Singapore and Taiwan arrowed eo over 46% & October. In the week NE : 
| January 2ist, the yen rebounded against the dollar and rose by 3.0% in trade-weighted. terms. s i | | E 
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WW BUSINESS COSTS Germany is the 


most expensive country in which to do 
business, according to a new index pre- 
pared by the Economist Intelligence Unit 
(EIU), a sister company of The Economist. 
The Eru’s index measures the relative costs 


of doing business in 27 economies by 


compiling statistics relating to wages, 


costs for expatriate staff, airtravelandsub- | He 
sistence, corporation taxes, perceived cor- | India 
ruption levels, office and industrial rents, |. 


and road transport. In each category a 


country can score between 1 (low cost) and © 
100 (high cost). The scores are then com- 


bined to provide an overall score and 


ranking. In general, developed. countries . 


rank as more expensive than. developing 


ones because.their wage costs are higher. | 
Other costs are not systernatically higher 
in rich countries. Germany is the most ex- 
pensive country overall because c of its very 
high basic wages. America’s high executive 
salaries push it into. 
| though. the ErU's index ranks Singapore 
Jj tenth in terms 





“cond place. Al- 


















South-East Asian. econ 


sia are among the leas expensive places. 
The £iU compiled this index before these 


countries' currencies collapsed; business 


costs are now even lower. 
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of business costs, most. 


sia and Indone- 





ECONOMY 


ber, up 3.6% on the month. 


% change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
























































| GDP industrial Consumer Trade Current Latest Year ago 
. production prices balance account 
+ 82.06 92D« +. liNw *386 Ww + 7.2 19 1399 oa 1009 
HongKong + 64 * OS sep + Sino — -207 Www - 26 1996" 965 Nw 6385 — 
i 04 7 6B 1996 + 3.3 oct + 5.5 0c - 53 Now -45 1896 242 De ——— 20.2 
“indonesia. « BO n — «i56 q! + 116 0e 410600  - 790 189 oa 157 | 
Mal ysia ge JA e +114 Nw. + 29 De ~ 0.3 Nw - 6. 31996 217 be 27.0. 
Philippines + 49 Q3 ^o 4 43 Ot. + 6:4 Dec -11.0 oa = 3.8 1996 94 sp 98 
Singapore . — «10.! a» + 640: + 238» —-76mw  -4140q 77.31 sep 7421. — 
-South Korea + 6.3.03 + 62 Nw + 43 Ww = 80o - 89 dx 204 e — 340 — 
Taiwan + 69 05 + 8.1 Dec "^ 02 Dec “+ 76 Dec + 9.3 Q3 ^ 831 uw B77 
Thailand + 67 1996 + 61 Mw + 7. 80 O de 
| Argentina — « 860 — -+ 87 Nw. + O3 pe - 400a - - 85 8505 200 Nw 149 — 
‘Brazil Brazil. ——— + 2805 | - 12 Nw + 4.3 dec -85 pe -344ga | 51.2 Nov 58.2 
Chile Blas X 4440d + 60d - lÜM» - 330 178 oe —— 14.8 
Colombia — + 5.5 qa +11.2 Oct + 1770€ — - 235p ~ 47 996 98 oa 80 
.Mexko + 81Q  *104 0c + 157 pe —— * 15 Ns — - 40 — — 270 ww .— — 18.8 
. Venezuela ~ 461996 . ^ na^  . + 37.6 de +134 Ma + 8.3 1996 15.5 Nov 11.9 
Greece TNCS 26 195 . + 335p + AT pe -1913:4 4B — 123 mw — 193 — 
israel “+ 2003 1701. + 700« — -790« ~ 370 20.1 Dec MA 
Portugal - 7 300m «ÉBDO: x 23 de  -104 sep — - 570a 15.1 oa 158 — 
` South Africa RUP Qj - 04Nw + 68Nw + 2BNv  - 1303 44 Nov px 
Turkey | — «54 4 B2 Nw + 99.1 de —— -194 Ag — - 38 un 19.6 Nov US 
Czech Republic + 080: +10.0 Nov + 10.0 dec - 46 nv -47Q 11.0 oa 126 
Hungary +51 os +133 ww + 184 pe — - 23 Nw — - 1200 83 sp 104 — 
Poland + 6903 *1330« + 1320 -0o -420a 198 se W4 — 
Russia * 10 qs 4 190a + llOo«  — 420800  4«130qQ 184 oq 105 


"Visible and invisible trade balance. "Includes gold. December. 





21st. Bangkok, Jakarta and Kuala Lumpur made double-digit percentage gains. Indonesia’s 
currency, however, continued to sink because of political worries, touching 17,000 rupiahs to 


| the dollar on January 22nd, before intervention helped it to rebound. 








Currency units. — interestrates — Stockmarkets % change on 

| per$ perf short-term | — Jan 24st Dec 31st 1996 

Jan21st yearago Jan 21st % p.a. one _in local in $ 

NS a week currency terms 

China 828 — 830. - 135 8.68 | 1,2690 -03 + 329 +332 
Kong 774 774 126 1326 — 92468 +02 = 313 - 313. 
(. , 388 359 . 631 ^ 721 11.341883. £05  * 108 + 26 
7714850 — 2371 18478 3050 ——  — 466.0 4154  - 269  - 848 


779 — 
477. 


826. 
. 5810 





7358 3.30 








| | 187 164 304 480 41359 +38 + 911 + 584 
“South Africa 4.96 4.63 8.08 14.48 60747 +46  - 88  - 139 

| Turkey 215,530 115,080 350,883 75.89 35239 — +73  *2611 + 817 

< Czech Republic mE 278 578 16.23 4685 — +08 ~ 132  - 334 

5 Hungary 307 169 337. 1962 77090 č — * 04 + 865 + 458 
Poland = 355 297 577 2555 138976 +15 ~- 33!  - 213 
Russia. | 6.00 5.62 97 . 2800 683.6 sO F S02 4 7^3. 


i Sources: National statistics offices, central banks and stock exchanges; Datastream/ICV; Reuters; SBC Warburg; J.P. Morgan; Hong Kong Monetary 
| Authority; Centre for Monitoring Indian Economy; Bank Negara Indonesia; Malayan Banking; Phi ihippines National Economic and Development Authority; 
| Hoaré Govett Asia; FIEL; Baring Securities; Merrill Lynch; Bank Leumi Le-Israel; Standard Bank. Group; Akbank; Bank Ekspres; Deutsche Bank; Russian 
Etonomic Trends; Moscow Times/Skate Press, 
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FINANCIAL MARKETS Many Asian stockmarkets rallied strongly in the week to January 
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Y Tadia: S uu rate ofi ndustrial-output growth fell to 3.3% in hee year to io Octo- de 
ber; inflation rose to 5.5%. Industrial production in South Africa fell 3.6% in November, - 
leaving it 0.4% down on a year ago. Polish industrial output rose 13.3% in the year to Decem- 
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y entering markets early. And maintaining it by 
emaining through good times and bad. To 
aining keen insight through dedicated research. 
nd transforming unique perspectives into 


isdom for creative, and successful, solutions. 


Our commitment is an art. Practiced and 
perfected over more than 30 years of dedication 
to Asia. It's a difference proven through time. 
And one which will continue long into the future. 
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"Citibank S presence across Asia is so 
embedded that many corporates ..... actually 
thought that the US bank was indeed 

a domestic bank.” 
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In the past year we've won an unprecedented consistency of service across geographies. And 
string of awards in Asia and around the world. we'd like to thank all those clients who have 
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The issue surrounding Bill Clinton is 


| simple: if he is shown to have lied, even 
| just a bit, about his relationship with 


Monica Lewinsky, he should go: leader, 


| page 17; the law and the president, pages 
| 25-27; the fightback, page 35; Slick Vernon, 
page 40 
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Quid pro quo 


SiR—In the absence of a consen- 


sus on the Security Council - 
favouring the use of force, the 
stand-off between Iraq and the - 


UN Weapons inspectors remains 
intractable. The un has no fur- 
ther penalties to impose on Iraq 
for obstructing the inspectors, 
and the perception remains that 
America will never allow sanc- 
tions to be relaxed. The only way 


forward is to call the bluffs of 


both Iraq and America. 

If the weapons inspectors 
could complete their work in, 
say, six months, given full co- 


operation by Iraq, then the Secu- 


- rity Council should resolve to lift 


c all san ctions in six months, with 


— thecaveatthateach act ofnon-co- 
operation by Iraq will extend the 


. sanctions according to some 


.. fixed list of penalties. For exam- 


ple, one month for any delaying - 


tactic, six months for denying 
entrance to a site and 12 months 
for detaining the inspectors or 
their equipment. Then Unscom 
should aggressively pursue 


<> inspections to be sure that the 


deadline. does not pass before 
they complete their work. 

If Saddam Hussein is in fact 
. willing to exchange his remain- 
ing chemical and biological 
weapons for a guaranteed end to 
. sanctions, such a scheme might 


"bring about his co-operation. On 


the other hand, America can 
assume that Iraq will continue to 
misbehave and the sanctions 
will be extended forever. The 
advantage of this scheme is that 
the Security Council could. be 
unified behind a Ma direct 








response to. any Iraqi kk | 
trance instead of descending 
into the cycle of division and — 
confusion that now follows each 
ane HN | 


; London swan. mme nt 






"imituilly: dependent corporate 
.. sector, became common. 


Investments in most East 


Asian countries were conducted 


through. the. banking system 


oe Bn instead of bond markets, which 
v. demand more access to informa- 
- . tion on projects. Funnelling in- 
2 oo t vestments through banks that 


.the government line 


AY all owed. political considerations 





States and Britain, has manifestly _ 
failed in its overt objective:.it has 
served only to allow Saddam ~ 


Hussein to tighten his grip. With- 


out the sanctions, he would have 
“no credibility. i 


Dubai PETER GARSTIN 
TSA oS oa 


Fi values 


Sm—Although you cover aspects 


of proximate causes of the finan- 


cial crises afflicting East Asia, you 


fail to address a fundamental 


problem: poor governance. In a 
nutshell, most governments in 
the region have been engaged in 
"Confucian corporatism", which 
inhibited — the self-adjusting 
mechanisms of their economies, 
making them unable to adjust to 
external shocks. Apologists for 
this approach maintained that 
cronyism and one-party states 
were an outgrowth of so-called 
Asian values. 

Under these arrangements, 
accountability and transparency 
in politics and commerce were 
kept to a minimum. In turn, 
endemic ergo fed Ns a 
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C. E to. take precedence over risk 


- East Asia’ s. economies may be 


| viable, but it is a mistake to sug- 
gest that their "fundamentals" 
are sound. The answer lies in a 





fundamental change in political 
culture. Without it, the current 


crises will drag on well into the 


next millennium. 

Cleveland, — | 
Ohio CHRISTOPHER LINGLE 
ass ee het | 


UNfair 


SiR—In your article on the Unit- 
ed Nations and the failure of the 
United States to pay its assessed 
contributions (January 10th), vou 
state that: "This month the un, 
which has long raided its peace- 
keeping budget to pay its staff, 
moved on to its pension fund." 
This factually incorrect state- 
ment has given rise to concerns 
among active participants and 
beneficiaries of the United 
Nations joint Staff Pension Fund. 

The pension fund is an inde- 
pendent, inter-agency entity, 
with the un being one of its 20 
member organisations. Its assets 


are held separately from the. 


assets of the United Nations and 
may not be used to meet the staff 
costs, or any other costs, of its 
member organisations. You also 
say that the American holdings 
in the uN pension fund amount 
to 65% of the total assets. In fact, 
they amount to 42% of the total. 
RAYMOND GIERI 


Secretary 


UN Joint Staff 


New York Pension Fund 


—€—Á——Ó 


Sig—You shed light on the com- 
plexity and unfairness ofthe pre- 
sent scale of assessments of the 


UN regular budget, and illustrate 
why Japan considers them. in- 
equitable. The scale of assess- 
ments for 1998-2000 was calculat- - 
ed on the basis of a six-year. 
average of cp» data, from 1990to 
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1995, which put America's share. 
of the world economy at 26.2% 
and Japan's at 173%. After some 
adjustments (developed coun- 
tries shoulder the discounted 
part of developing countries’ 
contributions) Japan's assess- 
ment became 17.9% and that of 
the United States 25% (shielded 
by a 25% ceiling) For several 
years, some countries, including 

Japan, have challenged this 
methodology, suggesting the use 
of purchasing-power parity as a 
possible alternative. 

There is a growing disparity 
between status in the un and the 
financial burden of member 
states. This is particularly true of 
the five permanent members of 
the Security Council. At the time 
the un was created, their contri- 
butions amounted to 71% of the 
UN budget. The newly adopted 
scale will bring their share down 
to less than 40%. Excluding the 
United States, this would 
amount to a mere 13.7%, and yet 
the United States wishes to cut its 
contributions even more. This is 
a further departure from the 
principle of no taxation without 
representation. 

Kazuo WATANABE 
Permanent Mission 
of Japan to the uN 

-— A 


New York 


2030 vision 


Sig—The consequences of easy 
international access to technolo- 
gy, along with communication, 

transport, investment, education 

and so on, will result in a rapid 

levelling of economic and mili- 
tary value per person in develop- 

ing countries ("A geopolitical 

detective story”, January 3rd). 

This will allow China and India, 

with their huge populations, to 

dominate the world. 

The acquisition of nuclear 
weapons by all major powers 
nullifies their effect; and a level- 
ling of technological advantage 
means that the ability to project 
power will depend on the prod- 
uct of the size of population and 
the willingness to risk it. Increas- 
ingly “soft” western countries, 
diminished in population, will 


-soon be unable to impose their 


wills or protect their interests. 
The future will belong at least 
to China, and possibly to India, 
world uni- 
“nation” before 7 












c. £80,000 salary 
plus benefits 


World Energy Council 


CONSEIL MONDIAL DE L'ENERGIE 


ecretary General 


The World Energy Council is the pre-eminent non-governmental global forum for promoting the sustainable supply and i 
|. of all forms of energy. Its publications, policy statements and advice are influential and well regarded. it has Member ^. 
Committees in some 100 countries and works closely with many other international and regional organisations and agencies. —— 
The impending retirement of lan Lindsay, the current Secretary General, has created the need to identify a successor who will : 
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Establish close and effective relationships with a broad range of 

Government, industry and regulatory bodies to ensure that 
accurate, relevant and incisive policies and information are 
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issues from disparate views, gain agreement and then articulate 
these clearly and convincing y. 


Full management accountability for ali staff, administrative and 
budgetary matters. Play the lead role in the planning and 
organisation of the tri-annual WEC Congress which brings 
together key opinion formers and practitioners in the energy field. 


Energy and enthusiasm. High integrity and intellectual breadth. 
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Language skills, particularly in English and French and a willingness 
to travel extensively. 
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51 mply to achieve a counter-bal- 
- ancing population. 
Lexington, 


Mirari rra eaae 


SiR—The two greatest powers to 
emerge in the past 500 years, the 
British Empire in 1750-1914 and 
the modern-day United States, 
are classic examples of popula- 


prise and individualism. Gov- 
ernment and its machinery 
played a minor supporting rele. 
If China, Japan or the assorted 
despots of the Muslim world are 
ever to challenge the Uniied 
. ‘States for supremacy, they will 
. ; have to take a long hard look at 
.. their endemically weak societies 
|  ofsilent conformists. 

© The bubble societies of Asia, 
ahd the failure of the Muslim 
world to achieve even middling 
levels of prosperity, show that 
economic development is unsus- 
‘tainable without a shift in peo- 
ples mindsets and in social 





thése countries are brought up to 
fear God and government, and 
skeep their mouths shut, the con- 
tinued supremacy of the United 
States is assured. 
Toronto 


———— 


the past two centuries offers an 
answer: only- if China projects 
naval power into the Pacific. 

It is tempting to compare the 


when Britain was the sole super- 














: t fleet after 1900, Britain = 


i 1- Sik-Your enthusiasm for little — 
- countries (January. 3rd ) neglects - 






: in oil-rich Siberia or central Asia, 


Japan, South America and others E 


‘Massachusetts J. RICHARD VCE 


tions driven by the spirit of enter-. 


| structures. $ Solong as childrerin | 


SiR—The | 

| . wanted Italy to join his Europe, 
— Sig—Will the riseofChina TN | 

en world peace? The history of 


present era with the I9th century, 


© power. After 1860 Britain stood. 
, aside while Bismarck enlaned ` 
ud might s 
` “cuss certain. 


assembled his potent Highs Sens l 












a Should China seek co quest 


ia, ofthe Iran-Iraq war of the 1980s. 
But if China threatens the island- 


nations on its periphery, particu- 
larly Japan, America would prob- 
ably | respond. 






Colonial 


SIR—Your map of the British 
Empire in 1897 (December 20th) 
erroneously grants. indepen- 
dence to Canada's maritime 


provinces, as well as Newfound- - 


land, which remained a British 


colony. It did not join the rest of | 


Canada until 1949. 


Long Beach, | 


California RUSSELL CLAMPITT 
Si&—Malta, which you omit, is 


still a member of the Common- 
wealth, having been a British 


_ colony for many years. As such, it 


played a crucial role during the 
second world war because of its 
strategic location at the heart of 


the Mediterranean. 
Shema, ANGELICA 
Malta MICALLEF TRIGONA 


VAI er e mm eet Semis e etr erae alan PAR SES AR ta t rar nu A 


Faith, hope and Italy 
 MAYUKH DHAR | i | 


-real Charlemagne 


and managed to reach that goal, 
The Economist's - 











ter than The Economist's? 
As for Fathers. coh ; and Prodi, 





PAOLO GALLI 
Ambassador of Italy 
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Smali, smaller; smallest 


ne big points. Small states are 


much more vulnerable to envi- 
- ronmental disasters: many of 
them would disappear if the sea 


h- ‘level r rose : "ode 
ion imagine the impact of a Cher- touri 


 nobyktype meltdown in Latvia ec 


with force, 
resulting in a majo war 
. Fountain Valley, — | | 
. California. T. A. Hebrandidtatn T 
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Charlemagne 
(“Prodi’s prayer”, January 24th}is - 
not so sure, but has to acknowl- 
edge (reluctantly) Italy's impres- 
Sive progress towards that aim. 

Did the real Charlemagne under- 
Stand the importance of Italy bet- 


times hotly dis- 
n T questions of liturgy. 

r After all, they. are abbots of two 
_ different minsters. But they share 
|. the same basic beliefs about 
e Europe. And this is what really 
|. matters. 


a: metre Or tw 





or Georgia. They are also more at 
the mercy of big transnational 


firms whose revenues already 
exceed the GDrs of many of the 
d smaller states. . 


.À world of Icelands and Lux- 
embourgs would | empower un- 
Corporations | against 
democratic (or, for that matter, 
non-democratic) governments. If 
we had had a world of small 
states since the beginning of this 
century it is doubtful whether we 
would now have computers, 
satellites, close-up pictures of the 
planets, or a global civil-aviation 
industry, all of which have grown 
out of the interests, actions and 
resources of big states. True, on 
this logic we would also not have 
nuclear weapons. But it is 
notable that you do not extend 
your enthusiasm for fragmenta- 
tion to the United States. To do so 
would undermine the position 
that underlies much of your 
newspaper's. perspective: that it 
is the weight and power of the 
United States that has created 
and maintained the liberal 
world order about which you so 
frequently enthuse. - 

London BARRY BUZAN 


Sig—Án important distinction 
should be drawn between small 
States and micro-states. Small 


states (or more accurately, small - 
| nation-states) include modern. 
-City states, free ports, principali- 
ties and island states (Malta, the 
Channel Islands, Iceland and so 
on) In sharp contrast are micro- 


states, a direct result ofthe appli- 


cation of. Woodrow Wilson's 


Fourteen Points and the princi- 


pleofself-determination. 


Thesources of sovereign legiti- 
macy. in nation-states, large or 


small, are not obvious in micro- 
states. They generally lack infra- 


structure, diversified natural 
resourcesor even nominal defen- 


sive abilities. In a jurisprudential - 


context, microstates are not, 
properly speaking, countries at 
all: imperial devolution has sim- 
ply vested former colonial enti- 


tieswith sovereign rights without 


regard to their ability to fulfil sov- 
ereign duties. Micro-states have 
uniformly leveraged these rights 
by transforming themselves into 
tax-havens. - 

Nonetheless, micro-states are 
in essence selling (or at least leas- 
ing) sovereignty because Dey. 









without externalities, and is. not, 
as you conclude, a market “free- 
dom". Rather, it is a concern for 
countries seeking to combat 
money-laundering. It also un- 
dermines important legal princi- 
ples and subverts legitimate sov- 
ereign interests of nation-states. 

New York DANIEL ORLOW 


Sig—In the Pacific we are used to 
Europeans ignoring us. You omit 
from your list Micronesia (with à 
population of 109,200), Marshall 
Islands (55,600) and Palau 
(18,000). Even if we argue over the 
definition of country, we should 
at least include Micronesia. 

Auckland COLIN WARD 


Mutual feelings 


StR—You state (January 3rd) that 
there is in fact no word in Ger- 
man for “demutualisation”. This 
is just as well: can you imagine 
how long it would be? 

Taipei MICHAEL BOYDEN 


To the rescue 


Sig—The Economist is known as 
a high-quality publication. Such, 


I can confirm, it is. During a- 


recent solo ascent ofa volcano in 
El Salvador, I fell and was left 
stranded with a compound frac- 
ture of my left leg. To support my 
leg so I could crawl for help, | 

looked around for suitable mate- 
rials. Ten minutes later I set off 
with my lower leg surrounded by 
two sticks, part of a cactus and a 
copy of your magazine that I had 
been carrying with me. | 

When 1 was rescued several 

hours later, the sticks and the cac- 
tus had succumbed to the rain 


and wearand tear. Only the mag- 


azine did not need replacing. 


 Tunbridge Wells, 


Kent BILL ROGERS 


SiR—Let me add to your report of 
eastern Canada's ice storm (Janu- 


ary 17th). Without heat, and with 


oil and wood rare commodities, 
my family was kept going by The 
Economist: we took our entire 
1993 and 1994 collections and, - 


albeit sadly, burned them. 
Lachine, mE 
Qreher - GE GuiNDON , 
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managerial ability Sib wih an understanding x of the special 
character and functions of a university press; a sound understanding 
of finance and financial management; strong strategic and ^ 
organisational skills; an understanding. of trading in intellectual |. ]. 
property; leadership: skills; and credibility with senior academics. 
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e/she will have considerable commercial and TAR 
ME (S ADVERTISED RECRUITMENT AND CONSULTANCY 
& PRACTICE WITHIN SAXTON BAMPFYLDE INTERNATIONAL ELS 





The closing date: for applications i is 24 February. 1998. 





The University is an Equal Opportunity Employer. 






LYST-HEALTH —— 


[he New Zealand Treasury i is the principal economic. We can offer: 
and financial advisor to the Government of New e the opportunity. to work ina an environment NT 
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|" Analyst - Health to a newly created position within our management and governance 
- Social Policy Branch. > e the opportunity to develop skills and expertise 
~ This position is based in Wellington, New Zealand’s wal ane ace on ae, Pae ee and- 
will enha our career development 
capital city, financial centre and seat of Government. * the opportunity to make a significant contributioi a 





Wellington is a scenic harbour city and offers.a wide at forefront thinking in health policy and the 


- variety of cultural, academic, sporog, family, and governance of health institutions 
leisure activities. | * a competitive remuneration package, flexibility 
>i You will: | in working arrangements and negotiable terms of. 
d MEM NENNEN ° work with a small team of analysts on strategic appointment | 
; Opportunity, policy issues facing the health sector e the opportunity for collaborative research and 
P A * manage a policy-oriented research programme teaching at Victoria University of Wellington through 
and a smoke-free * prepare advice to the. Government on policy the Health Services Research Centre (institute of : 
| options for the longer term development of the Policy Studies) and/or the Public Policy programme 
NE health sector. at the Graduate School of Business and Government 
Work environment. Management. 


You will have: — 
. * an advanced degree in Economics or related fields 
| e substantial research experience, including managing Resources and Recruitment Advisor on 64-4-471 511 1, 
| research programmes - (email: diana.mcalpine@treasury.govt.nz). 
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overseas aid program, whick promotes sustainable 


development in developing countries, u 








Senior Executive 
Band 1 Positions 


Assistant 


Director General 


(Two positions) 


CENTRAL OFFICE CANBERRA 


and analvtical capabilities. A sound understanding of important international and 
domestic econornic, political and development cooperation issues is desirable. 


the management of a particular program or activity as well as participating in 


-prepared to undertake short-term overseas assignments as well as undertake a two 
year posting to Port Moresby if required. E | 
ASSISTANT DIRECTOR GE NERAL 

AFRICA AND HUMANITARIAN RELIEF BRANCH 

As head of the Africa and Humanitarian Relief Branch the successful applicant will 
advise the Minister and AusAID%s Senior Executive on Australia’s overseas 
development cooperation programs to Africa and the Middle East. He or she will 
~ manage humanitarian and emergency relief programs and will also develop the 
_ involvement of non-government and community-based organisations in the 
official development cooperation pregram. 


ASSISTANT DIRECTOR GENERAL 
- CORPORATE POLICY AND SOUTH ASIA BRANCH 


. As head of the Corporate Policy and South Asia Branch, the successful applicant 
. will advise the Minister and AusAID's Senior Executive on Australia’s overseas 
. development cooperation to South Asia. He or she will be responsible for AusAID's 
. corporate planning and budget, policy development and public affairs activities. 


Remuneration 








>? Salary for these positions will be atound A$81,000 per annum, 
. The successful applicants for these- positions will also be eligible to receive a 
comprehensive Australian Public Service conditions package which includes four 
- weeks annual leave, cumulative sick leave and a contributory superannuation scheme. 
. The remuneration package incluses non-salary benefits such: as employer 
. Superannuation contributions, a fully maintained private-plated vehicle for a minimal 
~ contribution, parking facilities, and fringe benefits tax. Applicants are advised that no 
part of the non-salary component of the package can be converted to salary. 
Applications addressing the selection criteria must state qualifications, experience 
and include the names, addresses and contact phone numbers. of two referees. 
The selection. criteria can be obtained by calling à 24 hour answering machine 
(9061262064019. 0 | 
Applications should be submitted bysFriday 27 February to: 





Enquiries - 
-W after receiving the selection decumentation you require further information on 
© these positions, please contact Deborah Stokes on 61 2 6206 4003, 


General information regarding A SAJD can be obtained from the Internet on 
hepf/ewwausidgovau = | 





be eligible for these positions, applicants must either be Australian citizens 
‘or have p ent resident status and have applied or intend to apply for 
ustralian citizens pp 





















Y EMPLOYER AND HAS A 


| | RK ENVIRONMENT. 
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. | INTERNATIONAL LABOUR ORGANIZATION, TURIN (ITALY) 


AusAID is looking to fill two key positions at its Senior Executive Band 1 level. : 

Applicants for these positions must bave strong policy, corporate management and | 

interpersonal skills, demonstrated leadership qualities as well as strong conceptual ©. 
As head of a branch, the successful applicants will have primary responsibility for. 


— various AusAID corporate committees, All officers at the SES Band 1 level must be - | 









THE INTERNATIONAL TRAINING CENTRE OF THE 







seeks a 
Chief, Project Design Unit 


| This position is aimed to strengthen the Centre's capacity to widen and diversify |: 
its sources of funding and, in particular, to tap opportunities arising from 
international competitive bidding related to human resources development 
projects.. | 













| The Chief of the Project Design Unit is responsible to lead the process of skill į 

development of Regional and Technical Programme teams in the field of: s 
(a) identifying bidding opportunities in projects funded by the European Union, 

| _ International Development Banks, the UN System and new partners; : 

| (b) preparing proposals and bids which comply with international standards. 








| Qualifications required: (1) Advanced university degree in social science, 
economic development, human resource development or other related field. |. 
(2) At least seven years of progressive responsible professional experience in the f 
field. of human resources development of which at least three years in $ 
international competitive bidding, including experience with the ILO, the UN 
System, the European Union or Development Banks. (3) Specific experience in | 
| design and negotiation of technical co-operation or training projects financed by |. 
| international financial institutions, (4) Field experience is desirable. (5) Experience I 
in the design and operation of data bases and management information systems, | 
an advantage. (6) Full command of English, including the ability to draft concisely | 
| and clearly. Working knowledge of French and/or Spanish. Proficiency in Italian, f| 
Arabic, Russian, an advantage. — : 














The position carries the P4 grade in the UN grading structure. Tax-free salary and i 
other benefits of the international civil service. Duty station: Turin, Italy. | 


| Please send detailed CV (quoting reference 4/98) not later than 28 February 1998 1 
to: Personnel Office, International Training Centre of the ILO, 125, Corso Unitá | 
d'Italia, 10127 TURIN, Italy - FAX n: 39 11 6936.699, 


The ILO is an equal opportunity employer. Acknowledgement will only be sent to q 
short-listed candidates. l 2 










Based in a major German city, we are one of the world's leading — 
international financial services companies. Tradition, market presence 
and dynamic growth are factors which continuously bring us into the 
focus of public interest. With a major responsibility for our employees, 
shareholders and customers, we are actively engaged in the general 
social discourse. In this challenging and often sensitive context we are 
l looking fora competent P" ir P ux E OEC nd d nm 













You will be responsible for promoting communication in the field of ` 
company history, social politics, environmental issues and the 
economy. Supported by a team of six highly qualified colleagues, you 

| will coordinate publications, political ghostwriting, crisis management, 
sponsoring and special events. | 






As a highly qualified communicator with international experience, you ~ 
have an excellent command of English, German and preferably one ` 
other foreign language. Further, you have extensive know-how in 
dealing with sensitive and sophisticated issues concerning socíal 
politics. You are practised in crisis management, determined in 
achieving your goals and you have diplomatic skills. Your personality 
enables you to objectively communicate with different social target 
groups by being aware of the impact your statements have both locally 
and internationally. You are of a winning nature, have managerial 
experience, know how to motivate people and you are steady in your 
opinions and highly committed to your statements. 













We offer you an international, sophisticated working atmosphere with 
many interesting contacts. If you are interested in a position which . | 
offers responsibility in decision-making, please contact our consultant: f 








GK Unternehmens- und Personalberatung, - 
RiisterstraBe 1.60325 Frankfurt/Main (Germany). 








For advance information please feel free to call Gabriele Kaminski or : : 
Christian Lócker at Tel. No, 0 49 69/97 12 7070. = > | 

















ACTIONAID is. 
| dedicated to 





can be sul educed and ultimately 
eradicated concerted action. objectives. | 












ACTIONAID 
moral imperativ 


equals And aw 





same rights, to remedy 

ipe the poor. ACTIONAID 

at, in partnership with those for whom it acts, 
partiality in a spirit of honesty and devolution 


e poor and effectively challenge at all levels and 
















currently runs development programmes in 24 countries around 
the: globe. Its: initiatives range from education and training to 
provision of essential services and improved healthcare, savings and 
credit schemes to HIV/AIDS awareness programmes, advocacy and 


influencing to emergency preparedness and response. It has 








Bringing a better world closer 


J 
nd work arises out of the — | f 
uires all human beings, as MT IONAID 


; the structures, systems and policies which perpetuate | 


Londo! 
step down in May, having successfully completed his ter 
The Director will have full accountability for the 

direction and internal organisation 
so as to enable it to achieve its corpora 
















The new Director will be respo 
effectiveness and quality of prog 
direction, particularly with a. X 
ACTIONAID's profile in pol 
social, political and economic; contact and i 
government, the press, international agen 

financial, marketing and managerial integrity 
Candidates will need excellent leadership, manage 

and communication skills. Experience in an inter 
cultural organisation alongside understanding of 
ACTIONAID operates is essential. Candidates will be 
to establish credibility with both external and internal audi 
To express your interest in this appointment please forward, in 
strict confidence, a fall CV providing your career history, relevant 
achievements, latest remuneration, correspondence address = 
and, for use with discretion, a daytime telephone number 












ecently moved towards a more regionalised structure in order to 
ensure the ongoing success of its work with maximum impact. 

— - ACTIONAID has a current annual budget of £47 million 
and employs approaching 2500 staff. | 









— .. The International Planned Parenthood Federation (IPPF), the 

. " world's leading private organisation in the field of 
Reproductive Health, including family planning, has a vacancy 
for a Regional Director for its Arab World region. 


Based in Tunis on a fixed term contract, the Regional Director will be the 
Chief Executive Officer.for the Region acting as the representative of the 
Secretary General, of the Federation, headquartered in London. 

The successful candidate will be expected to facilitate and promote the work 
of the Federation, develop and maintain relations not only in the Region 
but with other international organisations both governmental and 
non-governmental. In addition, the Regional Director will provide leadership 
and supervision of a team of Regional staff and be responsible for their 
management and development. He/she will consult and communicate on a 
continuing basis with appropriate Regional Volunteers. 


The successful candidate will use his/her leadership skills to encourage 
the 15 member associations of the Region in evolving or refining their role 
within the local environment and wil! be at ease in establishing good 
human relationships with a broad range of Volunteers. 








o to Anthony Saxton’ “ref. ADWB/E), Saxton Bamplylde mu 





ADVERTISED RECRUITMENT AND CONSULTANCY 
A PRACTICE WITHIN SAXTON BAMPFYLDE INTERNATIONAL p" 


|." The Board of Trustees now seeks to appoint a new f 
|.» Director to take over from Dr John Batten who will $ 


irector - 
Re gi On 







International ple, PO Box 198, Guildford, GU1 4FH 
(fax: 01483 30 30.29, E-mail: actionaid@saxbam.co.uk) ..— 
to arrive no later than 20 February 1998. We will DE 
contact you by 14 March. P 

















He/she will be expected to ‘ravel frequently | 
Arabic and English, and pre'erence will be gi 
French, both written and Spoken, and have 
experience of working in the Arab World Region. 


health sciences, and/or public administratic 
recognised university togecher with ten yea 
planning, health care or related fields with prove 


Salary is negotiable starting from $80,000 per 
qualifications and experience. 


Applications should be sent to Secretary Gener 
inner Circle, Regents Park, London NW1 4NS U 


Closing date: 21 February 1998. 


As we anticipate a large response, we fegret 0 
will be acknowledged. 


IPPF is an equal opportunities employer. 



















The Inter-American Development Bank, 


the largest regional multilateral development institution, 
based in Washington, DC, USA, invites the submission of 
resumes to maintain for consideration, in anticipation 
of vacancies in the fields of: 


To provide technical expertise to Bank clients i in the areas of: 





institutional strengthening for the education sector 
(Education Specialist positions); b) health policy analysis, 
health economics and financing, institutional strengthening, 
health systems planning and management, implementation 


positions). 














d Princi pal Functions: 





| health policies and practices, including: a) sectoral analyses, 
such as education/health finance, reform of education/health 
institutions {central and local levels), economic analysis of the 
-education/health sector investments, and evaluation of 
education/health area intervention; b) conceptualisation of 
: demand-and-supply-side constraints. and possibilities in the 
| education/health sector and corresponding interventions; c) 
design of poliey reforms and technical assistance programs to 
| effect institutional and pelicy changes; d) implementation 
-and evaluation of project activities, with a focus on policy 
reform and institutional change; and e) policy. dialogue; 2) 
Lead and participate in the formulation of non-lending 
activities to innovate as well as to support the programming 
strategy in the education and health sectors; 3) Lead or 
participate in operational missions to prepare Bank loans or 
technical operons or to 'supervise existing operations. 


; Require ents: 
Education: Goran diperialist) Master's eres in 


-| Education, Economics, Public/Social policy, Economics of 
| Education, Educational planning, or related field. (Ph.D. 


| related field. (Ph.D. preferred or M.D.) Studies in more than 
| one of these areas are desirable for both types of position. 


Experience: At least five years of relevant professional 

, experience, preferably in Latin America and the Caribbean, 

| with a minimum of. three years of international level 
-experience.. 


<: Languages: Proficiency. in English and i Spanish (both 
-| written and spoken); working knowledge of Portuguese and 
| French preferred. Interested applicants should send cover 
[letter and resume (n duplicate), including salary history, to 


"Inter-American Development Bank, Stop E0507 






an a staff t to accept HERE M. in 









acknowledged. The IDB Senna gender equality in its 
: hiring practices. 















Education Specialists/Health Specialists | 





a) educational policy and reform, education policy 
implementation and evaluation, financing of education, and. 


and evaluation of health reforms. (Health Specialist | 





. 3) Work to ensure Bank operations reflect sicud education or- 





- preferred). (Health Specialist) Master's degree i in Economics, | 
Public/Social Policy, Health Economics, Public Health, or 


oth cour eyo offices and headquarters. Only applications which | 
jest match the requirements of the position will be 


: Applications w will not be acknowledged: only applicants to. be interviewed will be contacted e 





. THE INTERNATIONAL TRAINING CENTRE OF THE 
INTERNATIONAL LABOUR ORGANIZATION, TURIN (ITALY) 


seeks a 


Senior Programme Officer for the Co-ordination Training 
of the United Nations Staff College Project 


> The UN Staff College Project (UNSCP) is one of the main programmes managed by the 


` International Training Centre of the International Labour Organization. One of the clusters of 
the UNSCP dedicates its activities to training in the area of co-ordination. Its activities include: 
_ a) field co-ordination for senior UN representatives, with both Turin-based and national follow- 


y n Loup workshops; b) orientation and induction workshops for newly recruited UN personnel; c) ad- 
F hoc courses-in selected areas (e.g. negotiation skills, communication, media relations and - 
- presentation skills). 


The Senior Programme Officer would essentially cover * the development and delivery of co- 
ordination training activities, both in Turin arid in the field; * the design and management of 

- individual courses and workshops and their budgeting; * the design, production and distribution 
of relevant training activities; * the preparation of training needs assessment questionnaires, 
evaluation questionnaires, and other reports; and * the preparation of new training proposals for 
submission to interested donors. 


Qualifications required: (1) University degree in social sciences (e. £. development studies, 
development management, international relations) with specialization in training, adult 
education or human resources development. (2) At least seven years of progressive responsible 
experience, of which at lenst three at the international level as a professional trainer in the area | 
of human resources development, international training or adult education in developing : 

countries. (3) Knowledge of the UN System, its ‘inter-agency co-ordination activities and 
mandates through participation in the implementation of technical. co-operation projects. f 
(4) Familiarity with UN Programme instruments/tools, a strong asset. (5) Experience in utilizing -f 
computers; ability to work in a team, including establishing and maintaining effective working ` l 
relations with people of different nationalities and cultural backgrounds; good negotiating skills. 

(6) Fluency in English and French. Working knowledge of other UN languages, a strong asset. 


The position carries the P.4 grade in the UN grading structure. Tax-free salary and other benefits - 
of the international civil service. Duty station: Turin, Italy, 


Please send detailed CV (quoting reference 1/98) not later than 28 February 1998 to: Personnel 
Office, International Training Centre of the ILO, 125, Corso Unitá d'Italia, 10127 TURIN, . 
italy - FAX n: (+39 113 6936,699, 


The 1LO is an equal opportunity employer. Acknowledgement will only be sent to short- 
listed candidates, 




























Senior Advisor - F inanciál Sector Development. 


Central and Eastern Europe and the Former Soviet Union l 





The Department of Treasury i i8 competitively recruiting for an individual to serve as Senior į 
Advisor, Financial Institutions, for its. program to promote the development, and | 
international integration, of the banking sectors of thé economies of countries of Eastern f 
Europe and the Former Soviet Union. : 


The Senior Advisor develops placements for lied to governmental officials in ae : 
region; help recruit advisors; monitors and support them; and assesses their work. He or]. 
she should have a deep and broad knowledge of international best practice in banking and | ^ 
bank regulation, with special emphasis on how to effect reform of banking systems, that do | ; 
not meet Western Standards, in a challenging political environment. 1 


The position is based in Budapest, Hungary; it requires extensive travel throughout the’ 
region and frequent contact with high level officials of the in-region Governments. The: 
work is carried out in close cooperation with multilateral development banks - the World ] 
Bank, the IMF, and the EBRD - other multilateral and bilateral donors, and in-country ] 
US. AID and US embassy officials. 3 


Qualifications: Candidates should possess at least ten years of relevant experience at a 
senior level in dealing with the reform of banking systems, banking insolvencies, and. 
banking crises. An ideal background would be in- -region experience at both policy and. 
operational levels with the World Bank, the International Monetary Fünd, the Treasury, or 


- other such organizations, and/or policy and operational experience with the Resolution 
- Trust Corporation, the FDIC, or other U.S. bank regulatory agencies. In-region language | 


skills are not required, but would be an advantage. U.S. citizenship is required. 


- Salary and Benefits: Salaries are negotiable to a maximum amount set for a GS-15, step 


10 ($94,287), except that successful candidates with more than 15 years experience and. 
with demonstrated. management experience may qualify for wage equivalents to the 
maximum of an SES-6 ($118,400). Salaries will be negotiated in accordance with program. 
regulations, and be based on demonstrated salary history, not to exceed the maximum |: 
indicated. Successful applicants will be. sad to a background investigation at a l^ 
appropriate level. B 


For further information, contact: Dean Ergenbright a at 202-62 2- 5043. 
To apply send resume with cover letter, and/or SF-171 or OF-612, within 14 days of the 
appearance of this notice, to: E 
U.S. Department of Treasury 
"Procurement Services Division 
- ATTN: FIT/DE 
1500 Pennsylvania Ave, NW 
Room 1310 G Street, Suite 400 East 
Washington, D.C. 20220. 





The hd S. Government i isan 




























































The compensation package includes a competitive salary and full banking 
benefits. 














plications i in writing with full curriculum vitae, ‘should be sent to 
Lewis, Assistant Director — Personnel, Schroder Investment 
a nagement Limited, 33 Gutter Lane, London EC2V BAS. 




















(AFRICAN MANAGEMENT SERVICES COMPANY 
AMSTERDAM 































\MSCO provides public and svate ‘African companies 
. with management support and management training. Its 
shareholders include the African Development Bank, 
“International Finance Corporation, and a number of major 
~ development organisations and multi- national corporations. 










We seek a well rounded, experienced executive with strong - 
"financial and commercíal skills, who has in-depth | 
familiarity with Africa. Candidates must have had full profit 
-and loss responsibility for a business or banking activity. 
Exposure to multi-lateral organisations including donor 

agencies would be useful Candidates must have the 

interpersonal skills needed to work effectively in a cross 
"border, multi-cultural environment, and to effectively 
: manage shareholder and board relationships. They must be 
: willing to travel and preferably be bilingual in French and 
English. 



























. Salary is tax frec. 


Niller Laake 


> ADVERTISING — 


Please reply with full cv to Ref: 
CE/7850, Miller Leake Advertising, 
50 Harvey Road, r 
Hants GU14 9TW, UK. 





| vocational training and integration c of the disabled population. into the communi 


“Prevention and Early intervention Consultant (8 months over 5 year period). 


| Educational Integration Consultant (8: months over 5 year period). Provit 


| assessment of current community programmes and training in new approaches; assist |. - 


Public Standards and Awareness Consultant (8 months over 5 year period). Provide z & 


The United Nations Office for Project Services (UNOPS) is seeking to. fil 
short- and longer-term positions "or the implementation of a far-reachin 
programme for the Social Security Fund (SSF) of a North African Count 
sub-components of the programme is directed towards improving the services 
for the disabled people. In particular, it focuses on the rehabilitation; e 











main elements include: 





° designing and implementig an approved, revised organizational structure and : 
procedures (including: administration, financial management, and personher EE 


procedures) doe 

. implementing a new programme in areas of prevention, community based _ is 
rehabilitation, vocational. rehabilitation, public education, and appropriate de 
technology 


* preparing and monitoring: tiiairiewa plans : 

. conducting research and documentation on the disability needs 

. assessing the equipment provision for disabled persons 

. training and upgrading the. skills of staff at each level of the —— 


The following positions are available. Interested candidates must have proven ability E 
transfer skills to national counterparts. ae 


Disability Programmes Expert {DPE). Under the direct supervision of the UNOPS and 
in close collaboration with the Board of Directors of the SSF, the DPE will: 
responsible for leading a team: ef international experts and counterparts. in the desig 
and implementation of the progremme. outlined above. He/she will also assist the B 
of Directors in developing a strategic vision for the disability. component of the SSi 
Qualifications: advanced degree in Rehabilitation. Management and at feast 15: yea 
experience in related field; demonstrated qualities of Made and padigemgnl skills 
in multi-cultural environments. - Pe Se 











Training of Trainers Expert Under the direct supervision of the. DPE, he/she D. 
conduct a training needs analysis for the. SSF; develop and implement. à trai 
programme and an upgraded internat educational programme; conduct Trainin 
Trainers courses; assist the SSF in the establishment of a National Disability.C 
assist in the development of local training courses. and convening national training 
seminars. 

Qualifications: advanced degree in Education and at least 10 years of adult training 
experience. 


Rehabilitation Technology and Equipment Expert Under the direct supervision. of 
the DPE, he/she will analyze. the current néeds for rehabilitation, educational: at 
assistive equipment for the SS* Centers and clients; specify: equipment needs ari 
provide training in their use; assist in the development of regional equipment cehters 
and the identification and training of manufacturers of rehabilitation equipment. — 
Qualifications advanced degree specializing in rehabilitation technology and at least 10 
years of related experience. 















Information and Documentation Expert tinder the. direct supervision of. the 
he/she will develop mathodolegies for assessing disability needs, capacities. and 
resources and implement.a national study: assemble and catalogue. information: 
disability programmes; assist in establishing a SSF. il in research and evaluation and 
in the evaluation and disseminaton of information. 
Qualifications: advanced degree in information. Systems or at least 15 years of related 
experience; knowledge of computer. databases. — E 











Provide assessment of current srogrammes and training in techniques to counterpart 
staff, assist in planning new programmes, develop. training material a referencé 
manual. D 


Vocational Training and. Employment. Consultant (8 months over 5 year per iod). 
Provide assessment of current vocational training programmes and training in new 
approaches; assist in planning. naw programmes; ‘develop Ealing material, 










assessment of current educational programmes and training in new. approaches: assist 
in planning new programmes; develop training. material, 


Community Based Rehabilitat: on Consultant. (8 months over 5 year posant Provide ES 














in. planning new programmes; develop training material. 








assessment of current legislation and guidelines. for disability programmes. and. pre 
accessibility; assist in planning rew public awareness programmes. E i 








Information and Evaluation Consultant: (6 months over 2 year period). Provide 
assistance in documenting. pilot programme effectiveness and efficiency; develop. 23 
training materíal. & 

















Duration: one year with possibility of renewal (unless indicated otherwise) 
Languages: English required, Arabic an asset acp 
Additional skills: experience in and knowledge of the Arab region is highly desirable < 


While we are especially seeking qualified individuals to fill these positions, firms ani 
organizations are also invited to submit candidates for some, or all, posts. 





Applications must be received na later than 17 February 1998 at the following adar 


United Natior's Office for Project Services 
Division for WAASE 

220 East.42nd Street, 14th Floor 
NewYork, NY 10017 USA 

Fax: (212) 966-6501 

E-mail: denisew@unops.org 






Editor, Strategic Comments 


The International Institute for Strategic Studies (IISS) in 
London is to appoint a senior member of staff to serve 
principally as Editor of Strategic Comments, its regular 
briefing series on strategic and international affairs. Can- 
didates must have a broad and deep knowledge of 
international affairs gained through their own research and 
writing and/or wide-ranging direct policy experience. The 
Editor of Strategic Comments is responsible for commis- 
sioning and editing contributions, marketing the product, 
and negotiating the syndication of its contents in the inter- 
national press. Recognised expertise in some area of the 
Institute’s work is essential, as is analytical rigour and a an 
eye for detail. The post is open from 1 April igo: 
























The successful candidate will report to the Director; and 
may carry out other research and management functions. 
The position offers a highty competitive salary and benefits 
| package. Applications, censisting of a curriculum vitae, a 
| covering letter and names of referees, should be sent by fax 
or letter only to: Dr John Chipman, Director, IISS, 23 Tavis- 
tock Street, London WC2E 7NQ, UK. Closing date for 
applications: Monday 16 February 1998. 


http:www.isn.ethz.chViss 








AL 


EE 


International Alert exists to promote conciliation and the 
resolution of conflict im order to reduce suffering and 
poverty. It is an independent non-governmental organisation 
| registered as a UK charity. With a Secretariat based in 
. London, IA undertakes regional peace building programmes, 
at present in parts of Africa, the Former Soviet Union and Sri 


Lanka, and lobbies governments and inter-governmental ; 
organisations on policies for peace. 


_As an organisation committed to the promotion of humiati 
rights, all of IA’s work is guided by the principles of justice 
and impartiality and the right to freedom from violence. 


With the approaching completion of exceptional service by 
Dr. Kumar Rupesinghe as Secretary. General, the Trustees of 
IA wish to appoint his successor. The successful candidate 
: will need to be a strong ieader as well as a team player, an 
| excellent, communicator, capable of achieving access to 
decision makers at seniordevels and be able to formulate and 
implement a clear strategic vision. Candidates will need to 
be people of unquestioned credibility, flair and dynamism 
and already working ata senior level in conflict resolution or 
-arelatedfield. ——— — 


An appropriate remuneration package is offered, meuding 
allowances for non UK residents. a 


: For more t detaili; Serna S contact Sue vata, on (fax) 


NTERNATION 























































or write to 1 Gh n don SEIL SHT, UK. 
Deadlines for applicat th March 1998. — 
International Alert i is an equal o portunities employer. - 






















TRADE AND DEVELOPMENT (UNCTAD} 





















Resident Senior Legal Advisor - 


(International economic law) 


Georgian-European Policy and Legal Advice Centre 


GTZ has an immediate opening for a long-term Senior Legal Advisor in Tblisi, 
Georgia, for a 16-months term, with the option of extension for another 18 
months. 

The Senior Legal Advisor will act as Team Leader Legal Policy Team of the ne- 
wly established EU-funded Georgian-European Policy and Legal Advice Centre. 
As head of a international team of legal experts the advisor will provide high le- 
vel advice to the Georgian Presidential Investment Commission, The Parlia- 
mentary Committee for Constitutional and Legal Affairs and Rule of Law and 
other government institutions on the approximation of Georgia's economic legi- 
siation to EU laws and regulations and assist the WTO accession process. The 
advisor will be involved in the formulation of legal (including legislative) con- 
cepts, drafts as well as evaluations and amendments thereof. 

Required qualifications: 

Law degree; thorough expertise and ten years highly responsible legal experien- 
cein international and european economic law; knowledge of economies in tran- 
sition;substantial experience in trade legislation and policy, legislative procedures 
and legal drafting; excellent written, presentation, and communication skills in 
English along with demonstrated experience in leading cross-cultural teams in- 
volving complex consulting tasks; knowledge of WTO/GATT regulations desirable. 
GTZ (Deutsche Gesellschaft für Technische Zusammenarbeit) GmbH opera- 
tes globally on behalf of the Government of the Federal Republic of Germany 
as well as other governments and donors, assisting and advising on the im- 
plementation of technical and organisational assistance projects in transfor- 
mation and developing countries. 















































Please send detailed resume, work ex- 
perience credentials and references to 





Mr Bernhard Abele, GTZ, PO. Box 5180 
D-65726 Eschborn, Fax +49 6196 79 7302, 
e-mail: bernhard.abele@ giz. de 
quoting reference A03 













| UNITED NATIONS DEVELOPMENT. 
PROGRAMME (UNDP) 


UNITED NATIONS CONFERENCE ON § 


A NEW UNDP/UNCTAD PARTNERSHIP. 


“Enabling Low Income Countries to Access the 
Benefits of Globalization and Liberalization” 


Seeks 
PROGRAMME MANAGER 


The processes of globalization and liberalization shaping the world economy have profound 2 
implications for the developing countries. In response, a new UNCTAD/UNDP programme will 


. help low-income countries integrate into the international economic system by expanding their 


trade, attracting investment, enhancing enterprise competitiveness and building capacities, in a 
manner consistent with sustainable human development. 


UNCTAD and UNDP seek a well-qualified development economist to fill the Eb 


position. of Manager of this three-year programme, which combines analytical work and 
| operational tasks in low-income countries in the areas of policy advice, information 


dissemination, and training. She/he will act as the overall technical advisor and coordinator of 


: the. programme, and support a programme advisory committee of eminent economists. The 


Programme Manager will work closely with UNCTAD's Divisions, UNDP field offices and. - 


|. headquarters, and other international organizations. 


Qualifications and Experience: Advanced university degree in economics (Ph.D. highly 
desirable) with specializations in trade and development at the macro-level as well as on issues 
affecting the competitiveness of enterprises. 15-20 years of progressively responsible experience 
at the national and international levels dealing with issues relating to development of low income 
countries. Must be able to combine both policy research and operational activities, thus requiring 


| practical knowledge of UN technical cooperation programmes, including those of UNCTAD. 


Awareness of current issues in intemational trade and sustainable human development. Ability to 
work Closely with senior Government officials. Fluency in English and French with good 
drafting capabilities. Knowledge of other UN official languages an asset, 


Duty station: Geneva, with extensive travel in developing countries. 


7 Remunerations: Depending. où professional background and experience, a competitive - 
 tompensation and attractive benefits package is offered. The appointment will be made by i 


UNCTAD in. consultation with UNDP at the level equivalent to D-2 or D-1 position. 
- APPLICATIONS FROM QUALIFIED WOMEN CANDIDATES ARE WELCOME. 


Please send applications in poe or French hA the. deadline of 29. Denies 1998 with full 34 
. curriculum vitae, including. salary 2 

| Service, UNCTAD, Palais. 

No 41-22-907-0087. ; 















Executive Director s 


The position of Executive Director of the Internatio 
Advisory Committee (|CAC) will become vacant on 
1, 1999. ICAC is an international organizatic 
governments with an interest in cotton established in 
with headquarters in. Washington DC USA. The Exec 
Director is head of the staff of a. Secretariat of ten pers 
Position requirements: Experience in agricultura 
commodities, preferably cotton, including policy matter 
ps to pode , processing, trade, marketing. and 
nomi ial Executive managerial. 
: cord. in managing programs, BS 
staff and finances. ot T ational experience - previous work - ze 
with government and/or international organizations in the |. 
commodities area (desirable). Advanced degree, preferably - 
in economics, agricultural sciences or engineering, or 
business administration. Proven ability in both oral and 
written communication in English (essential). Knowledg e of 
Arabic, French, Russian or Spanish. VIO Citizen of on 
of the 42 ICAC member countries. 





































‘ through higher educatio 


1 ‘Qualifications/Responsibilities: The ideal candidate must have 
En international. experience, strong management skills, and ability to 

: ~ develop new academic programs and attract new students and 

| Sponsors. Knowledge of a foreign language and a Ph.D. in economics, 
| business or a related field are highly desirable. 

















































Information: The mission of the Economics Institute is to 
epare nternational students for graduate studies by offering 
coursework i in economics, business and English and also to provide 
professionals with career development programs. The Institute was 
founded in 1958 under the auspices of the American Economic 
Association and is affiliated with the University of Colorado. The El is 
: a private, non-profit organization with a faculty and staff of 75. The 
annual operating budget is $5 million and revenue is tuition-based. 


Salary: $120-150K with an excellent benefit package 

























Contract term is five years. Salary and retirerient 
contributions are UN based at grade D1. A contributory life, 
disability and health insurance plan and annual and. sick 
leave are also provided. 


Applications should be sent to search@liststar.icac.org where 
they will be received directly by members of the Searc 
Committee. Email attachments should be in either MS Word 
or Adobe Acrobat (pdf) format. Alternatively, applications 
may be sent to the attention of the Search Committee by fax 
(202-463-6950) or mail (ICAC, Suite 702, 1629 K St. 
Washington DC 20006 USA). The closing date for 
applications is March 31, 1998. ur 


Application: Send resume to Presidential Search, The Ecóngimica 
Institute. 1030 13th Street, Boulder, CO 80302, USA. FAX: (303) 492- 
006. Application deadline: March 1, 1998. 


dditional information: e-mail econinstG)colorado. edu or visit our 
eb page at http://www.colorado.edu/economicsinstitute. 
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DEVELOPMENT BAN 
(Manila, Philippines) 


The ongoing financial and currency turmoil i in Asia has led to the need for increased analysis and relin of the i 
| financial sectors of their economies. The emergence of these difficulties at this juncture can be largely attributed to . 
the rapid growth and globalization of Asian economies despite the generally good macroeconomic policies. Irrespective of the diverse. 
‘uctural origins of these difficulties, the problems have generally been compounded within their financial sectors. The Bank has . 
already initiated major financial sector programs in Thailand, Indonesia and Korea and substantial additional staff commitments will 
now be needed in the implementation of these programs. In addition, the economic moritoring of the Asian economies will be 
|: evolved so as to highlight early warning signals relative to financial sector performance. When crises emerge in the future despite 
| preventive monitoring efforts, new financial sector reform programs will need to be developed. To meet these major challenges, the 
| successful candidates will need to be prepared to become involved in the analysis of financial sector performances i in Asia with a focus 
] on competitive, structural and regulatory issues. Successful candidates will also be expected to participate in the designing of policy 
| based programs and technical assistance to ensure renewed financial sector resilience. ine 



































Candidates should have: (i) a post-graduate degree in economics, finance or equivalent, preferably at the Ph.D. level; (ii) at least five 1 
|. years of relevant professional experience, preferably undertaking reform programs, investment projects and related activities in the | 
financial sector in developing countries; (iii) demonstrated ability for conceptualizing, structuring, integrating and carrying out | 
programs, projects and technical assistance; and (iv) strong interpersonal and negotiating skills with experience in dealing with senior He 
government and/or private sector officials. Women ave actively encouraged to apply. s 





FINANCIAL ECONOMIST 
Consultancy Assignments (Ref. No. COSO 98 - A) 


| Please register directly. in the Bank's individual consultants - 
database (DICON) via the Internet or address your request to. 
receive a DICON diskette to Consulting Services Division. E 

Fax (632) 636 - 2471 

















FINANCIAL ECONOMIST 
Professional Staff Position (Ref. No. HRD 98 - 04) 
Human Resources Division Fax (632) 636 - 2550 


| | Deadline: 15 February 1998 | 
|p Only aida ai ond will be iid 


The. Bank offers an — € competitive compensation lr package paid in U.S. dollars s (bisemal free of tax, however. the Ba n 
liable reimburse: anyi tax amount due. on Bank income as determined by candidates’ national authorities), including exc 
DE S ; P.O. BOX 789, 0980 MANILA PHILIPPINES © . Internet Address: http:/ dini: 










‘Together | eve Already Underwritten - 


the 3 Biggest Bond Deals of All Time. 


Together We Already Advise | Out 
of Every B Affluent Investors. 








ogether Were Already the First Choice of - 
More CEOs to 
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If it’s true, go 


O BILLCLINTON has decided to brazen it 

out. In the face of mounting allegations 
that he had a sexual relationship with an in- 
tern and lied about it, he has gone on the of- 
fensive. He did not have sexual relations with 
“that woman, Miss Lewinsky”. He “never 
told anybody to lie". His state-of-the-union 
message was combative, defiant, and ignored 
the scandal entirely. On the morning talk- 
shows, his wife blisteringly defended him. 
Loyal attack-dogs from his presidential cam- 
paigns, such as James Carville and Mickey 
Kantor, have been recruited to defend him. “I 
need to go back to work for the American peo- 
ple", Mr Clinton said on Monday. 

Does he? Despite the maelstrom of accusations and 
counter-accusations, trading serial impropriety against serial 
right-wing conspiracy, the issue is now strikingly simple. It 
rests entirely on whether Mr Clinton is telling the truth—and 
not just a partial truth, but the whole truth. If he is, and Miss 
Lewinsky's apparent accusations turn to dust, then he can 
and should survive. But ifhe is not, he must go. And the test of 
this does not rest on the issue of whether, in lying, he has com- 
mitted the "high crimes and misdemeanours" required for 
impeachment. It rests simply on whether he has lied, even 
one jot, about whether he has had a sexual relationship with 
Miss Lewinsky. For if he has, his already fragile credibility will 
be utterly destroyed. 

In itself, sexual dalliance should not be a resigning matter. 
But if this latest statement is a lie it would confirm a clear 
pattern of Clintonite behaviour, one of reckless risk-taking 
followed by deceit, which it would be reasonable to assume 
has also been followed in matters more serious than sex. And 
that is unworthy of a president. 


Looking the other way 

This newspaper, like America’s voters, has forgiven Mr Clin- 
ton much. In 1992 we endorsed him, as the voters endorsed 
him, knowing full well that he was a bit of a rogue and even a 
risk-taker. We thought that his intelligence and energy 
mattered more than his sleaziness. In many ways, this calcula- 
tion was correct. Mr Clinton has worked hard at being presi- 
dent, and his policies have improved with time. At home, he 
has learned fiscal restraint; abroad, after a rocky start, he is 
learning how to apply America’s power to useful ends. 

Alas, that learning curve has never been applied to his 
other behaviour. This was why, by 1996, this newspaper's 
growing liking for Mr Clinton’s policies was outweighed by 
our growing distrust of his character, and we endorsed his 
rival. The voters thought otherwise; though holding their 
noses, as many of them admitted, they re-elected him. And 
they have continued to forgive. Late last year, opinion polls 
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were showing that most Americans, feeling 
prosperous, no longer cared much about 
what was happening in Washington. Even 
now, large numbers of those polled like the 
presidents general performance, even 
though they find him untrustworthy and 
think he does not share “the moral values 
Americans try to live by". But at some point, a 
limit is reached. 

That point now looks close. When it 
comes to investigations, presidents can be 
slippery as eels (see pages 25-27). Their most 
effective defence is their very importance. A 
president in full-denial mode, as Mr Clinton 
is now. is an impressive sight, even fearsome 
to his accusers. But it is not a proof of innocence. Historically, 
ithasoften been the opposite. Presidents can awe their detrac- 
tors into silence, and they also have ways of gumming up the 
machinery of the law. Most of all, they can cite the danger to 
effective governance of going after the chief executive. 

But what, precisely, is that danger? America's government 
is a huge machine that, for the most part, runs itself. It does 
not collapse if the president gets distracted, or even if he is 
removed. At worst, it chunters on as usual, but without new 
initiatives from the White House; or it leaves foreign leaders— 
as poor Bibi Netanyahu and Yasser Arafat last week—cooling 
their heels in a Washington consumed by scandal. To outsid- 
ers, America's political implosions can seem baffling. Yet the 
nub of America’s great experiment with government is that 
the president must be able to be disconnected from his office, 
dealt with like an ordinary man. His office should not put 
him above the reach of the law. 

The prospect of a such a change at the top might, it is said, 
worry Republicans more than Democrats. So far, the Republi- 
cans have not jumped in to attack the president. In part, that 
is judicious: let the facts do the talking. But it might also be 
tactical: some think a purer Democratic administration, un- 
der Al Gore, is not in Republican interests. Yet, if the facts do 
talk, that view would surely be wrong. A government headed 
by a man whois reckless—and, worse, whose recklessness and 
moral weakness are indulged—is running on empty, because 
it has no claim to the public trust. 


As The Economist went to press, Mr Clinton, through the . 


vigour of his denials, had clambered on to higher ground. 
Miss Lewinsky's lawyers were silent, pending the outcome of 
their negotiations with the independent prosecutor' office. A 
Houdini-like escape looked possible for Mr Clinton; but so 
still did the ultimate disaster. If Mr Clinton proves to be inno- 
cent, one would wish him to escape. But if there is a shred of 
truth to the story he is so vigorously trashing, he should not be 
allowed to get away with it again. He should go. 
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B Derivatives traders at UBS have lost the Swiss bank a small fortune. 
. The culprit is not derivatives, but the bank's management of risk 





Fo the faintest of pianissimos, doubts about the merger 


of Union Bank of Switzerland (uss) and Swiss Bank Cor- 


poration (sBc) are reaching an alarming fortissimo. Ever 


since the deal was announced in December, many have won- 
dered why uss was falling into the hands of its smaller rival. 
Early claims about increasing shareholder value have be- 
come less convincing as this merger has come to seem more 
like a takeover of uns by sac. The smaller bank will fill almost 
. all of the top slots in the newly merged bank. And uss, it 
. Seems, has among other mishaps come a copper on the hoar- 
~ iest of subjects: trading derivatives. 


According to disgruntled uss employees, die bank’ s eq- 





























(see page 81) but the precise sum is not known, partly because 


age. Indeed, the full truth may never be known: following the 
merger, UBS will not have to produce an independent annual 
report. Many will see this as proof, if any were needed after 
the fall of Barings, a British merchant bank, that derivatives 
are things in which banks should not dabble. 

. Understandable though such a reaction would be, it is 
mistaken. Where companies have lost money in derivatives 
the problem has not, in general, been the riskiness of the in- 
‘struments themselves. In fact, derivatives are efficient Ways 
for companies to take or shed financial risks as they see fit. 
Rather, the problem has been a lack of effective controls on 
those using them. Nick Leeson, the trader who sank Barings, 
was not just in charge of trading, he kept his own books too. 
More than anything else, it was a lack of control that led to the 
collapse of Barings. 

. Such sloppiness seems also to have been behind the mis- 
. takes at UBS. The bank's global equity derivatives department, 
. which is at the heart ofthe problem, seems to have been a law 
unto itself. The manage who oversaw the department was 


uity derivatives department was out of control. Insiders talk 
of losses of SFri billion ($689m) as a result of reckless trading - 


the banks themselves have not yet been able to gaugethedam- - 


responsible not just for the profits it generated, but also for 


 overseeing its risks. No one else at the bank was allowed to 
_ look at the risks that the department was taking or at the na- 


ture of its trades. It appears that even the banker who was 


supposed to be in charge of uBs’s overall risk controls did not 


have a look-in (though uss denies this). 
~ Two more typical failings led to the losses. First, UBS was 


selling long-dated derivatives. That made the business a lot 


riskier because, even if the bank had had proper controls in 
place, there was only the thinnest of markets against which it 
could have checked the prices its traders were charging for 
their derivatives. Instead, the firm relied on its equity deriva- 
tives department's "rocket scientists" to cook up mathemati- 
cal models to determine the price. As it turned out, these went 
wildly wrong. Finally, uBs’s derivatives traders were paid ac- 


. cording to the value today of the money they claimed their 
trades would make in the future. The snag is that these trades 


could turn out far less profitable than expected. 


Derivative bonuses 


The lessons are painfully obvious. To manage risk effectively, 
banks need to separate those who monitor risks from those 
who take them. uBs seems to have been more concerned with 
making money than with finding out how it was made or 
what risks were being taken. Second, more thought should be - 
given to traders’ pay. Deferring a portion of their salaries until 
their money-making schemes really do make money would 
help; so, too, would paying a chunk of traders’ salaries in the 
shares of the bank with whose capital they are betting. 

Lastly, managers must remember the cardinal rule of all 
investment: reward does not come without risk. Big profits 
deserve particular scrutiny; those that control risk should 
have more power than those assuming it; and managers. 
should be wary of anything complicated. Only fools dabble 
in businesses they do not fully understand. 












7 N | MOST gaantsies = when a finance minister er suddenly re- 










Henc ace oie pie reaction on January 
suzuka, Japan's finance minister, an- 


thew m equi ting, was a sharp. raising of interna- 





. The resignation of J apan’ s finance minister reveals little and solves little. 
Doubts will longi remain about his bureaucrats’ i integrity 





tion was a piece of theatre. The more interesting, and impor- 
tant, question is whether that day's televised raid by a horde 
of prosecutors on Mr Mitsuzuka's ministry was also mere the- 
atre, or is part ofa real crackdown on the bu reaucrats. Again, 
it rather smacked of grease-paint. - 2 
. The two events were intel connected. The raid re- 


sulted in the arrest of two officials in the bank-inspection di- 
vision on charges of corruption, and it was those charges for. 
which Mr Mitsuzuka so nobly took ibis nsibili 






sense of causation looks fishy. TI 


y li eo at laid. ‘His hed was gi by Ryutaro 


| senal of in order to justify the prime minister's desperate 
icy of fiscal m retrenchment, ane to get the 






for one thing. des ic ote coripüon at the heart of the 
finance ministry is a 'rious matter. Collusion, whether or 
not oiled by fancy meals and wads of cash, between bank in- 
spectors and the banks they supposedly supervise has been a 
big reason why the rot in Japan's financial system has contin- 
ued to spread since it first became apparent in the early 
1990s. It has spread so far that there is now a real danger of a 
systemic collapse. And disillusion with the bureaucrats has 
spread so far that confidence among consumers and inves- 
tors is at a low ebb. A proper, convincing effort to clean up the 
ministry would be a fine thing. But an effort laid on simply to 
provide the minister with an excuse to resign would qualify 
neither as proper, nor convincing. 








Dispiriting precedents 

If this were the first time such a resignation, or such a raid, 
d happened, it might all cut more ice. Yet it is not—far from 
ideed, as long ago as 1991 a bright, eager, ambitious fi- 
ce minister iia al in similar circumstances. In his case, 









justice can be done 


wT AKE heart: sometimes a lesson is learnt, however belat- 

-Å edly. One such concerns the business of bringing war 

criminals to trial. 

-Fifty years or so ago, shocked by the barbarities of the sec- 
ond world war, the would-be makers ofa better world agreed 
onan ambitious bunch of conventions prohibiting genocide, 
war crimes and crimes against humanity—and then, for 
nearly halfa century, did nothing to enforce them. Barbarities 
aplenty continued. When the UN Security Council estab- 
lished the international war-crimes tribunal at The Hague in 
1993 to try those accused of atrocities in what had been Yugo- 
slavia, many people dismissed the new court as no more than 
a sop to the conscience of the western countries that had re- 
fused to intervene to stop the war. Given the violence that 
followed Yugoslavia's break-up, could any court really give a 
fair trial to those accused of ethnic cleansing? Indeed, had the 

“aim of making “illegal” the wartime murder, rape and torture 
of civilians ever been more than a pious hope? 

— After a slow start, the Hague tribunal looks set to prove the 

“sceptics wrong. On January 26th Goran Jelisic, the self-styled 

rb Adolf”, a former prison-camp commander who used to 

ast of how many Muslims he had killed, made his first ap- 
ce in court, to ae not. MM A few days earlier, 







A lera hesitant start, the tribunal i in The Hague is showing that 




























none other than Ryutaro Hashimoto. C IRR 
Since then, Mr Hashimoto's career has gone rà her well. 
Which is more than can be said for the supervision. of the 
financial system by his supposedly chastened civil servani 
Reforms and initiatives there have been aplenty, all of tl 
said to be the beginning of a new era. Yet the most start 
thing about this week's arrests was that the offences for 
the two officials have been charged are alleged to hav 
place barely six months ago—well after the ministry 
tablished strict ethical guidelines (see page 32). P 
Now, another new era is being announced. Following ht 
arrests, the ministry says it will set up a new internal inspec- 
tion group to stamp out collusion and corruption among its. 
bureaucrats. If this is to be anything other than the latest hol- - 
low promise, this group will have to come up with more re- 
sults, and fast. Even so, new internal controls are unlikely to : 
give the ministry the credibility it needs. External contr ls, 
through an extended investigation by the Tokyo public pros 
ecutor’s office, would have a better chance. And that investig 
tion should range throughout the ministry, extending 
yond the bank-inspection division and into all the ra ks Q 
the ministry's elite bureaucrats. : 
What, investigate the whole ministry just &heti: a tric 
and sensitive bank-rescue plan is being launched? The righ 
riposte to that worry isthat in truth there can be no better, or 
more important, moment. If it is to succeed, the rescue plan 
needs to convince the public that there is to be a clear-out o 
the banking system, not just a bail-out of the ministry's bud. 
dies. That would become likelier if bureaucrats were undet 
pressure from cops, not actors. 










































NATO peacekeeping troops had arrested him and whisked : 
him off to The Hague. Mr Jelisic’s arrest is the third such: 
snatch in the past seven months. It is unlikely to be the last. 
The Hague tribunal now has 20 people in custody. Another . 
54 have been publicly accused and are still at large; mor 
have been named in sealed indictments. Two new trials be 
gan in January (see page 51). A 
Criticised from the start as an ineffective waste of time 
and money, the tribunal has, in fact, been quietly preparing. 
itself for the moment when NATO commanders in Bosnia: 
would be ready to risk making arrests. The judges and lawyets |. . 
in The Hague have hammered out rules of procedure, blend- 
ing common-law and civil-law practices. They have blown - 
the dust off war-crimes laws and decided among themselves, 
with no previous cases or jurisprudence as a guide, how to 
apply them. In a 1996 trial of another Serb jailer, they showed 
that they could investigate cases properly and then hold ; 
scrupulously fair trial in a reasonable period of time, desp 
frightened witnesses, attempts to destroy evidence. and 
ter legacy of hatred. : 
If the tribunal is now able to complete four or five 
involving a dozen or so defendants by the end of th 
it expects to do, then i it will have proven itselfa ài 








Unlike those courts, the Hague court cannot be accused of 

_ dispensing only “victors justice”. Croats, Muslims and Serbs 
are appearing before judges from a dozen different countries. 
The tribunal’s success will also have paved the way for a per- 
manent international criminal court, whose establishment is 
due to be agreed on at a treaty conference this summer. 


^ Don’t forget Rwanda. | 
Without the backing of the e great powers, T course, stich a 
court will fail. In sad contrast to the Hague tribunal, a similar 
court set up to try the ring-leaders of the 1994 Rwandan geno- 




































restraints on competition 


J HO in the business world has not ianed about all 
- those bean-counters who stifle initiative and crimp in- 
novation? Yet now those selfsame businessmen are voicing 
precisely the opposite complaint: too few bean-counters, not 
too many. Of the six large firms that dominate the accoun- 
tancy business worldwide, four are proposing mergers— 
-KPMG with Ernst & Young and Price Waterhouse with Coo- 
pers & Lybrand. Competition authorities in America and Eu- 
rope are investigating these proposed transactions. They have 
-ample cause to block both deals. 
A Accountancy, i it must be said, is a unique business. It is not 
all that hard to enter; in most countries, if you sit through a 
: few classes and pass some sort of exam, you can call yourself 
.anaccountant. A consumer looking for help with filing his tax 
return or a small business needing to give the bank a finan- 
cial statement has no shortage of accountancy firms to call 
. upon. In the corporate world, however, things are dramati- 
M cally different. A company that seeks to entice investors to buy 
its bonds or shares had best provide a financial statement 
certified by one of the Big Six—Arthur Andersen, Ernst & 
Young, KPMG, Deloitte Touche Tohmatsu, Coopers & 
‘Lybrand and Price Waterhouse. An equally good company 
. whose books are certified by an obscure accountancy firm 
. will havea tough time in the capital markets, _ 
<> Reputation has thus become a barrier to entry. No matter 
. -how skilled or willing other accountancy firms may be, they 
~~ will have an almost impossible time. marketing their services 
to large or medium-sized companies that issue publicly 
_. traded securities. These clients would gain by offering work to 
smaller firms in order to boost competition, but any com- 
pany that does so is likely to be punished by lower share or 
‘prices. Would-be challengers have difficulty reaching 
| west rungs of the competitive ladder, and have no 
iance of building the global networks clients want. 
The Big Six thus have an unassailable oligopoly in many 
fields. Their imprimatur is a prerequisite for a Russian muni- 
cipality or a Mexican industrial group to raise funds interna- 
tionally. They audit all bat the tiniest of Britain’s banks. 
Search the pages of *Hoover's Handbook”, a standard refer- 
. ence to American’ conie ies, and youl be hard-pressed to 














| more than the Nuremberg and Tokyo war-crimes tribunals. - "and the indiffstence of the world's eta. isolated i in ithe T; an- 









zanian town of Arusha, it has not completed a single trial, or 
won credibility with Rwandans. 

. The Hague tribunal itself almost expired for lack of cash 
and defendants. But its prospects have been transformed by 
the recent arrests. Like criminals anywhere, some of the worst 
culprits in Yugoslavia may well escape. The West's leaders will 
have to continue balancing political and military risks 
against the demands of justice. And yet the tribunal has al- 
ready delivered its most important message: if the world 
wants to apply international human-rights law, it can be 
done. There is no need to settle for pious hopes. 





. Two proposed mergers among accountancy y firms add up to serious 


find one audited by anyone else. Not long ago, the Big Six 
were the Big Eight. If they were now to become the Big Four, 
the choices would be even fewer, and not just when it comes: 
to auditing. A bank wishing to investigate losses by its bond 
traders would haveonly three accountancies among which to 
choose (as it would be unlikely to select its customary audi- 
tor) Two companies wishing to merge might well need to em- 
ploy all four firms in order to complete the transaction. How 
this will affect the accountants' ability to extract higher fees 
from their customers—the fundamental test of whether they | 
are exercising undue market power—is easy to imagine. 


Insurmountable barriers 


Would not the survival of four international accountancy 
firms be enough to assure vibrant competition? A fair enough 
question, given that in some activities, notably auditing, com- 
petition amongst the Big Six has kept prices in check. Butina - 
four-firm industry, companies will face a worryingly re- 
stricted choice, especially since competitors prefer to be au- 
dited by different accountancy firms. The consequence risks 
being not only higher costs for business, but also conflicts of 
interest if, as is likely, accountancies find their clients in- - 
volved in the same bid or tendering for the same business. 
Barriers to entry are not an uncommon problem in judg- 


ing mergers. Often, they are easy enough to surmount. By sell- 


ing a factory or a few airport gates, altering distribution ar- 
rangements, or agreeing to license a technology, merger 
partners can often make it feasible for others to enter the mar- 
ket and thus forestall worries about potential anti-competi- 
tive behaviour. If the accountancy firms could do likewise, 
the two pending mergers would offer little cause for concern. 
But it is precisely the peculiar nature ofthe barrier to entry in 
accountancy that makes these mergers so problematic. This is 
freely acknowledged by the big accountancy firms them- 


| selves. Unlike the participants in other big mergers, the ac- 


countancy firms have offered no concessions to ease con 
cerns about diminished competition. This is because no _ 
concessions they might offer could address the problem. That | 
leaves ene authorities with r no aei bar to pn no. 































i porderec ed iby Iran and land I locked 





As Pakista oc ccupies a aine IOANA which 
can be used to access the huge markets of 
. central Asian republics. Just across the Arabian 
^ seain the south are the oil rich Arab states 
— which offer another market for our goods 

` and services. 





* Apart ficis bus one of the most inexpensive, ^c 


| Privatisation Process To Date 


-— Pakistan's 36 million labour force is also one — 


> of the most hard-working in the world, Avast 
- majority of the force is skilled, having received 
l training through a network of training 

-- Institutes. Our “rich human resources include 
experienced professional managers, .— 
engineers, computer scientists, bankers and. 
nancies, etc. | 








liberal economic atmosphere with a view to 
achieving higher growth rates. The main - 

X. thrust of these reforms revolve around - 

- «economic liberalisation, deregul ation and 
privatisation. 


A Privatisation Commission was established 
on 22nd January 1991, to implement the 


policy of the Government then in office. Many. 
organisational changes took place from time 


to time so that by the end of 1993, there was 
one Commission to deal with the privatisation 
of industrial units, banks and financial 
institutions and another for privatisation of 
the power sector. Separate committees were 
set up to look after the privatisation of 


telecommunications, transport and shipping 


companies. All these activities were — 
subsequently amalgamated into one. 
Privatisation: t OHUSOR. ! 


| e Fur m : 


gn nde] Karin country on doas | 


í Ihe oeni of Pakistan has launched a ao 
series of economic reforms so as to create a - 











; C i ate Ltd. 1 Pcl) 
Bi pround: PTCL is the national Tele om 


~ ADVERTISEMENT 


RIVATISATION COMMISSION 


| 5 3 i SN ides ad. owner ant of the 
> and reduc eu in the bur den. 


Gover nment ín commer dd ac aes is is being 
progressively reduced. The government is 
instead focusing on two broad areas. First, 
building up an environment that encourages 
investment but at the same time, safeguards 
the publ ic interest through a regulatory 
framework in case of key areas such as power, 
telecommunications, oil & gas and transport 
sectors: Second, helping to create a suitable 


physical and technological infrastructure 
required for the unhindered economic 


development of a rapidly growing society. 





" Pakistan International Airlines 
(10% shares with partial disinvestment 
without management control) 
88 Pakistan Telecommunications 
Company Limited 
(12% shares with partial disinvestment 
without management control) 


i E Muslim. Commercial Bank 


(51% shares with management control) 
e Allied Bank of Pakistan 

(51% shares with management control) 
k Bankers Equity Limited 

(51% shares with management control) 
& Kot Addu Power Plant 
(26% shares with management control) 
Habib Credit & Exchange Bank Limited 
| (7006 shares with management contn ol) 





Total disinvestment through competitive 
- bidding mainly for industrial units in various 


sectors including: 


© Cemer Fertiliser — 01 
5 Engineering 07 Edible oil 16 
38 Automobile 07 Chemicals 12 


(98 units privatised in tbis manner) 














E Future Privatisation Programme | 
| & Introduction Of Units Under 


u uL | 









Je tor, providing | local, long distance, fax, 
ta transmission, telex & telegraphy services. 





vi) Investment Corporation B Of Pakis 
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Financial Sector 


i) Habib Bank Limited 
Main Features: 
(all fig. based on 1994-95 accounts) Pa. rs 
Total Assets: Exceeding Rs. 306 bn. 
(approx. US$ 8.508} < 

Total Deposits: Rs. U9bn E 

i (approx. US$ 5 bn} 
Total Branches: domestic 1868 


international 66 

No, of employees: —— 33,000 

ii) United Bank Limited 

Main Features: — 

(all fig. based on 1994-95 accounts) 

Total Assets: Rs. 182,150 milion — 

Total Deposits: Rs, 108.294 million ~ 

Total Branches: — — domestic 1670 

international 28 

ili) National Development Finance 

Corporation (NDFC) 

58 Established under the NDFE Act, 1973 
Commenced its business operations in. mid 

1973 —— 
88 Pakistan's largest Development Finance 
institution (DFI) 

ir) Industrial Development Bank Of 

` Pakistan (IDBP) 

Incorporated under the IDBP ordinance of - 

1961 

One of the largest DFT's. Also involved in 

Investment and Commercíal Banking 

o) National Investment Trust (NID 

! NIT was established as a joint stock com 

in 1962 














(ICP) 


, ICP i iS a. Statutory COIT Ph 
1966 under the invest 
ordinance of P. 






PRIVATISATI 






Oil & Gas Sector 


i) Pakistan State Oil 


distribution of petroleum and related 


products. It has been one of the few — 
companies in the country earning pretax 


po in excess Sod per bile | 





es Or iris and is listed on the D 


Stock Exchanges. r- 
ii) Sui Southern Gas Comp: y 
lici Sui Sout ern. Gas o 








gh hen merger aod t ompani o: 





nsumers in hep ec =a Sind and 


Km of mains nd s se rice Tn The total 


number c 





consumers. -— : 
iii) Sui Northern Gas Pi re elines Ltd. 


Ltd. (SNGPL) is the largest: gas trar 
and distribution company in P 
franchise area comprising bat inces of | 
Punjab and NWFP. As of June 1995 ra: 
k 258 million consumers, ol which 13 
million were domestic consumers and p | 
rest industrial and commercial consumers, 
It has high pressure transmission lines — 
consisting of 3865 Km, twelve compressor - 






stations and. distribution mains nS services 


of 21782 Km. 


Power Sector fg, P 
i) Karachi Electric Supply Ce Co rooration 
Main Features: ao c c 


Total Assets: 
aed I Dn app 










d Total. siet revert 
mill lion/annum 






Introduction: Pakistan State oil (PSO) is 
the largest company in Pakistan which is 
engaged in storage, marketing and. - 


r^ rupees for the - 


^ had: a a x 


$ f consumers as of June 1996 were . 
1.176 million, 98.5% of w Rich were c lomestic ae 


Introduction: Sui Northerr Gas Pipelines = 
smission 
tan, witha — 






^ ADVERTISEMENT 















risalz abad Area Electricity B Board. 


| ii) Fa 
Main Features: 2 
- Total Assets: - Rs.21 bn 


-. (approx. US$ 600m) 
- . - Total Power Distribution: 
, — Number of Customers: 


1000 MW 


1.3 million. 
Industrial Sector 
i) Pak Arab Fertilizers Limited. 


Introduction: The project is a result of the 
joint venture between the Abu Dhabi National 
Oil Company (ADNOC) and the West Pakistan 
Industrial Development Corporation (WPIDC) 
which entered the participation agreement 


p dated November 01, 1973. 
_ The current share holding of the company is 


as follows: 


(a) National Fertilizer Corporation 52% 
(b) International Petroleum Investment 


Company 48% 
ii) Pak Saudi Fertilizers Limited 
introduction: Pak Saudi Fertilizers isa wholly 
owned subsidiary of National Fertilizer 








Corporation, The Company manufactures 
_ Urea using Snamprogetti technology from 

. ftaly. Production of the company is as follows: 
Rated Cay pacity: . 


3 557,000 

Production: 25 825,595 

Utilization: — 94 36% 
iil) Ravi Rayon Limited - 





| ion: Ravi Rayon Limited is a public 
limited company, li listed on the stock 


_ exchange. The main product of the unitis —. 
Acetic Yarn (40% of the output is exported to — 
other countries). The unit has an installed - 





city of 3,000 M. tons/annum. 





. iv) Heavy Electrical Complex er 
Introduction: HEC is a private limited- 
company under the State Engineering - " 


Corporation set up with technical 


. collaboration of China to manufacture power 
. transformer up to 40 MVA capacity and 132 
— KV voltage rating along with 132 KV current 
< and voltage transformers, circuit breakers, - 
— . isconnectors, lightening ar arresters, omer 
ids banks, ec : 


Capital 











JN COMMISSION - GOVERNMENT OF PAKISTAN 


Infrastructure & Transport Sector 
— 4) Pakistan Railways 


. Route - Kilometers 8,774.87 Kms. 
Track - Kilometers — 12,624.73 Kms. 
Railway Stations — 781 No. 


Passengers Carried 73,652 Thousand 
Tonnes Of Freight Carried 6,854 Thousand 
ii) Pakistan National Shipping 

-. Corporation (PNSC) 
| Rs. 1143406000 
Rs. 126843000 
Rs. 3353939000 


Capital Reserves 
Total Assets 


$e Operating Revenue 6962004000 


iii) National Tanker Company (NTC) 


Capital Rs. 33541000 
Reserves Rs, 49936000 
Total Assets Rs. 31402700 
Freight Income Rs. 490786000 


iv) Convention Cente Islamabad 
The Convention Centre located in the heart 


of the capital city, Islamabad, is a newly 


constructed project designed for summit 
meetings, national and international 
conferences, trade exhibitions and cultural 
events. - 


Incentives to investors include relaxation of 
foreign exchange controls, abolition of ceiling 
on payments of royalties and technical fee 
and removal of work permit restrictions on 
expatriate managers, 


Thanks to the govemment $ transpar ent and 


investor friendly policies, a number of foreign 
investors have taken keen interest in Pakistan's 
Privatisation Programme. 


For furtber information please 
contact: 
















nent ci n, liberal and investor friendly 
ink tu nities i in ay C ontrast shar ply w ith 


A: Block and D doc not x require ı massive nic oe of a 

‘units out moded beyond rehabilitation. In Pakistan vast opportunities 
xist for new industry and expansion. These investment opportunities 

‘can best be exploited through better management and strategic 

- planning, superior exploitation of international markets, access to 

2 international financing, joint ventures and technical assistance. 

- Pakistan's unique proximity with Central Asia, Middle East and Gulf 

~~ States coupled with the government's ambitious and new investment 

policy offers a matchless investment package for both local and foreign 

— investors making it an ideal choice 7 future investments. 


Í Board of Investment 











| lof Investment i is an inv vestment promotion and facil litation 
laying a pivotal role in the formulation of investment policies 
vestor facilitation i in coordination with the concerned government 
agencies. It is the focal point of contact between potential investors 
and all Government agencies involved in the investment process. The 
responsibilities of the Board Of Investment include providing advice 
to the government, formu lating investment ac and acting as an 
_ investor advisory body. 


-Open Door / One Window Policy - | 
= The BOI extends total support that an investor may require for the 
- rapid and successful completion of a project. 
"The BOI has been declared an autonomous body to further enhance 
 itsrole in providing facilitation at the door step of both local and 
-foreign investors. It is also responsible fora number of significant 
. investment schemes which it designs to facilitate direct investment in 
. priority areas. The Board of Investment has prepared a number of 
ibility studies i in. fespeat of proied ts, wer. a lat ge inv estment 





















2i mplityi ep edure Tor e ting decisions on 

Investment Policies and. Pr ojects. unnecessary c elays havebeen — 
eliminated, An eight member CCOI has been constituted under the 
chairmanship of the Minister for Finance. The BOI has been given an 
autonomous status and therefore, does not need to wait for Cabinet 
meetings to get its proposals through. 


Capital Markets 


Capit market bas been given following incentives: 
b. Capital gain tax exemption has been gt ‘ranted upto 
30/06/2001. 
Tax on bonus shares has been completely abolished. 
Tax exemption to nonresident Pakistanis and 
foreign investors in fixed income securities. 
Minimum turnover tax on the income of companies 
| engaged in share trading has been exempted. 
those mutual funds which would declare 90% dividend for share 
s will be exempted from income tax. 
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Visual-Services; Sporting «nd other recreation $ 
Services ad to Transport Equipment 
and Tools for Land Po. & Ag 







































Unilateral Relief 


A resident in Pakistan is entitled to a relief in tax on anv income eared. 

abroad. if such income has already been subjected to tax outside 
Pakistan. Proportionate relief is allowed on such income at an aver age 
rate of tax in Pakistan or abroad, whichever is lower. 


Agreements for Avoidance of Double Taxation 
These agreements lay down the ceilings on tax rates applicable to | 
different types of income arising in Pakistan. They also lay dowa some. 

basic principles of taxation which cannot be modified unilaterally. — 


Investment Policy 1997 


The essence of the pclicy is tà ‘keep Pakistan attractive : 
International earn Market by improving the Policy Regime, - 
offering fiscal and tariff relief and through pi providing add tional 
procedural & Social facilitation. 


a) Policies 

Previously only the manu 2: sector was open te foreign | 
investment, Now, it has been decided to liberalise the Policy Regin 
open up other economic sectors for Foreign Direct Investment (FDI) ~ 
and mobilise the domestic financial resources towards long-term —— 
investment. Foreign investment on repatriable basis is now allowed 
in Agriculture, Service/Infrastructure and Social Sectors. : 


i) Services/Infrastructure Sectors. 
Foreign repatriable investment in above sectors will be subject tot 
following conditions: sg 
7I The amount of ee equity investment to be at the level of: at P 
least U S$ l mi s : jr 


will not > x appliciblein in case ‘of uM ture Ef vta inducing 
development of Industria: Zones. 

^1 The import tariff on Plant, Machinery & Equipment (not panes] 
locally) will be leviable at standard rate of 10% and no sales tax shall - 
be leviable. | EE 
Following activities in these sectors will be available for foreign 
investment: E 
CJ Wholesale, Distribution and Retail Trade; Transportation, Storage: 
and Communications/Infrastructure Projects including development 
of Industrial Zones; Telecommunication, Real Estate Development, 
Development of Commercial Buildings, Apartment Bu üdings, Housi 
Projects, Super Markets/Shopping Malls, Urban Developn 
Dei oue of New Communities; Technical Testi Fai 





Seni ices. 


3E ME g 











íi) Social Sector 


































^. Training, Human Resources Development (HRD) as well as Hospitals 
& Medical/Diagnostic Services, en repatriabl e basis; provided the 
quantum of foreign equity investment is to the level of at least 
US$ 1 million. 
iii) Agriculture Sector 
CI The amount of foreign equity investment to be at the level of at 
least US$ 1 million. | | 
CJ A minimum 40% of the equity will be held by Pakistani - 
e pany/individuals in the company/project. 
CJ The import tariff on agriculture machinery (not manufactured 
ico) will be Zero rated. 
- Following activities will be available for foreign investment in Agriculture 
“sector: 
O Land Development/Reclamation of barren, desert and hilly land 
for Agriculture purposes and Crops Farming; Reclamation of Water 
. Front Areas/Creeks, Crops, Fruits, Vegetables, Flower Farming / 
"integrated Agriculture (Cultivation and Pr ocessing of Crops); 
Modernisation & Development of Irrigation Facilities / Water 
Management; Plantation/Forestey and Horticulture. 
C1 The proposals related to foreign investment in the Agriculture 
Sector will be processed by the BOL in consultation with the respective 
Provincial Government and will be approved by the competent Decision 
2 Forum. 
C3 The land for agricultural purpose can be obtained on lease basis 
. for long periods, i.e. initially upto 30 years, extendable for a further 
^ period ‘of 20 years. 
£3 Foreign company, allowed for investment in the agriculture 
sector/reclamation and cultivation of land will not be allowed to transfer 
such land to any other foreign cempany unless specifically permitted 
by the Federal and concerned Provincial Government. 


i | Incentives 


- To keep Pakistan competitive inthe international market and make 
. the investments viable, it is decided: 
Manufacturing sector be prioritized in four categories: 

(A) Value Added or Export Industries 


(B) Hi-Tech 
(C) Priority Industries 


(D) Agro-basec Industries | 

The units which have minimum average of 50% export of their 

- production or have minimum value addition of 40% of production 
- value (which may be specified from time to time), will be treated” 
-Export or Value Added Industry respec tively. 


5 Compre hensive lists for these categories have been formulated. While 
A ideniifingthe industries, parameters have been the level of technology 
involved, export potential, domestic market V MEUS value 
addition, processing of local raw materials and forward/backward 

- linkages to other economic sectors. Zero rated tariff will be applicable 
“on the import of plant, machinery & equipment (which is not 
nanufactured locally) for the industries falling under (A) & (B) 
ategories, Le., Value Added, Export and Hi-tech Industries. The facility 
“ill be available only to plant, machinery & equipment used for 
nanufacturing i in that industry: ~ while the im i 





















Foreign investment is allowed in Education, eel ocadonal. 





subcomponents and. components, EEC., W il bos gover fied by the present 
cascaded tariff regime and subject to the provisions of Deletion Policy. 
The imported plant, machinery & equipment (which is not 
manufactured locally) for the industries falling under Categories (C) 
& (D), will have the facility of deferment of import duties as half of 
the payable duties shall be paid at the time of import and half shall be 
deferred whereas the deferred amount will be paid in lumpsum after 
a period of three vears. The capital expenditure / investment will 
include the cost of plants, machinery & equipment. 


(i) First Year Allowance (FYA) 

will be iran at following rates: 
Category (B) @ » of the Capital expenditure investment. 
Category (C):(@ 75% of the Capital expenditure investment. 
Category (D): (t 7 75% of the Capital expenditure investment. 
(ii) - Reinvestment Allowance (RA) 
To encourage the investors, Reinvestment Allowance (RA) @ 50% of 
capital expenditure/investment will be allowed in case of Balancing, 
Modernisation & Replacement (BMR), and expansion. 
(iii) industrial Building Depreciation Allowance (DA) 
To encourage the establishment of Small and Medium Industries 
(SMIs), the companies which would construct Industrial 
sheds/structures and sellAease to SMIs will be granted an enhanced 
DA@ 30% (in the first year) of the cost which has been incurred on 
the development of these sheds/structures. 


Protection to Foreign Investment 

Under the Foreign Private Investment (Promotion € Protection) Act, 
1976 & the Protection of Economic Reforms Act, 1992, legal cover for 

foreign and Pakistani investment will be extended to new areas/sectors 
through necessary amendments. 





Others 


i) There will be no ceiling on total value of assets of a Company 
for retaining 100% ownership by investors. 
ii) A scheme of National Industrial Zones (NIZs) engulfing 


industrial estates, free industrial zones and Free trade zones and Export 
Oriented Units and Estates for Small and Medium Industries within 
the areas of its boundary will be launched at a few selected prime sites. 
Export Oriented Units (EOUS) will however be allowed to be set up 
all over the country. 



















uae Johnson ‘though he 
ey was medicinal). Grover 
his illegitimate child, 
nistress; John Kennedy 
bula of starlets, the famous 
addle, with whom he cavorted 
e pool: And Bill Clinton, 
; id now supposes, has a liking for 
oral sex with women not his wife. . 

=>: Nor are personal weaknesses the end of 
it. George Washington, Father of his Coun- 
try, was involved in shady land deals. Cor- 
tion and graft can be laid at the door of 
er, Taylor, Grant and Arthur. Nixon cov- 
"up crimes; Ronald par tried to run 
an extra-legal foreign policy. *No man in 
this country is so high that he is above the 
Jaw,” said the Supreme Court justices more 
than a century ago. Brave words: das try en- 
forcing them. 

^. For the president is not a man like any 
other. He holds extraordinary power. He is 
‘not only the chief executive and com- 
mander-in-chief of the armed forces; he isa 
‘patron, whose networks of clients and de- 
‘pendants spread wide, and a potentate, 
surrounded by guards, flunkeys, limou- 









Strikes, as it usually will, hubris tells him 
that he can get away with it. A moral lapse, 
even a misdemeanour, can probably be 
kept secret. Even if some breach is made in 
the protective walls, and the courts take an 
interest, it may be too risky for the country 
for the law to go after the president. 

Under these circumstances, what are 
the actual restraints on presidential behav- 
iour? Conscience, of course: a remarkable 
number of presidents, impressed by the 
responsibilities of the office, have by and 
large behaved themselves. And, according 
to the court arguments of Bob Bennett, Mr 

Clinton's private lawyer, two other things 
curb the bad impulses of the chief execu- 
tive: lack of time (he is too busy governing 
the country), and the constant scrutiny of 
“the press. For men with ordinary energy 
nd appetite for risk, this would doubtless 
je. But presidents are not ordinary. 

ere is meant to obe pone ultimate, 










ID THE LAW 


‘Sines, adoring women. When temptation. 





and low farce 


“restraint: fear of impeachment. Article H 
~ section 4 of the constitution states that high 
| d Bcab meaning cabinet members and 


judges, as well as the president—may be re- 


. moved from office *on impeachment for, 
and conviction of, treason, bribery, or other 


high crimes and misdemeanours". "Mis- 
demeanours" covers a multitude of sins: 


historically, judges have been impeached 


for no more than drunkenness or “irre- 

































































sponsible” political remarks 
crimes” would certainly 
that are currently buzzin 
ton: perjury and subo 
In practice, impe 
process as much as: 
minds presidents tha: 
people's pleasure, and 
they seem to have abu 
in them, But it isused rar 
ident, Andrew Johns 
through the whole proce 
removing a cabinet offic 
ute, but actually fore 
towards the South after t 
trial before the Senate wa 
was acquitted by one vote: Richar 
in 1974 escaped by resigning, when th 
House had already voted three articles o ; 
impeachment against him. — um 
Presidents do seem genuinely afraid. of 
impeachment. In the newly released trai 
scripts of the tapes of the Cuban missile cr 
sis of 1962, Kennedy admits privately toh 
brother Bobby, then attorney-general, that 
if he had not taken a stand against the Rus- 
sian missiles in Cuba, “I think I would have. 
been impeached.” And when the Iran-con- 
tra scandal broke in November 1986, ac- - 
ccrding to the then attorney-general, Ed- 
win Meese, the whole administration was 
in terror of impeachment—so much so th: 
it broke the law by covering up all possib 
links between the scandal and the pres 
dent. Most recently, as the Lewinsky ca: 
has hit the newspapers, the whispere 
word “impeachment” has thrown the Cli 
ton White House first into panic and then 
into full-offence mode. | 








To catcha president 


Yet impeachment is far from the nucl 
weapon that commentators, or even pres 
dents, imagine. It is, to begin with, a very 
cumbersome process—so cum bersome that - 
Britain abandoned it two centuriesagoasa . - 
means of disciplining ministers. Inanim- 
peachment, the House of Representatives ' 
gathers evidence of wrongdoing. It then 
votes the articles of impeachment—the _ 
charge-sheet, in other words. If each is — 
passed, the offending official is held to be 
"impeached"—though not yet guilty—and ^ 
is sent to the Senate for trial. If two-thirds of » 
the Senate votes to convict him, he is duly. ` 
found guilty and removed from office 
Once out of office, according to the coi 

stitution, “fhe] shall...be liable and 
jectto indictment, trial, judgme ita 
isiment, ene to € : "has 


CLINTON AND THE LAW 


Johnson’s case persuaded many people 
that impeachment might be used improp- 
erly, as a way to protest against unpopular 
policies or even an unpopular president. It 
was, according to one of Johnson’s biogra- 
phers, just “a long-needed psychological 
blow-off”. The Republicans now seem keen 
to avoid any such appearanceof vindictive- 
ness in Mr Clinton’s case. 

The Nixon near-impeachment left a dif- 
ferent sour taste. It caused such paralysis to 
government that prosecutors—at least for a 
time—were reluctant to inveke impeach- 
ment again. During the Iran-contra scan- 
dal, lawyers realised quickly that every trail 
was leading to presidential authorisation 
of the arms-for-hostages scheme, implicit 
or explicit; but they did not want to im- 
peach another president so soon after Wa- 
tergate. What would the world think of a 
country that seemed continually driven to 
destroy its head of state? 


Too-independent counsels 


Some of this anxiety has been expressed in 
Mr Clinton’s case. Impeachment is a very 
big penalty for sins that may seem small; 
and which, moreover, might have gone un- 
noticed in the good old days (if such ex- 
isted) of deference to presidents and fewer 
leaks to newspapers. And it is true that any 
executive misbehaviour in today’s White 
House is not only the subjeet of rumour, 
controversy or scandal, but also of possible 
legal prosecution, because an office exists 
whose only job—ifit is asked to perform it— 
is to hunt such misbehaviour down. 

That is the office of the independent 
counsel. It is a creature that presidents be- 
fore the 1970s never had to contend with: 
an independent lawyer, with his own of 
fice, funding and staff, whose sole purpose 
is to investigate the alleged m:sdeeds of the 
executive branch. The independent coun- 
sel, once on the hunt, is more or less unac- 
countable. In theory the president may dis- 
miss him "for cause" (ie, for a good reason), 
but that looks bad, as Nixon discovered. He 
may follow any trail anywhere, and has no 
limiton thetime he may spend or the num- 
ber of people he may investigate. At the end 
of the day, he must write a report wrapping 
up his conclusions; this has the effect of 
preserving in an unfavourable light even 
those who have escaped conviction. 

The principle behind the independent 
counsel is a sound one: the executive 
should not be trusted to investigate itself. 
For decades, presidents hired their own 
special counsels on the rare occasions that 
they thought something im the White 
House smelled badly enough to need look- 
ing at. It was only during Watergate, when 
the White House's promised :nvestigation 
of itself was laughable, and a special coun- 
sel, Archibald Cox, was fired by Nixon for 
being too pushy with his subpoenas, that 
the need for an independent investigator 
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Starr: Republican conspirator or seeker of truth? 


became clear. The idea became law in 1978, 
and independent counsels have been 
rushed off their feet ever since. 

So far, the Clinton administration has 
had four of them (the Reagan administra- 
tion had six) The activities they have 
looked into seem inconsequential, even 
petty (though it should not be forgotten that 
the very first independent counsel ap- 
pointed under the new statute, in 1979, 
spent $182,000 trying to prove that the 
White House chief of staff had used co- 
caine). In Mr Clinton's time, one indepen- 
dent counsel has looked into illegal gifts to 
the ex-agriculture secretary, another into 
the ex-housing secretary's lies about pay- 
ments to his mistress, yet another into the 
financial affairs of the late commerce secre- 
tary. In answer to the overweening power 
of the president to deflect investigations, 
an office has been created with an over- 
weening power to drag him into them on 
the slightest pretext. 

Mr Clinton could have been saddled 
with even more. Independent counsels, 
though appointed now by a panel of three 
federal judges, must still be called for by the 
attorney-general. If the attorney-general, af- 
ter 90 days of looking into the alleged irreg- 
ularities, finds no “reasonable grounds" to 
call forone, the decision is final. Janet Reno 
has turned down three requests for inde- 
pendent counsels, most recently to investi- 
gate possible campaign-finance abuses by 
the president and the vice-president. 
Toadyism, say some. But this is unfair to the 
upright Ms Reno; there is quite enough in- 
vestigation going on already to have Mr 
Clinton in a heap of trouble. 


The Starr performance 


Troubles middle name is Kenneth Starr, 
the mild-mannered Republican lawyer 
who is looking into the tangle of Arkansas 
land deals known as the Whitewater affair. 
So far, Mr Starr has spent four years and at 


least $30m on his inquiries, and has se- 
cured a number of convictions, some of 
them of buddies of the president. Mr Clin- 
ton (who, with his wife, thinks of MrStarr as 
a vicious persecutor) doubtless considers 
that his activities in Arkansas have no bear- 
ing on the presidency, and ought to be left 
alone. Mr Starr thinks otherwise. This case, 
he says, is about "public trust". 

His investigations into Whitewater cen- 
tre on an incident early in Mr Clinton's 
presidency, when White House lawyers ap- 
parently obstructed police in order to pro- 
tect Whitewater documents after the sui- 
cide of Vince Foster, the White House 
deputy counsel. It was the same pattern of 
behaviour—lying and obstruction of jus- 
tice—that he had found among Mr Clin- 
ton's associates in Arkansas. Mr Starr has 
often been accused of moving too slowly. 
In fact, he has got quite far. By convicting 
James McDougal, the president's White- 
water business partner, in 1996, he has 
come close, it is said, to being able to indict 
the president. He has also come close to be- 
ing able to indict Hillary Clinton, for alleg- 
edly concealing the billing records of the 
Rose law firm in Little Rock which proved 
her connection to Whitewater. 

The most immediate obstacle to Mr 
Starrs indicting the president is Susan 
McDougal, wife of James, who sits in jail re- 
fusing to talk—or to implicate Mr Clinton. 
Thesecond obstacle is the uncertain state of 
the law. If MrStarrcan impute crimes to Mr 
Clinton in Whitewater, can he indict him 
for a felony committed when he was not 
president? Indeed, can a sitting president 
be indicted at all, or does he have to be im- 
peached first? 

The constitution is no help, nor is 
precedent: such a case has never happened 
before. The independent-counsel statute it- 
self implies that the president may be ar- 
raigned in criminal court and prosecuted, 
but even Mr Starrs own lawyers are di- 
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- vided. When the subjeét last came up. ae 
- ing Watergate, the Supreme Court declined 
torule on it, though the solicitor-general of 















_ the day, Robert Bork, stated firmly that the 
president would have to be impeached 
first Asan alternative, Mr Starr might try to 
gh Hillary, who is 
m prosecution. 








.— Etwas gum e was pondering these dif- 
- ficulties that Mr “suddenly pre- 
< sented with the Monica Lewinsky tapes. He 

¿could have rejected is not germane to 


his inquiry; some think he should have 

done. But there were common threads. 
What interests Mr Start, after all, is a possi- 
ble pattern of deceptive and obstructive be- 
-haviour stretching, over time, from Arkan- 
sas trailer parks as far as the Oval Office; 
E ihatthe tapes provide is a chance, rare 
dn eed when investigating a president, to 
.. get inside the protective wall that the White 
< House instinctively builds to keep embar- 










































: Allth residents tricks 
That wall—the “firewall”, as it was called in 
Iran-contra—has often been extremely hard 
to breach, either for congressional commit- 
-:tées or for special prosecutors. Its building 
blocks are two: the loyalty of staffers (who, 
| ering in outer offices, may carry out 
sky or illegal presidential wishes on the 
nderstanding that, in extremis, they will 
- take the fall for himy and the doctrine of 
“executive privilege". This is the claim, un- 
grounded in the constitution, that the pres- 
ident may withhold information from 
. Congress or the courts and forbid his aides 
^ to testify ifit would damage, in any way, the 
| smooth operation ofthe executive branch. 
c. . Presidents used to be fairly forthcoming 
with information. In recent decades, they 
. have often seemed affronted by the very re- 
. quest. During both Whitewater and Iran- 
“ contra, aides who could no longer avoid 
 testifying lied on the stand or took the fifth 
amendment (against self-incrimination) in 
- order to protect the president. Some of 
them plainly hoped for another executive 
privilege, presidential clemency, which can 
< be used to shut down investigations that 
are getting too close for comfort. George 
Bush, in almost the last act of his presi- 
dency, pardoned six Reagan officials in- 
. volved in Iran-contra in order to forestall 
their possibly embarrassing trials. 

Aides, of course, can crack eventually. 
Even heel-clicking Oliver North, when it 
came to his criminal trial on Iran-contra 
charges, felt he had to impute it all to the 

. president at last. (“I felt,” he told his pros- 
 ecutors, "like a pawn in a chess game 
played by giants.”) Yet proceedings against 
him had been delayed as long as the White 
» House could manage: in particular, by the 














RAM privilege to documentary evi- 
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tional security”, “ongoing diplomatic ne- 


_ efforts of administration lawyers to apply | 


ce. Papers were refused outright (*na- — 


gotiations”), or were handed over only after 
the CIA had spent the necessary weeks and 
months with the black deleting pen. They 
were torn up, shredded, stuffed into bras. 
Most contemptuously of all, the White 
House on several occasions demanded that 
the investigators specify precisely, out of a 
mountain of documents they had not yet 
seen, which ones they wanted. 

The Clinton White House has seen 
nothing on this scale. This is partly in the 
nature of the activities under investigation. 
Iran-contra was a head-on clash between 
Congress and president over foreign pol- 
icy, and even Watergate had its roots in 


strategies to re-elect the president: executive 


privilege was thus the weapon of choice, 
and the administration's true believers 
closed ranks. In Mr Clinton's troubles, 
where the accusations cover dodgy land 
deals or sexual recklessness, true belief is 
strained. Over the Vince Foster affair, White 
House aides showed the usual solidarity; 
but over Monica Lewinsky the protective 
wall of staffers and friends crumbled im- 
mediately, until Mrs Clinton brought in 
the troops to shore it u P again. 

Mr Clinton has also failed in his at- 
tempts to claim executive privilege in the 
documents department. To be fair, he has 
not tried particularly hard. Most subpoe- 
nas have been complied with eventually, 
though Hillary's billing records went miss- 
ing for a while, only to turn up most mys- 
teriously in the White House "book room". 
The former White House counsel, Bernard 
Nussbaum, tried to invoke executive privi- 
lege to avoid handing over some of Foster's 
papers; but these were private presidential 
papers, such as tax returns, and therefore 
not covered by the privilege. The adminis- 
tration then resisted a subpoena for notes 
of Mrs Clinton's conversations with White 
House lawyers, claiming lawyer-client priv- 
ilege; but the courts ruled that the sub- 
poena was legal, since the privilege does 
not apply to government lawyers, even 
when they are talking to the president or 


| Was propositioned by MrClinton in aLit le 


The president's lawyers argued vigorously 




















































House Ade for priate ones, to ow iom 
they can talk band * | 
Both these rulings offer a chink of light 
that the president may be a man a 
and subject to ordinary legal j roc 
But the strongest suggestion of th 
most heartening to Mr Starr, has 
of the Paula Jones case. Most : 
the annals of bringing presid 
this is a federal civil suit, ostensib 
ual harassment. Miss Jones, who cla 


Rock hotel in 1991, when he was governo 

of Arkansas, never wanted to bring the cas 
to court; she simply wanted the president: 
to own up to what she said he did, an 
apologise like a gentleman. | 


And justice for all 


The response of Mr Clinton's lawyers, | 
of presidential hubris, was to dismiss he 
tale as “tabloid trash", and to offer a se 
ment with no apology. Miss Jones refust 
and has persisted. Her lawyers are nov 
tent on finding a "pattern and practice" 
using government power to win sexual fa 
vours. Mr Starrs inquiry, thanks to t 
Lewinsky tapes, is now running parallel 
this one. Mr Clinton has just provided a de 
position on oath and on videotape in t 
Jones case, an action unprecedented fo 
sitting president in a civil case; if he turn 
out to have lied, Mr Starr may have him. 

That deposition itself was the result of 

ruling that may have the widest impli 
tions, for Mr Starr and for those who foll 
him. This was the Supreme Court decision 
last year, that the Jones case could not b 
delayed until Mr Clinton was out of office. 


that he could not possibly take part in a 
trial; he was the chief executive, leader of 
the free world. The Supreme Court argued 
back, unanimously, that he was a man who 
had to answer to a lawsuit like any othe 
And so he will, in May. By which time hé 
may indeed be just a man again. 
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Self-denial 


The United States was con- 
sumed with the allegation 
that President Clinton had 
had a sexual relationship 
with a White House intern, 
Monica Lewinsky, and had 
persuaded her to lie about it 
on oath. The president 
strongly denied it, and his 
wife defended his good name 
on the morning television 
talk-shows, saying that her 
husband was the victim of “a 
vast right-wing conspiracy”. 
Miss Lewinsky bargained for 
immunity from prosecution 
with Kenneth Starr, the inde- 
pendent counsel investigat- 
ing the Whitewater affair. 


-———— ———————————————— À— — — — 


Without mentioning the 
scandal, Mr Clinton deliv- 
ered his state-of-the-union 
message to Congress. He 
promised that expected bud- 
get surpluses would be used 
first to shore up the rickety 
Social Security (pensions) 


system. 


Theodore Kaczynski, the so- 
called Unabomber, agreed 
to plead guilty in exchange 
for a life sentence rather than 
execution. 


Canadians and Americans 
tried to cool their west-coast 
salmon war. 


Researchers using the Hubble 
space telescope reported that 
Proxima Centauri, the star 
nearest to earth (bar the sun). 
has something orbiting it— 
not a planet, alas, but a 
brown dwarf, a failed star. 
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The pope concluded his visit 
to Cuba with a mass in Ha- 
vana. He denounced the 
American embargo, but 

| called for more freedom. 

| Parts of the crowd burst into 

| cries for libertad. 


Rifts widened in Argentina's 
ruling party, as friends of 


President Carlos Menem tried 





to open the legal possibility 
of a third term for him. His 
would-be successor, Eduardo 
Duhalde, said that would be 
a "judicial coup d'état." 


Sacrificed 


Japan's finance minister, 

Hiroshi Mitsuzuka, resigned, 

taking responsibility for the 

disgraced finance ministry, 

where two officials were ac- 
cused of taking bribes. 


. China softened towards Tai- 
wan, calling for a renewal of 
talks on commercial links be- 
tween the two countries that 
have been suspended since 

| 1995. But Taiwan appeared to 
| reject the approach, saying 

| that China, which regards the 
_ island as a rebel province, 
had to treat it as an equal. 





In Madras 26 people were 
sentenced to death for taking 
part in the murder of Rajiv 
Gandhi in 1991, when he 
was Campaigning to be 
elected as India’s prime min- 
ister again. They were said to 
| be members of, or connected 
| to, Sri Lanka's Tamil Tiger 

| secessionist movement. 








———— 


Sonia Gandhi, Rajiv's Ital- 
ian-born widow, boosted the 
Congress party's chances in 
India's upcoming general 
election by promising to 
make 100 speeches. But she 
again declined to stand for 
parliament. 


The Tamil Tigers bombed 
the Temple of the Tooth, Sri 
Lanka's holiest Buddhist 
shrine, killing 16 people. 


Pick-me-up 


Even as Russia's stockmarket 
disintegrated, President Yel- 
tsin announced a 12-point 
plan to revive the economy. It 
calls, among other things, for 
tax cuts and land reform. 


The British government was 
expected to announce a new 
inquiry into Bloody Sun- 
day—the day in 1972 when 
the British army killed 14 
demonstrators in Northern 
Ireland. It was hoped that the 
announcement would ad- 
dress nationalist grievances, 
and bolster the chances of se- 
curing a peace settlement. 


The European Union is to 
give $6.6m to a moderate new 
government of Bosnia's Serb 
Republic, from which it had 
previously withheld aid. 


Switzerland and the Eu 
agreed on the cost of tolls to 
be levied on Eu trucks pass- 
ing through the Swiss Alps, 
thus making a long-sought 
trade deal more likely. 


A Turkish government report 
said that agents of the state 
were involved in drug-traf- 
ficking, killing Kurds, and ex- 
tortion. The prime minister, 
Mesut Yilmaz, used the find- 
ings to attack Tansu Ciller, 
one of his predecessors. 


The pope told Germany's 
Catholic church to stop issu- 
ing "counselling certificates", 
which women need before 
they can have an abortion. 
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| The Czech parliament gave a 


vote of confidence to a new 
government, led by a non- 
party banker, which will rule 
until a general election, prob- 
ably in June. 


| 
| 
! 


Romania's Social Democrats 


walked out of the ruling cen- 
trist coalition, but said they 
will support the government 
if it proceeds with economic 
reforms. 


Slovakia's parliament 
seemed unlikely to elect a 
successor to President Michal 
Kovac, due to quit in March. 


Still mediating 


In a last-ditch bid at Iraqi-UN 
mediation, Russia sent à 
mission to Baghdad. America, 
preparing for a military strike 
against Iraq, sent its secretary 
of state off to talk to the Brit- 
ish, French and Russian for- 
eign ministers. She will con- 
tinue on to Kuwait, Bahrain, 
Saudi Arabia and Egypt. 





Gro Harlem Brundtland, a 


former Norwegian prime 
minister, was nominated to 
be director-general of the 
World Health Organisa- 
tion. The Americans, and oth- 
ers, look to her to revive a UN 
agency, once great but now 
long demoralised. 


Burundi's defence minister, 
Firmin Sinzoyiheba, was 
killed in a helicopter crash. A 
powerful figure in the current 
Tutsi-dominated regime, he 

had also served under the 
president who was deposed 
in à 1996 coup. 


THE ECONOMIST JANUARY 318T 1998 























Mainstream 









ibitious Compaq, the 













| mputers, will become 
one of the biggest all-round 
providers of computer prod- 
ucts with the $9.6 billion pur- 
chase of Digital Equipment, 
` ‘rai ate ce trou- 





The effec of Microsoft's on- 

- "| slaught on the browser mar- 

- | ket was revealed in a larger- 

_| than-expected net loss for 

. | Netscape of $88.3m in the 

- | fourth quarter, down from a. 

- | profit of $8.2m a year earlier. 
|. To keep itsever-shrinking — 





| lead in the business, the soft- 


" | ware firm recently decided to 
d NE away its browser. 





| hAm erica’ s biggest long-dis- 
- | tance carrier, AT&T, had its 
-| first quarterly rise in profits 
| for a year and, as expected, 
announced plans to cut 
-| 15,000-18,000 jobs to save 
| $3.5 billion annually. Net in- 
-come for the year fell 20% to 
$4.47 billion. 





Nomura International, 
part of a Japanese bank, and 
Texas Utilities, America's 
sixth-biggest utility, became 
. rival bidders for Energy 
Group, Britain's biggest en- 
ergy supplier, valued at £3.9 
billion ($6.3 billion), A third 
. | bid from PacifiCorp, another 
E American utility, is expected. 







Canada saw two big energy 
nergers. TransCanada Pipe- 


| lines is paying C$7 billion 
($4.8 billion) for Nova to cre- 
| ate North America’s fourth- 
largest energy-services busi- 
. ness. Union Pacific Resources 
.| Group of the United States is 
. paying $3.5 billion in cash 
and assumed debt for Norcen 


group that wants to dispose 


Not sterling 


leading maker of per- 


along near its lowest level 


. placed sterling in 1858. Low- 
inflation Canada cannot 

compete with America's 

“higher interest rates. 


| nounced a merger worth 
: $132 billion. If it is approved, 
the new bank's combined as- 


Deutsche Bank has set aside 


| Cendant, a direct-marketing 


Energy Resources, which is 
partly owned by Noranda, a 


of its non-mining assets. 





Despite intervention, the Ca- 
nadian dollar is bumping 


against the dollar since it re- 


Royal Bank of Canada and. 
Bank of Montreal an- 


sets of $311 billion would 

make it the second-largest in 
North America behind Chase 
Manhattan, whose assets 
stand at roughly $370 billion. 


DM3.9 billion ($2.2 billion) to 
cover losses in Asia and a re- 
organisation that will merge 
its investment- and corporate- 
banking arms. Operating 
profit in 1997 would be cut 
by a third from the previous 
years DM5.8 billion, said the 
bank, whose share price 
bounced up on the news. 


company, launched a $2.7 bil- 
lion hostile bid for American 
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Bankers Insurance Group, 
which specialises in credit in- 
surance. Cendant also filed a 
lawsuit against the company. 
in an attempt to stop it being. 
sold to American Interna- ~ 
tional Group, a huge finan- 
cial-services outfit, which last 
month mounted a $2.2 bil- 
lion bid, 


Refusing a subsidy of £1.2 bil- 
lion ($2 billion), the British 
government threatened to 
take over the Channel rail 
link and Eurostar passenger 
service unless the consortium 
in charge of the project can 
secure private finance vanin 
30 days. 


A joint venture between In- 
dustrial and Commercial 
Bank of China, a leading 
state-owned bank, and Hong 
Kong’s Bank of East Asia is 
to buy the Asian equities and 
corporate-finance operations 
of NatWest Markets at a 
“small” premium to its book 
value of HK$132m ($17m). 


Rapped 


The European Commission 
fined Volkswagen 1020 ecus 


 ($111m), a record for one com- 


pany, for allegedly preventing - 
its Italian distributor from 
selling cars at cheaper Italian 
prices to customers living i in 
Germany and Austria. 








Ice-cream makers will no 
longer be able to ban rival 
products from their freezer 
cabinets in shops, the Euro- 
pean Commission decided, 
supporting a long-time com- 
plaint about "freezer exclusiv- 





| 
| 
| 
| 
| 
| 
| 
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- Boeing declared a net loss of 


ing alliance, combining the 
. routes of America’s fourth- 
|. and fifth-biggest airlines. It- 

‘was a blow to Delta Air Lines 


merger of its own with 


-ings of Banque Paribas and - 
| long-term ratings and finan- - : pe 


| Nationale de Paris from sta- 


| Banque Paribas it changed ~ 


| remained unchang 


ity” made by An 
against Unilever 
ice-cream maker in 










Royal Dutch/Shell s 
wants to chop up its 4 
Spar oil platform an 
vert it into part of a qt 
Stavanger in Norway. Its ot 
inal proposal to sink the pli t 
form at sea caused an inter- | | 
national IOW in 1995. É 



























The big three car makers 
beat profit forecasts for the 
fourth quarter. GM more tha 
doubled to $1.74 billion after 
tax, Ford jumped 49% to $18 
billion, and Chrysler rose 6? 
to $852m. » 










$178m in 1997, its first an- = 
nual loss in 50 years. The... | 
problems were caused by a - 
combination of production. 
snags and a fourth-quarter . 
B charge of $1.4 billion 
relating to its purchase of Me- 
Donnell Douglas. | 
































Northwest Airlines took 
controlling $519m stake in 
Continental Airlines and 
the two agreed to a code-sha 


which had been negotiatin 
Continental. 


Correction 

We said last week that | 
Moody's Investors Service. ^ | 
had lowered the credit rat- | 





Banque Nationale de Paris. 
This was wrong. Moody's 
changed the outlook on the 


cial strength of Banque 
ble to negative. In the case of 


the outlook from positive to. 
stable but kept the bank's f 
nancial strength on revies 
for possible upgradin 
actual ratings for both 
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advantage 


Advance your career while you work by earning a world-renowned 
M.B.A. degree 

* in Il one- and two-week modules spread over 18 months 
(ten in Barcelona. one in Chicago) 

* taught by the distinguished Chicago business school faculty, a group 
that includes several Nobel Prize winners 

* with an elite group of international managers. (More than 30 
countries are represented in our most recent class.) 
Places are limited. So get one step ahead—request an application 
now. The next class starts in July. 





The University of Chicago 
International Executive 
M.B.A. Program at Barcelona 


Next information events: Luxembourg. February 2. 6:30 pm, Banque International à 
Luxembourg: Brussels, February 3, 6:30 pm. Hotel Sheraton: Madrid, February 11, 7:30 pm, 
Palacio de Argentaria. 

T The University of Chicago Aragó 271, 08007 Barcelona, Spain 

NES Tel +34-3-488-33-80 * Fax +34-3-488-34-66 - e-mail barcelona.inquiries ? gsb.uchicago.edu 


1 Website http://gsbwww.uchicago.edu/programs/exec/ 
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Kim the peacemaker 


SEOUL 


Elected but not yet formally in office as South Korea’s president, Kim Dae Jung 
may already have pulled his country back from the brink 


T IS not the script Kim Dae Jung and his 

pro-democracy followers had long been 
rehearsing. After being hounded, kid- 
napped, jailed and nearly assassinated by 
his country’s government, the 73-year-old 
dissident will officially take over as presi- 
dent on February 25th. Mr Kim, who was 
elected in December on his fourth attempt, 
will be the first member of the opposition 
in the country’s recent history to move into 
the Blue House, the presidential mansion 
in the capital, Seoul. 

Yet the role Mr Kim had been expected 
to play was more that of Germany’s Willy 
Brandt, who sought co-operation between 
the two parts of his divided country in the 
1970s, than of Michel Camdessus, the cur- 
rent head of the imF. Mr Kim's presidency 
was to be spent transforming an industrial 
juggernaut, run for the benefit of a few rob- 
ber barons, into a modern democratic 
state. He would also reach out to starving 
North Koreans and create conditions, if not 
for unification, then at least for some form 
of peaceful accommodation. 

All that has gone by the board. Although 
Mr Kim’s Nordpolitik may yet come about, 
he first has to sort out the financial mess 
bequeathed by the government of Kim 
Young Sam. Though he admits to being ill- 
prepared for the task, Incomer Kim has 
been quicker to grasp the political and so- 
cial implications of the country’s $57 bil- 
lion IMF bail-out than Outgoer Kim. 

The soon-to-be-ex-president’s Grand 
National Party is now in disarray as the 
harsh reality of life in opposition sinks in. 
The party still controls 162 of the 299 seats 
in the National Assembly. But demor- 
alised, and with its old gushers of money 
from South Korea’s conglomerates, the 
chaebol, drying up, it could easily frag- 
ment. Most people expect the new ruling al- 
liance, made up of President-elect Kim’s 
National Congress for New Politics, with 77 
seats, and the United Liberal Democrats, 
with 43 seats, to boost their numbers as dis- 
illusioned members of the former govern- 
ing party trickle across the aisle. 

The present lack of a majority has not 
prevented the coalition from ramming a 
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series of 1mF-mandated reforms through 
the assembly, with more to come. On Janu- 
ary 29th, that swift action helped South Ko- 
rea reach a new agreement with interna- 
tional lenders on the repayment of its 
short-term debt. 

Earlier, after five days of heated talks, 
even the unions had decided to back down 
from their threat to call strikes. They agreed 
on January 20th to a package of social re- 
forms that include extra spending on wel- 
fare and retraining. Controversial legisla- 
tion for ending lifetime employment will 
go to parliament on February 2nd. 

Although it will not go through without 
a fight, there is no question about who is 
now in charge of pulling what was the 
world’s 11th-largest economy back from the 
economic brink. A religious man (the first 
Roman Catholic to be president), Mr Kim 
views the crisis as a blessing in disguise. It 
allows him to tackle head-on some of the 
practices that have long hobbled Korean so- 
ciety—the collusive relations between poli- 
ticians and big business, resistance to di- 


Hail to the new chief 


rect foreign investment and the rigidities of 
the labour market. Without the shame and 
urgency of meeting the terms of the IMF 
bail-out, such reforms might have taken de- 
cades to implement. 

One measure of how effectively the in- 
coming president and his crisis-manage- 
ment team have taken charge was their re- 
fusal to accept the Grand National Party’s 
plan to place a new watchdog agency for 
supervising banks, securities firms and in- 
surance companies under the Ministry of 
Finance. To ensure its independence, Presi- 
dent-elect Kim has insisted that the agency 
should come under a strengthened prime 
ministers office. The deal that the presi- 
dent-elect struck with Kim Jong Pil, the 
leader of the United Liberal Democrats, 
was to promise him the prime minister's 
job and endow the office with more clout 
than its current largely ceremonial role. 

These changes have not been made 
solely for reasons of political expediency. 
The new president intends to turn South 
Korea's presidential system of government 
irto more of a parliamentary one. The 
main reason for the country's troubles—in- 
adequate supervision that allowed banks 
and firms to amass more than $150 billion 
of mostly short-term foreign loans—can be 
traced to presidential appointees in the se- 
nior ranks of the bureaucracy. Throughout 
last year, warnings from lower-ranking offi- 
cials about the country’s mounting cur- 
rency problems went unheeded as senior 
officials hoped to muddle through until af- 
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ter the presidential election. 

MrKim's answer is smaller government 
and better communication all round. “The 
present administration needs not only 
downsizing but also re-engineering," says 
Lee Jong Chan, chairman of the president- 
elect’s transition team, in the jargon of 
modern American business-speak. The in- 
coming government intends to reduce the 
number of ministries from 21 to 17, and 
eliminate 19 senior cabinet posts and 10% 
ofgovernment jobs. Against the opposition 
of his coalition partner, Mr Kim also wants 
to create an Office of Plannins and Budget, 
much like America's Office of Management 
and Budget, to report to him directly. 

To appease his coalition partner, the 
new president intends to abolish the two 
posts of deputy prime minister. Mr Kim 
Jong Pil will head a new Office of Co-or- 
dination to manage inter-departmental af- 
fairs. He will also be in chargeof the power- 
ful new Office of Financial Supervision. 
These changes are intended primarily to 
enhance the power of both the president 
and the prime minister at the Ministry of 
Finance's expense. “It should finish up be- 
ing more like the German style of govern- 
ment than the French," says Yang Sung 
Chul, one ofthe new president's men in the 
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National Assembly. 

But what chance does Mr Kim have of 
creating a Bundestag, let alone a stage on 
which to play the part of Brandt one day? 
The constitutional changes required for a 
proper parliamentary system will need a 
two-thirds majority in the assembly and a 
referendum. The referendum alone might 
well involve over a year of public debate. 
Mr Kim's present popularity will not last 
indefinitely. By late spring, when unem- 
ployment doubles to over 1m, bankruptcies 
soar among both big and small companies, 
and inflation resumes, no amount of 
squeezing of the chaebol to make them pay 
for their previous sins will prevent South 
Korea's awkward unions from storming 
back into the streets. 

Mr Kim's best hope may be to use some 
of the bail-out funds to head off liquidity 
problems in the non-chaebol part of the 
economy—where four out of five South Ko- 
reans work. The only chunk of money that 
can be used for such purposes is the World 
Bank's $10 billion contribution to the IMF's 
whip-round. But that will not go far. Mr 
Kim is marching his country in the right di- 
rection, but it will not be marching on a full 
stomach for some time to come. 





DNO UT, DU Y us 


Japan 


Ruined for a 
game of golf 


TOKYO 


N CUE, Japan's finance minister, 

Hiroshi Mitsuzuka, resigned on Janu- 
ary 27th, ostensibly to take responsibility 
for the arrest of two finance-ministry offi- 
cials. The officials are said to have been 
bribed with golfing junkets and other 
entertainments in exchange for tips about 
the timing of ministry inspections. Be- 
tween them, Asahi Bank, Dai-Ichi Kangyo 
Bank, Sanwa Bank and the now bankrupt 
Hokkaido Takushoku Bank are said to have 
spent Y9m ($72,000) on the two officials. A 
third official at the finance ministry who 
had been sought by the police was said to 
have hanged himself. 

The latest scandal to rock the Ministry 
of Finance began when a former ministry 
official was arrested a few weeks ago for, ac- 
cording to the police, taking bribes from 
Nomura, Japan's biggest securities firm. 
The bribes were small compared with the 
hoards of cash that have been pocketed by 





A tooth for a tooth 


| COLOMBO 


NTIL last weekend, the Sri Lankan 
government had been planning to 
| celebrate the country’s 50 years of inde- 
pendence at Kandy, a pleasant town up 
in the hills that was the centre of the old 
Sinhala kingdom. More than 70% of Sri 
Lankans are Sinhalese. But Kandy is now 
a town in mourning. On January 25th a 
bomb killed 16 people and injured many 
others. Even worse, in the view 
of many Sri Lankans, the attack 
| was deliberately directed at a 
| temple containing a tooth of 
Buddha. For Buddhists it is the 
country's holiest shrine. A lorry 
containing the bomb was 
crashed by a suicide driverinto 
the temple, damaging it badly, 
although its sacred relic was 
untouched. 

The attack was carried out 
by the Tamil Tigers, who fer 14 
years have been fighting for a 
separate homeland for the 
Tamil minority in the north- 
east of the island. The message 
of the vindictive attack seemed 
to be that the Tamils had noth- 
ing to celebrate. 

The government will now 
celebrate independence in Co- 
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lombo, a more easily defended town—al- 
though it too has been bombed. Prince 
Charles, representing the former colonial 
power, is still expected for dinner on Feb- 
ruary 4th, the country's birthday. The dep- 
uty defence minister, Anurudha Katwat- 
te, whoisin charge ofthe day-to-day oper- 
ations against the Tigers offered his resig- 
nation. But, after protests by Buddhist 
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Outrage, Buddlistetvle 
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organisations, President Chandrika Kum- 
aratunga, who is both defence minister 
and commander-in-chief of the armed 
forces, declined to accept it. Mrs Kumara- 
tunga is the real target of criticism for the 
lack of progress in ending the civil war. | 

In May last year, after peace talks had 
failed, Mrs Kumaratunga gave her army 
chiefs permission to launch a huge offen- _ 
sive against the Tigers entrenched in the | 
Jaffna peninsula in the north of the coun- 
try. At first, the offensive seemed success- 
ful. Jaffna town was reclaimed forthegov- 
ernment. But nine months | 
later, after the deaths of thou- 
sands of soldiers, guerrillas and 
civilians, the: Tigers remain a 
formidable fighting force. 
Nevertheless, on January 29th 
the first local-government elec- 
tions for 17 years began in Jaff- 
na, amid tight security. 

Mrs Kumaratunga has now 
formally outlawed the Tigers. 
Although the United States last 
year listed the Tigers as one of | 
30 "foreign terrorist organisa- 
tions", shehad been reluctant to 
proscribe them and thus end 
the tentative links that have 
kept peace hopes alive. But the 
attack on the Temple of the 
Tooth has so angered Sri Lan- 
ka's Buddhists that she may 
have felt she had no option. 
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officials in other ministries. But they are be- 
ing viewed seriously. The officials involved 
were said to be on the take during last sum- 
mer's heated debate on administrative re- 
form, when the separation of supervisory 
and inspection functions to prevent such 
behaviour was much discussed. They can- 
not plead ignorance. Back in December 
1996, the ministry established ethical 
guidelines for officials. 

The finance ministry is on the defen- 
sive, allowing Ryutaro Hashimoto, the 
prime minister, to put a few teeth back into 
the financial reforms on which he has 
staked his career. They had been cynically 
defanged by the ruling Liberal Democratic 
Party (LpP), many of whose members de- 
pend on the Ministry of Finance for hand- 
outs to their constituents. 

The arrests this week have helped Mr 
Hashimoto in other, more immediate, 
ways. The prime minister has been looking 
fora plausible excuse to get rid of Mr Mitsu- 
zuka. The ministers fumblings had not 
convinced an increasingly impatient 
America that Japan had a grip on its finan- 
cial problems, and was taking proper mea- 
sures to boost its economy and so help its 
stricken Asian neighbours. 

It made matters even easier that Mr Mit- 
suzuka's head was being demanded by the 
opposition as the price for allowing 
through a Y3 trillion supplementary bud- 
get, together with bills needed for injecting 
¥30 trillion of public money into Japan's 
ailing banking system. The LDP has enough 
members (258 out of 500) in the lower 
house of the Diet (parliament) to pass bud- 
getary legislation (which does not need the 
upper house's approval). Even so, the oppo- 
sition could have held things up. Through 
intermediaries, Mr Hashimoto had prom- 
ised the Americans that he would have the 
economic package in place before the end 
of January. No sooner had Mr Mitsuzuka 
fallen on his sword than the package was 
winging its way through the Diet. 

Who will be the new finance minister? 
Thefaction headed by Mr Mitsuzuka wants 
to retain control of the job. Its choice is So- 
hei Miyashita, a former finance-ministry 
official, or Yoshiro Moni, a former cabinet- 
member. But the post is too important— 
probably more important at the moment 
than the prime minister’s—to be filled ac- 
cording to the dictates of factional politics. 
Mr Hashimoto wants someone with 
enough credibility to get the economy go- 
ing. The markets are hoping for Kiichi Mi- 
yazawa, an old hand who, as finance minis- 
ter, was more than a match for the ministry. 
It has not escaped attention that Mr Miya- 
zawa was in charge when Japan pulled out 
of recession in the 1980s and started to soar 
skywards in bubble fashion. Most think 
that a little bit of "bubble economy" right 
now would be no bad thing. 
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Carried away with a Gandhi 


India 
Sonia's choice 


DELHI 


ETS are still being taken on who will be- 

come India's prime minister after the 
general election, for which voting starts on 
February 16th. But the odds are shortening 
on Manmohan Singh, a former finance 
minister, who was not even in the race two 
months ago. People in the Congress party 
say he has an excellent chance of being 
asked by Sonia Gandhi, widow of Rajiv 
Gandhi, to lead the party in parliament. 
Her word is law in a party trained to sit up 
and beg every time a member of the Gan- 
dhi family whistles. 

The Bharatiya Janata Party and its allies 
remain front-runners in the campaign, but 
opinion polls suggest they will fall short of 
an absolute majority. In that case Congress 
and the United Front, an alliance of 13 par- 
ties which ruled for the past 18 months, 
could get together to form the next govern- 
ment. Under the previous deal, the Front 
provided the prime minister while Con- 
gress supported it from outside. This time 
Congress will insist on the top job. 

MrSingh is the chief architect of India's 
economic reforms since 1991. An economic 
bureaucrat, he was drafted into politics as 
finance minister during the financial crisis 
of 1991, when India almost went bust. Once 
the crisis was over, many Congress old-tim- 
ers said Mr Singh had outlived his useful- 
ness. But he had made his mark as a man of 
integrity in a notoriously corrupt party, 
and this caught the attention of Mrs Gan- 
dhi. If she wishes to give Congress a new 


ASIA 


look, Mr Singh would appear to be a 
good choice. 

However, it is not yet clear how 
far she will go in restructuring the 
party, which is currently headed by a 
lacklustre gerontocrat, Sitaram Kesri. 
Mrs Gandhi stayed out of politics af- 
ter her husband was killed, but she 
has always wanted what she sees as 
the Gandhi family inheritance to be 
kept intact. To stem the collapse of 


doned her policy of staying away 
from the hustings and has agreed to 
campaign for the party. She says she 
will address almost 100 meetings. All 
this has greatly cheered the loyalists, 
ended a spate of defections, and pro- 
duced a swing of up to 11% of the vote 
to Congress in cities where she has 
already spoken. 

So far, Mrs Gandhi has refused to 
accept any official position herself. 
Yet if she is serious about taking the 
party in hand, she cannot continue 
to remain aloof from the task of 
choosing a new team and new poli- 
cies. She has asserted herself in the choice of 
Congress candidates, and has vetoed many 
pro-Kesri applicants. 

As significant is the new pro-reform 
slant in the party's election manifesto. Orig- 
irally, Mr Kesri wanted to promise a dole 
of 500 rupees (about $13) per month to the 
educated unemployed. Mr Singh objected 
that this would blow an enormous hole in 
the budget. He said Congress must stop its 
old game of promising endless subsidies in 
the hope of buying votes, and instead con- 
centrate on reforms that would induce 
rapid growth, the best antidote to poverty. 
Mr Kesri has backed down. 

In the 1996 election, the Congress mani- 
festo was defensive about economic re- 
form. This time the manifesto is explicit on 
privatisation and other reforms. The invisi- 
ble hand of Adam Smith is advocated by 
the visible hand of MrSingh. However, any 
euphoria on this count must be tempered. 
In India, manifestos are rarely read before 
an election or implemented afterwards. 





Cambodia 
Foul and unfair? 


PHNOM PENH 


LTHOUGH the election is not due until 
July 26th, a year after his bloody coup, 
Hun Sen already predicts that the political 
career of his rival, Prince Norodom Ranar- 


iddh, is "finished". As Cambodia's joint | 


prime ministers, Mr Hun Sen and the 


morale in the party, she has aban- 
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prince were meant to share power. Inev- — 


itably, after Mr Hun Sen had seized it all for 
himself, things changed. The poll is likely to 
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Hun Sen measures his majority 


be a very different affair from the 1993 elec- 
tion organised in the war-ravaged country 
by a UN transitional authority known as 
UNTAC, at a cost of more than $2 billion. 
Indeed, even Mr Hun Sen has taken to call- 
ing it the HUNTAC election. 

Many believe that Mr Hun Sen has al- 
ready stacked the odds overwhelmingly in 
his favour. Most of his critics have fled the 
country, although some have recently re- 
turned. Others have been cowed into si- 
lence. Thirteen opposition politicians, in- 
cluding Prince Ranariddh, remain in self- 
imposed exile. 

On January 26th, Cambodia's parlia- 
ment approved the membership of the Na- 
tional Election Commission, which will or- 
ganise the poll. This outfit is supposed to be 
independent, but critics claim the board is 
heavily biased in favour of Mr Hun Sen. 
Signs supporting his Cambodian People's 
Party (CPP) appear all over the country, but 
few people are brave enough to put up 
those for opposition parties. The cpp also 
has a stranglehold on Cambodia's radio 
and television. Though cpposition news- 
papers are still vocal, the government has 
threatened crackdowns. 

Even the head of state, King Norodom 
Sihanouk, seems to have been intimidated. 
He abruptly left the country on January 5th 
after retracting a pledge to provide Prince 
Ranariddh, his son, with a pardon if the 
prince were convicted by a military court 
on charges of weapons smuggling and col- 
luding with the Khmers Rouges—the pre- 
text Mr Hun Sen used to grab power. The 
king's pardon was seen as a way of letting 
the prince return. Mr Hun Sen, however, 
spurned the idea and his supporters began 
attacking the monarchy. 

The European Union has pledged 9.5m 
ecus ($10.5m) towards the cost of the poll, 
without laying down any specific condi- 
tions. The EU, however, says the aid will be 
suspended if it believes free and fair elec- 
tions are not possible. Mary Robinson, the 
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UN commissioner for human rights, visited 
Cambodia this week, but has given no indi- 
cation whether she would recommend that 
the UN lend its support to the election. 
Cambodia's relations with the UN have be- 
come increasingly strained. The Cambo- 
dian authorities have failed to launch an 
investigation into the killing of more than 
45 supporters of Prince Ranariddh after the 
coup, as detailed in a UN report. 

With the tactics of a jungle fighter, Mr 
Hun Sen has gone on the attack. He accuses 
the UN'scentre for human rights in Cambo- 
dia of arrogant behaviour and interfering 
in the country's judicial affairs. And he has 
turned on his neighbours. The regional 
club, the Association of South-East Asian 
Nations, had been trying to broker a settle- 
ment between Mr Hun Sen and Prince 
Ranariddh. But Mr Hun Sen has told 
ASEAN to keep its nose out of Cambodia's 
affairs, and suggested its members would 
be better employed sorting out their own 
financial problems. 





Indonesia 
Debt relief 


JAKARTA 


ITH its currency, the rupiah, having 

fallen by over 80% against the dollar 
in six months, the Indonesian government 
has at last begun to implement in earnest 
the reforms agreed on with the IMF. Presi- 
dent Suharto has completely revised his 
budget and abolished monopolies and 
privileges awarded to his family and 
friends. Plans to rescue the country's banks 
were announced this week and, although a 
formal debt moratorium was ruled out, a 
"temporary freeze" was agreed on, thus 
dignifying the de facto freeze already in 
place. Hundreds of Indonesian companies 
have stopped debt payments. Nearly all 
those listed on the Jakarta stock exchange 
have been technically bankrupt since the 
rupiah plunged to around 11,000 to the dol- 
lar in January. 

After weeks of criticism, financial ana- 
lysts were at midweek beginning to sound a 
little more optimistic. The scheme to re- 
structure the banks establishes a new, inde- 
pendent agency that will assess all of Indo- 
nesias more than 200 banks. Unhealthy 
ones will be taken over, and then made to 
merge or be liquidated. To prevent further 
panic withdrawals of savings, the govern- 
ment is guaranteeing all bank deposits and 
liabilities. "This is about as far as anyone 
could expect Indonesia to go at this stage," 
says a foreign banker in Jakarta. But it may 
still not be enough to bring the rupiah back 
to the official target of 5,000 to the dollar, 
the figure on which Mr Suharto's budget 
forecasts are based. 





That would mean that companies 
would continue to face difficulties in pay- 
ing their foreign debts, which are estimated 
to amount to as much as $80 billion. The 
temporary freeze on repayments will buy 
some time to renegotiate terms, but some 
companies will go bust. It will, in any event, 
take months to unravel who owes how 
much, and to whom: weak regulations and 
deep-rooted corruption among officials 
meant that businesses were able to borrow 
huge sums without disclosing either the ex- 
tent of their liabilities or how they were 
spending the money. 

Even those companies still in business 
are struggling. Indonesia’s diminished 
credit rating means firms often cannot get a 
letter of credit, even to take advantage of lu- 
crative contracts offered to them to make 
export goods. This means that hundreds of 
companies could go to the wall before the 
economy starts to improve. 

If that happens, millions will lose their 
jobs. With inflation predicted to reach at 
least 20% and either no growth or a reces- 
sion this year, there is a serious risk of social 
unrest. Many Indonesians taking a holiday 
to mark the end of the Muslim fasting 
month of Ramadan are likely to return to 
find their factories closed. 

Already riots have broken out in pro- 
vincial towns over rising food prices. This 
increases the risk of a backlash against the 
ethnic Chinese, who have long controlled 
much of Indonesia's economy. On January 
28th, mobs looted some shops owned by 
ethnic Chinese in towns on the main is- 
land of Java. Even though the Chinese in 
Indonesia have been banned from cele- 
brating the lunar new year in their tradi- 
tional manner, lest that should spark trou- 
ble, few anyway feel there is much to cheer 
about the arrival of the Year of the Tiger. 


Frozen debts, melting currency 
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UNITED STATES 


Let slip the dogs of war 


WASHINGTON, DC 


be Y CENTRE is giving way, my 

right is in retreat,” said Marshal 
Foch at a particularly desperate moment in 
the first world war: “Situation excellent. 
I'm attacking!” Will similar tactics save Bill 
Clinton’s presidency, be it from public con- 
tempt, the pressure to resign or even—worst 
of all—impeachment? This week the presi- 
dent and his friends launched a belated 
counter-offensive, by chat-show and Tv 
camera, against last week's allegations of 
sexual sleaze with a White House intern, 
Monica Lewinsky, and against Kenneth 
Starr, the relentless independent prosecu- 
tor who has tagged those allegations on to 
his four-year-old investigation of the role 
Mr Clinton played in the Whitewater land- 
deal scandals. 

"There's going to be war," declared the 
president's friend, James Carville, on NBC's 
"Meet the Press", "and we're going to fight, 
and we're going to fight very hard, to de- 
fend this president." Then it was the presi- 
dent's turn, looking hard into the cameras 
during a White House presentation on 
child-care policy: “I want you to listen to 
me...I did not have sexual relations with 
that woman, Miss Lewinsky. I never told 
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anybody to lie, not a single time—never. 
Those allegations are false." And finally on 
to Hillary Clinton, up at dawn for succes- 
sive network breakfast shows to denounce 
"this vast right-wing conspiracy that has 
been conspiring against my husband since 
the day he announced for president." 

Strong stuff, but do they protest too 
much? The allegations are simple, if sordid: 
that three years ago the president had a rela- 
tionship with Miss Lewinsky, at the time a 
21-year-old intern in the White House, 
which, according to Miss Lewinsky's remi- 
niscences surreptitiously tape-recorded by 
her so-called friend and former White 
House secretary, Linda Tripp, involved oral 
sex rather than intercourse. 

Following a subpoena from the lawyers 
of Paula Jones, who is suing the president 
for asking her for oral sex in 1991 when he 
was governor of Arkansas, Miss Lewinsky 
gave a sworn affidavit on January 7th deny- 
ing ever having had “a sexual relationship 
with the president"—a lie, Mrs Tripp's tapes 
suggest, that was coached by the president 
and Vernon Jordan, his friend and adviser 
(see Lexington). Potentially as damning is a 
report that Miss Lewinsky gave a note to 
Mrs Tripp suggesting that Mrs Tripp, when 
appearing before Mrs Jones’s lawyers, 
should discredit Kathleen Willey, a middle- 
aged White House volunteer who had alleg- 
edly told Mrs Tripp she had been fondled 
by the president in his private office. 

The result is that Mr Clinton is accused 
of three things: sexual misbehaviour, per- 
jury (assuming that he denied such conduct 
in his testimony to Mrs Jones's lawyers last 
weekend) and suborning perjury by Miss 
Lewinsky. The first charge, though not crim- 
inal, may damage his standing with the 
public; the others are crimes that could 
conceivably lead to impeachment. Hence 
the need for a counter-offensive. 

How successful it will be remains any- 
one's guess. All the spin-doctoring in the 
world will not help if forensic evidence es- 
tablishes a sexual link between the presi- 
dent and Miss Lewinsky. Washington is rife 
with rumours of what that evidence might 
be. But in the meantime it makes good po- 
litical sense to discredit Miss Lewinsky 
(“that woman”) as an impressionable, sexu- 
ally adventurous young person, given to 





Go get ’em, honey! 


flights of fancy and cynically manipulated 
by people Mrs Clinton calls “professional 
forces on the right at work for their own 
purposes and profit.” 

For the moment, the wind of public 
opinion is proving remarkably favourable 
to the president. According to a New York 
Ttmes/cBs News poll taken last weekend, 
although only 20% of those polled think the 
allegations of a sexual relationship with 
Miss Lewinsky are untrue, 56% “approve of 
the way Bill Clinton is handling his job as 
president.” Such discrimination between a 
president's private life and his public 
responsibilities smacks more of France 
than America, prompting Rick Santorum, 
the Pennsylvania Republican who is the 
Senate’s youngest member, to declare 
primly that he was “as much appalled by 
the reaction of the public" as by the alleged 
presidential misbehaviour. 

The fact that the public is not as ap- 
palled as Senator Santorum could, of 
course, change. "Slick Willy's" use of lan- 
guage has always been protectively creative. 
Being too creative too often, however, can 
be damaging. One reason for what his wife 
calls the media's "feeding frenzy" is his use 
ofthe present tense ("there is no sexual rela- 
tionship") when first acknowledging the 
Lewinsky rumours. And how does he de- 
fine "sexual relations"? Do they, for exam- 
ple, exclude any sexual contact short of in- 
tercourse? Gennifer Flowers, whose 
disclosure of a 12-year affair with Mr Clin- 
ton nearly scuppered Mr Clinton's 1992 
bid for the presidency, says the president 
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concerned with linguistie & exegesis, One dis 
raction will be economic well-being. As 
the president declared ir his state-of-the- 
union address to Congress on Tuesday, 
"We have more than 14m more jobs; the 
lowest unemployment in 24 years; the low- 
est core inflation in 30 years. Incomes are 
rising, and we have the highest home-own- 
ership in history.” In other words, whatever 
the rumours, Bill Clinton has delivered the 
goods to the American people. - 

The second distraction, the Clintonians 
hope, will be evidence of a right-wing con- 
spiracy. Miss Lewinsky, whose internship 
came through a family friend who has do- 
nated money to the Demoerats, was no 
right-wing plant; but her escapades could 
aid those who wish the president ill, and 
there are some oddly circumstantial links 
. between the various players. 

.— .. Mr Starr, for example, i isan unabashed 
Republican who in 1994, before being ap- 
pointed independent counsel for the 
Whitewater affair, offered to write a brief 
on behalf of Paula Jones. Mrs Jones is being 
$ Rutherford Institute, 
which is close to Jerry Falwell, a right-wing 
‘evangelist who has promoted videos accus- 
= the president of drug-smuggling and 
murder. Mrs Tripp tape-recorded Miss 
1 Lewinsky at the suggestion of Lucianne 
Goldberg, a New York agent for authors 
published by Alfred Regnery Mr Regnery, 





| WASHINGTON, DC 


N HIS 75-minute address to Congress 
. on January 27th (interrupted 104 times 
i by applause and scrupulously cleared of 
i any double entendres), Mr Clinton pro- 
| posed a deft mix of Democrat-pleasing so- 
- cial initiatives and Republican-soothing 
. |- fiscal and civic responsibility. Many 
| of his ideas had already been — 
| publicised: casting the Medicare net 
wider to give health insurance to the 
"near elderly", including those who 
were out of work (and health cover) 
| at the age of 55; giving tax subsidies - 
|! to double the beneficiaries of child- 
care; lowering teacher-pupil ratios- 
-and building more classrooms; at- 
; tacking juvenile crime by keeping 
| Schools open after lessons. 
-. Inan election year, such ideas go 
| ee well with Democrats, Less 
| popular was the president's plea for 
| the “fast track" trade-negotiating au- 
-thority that Congress had refused 
last summer; the cheers came mainly 
from Republicans until. the presi- 
dent promised “to advance worker - 


| crimes and debauchery within the Clinton 
White House, is a friend of Mr Starr. 


And so it goes, say the president's fol- 
lowers. Indeed, Mrs Clinton, on NBC's "To- 
day” programme, flatly declared that Mr 


Starr is “a politically motivated prosecutor 
-who is allied with the right-wing oppo- 


nents of my husband, who has literally 
spent four years... looking at every tele- 
phone call we've made, every cheque we've 
ever written, looking for dirt, intimidating 
witnesses, doing everything possible to try 
to make some accusation." 

But what is to stop Mr Starr, who dis- 
misses Mrs Clinton's charge as “nonsense”? 


Independent counsels have powers that 


are virtually without limit in both scope 
and time (see pages 25-27). Miss Lewinsky's 
lawyer, seeking immunity from prosecu- 
tion for his client in return for her testi- 
mony, categorises her as “a doe” , caught ter- 
rified in the headlights. Mr Clinton i is not 
so easily scared. His lawyers have asked for 
the Paula Jones case, due to be heard on 
May 27th, to come to trial early on the 
ground that the legal processes are a vindic- 
tive distraction. But the truth is that Mr 


Clinton this week appeared remarkably 


undistracted. Perhaps it is the energising ef- 
fect of being finally on the attack. Or per- 
haps it is an inner conviction that, just as 
for Marshal Foch, the most unpromising 
situation can still end in victory. 





| Social Security, star of the show 


and environmental standards around 
the world." Predictably popular on both 
sides of Congress was the scarcely veiled 
threat of military action against Saddam 
Hussein... 

‘Such bipartisan support, the presi- 














Union of unions - 


WASHINGTON, DC 


N HIS stunningly dull reply to the pres- 

ident's state-of-the-union message, Trent 
Lott, the Republican leader in the Senate, 
trotted out his party's line on education: 
teacher-testing, merit pay, independently 
run public schools. Mr Clinton, for his part, 
boasted that his administration had 
“opened the way" for 3,000 new charter 
schools. If both sides like this sort of thing, 
surely it will advance? On January 26th, the 
day before both politicos spoke, something . 
happened that may prevent this. 

That something was the announce- 
ment of a plan to merge America's two big: 
teachers’ unions. The National Education | 
Association, with 2.3m members, is already 
the biggest union in America by far; it is 
now set to fuse with the American Federa- 
tion of Teachers, boosting its ranks by 
950,000. The two unions used to follow 
very different tacks. Back in the 1960s the 
smaller AFT was regarded as the more mili- 
tant, sometimes allying itself with blue-col- 
lar strikes; the NEA held itself aloof from 
this. Later, both unions reversed their tac- 
tics somewhat. But now the chiefs of both | 
are keen to put old differences aside. Unless. 
there is a grassroots revolt, there seems. 
nothing to stop a merger of the national 





dent acknowledged, would be just as cru- 
cial in the question of how to use a budget 
surplus which, his officials calculate, 
could total $200 billion over the next five | 
years. “I have a simple four-word an- | 
swer,” said Mr Clinton: “Save Social Secu- |. 
rity first.” The reasoning is clear. By 2012, 
when the president and some 76m other | 
baby-boomers start retiring, the cash | 
flowing into the system will no longer 
match the benefits being paid out; 
by 2019 the system will be using its ` 
accumulated reserves; and by 2029 
there will be nothing left (see chart). ” 
Instead, annual Social Security taxes 
will meet only 75% of promises 4 
benefits. - e id 
Hence the president S proposal: 
let there be non-partisan forums 
around the nation, followed by a 
White House conference in Decem- 
ber and then, one year from now, bi- : 
partisan legislation tocraftasustain- | 
able system. In the meantime, he | 
vigorously insists, let the country 
keep in reserve “every penny of any | 
surplus". It sounds presidentially re- 
sponsible—and cleverly makes: Rè- 
publican calls for tax cuts in an n elec- 4 
tion year sound otherwise. - s] 


aret thesi mtu inNam sa aam cee 













organisations, though local affiliates will 
be left to decide whether to follow. 

The aim, the unions say, is to “benefit 
American public education”, which is “the 
foundation of our democracy”. Given that 
the unions have so far resisted any shift to- 
wards school choice, some may doubt this. 
The mainstream public school system, 
which offers parents no choice of school, 
has failed pupils precisely because union- 
ised teachers had (and have) too much 
power. They resist innovative curriculums; 
they resist rewarding good teachers with 
merit pay; most of all, they resist attempts 
to fire bad ones. 

The worry is that a stronger, unified 
union will fight the spread of school choice 
more effectively than two separate unions 
have done. In Republican circles, it is al- 
ready reckoned that education unions will 
mount fearsome television campaigns 
against bold school-choice plans. On the 
other hand, aggressive tactics could back- 
fire. Plenty of good teachers favour school 
choice, knowing it would free them from 
union rules that restrict their effectiveness. 
This is one reason why some 300,000 of 
them have quit their unions in favour of 
various teacher associations, which are 
more sympathetic to school reform. That is 
a Start; but, next to a merged union more 
than 3m strong, only a small one. 





Republican hopefuls 
Quayle's trail 


DES MOINES, IOWA 


HEN Richard Nixon was driven out 

of office in disgrace, the next presi- 
dent to be elected was a fair-haired, bright- 
eyed man who exuded wholesomeness and 
devotion to family values. Could the 
Jimmy Carter scenario repeat itself? Dan 
Quayle certainly hopes so. 

He will be 51 this February, but the ex- 
vice-president seems almost frozen in time. 
From a distance, he has a wisp more grey 
hair, but the boyish grin is the same as ever. 
Only up close does one realise that it is five 
years since he left office, and nearly a de- 
cade since he was plucked from relative ob- 
scurity to become George Bush's running 
mate in 1988. 

Now he is back, and he would like to be 
president. His promise to voters is straight- 
forward: lower taxes, smaller government, 
an effective foreign policy, and a strong 
commitment to the American family. Mr 
Quayle bristles slightly when asked about 
the bleak publicity he got as vice-president. 
"I'm just taking my message to the people, 
state by state, county by county, and let the 
people hear what I have to say. People are 
very intelligent. They're smarter than the 
elites give them credit for," he says. Note 
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that word "elites". 

According to a recent poll 
conducted by the Des Moines 
Register, Mr Quayle is not tilt- 
ing at windmills. He is fa- 
voured by 14% of likely Re- 
publican — caucus-goers in 
lowa (see chart), putting him 
in a virtual dead heat with 
George W. Bush, Lamar Alex- 
ander, Jack Kemp and Steve 
Forbes. Speaking last month 
to farmers in Des Moines, Mr 
Quayle railed against govern- 
ment regulation, pointing out 
(inaccurately) that the Inter- 
nal Revenue Service has five 
times as many employees as 
the FBI. He relishes his role as 
a conservative renegade who has refused to 
buckle to the liberal establishment. And, in 
the middle of this scandal-ridden week 
(“disgusting,” Mr Quayle called it), he was 
delighted to be honoured by a group of for- 
mer professional football-players as “a pos- 
itive role model for youth.” 

Mr Quayle also makes much of Vice- 
President Al Gore’s involvement in the re- 
cent Kyoto agreement on greenhouse gases, 
warning pig farmers that the agreement 
may cut their profits by 85%. “If Al Gore gets 
his way on world government,” says Mr 
Quayle, “not only will we have state regula- 
tors and federal inspectors, but we'll have 
global bureaucrats coming in trying to tell 
us what we can or cannot do." 

He is not an inspiring speaker, nor does 
he show much grasp of policy. He told his 
Des Moines audience a farming joke that 
was neither clever nor well-delivered. But 
the punch-line involved an angry bull chas- 
ing a federal regulator up a tree, and it got a 
laugh. Therein lies Mr Quayle's primary ap- 
peal: conservatives love the message, and 
many of them regard him as a man who has 
never wavered from the cause. Other candi- 
dates are more suspect: Lamar Alexander 
billed himself as a moderate in 1996; Steve 
Forbes is a newcomer to the pro-life cause; 
George W. Bush, the governor of Texas, has 
compromised on taxes. After the Des 
Moines speech, farmers crowded round Mr 
Quayle with stories of how the government 


Whom they'd choose 


Likely voters in the lowa Republican caucuses 
% of total 


Source: Des Moines Register 
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And as for oral sex... 


has messed up their lives. “Nixon used to 
talk about the silent majority,” Mr Quayle 
told one anxious man. “I’m saying that the 
silent majority needs to be un-silent.” 

Mr Quayle’s strong start in lowa, an 
early and important battleground for the 
presidential nomination, is not surprising. 
Republicans who take part in the lowa cau- 
cuses are more conservative than the party 
in general. And, with their wallets plump, 
caucus-goers have more time to think about 
social issues, Mr Quayle’s strong point. 
Candidates currently without (serious) em- 
ployment tend to do well in lowa because 
they can spend a lot of time there. And 
years of political rous will help Mr Quayle 
raise the kind of money that separates real 
presidential candidates from those who 
quickly fade. Mr Quayle, they say in Wash- 
ington, is now being taken quite seriously. 

Could he actually be elected president? 
Republicans argue that Mr Quayle has been 
treated unfairly by the media. A longer look 
at his career does suggest that the vice-presi- 
dency was an enormous pothole in an oth- 
erwise smooth ride. Mr Quayle served two 
terms in the House and eight years as an 
effective, if unspectacular, senator. In the 
process, he scored some impressive elec- 
toral victories, But among mainstream vot- 
ers, who tend to swing elections, Dan 
Quayle is still the boyish-looking bumbler 
who couldn't spell potato; and if his cam- 
paign does take off, he will have to pause 
from his lectures on family values to ex- 
plain once again how and why he joined 
the Indiana National Guard during the 
Vietnam war. 

These unhappy memories were revived 
when a recent biography of George Bush 
quoted the former president, writing in his 
diary just after selecting Mr Quayle to be his 
running-mate: “It was my decision, and I 
blew it, but I’m not about to say that I blew 
it.” Both Mr Quayle and Mr Bush say this 
was taken out of context. Even so, if Mr 
Quayle does grab the Republican nomina- 


tion in 2000, Democrats will be delighted. - 
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UNITED STATES 
Miami politics 


El Loco’s reign 


MIAMI 


T 10:30 one night recently; as Edna Ben- 
son puton her curlers and nightgown 
and prepared for bed, the 68-year-old re- 
tired city worker was startled by a loud 
knocking at her door and the shouts of an 
unexpected visitor calling her name. Pick- 
ing up a pistol, she peered through the cur- 
tains to see the figure of a man, his familiar 
face agitated, holding in his hand a letter 
she recognised as her own. It was the newly 
elected mayor of Miami, Xavier Suarez, 
who had come to confront her over what he 
called her “nasty letter” complaining about 
his tempestuous entry to City Hall. Ms Ben- 
son tightened her grip on the pistol and 
shouted over his knocks: “Go away. Go 
away!” It is a sentiment many Miamians 
have come to share. 

When Mr Suarez won a still-disputed 
election in November, weary voters reck- 
oned they had been through it all: federal 
corruption probes that put three of City 
Hall's top employees in prison; a corrup- 
tion-caused budget crisis that pushed Mi- 
ami to the edge of bankruptcy; even a ref- 
erendum brought by unhappy citizens 
seeking to abolish the city government and 
merge the city with Dade County. They re- 
membered that Mr Suarez had led the city 
in more tranquil times, from 1985 to 1993. 
Back then he was the epitome of decorum 
and dignity, a Harvard-trained lawyer 
from an aristocratic Cuban-enile family. He 
seemed a safe choice. 

Decorum they did not get. In his first 
hours in the job, Mr Suarez ham- 
mered City Hall. He demanded 
resignations from every senior ex- 
ecutive; abolished the planning 
department; fired the city man- 
ager and finance director; and 
sought to oust both the city attor- 
ney and the popular police chief. 
When not occupied with these 
matters, and late-night visits to 
constituents, he battled with Flor- 
ida's governor, Lawton Chiles.de- 
manding that Mr Chiles remove 
the oversight board he had set up 
to restore solvency to the city’s 
treasury. 

At City Hall, Mr Suarez chose 
as his commission chairman a 
political ally under federal in- 
dictment for money-laundering 
and fraud. Then the mayor flew 
to Wall Street, which he boasted 
he would so impress with his 
forceful ideas that it would up- 
grade Miami's bond-rating from 
junk status. (It listened politely 
but remained unmoved.) It was 
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then that a columnist, Carl Hiaasen, ad- 
vised the mayor in the Miami Herald that, 
while in New York, he should visit Bellevue, 
an insane asylum of legend. Miamians, he 
wrote in a later column, must wonder 
when the “white-suited men with butterfly 
nets [will] come to take the mayor away.” 
Mayor “Loco” he is now widely called, 
though not to his face. 

In late December, the state prosecutor 
charged Mr Suarez with exceeding even the 
generous powers given to him in a new city 
charter. Under threat of criminal prosecu- 
tion, the mayor reluctantly agreed to cease 
his attempts to revolutionise the city’s gov- 
ernment for at least six months. 

But even that did not bring calm. To si- 
lence Mr Hiaasen, the mayor threatened a 
libel action. When that failed to stop the 
criticism, he picked up the telephone one 
night and called the Herald’s advertising 
director. After reminding him that the city 
spent $200,000 a year on a variety of public 
notices, Mr Suarez gave warning that he 
would move the business elsewhere unless 
the newspaper came “to be a lot nicer to 
me, my people, my citizens and my city.” 
Bad luck that he delivered the threat into 
the advertising directors answering ma- 
chine, thereby producing a tape recording 
which the Herald distributed among local 
and national broadcasters. 

Peace of a sort, at last. In recent days 
there have been signs of the stability for 
which the voters had yearned. Mr Suarez fi- 
nally hired as city manager (the top admin- 
istrator) a friend who is well regarded lo- 
cally as a true professional. He went into 
detente with the police chief, Donald 
Warshaw, appearing with him at a press 
conference to announce a dramatic drop 





Please be nice to this mayor 


in crime. He is now concentrating on rela- 
tively non-controversial projects such as a 
city-wide clean-up (though he tactlessly, 
and unsuccessfully, asked the workers to 
collect the rubbish after hours without 
charging overtime). In what he calls “La 
Guardia days”, after New York's Depres- 
sion-era Mayor Fiorello La Guardia, he 
drives around Miami inspecting public 
projects and frequently bounding from the 
car to buttonhole startled citizens. 

Has the mayor caught himself in time 
to save himself? On February 9th, a state 
judge will take up a lawsuit filed by the 
man Mr Suarez defeated in November, a 
former mayor, Joe Carollo. It alleges the 
election was so tainted by absentee-ballot 
fraud that Mr Suarez’s victory should not 
be allowed to stand. When similar evi- 
dence turned up in a neighbouring city’s 
election four years ago, the courts ordered a 
new vote. Miami’s voters may soon have a 
second chance to sort it all out. 





An old British crime 


Cajuns’ belated 
counter-attack 


LAFAYETTE, LOUISIANA 


VEN in a country with a fondness for 

far-fetched lawsuits, the case of Warren 
A. Perrin v Great Britain et al looks quirky. 
Mr Perrin, a lawyer from Lafayette, is suing 
the British crown for the expulsion of the 
Acadian people from Nova Scotia in 1755. 
He seeks not a penny in damages. All he 
wants is a British apology and the erection 
of a small memorial—“un symbole phy- 
sique"—to mark the Acadians' suffering. 

The deportation of the Acadians, com- 
memorated in Longfellow's poem “Evan- 
geline", was undeniably cruel. About 8,000 
Acadians were put into ships on the order 
of a British officer and scattered to the 
winds. Half of them died at sea. Some got to 
France. Roughly 3,000 others eventually 
found their way to Louisiana, where they 
settled in remote swamplands. English- 
speaking settlers later abbreviated Acadian 
to Cajun and despised the exiles for their 
French language, their Catholicism and in 
general for being different. 

Many Cajuns, including Mr Perrin, still 
speak an exotic version of French, but now 
their difference is appreciated. Cajun mu- 
sic and Cajun cooking have won admirers 
around the world. Cajun intellectuals at the 
University of South Louisiana in Lafayette 
say that an apology from the British, how- 
ever belated, would right an injustice. Brit- 
ain's Foreign Office replies, with raised eye- 
brows, that today's Britain cannot be held 
responsible for something done 250 years 
ago. Plenty of other governments, includ- 
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The past is a dark, cold place 


SOUTHWEST HARBOR, MAINE 


T LASTED for day after day; Maine’s 

governor, Angus King, called it the 
storm of the century. The icy blasts that 
started to sweep through America’s north- 
east on January 8th cut their biggest 
swathes through Maine. Fourteen of the 
state’s 16 counties were declared disaster 
| 
| 





areas. Nearly a third of its population, 
more than 400,000 people, were left 
without electricity. That often meant the 
absence not only of light but of heat, wa- 
ter, cooking facilities and communica- 
tion with the outside world: a pre-electric- 
ity time-warp. The fact that, on the day the 
storms began, a film crew from Rainfall 
Productions was in Southwest Harbor 
having a casting call for a television 
drama called—you've guessed it—“Storm 
of the Century" provided irony but no 
warmth. 

The cost is still being added up. Cen- 
tral Maine Power, which supplies 8096 of 
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And the storms keep coming 
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the state's electricity, has so far counted 
5,000 exploded transformers and at least 
2,000 fallen poles; repairs will need at 
least $55m. Some dairy farmers had to 
dump milk when they could not pump it 
into tanker trucks. Apples froze in storage 
facilities. The maple-syrup industry lost 
equipment installed in the trees, as well 
as the profitable trees themselves. 

Glares are being directed at the Maine 
Emergency Management Agency. The 
emergency-warning system, meant to op- 
erate through the state's public-broadcast- 
ing network, collapsed when the Maine 
Public Broadcasting Corporation lost its 
television service for up to eight days in 
some areas and its radio capability for 
five days. Ice-coated satellite dishes went 
blind and deaf and, in some cases, fell 
from their towers. The corporation retorts 
that it was the state's fault, for having 
turned down an earlier request for 





money to buy back-up equipment. 

There was the comfort of comrade- 
ship. When you enter the state via the in- 
terstate highway, the signs that usually an- 
ncunce road conditions now flash thank- 
yous to the out-of-state power crews that 
came to the rescue of Maine and other 
New England states. Maine got help from 
1,200 such crews from Maryland, Massa- 
chusetts, New Jersey, Pennsylvania, North 
Carolina, Virginia and the Canadian 
Maritime Provinces. Some were airlifted 
into the state by military transport air- 
craft. To direct them, the power compa- 
nies put some of their office workers out 
in the field, where cell-phones were used 
to co-ordinate repair work. Ordinary tele- 
phone users were asked to stay off the air. 

There was also black humour. When 
the repair work began, the film crew in 
Southwest Harbor wanted the village's 
lights, which had survived the real storm, 
to be switched off so as to give verisimili- 
tude to the film's fictional one. As a des- 
perate power company tried to reconnect 
tens of thousands of other people, Rain- 
fall Productions called to ask if its men 
would stop by and shut down the village's 
automatic street lights. The company | 
managed to do just that. “The dears,” said | 
the production manager. Then the film | 
crew revved up its generators and turned 
on their huge fans to blow fake potato- 
flake snow down the main street for the | 
sake of consistency. 

Even then, it was not over. As the | 
power companies were reconnecting the | 
last of their customers, another ice storm | 

| 





arrived. By January 24th exhausted power 
crews were being told that 150,000 people 
were in the black, many of them in areas 
spared by the earlier storms. Once again, 
the radio broadcasts faltered. The crews 
from out of state were asked to stay on. It 
is a winter to remember. "It's El Nino," 
said one farmer, Nancy Allen. “And 
global warming.” Huh? 





ing America’s, may gulp at the thought of 
lawsuits about people who once upon a 
time got expelled from their homes. 

Mr Perrin’s decision to sue Britain is 
based on America’s apology to Japanese- 
Americans for their treatment during the 
second world war. He discovered not only 
that Britain had never apologised but that 
Acadians are still formally regarded as trai- 
tors and, in theory, still face the death pen- 
alty if they return to Nova Scotia. He be- 
lieves he has a solid legal case. The 
deportation of 1755 was done in peacetime, 
and the victims were British subjects. Mr 
Perrin believes the British crown still re- 
mains liable for what happened, under the 
principle of respondeat superior. 

His main problem is deciding which 
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court to file the lawsuit in. He believes the 
European Court of Human Rights offers 
the best chance of success. To go there, he 
will have to find French citizens who are 
descended from the expelled Acadians and 
are willing to stick one to the British, but 
that may not be too hard. Even if he fails, he 
reckons that his lawsuit has encouraged Ca- 
juns to take a new look at their history. 

It has certainly done something for Mr 
Perrin’s career. Ex-Governor Edwin Ed- 
wards, himself an enthusiastic Cajun, was 
so impressed that he appointed Mr Perrin 
to be president of the Conseil pour le 
Développement du Francais en Louisiane, 
a state agency that promotes the use of 
French. That led to an invitation from Pres- 
ident Jacques Chirac to attend the recent 


meeting of French-speaking countries in 
Vietnam. On the French presidential air- 
craft Mr Perrin found Mr Chirac towering 
over him and exclaiming, hand on heart, 
"Ah, oui, Louisiane! Trés chaleureuse" 
(rough translation: “Ah yes, Louisiana! Very 
welcoming"). Mr Chirac told Mr Perrin he 
had spent several happy months as a young 
man in New Orleans, looking into the eco- 
nomics of the city's port. 

In 1999, Louisiana will be host to 
“Franco Féte", a 300th-anniversary celebra- 
tion of French involvement in Louisiana. 
The Cajun parishes of Louisiana will wel- 
come a world reunion of the Acadian dias- 
pora. Mr Perrin hopes a British apology will 
be a highlight of the festivities. 
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| ings would have involved too many rude questions. Besides, 
even without. a formal post, he can be as. influential as most 








. in particular into the alleged affair 


| said to have offered Miss Lewinsky 


Vernon Jordan, gliding through 


ACK when Bill Clinton was preparing his first presidential 
run, his advisers discovered a small problem. When they set 
up camp in Arkansas, the state Mr Clinton governed then, their 


ears soon filled with local legends ofhis womanising. And so the 


advisers proffered varying advice. Some said he should wait for 
journalists to raise the question of infidelity; others thought he 


should pre-empt them. Then (according to David Maraniss'sbio- - 
| there was one Clinton chum who took a 


graphy of the president)th 
simpler view. “Screw’em!” he said, “Don’t tell em anything!” 
That chum was Vernon Jordan, the very same fellow who 
now stands accused of handing out rather similar advice in the 
current presidential sex scandal. This time round it is hostile 
lawyers, more than hostile journal- 
ists, who have been snooping into 
Mr Clinton’s personal affairs—and 








with Monica Lewinsky, a former - 
White House intern. Mr jordan is 


some stout guidance. "They can't 
prove anything." he allegedly told 
her. "Your answer is, ‘It didn't hap- 
pen, it wasn't me." 7 

This, as many have already said, 
is spicy stuff: if Mr Jordan encour- 
aged Miss Lewinsky to lie under 
oath, this foremost Friend of Bill 
could wind up in prison. But Mr Jor- 
dan’s penchant for denial is intrigu- 


country where information gener- | 
ally flows free, and personal confes- |. 
sion is a staple of soap. operas, Mr - 
Jordan makes a refreshing change. | \y 
He prefers to tell people to shove off | 5 
and mind their own business. ec 

In his long career in public life— 
first in the civil-rights movement, 
and later as a grand Washington 
schmoozer—M r Jordan hasendured 


his fair share of awkward questions. What did he 5 | ak of Sos um 


| about his own supposedly incessant infidelities? How could he 


justify leaving the civil- -tights movement and taking a job on the 
board ofa big tobacco firm that marketed cigarettes to black peo- 
ple? Mr Jordan has not even pretended to answer these interro- 
gators. “I, and only 1, am the keeper of my conscience," he told 
one journalist. And to another | he said: “Lam the custodian of 
my morality and ethics” — 

Mr Jordan does riot merely i rebuff the odd question here and 
there. He has a his life so as to preserve privacy. He is a 
gh: an occasional adviser to George 

Slinton’s transition team in 1992, 
ica's first black attorney-general. But he 
ent job. It is widely thought that he did 
lot because the confirmation hear- 




















members of the cabinet. 
This is part of a pattern. Mr jordan i isa senior A ina 
lobbying firm. But he is notregistered asa lobbyist himself, since 


| that would mean disclosing his financial interests. Instead, he 


oversees registered lobbyists, tells them what to do: that way he 





can be more influential than any of them, and also much more 
private. Again, Mr Jordan isa lawyer, but not the sort who writes 
legal briefs or makes arguments in court: he stays behind the 
scenes, and has drones to write briefs for him. Mr Jordan is a 
director of 11 blue-chip firms; but he does not feel obliged to 
worry much about the minutiae of corporate strategy. Instead, 


he devotes himself to maintaining friendships with big-shots in 
_all his different worlds. 


Which is why it is more than just privacy that makes Mr Jor- 
dan stand out. It is his defiance of categorisation. Washington is 


_ run by labelling people and defining what they do, then impos- 


ing volumes of laws on them. President, congressmen, lobbyists, 
lawyers: all are subject to rules on 
how you can raise political funds, 
what kinds of conversation might 


tutes a conflict of interest. Mr Jordan 
has escaped all this. He is a politi- 


byist who goes unregistered, a law- 

yer who disdains legal work. He 
belongs to all these categories and 
none of them. 


on this. But, at the same time, it loves 
it. Precisely because so many folk 
have labels hanging round their 
necks, the man of no category is pre- 
cious. Mr Clinton has often asked 
Mr Jordan to carry out delicate (but 
unscandalous) tasks, such as sound- 
. ing out Colin Powell for a job in his 
|. cabinet. Other. strong men have 

done the same, using Mr Jordan to 
pass messages through the Chinese 
walls that imprison them. By an 

irony, America's love of law and 

rules increases the value of unac- 
countable: middlemen. Not for the 

e first time, regulation turns out to 
have some perverse and unforeseen consequences. 

All of which suggests a new axis in the Lewinsky affair. Most 
commentators tend to play up the parallels between Mr Jordan 
and Mr Clinton: both men are poor southerners made good; 
both of them mix idealism with self-serving ambition; both de- 
ploy their statuesque good looks to impress men and win 
women. Yet there is.a yawning gap between the minute scrutiny 
of the president and the unaccountability of his adviser-chum. 
This is why another Jordan parallel suggests itself: with Matt 
Drudge, publisher of the Internet. tip sheet in which the first 
news of the Lewinsky affair surfaced. 

Like Mr Jordan, Mr Drudge defies category: he is a journalist, 
but can be easy-going about journalistic rules.of evidence and 
accuracy. Like Mr Jordan, he is both despised and loved: the me- 
dia establishment decries him, but logs on to his website any- 
way. Precisely because American journalists take a lofty view of 


their jobs, there is an opening for lowly Mr Drudge. In other. 


countries, less constrained by rules, mainstream politicos can 
have conflicts of interest and mainstream newspapers can be 
scurrilous. But America strives to be better than that, which is 
why the darker corners of politics where reality slides around 


idealism must be inhabited by a few iemarkapie specto. r 


be subject to subpoena, what consti- 


cian with no government post, a lob- . 


The rest of Washington frowns | 
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Introducing Network 
Computing from Oracle. 


Once your company begins the transfor- 
mation ro network computing, things 
will never be the same for you or your 
competition. Network computing costs 
are 39% less than a desktop computing 
environment. Existing hardware can be 
used, and che costs for network mainte- 
nance, software upgrades and cechnical 
support become significantly lower 

With network computing, the critical 
information your company needs is 
dependable, accessible, accurate. Always. 
All applications and data are stored on a 
professionally managed network. Install 
software one time to get started; every- 
one is upgraded and updated instantly. 
Leas ing you the opportunity to respond 
rapidly and intelligently to change 

To implement new business procedures 
trom one central location. To expand 
your reach into markets and distribution 
channels you never had time to consider 
before. Network computing. It is real 

It is available. It is remarkable. It is time 
For more information within Japan, call 


047-352-6444. 


Enabling the Information Age' 
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THE AMERICAS 


Can Brazil hold the line? 


BRASILIA 


When Asian contagion struck before Christmas, Brazil’s government reacted 
strongly and swiftly to defend the currency. Has it done enough? 


OT even lavish overtime pay can eas- 

ily persuade Brazil's legislators to 

forgo their summer holiday, especially at 

the start of an election year. Attendance at 

the five-week special session of Congress 

that began on January 6th has been sparse. 

On several days, government whips could 

not round up even the 10% quorum needed 

in the lower house for committee hearings 
to proceed. Yet the issues are vital. 

The government is still hopeful that be- 
fore the session ends on 
February 12th, in time for 
carnival, Congress will 
have begun final voting on 
long-delayed constitu- 
tional changes to reform 
the civil service and the 
pension system. The first of 
these, enabling the govern- 
ment to sack workers and 
cap wages, stands the bet- 
ter chance. Officials hope 
pension reform too could 
be law by April, but it faces 
fierce resistance from 
vested interests. It may 
have a chance, though, 
however slim. If so, thank 
the Asian turbulence that 
struck Brazil late last year. 

A currency maybe 15- 
20% overvalued, plus large fiscal and exter- 
nal deficits, made Brazil a natural target. 
That forced the government into action. It 
rammed interest rates up to 40% above in- 
flation; pushed Congress into backing an 
$18 billion package of tax rises and spend- 
ing cuts; and began fresh efforts to win ap- 
proval for the constitutional reforms essen- 
tial for lasting fiscal stability. 

By acting swiftly like this, the govern- 
ment not only wished to show its deter- 
mination to avoid an uncontrolled deval- 
uation which might jeopardise Brazil's 
hard-won price stability (and thereby Presi- 
dent Fernando Henrique Cardoso’s hopes 
of re-election next October). It also sought to 
differentiate itself from the evasive dilly- 
dallying of some Asian governments. 

Has it succeeded? The answer matters 
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Traders watch and indi 


far beyond Brazil. A devaluation of the real 
would ravage Argentina and shake Chile. 
Almost certainly, it would gravely harm 
much of Latin America, making some in- 
vestors wary of the whole region. 
Certainly, the fiscal and monetary 
squeeze has slowed Brazil’s economy. Re- 
tail sales held up over Christmas, as shops 
cut prices to unload stocks. But many firms, 
especially makers of cars and consumer 
goods, are laying off workers. And though 





money is no longer leaving the country, 
neither is it coming back in. Firms that had 
hoped to issue shares or bonds abroad in 
January are now waiting until March, says 
Carlos Kawall, an economist with Citibank 
in Brazil. 

Yet there are grounds for cautious opti- 
mism. As intended, the slowdown will im- 
prove the trade figures. The overall current- 
account deficit should be some 3.8% of 
GDP, down from 4.2% last year. Seemingly 
undeterred by the slowdown, multination- 
als are continuing to invest: Brazil, with its 
large home market, and Mercosur's on top, 
now looks to many a better medium-term 
bet than Asia. The government is pushing 
on with privatisation, which this year 
should raise about $20 billion. Partly be- 
cause of privatisation, foreign direct invest- 


ment should finance perhaps 60% of the 
current-account deficit. And, barring a 
global meltdown, Brazil should be easily 
able to manage its foreign debt. 

It is not so clear when it can start grow- 
ing again, in a world less kind to emerging 
markets. Pedro Malan, the finance minis- 
ter, reckons recovery will begin in April- 
June, giving full-year growth above 2%— 
provided, he concedes, that the govern- 
ment is able to continue its policy of cau- 
tious reductions in the interest rate. 

Officials also say that structural reforms 
begun before Mr Cardoso’s presidency but 
intensified since are starting to pay off. De- 
spite the overvalued real, exports of manu- 
factures grew by a remarkable 10.5% in 
1997. True, much of that came from send- 
ing cars and car-parts to Argentina, which 
was booming. But there are signs that Brazil 
is growing more competitive. In dollar 
terms, wages began to fall a year ago. Private 
running of roads, railways 
and ports has begun to cut 
transport costs. Compa- 
nies are becoming more ef- 
ficient, and not just by 
sacking workers and buy- 
ing in their needs instead: 
a study to be released soon 
shows the overall pro- 
ductivity of capital and la- 
bour together rising at 5% a 
year, says Jose Roberto 
Mendonca de Barros, the 
economic-policy secretary. 

Yet in the short term 
much may still go wrong, 
especially in the public fi- 
nances. The fiscal deficit is 
stuck at 5% of GDP; social 
security fell into the red last 
year, and the government's 
interest bill will rise. For all the economic 
team’s efforts, many state governors—who, 
like Mr Cardoso, can now seek re-election— 
will hurl the cash from privatising their 
utilities or banks into vote-winning public 
works. The $18 billion package should at 
least prevent official finances getting much 
worse, but it is a stop-gap. The government 
has further plans, among them a tax reform 
replacing state sales taxes with a national 
value-added tax, and a second, more radi- 
cal reform of pensions. But these have little 
chance in Congress until after the election. 
For now, the best hope of fiscal improve- 
ment lies in the civil-service and pension 
reforms. Will Congress swallow their un- 
pleasant medicine? Ironically, the worse its 
view of Brazil's prospects, the likelier that is. 
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Nore fallout 
inh C taai 


MEXICO CITY 


FTER a month of anger, cocked-up in- 

quiry and semi-explanation, Mexico's 

~~ government may at last be ready for real ef- 
= forts to uncover just who did. 

— why, in Chiapas on December 22nd, and 

(v punish them. If so—a big if—itis not before 

^t time: the paramilitary massacre there of 45 

5 Amerindians, mostly women and chil- 

. dren, has become a searing wound in the 





ant leader this week made it worse. 
At least President Ernesto Zedillo has 


.state's "problems of poverty that should 
-have been resolved years ago”, saying heun- 
"derstands why its poor are angry, even if he 
does not support their means of protest— 
the four-year-old Zapatist rebellion. —— 

^. The government has also announced 
:the release of 300 prisoners held for petty 
: crimes—in fact, for their politics, many say. 
- And it has talked of removing some of the 
0,000 troops now in Chiapas, removing 





lice force. Mexicans have generally wel- 
‘comed these hints at conciliation. The Za- 
 patists will believe that when they see it: the 


_lages known for their Zapatist loyalties. 


arrested, including a loca! mayor and po- 
lice chief. But the official human-rights 
commission claims that at least a dozen se- 
_nior officials in the state may have known 
f the planned attack before it took place, 
and have since concealed information 
"about it. Foreign human-rights groups this 
. week called for the army to be investigated. 





a widely ridiculed explanation of the mas- 
sacre: a 70-year-old man's desire to avenge 
> the murder of his son a week earlier. True, 
several pro-government p people had been 
~ killed in Chiapas in December; sceptics ask 
` ; Why a personal vendetta should lead to the 
| Organisation of a- paramilitary group 
. armed with machineguns. | — 





interior r miner oth the time, the Chiapas 






i crackdown on dee mowi 

tonomy there will surely Da more to 
‘do so. “Chiapas has been pushed to the 
limit, and is on the verge of civil war,” says 
Gilberto Lopez, an. opposition - congress- 











n 


what, and 


< national conscience. The murder of a peas- 


l publicly admitted the wretched southern 


'heckpoints and reforming the state's po- 


army has been tightening its control of vil- 


As to the massacre, 51 people have been - 


The federal attorney-general’s office offered 


Some political heads have rolled: the | 


man. He may be overstating the risk. But it 


ing state of Guerrero is home to some 
overtly Marxist guerrillas. Nine people 
were murdered there in an attack last week- 


. end, four more on Tuesday. A drugs war, 


runs one explanation. Possibly, but what- 
ever the truth, it was a brutal reminder of 
Mexico's scope for organised violence. 





Cuba 


Darling, you 


were wonderfu 


HAVANA 


“HE visit was stage-managed from start 
to--almost—finish. Not only by Fidel 
Castro, though. As the rival stars delivered 
their lines, each promoting his own institu- 
tion and view of the world, mildly praising 
while delicately knifing the other, it was 
hard to say who would collect the most ap- 
plause. But just before the curtain came 
down on the papal visit on Sunday, the an- 
swer became clear: John Paul II. 





Mr Castro had been generous, as self-as- 
sured leading men are, before the pope ar- 


rived. He urged Cubans to fill the plazas for 
the pope as a “courtesy”, and not to shout 


any derogatory comments, nor Vivas! for 
revolutionary heroes. The church shared 
many of the revolution’s social goals, he 
said; nay, many of John Paul’s speeches 
read as if “they were written by a journalist 
from Granma"—the official newspaper. 
But the pope too is an old trouper. He 
pleased Mr Castro with his condemnation 
ofthe American embargo—only to add that 
Cuba’s “material and moral” poverty was 
due not only to American sanctions but to 
“limitations on fundamental freedoms”. 


. He recognised the regime’s achievements 
in health and education, but admonished 
| itto release political prisoners. At his mass 
in Santiago, Cuba's second-largest city, he _ 
did not refer to politics, but did something | 





ve No is. Chiapas | alone: The ee 





bishop do só, it in an attack on ose * 


confuse the fatherland with one pu^ 

It was his final mass, in Havana, that 
sealed his success. Addressing "several 
hundred thousand believers and non-be- 
lievers", as the government put it, he did in- 
deed criticise "the capitalist neo-liberalism 
that subordinates the human person to 
blind market forces", to the applause of 
party hacks, Mr Castro among them, in his 
audience. But he also called for greater free- 
dom of expression and association, and 
more space for the church. And as he did so, 
an extraordinary thing happened. 

On Havana's broad Revolution Square, 
the crowd burst into cries of "Libertad". 
Party loyalists tried to drown them out with 
banal chants of “Viva el Papa”, but they 
would not be silenced. Some of those shout- 
ing for freedom were plainly scared; many 
others found the courage to shout out their 
defiance again and again. For the first time — 
in the history of the revolution, countless 
thousands of Cubans (and millions more 
watching on television) were united by a 
force beyond Fidel Castro's control. 

“Down with hegemony, arrogance and 
egotism!” proclaimed many of the posters, 
showing the two leaders holding hands, 
which had been plastered over Havana be- 
fore the pope's arrival. They referred, of 
course, to the United States. Of course? The 
coming months and years will show. © 





| Argentina 
Menem — 


l BUENOS AIRES. 


E NEXT | edis elections draw nearer, E 
. cigarette lighters, posters and stickers . 


bearing the legend “Menem 99” are prolif 
erating in Buenos Aires. The slogan even- 


appears in large letters on strategically sited 
vans in the Uruguayan resort of Punta del 
Este, where Argentines in their thousands 
are taking their summer holidays. So Carlos 
Menem will be running for the presidency’ 
again, will he? Actually, no. 

For one thing, the constitution bars a 
president from a third consecutive term; 
Mr Menem had toget it amended, with op- 
position aid, in 1994 to be allowed even a 
second term (of four years instead of the 
previous six). Not even the president's best 
friends in his Justicialist Party can close 
their eyes to that. Instead, they refer tohim . 
as being "proscribed"—a word recalling a 
time in the 1960s when Peronists like him | 
were barred from office—and lament that — 
their man is being shabbily treated. i 

One enthusiast has asked the courts in 
the president's home state of La. Rioja for | 
redress, arguing that the constitution's ban 


itself is unconstitutional, since it infringes 
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Menem calculates 





Mr Menem’s civil rights under a treaty fa- 
thered by the Organisation of American 
States (OAS). Odd as it is, the case will proba- 
bly eventually reach the Supreme Court, 
when the judges come back from their sum- 
mer break in February. But even in Argen- 
tina, where the legal system often strays be- 
yond the bounds of logic, and not even the 
grandest judges are famous for saying no to 
the government, the case is likely to fail 
there. Curiously, there is a precedent. A for- 
mer dictator of Guatemala. Jose Efrain Rios 
Montt, made a rather similar appeal to the 
treaty some years ago. The human-rights 
commission of the oAs turned it down. 
That would leave a referendum as the 
only way to remove the ban. But though the 
constitution now allows such a step, Con- 
gress has never put through the needed sup- 
plementary regulations. Nor will it, while 
that might open the way for Mr Menem to 
try again. The new opposition alliance, tri- 
umphant after the congressional elections 
in October, is in no mood for à 1994-style 
deal. Mr Menem's party no longer controls 
Congress, and even if it did, many of its 
members are against his running again. 
His main Justicialist rival—and leading 
hopeful for the candidacy in 1999—is 
Eduardo Duhalde, governor of Buenos 
Aires province. He this week said a Su- 
preme Court decision in Mr Menem’s fa- 
vour would be “a judicial coup d'état". 
Many voters too are hostile, tired both 
of repeated belt-tightening and ofthe air of 
sleaze that hangs around the government. 
Mr Menem and his admirers say he could 
win re-election at a canter. Graciela Romer, 
a political analyst, says only 16% of voters 
fancy giving him the chance to try, as 


= against 64% before the 1994 reform. 


Yet the constitution may not be the real 
bar. Does Mr Menem genuinely want to 
try? Publicly, he says he does not—and he 
may mean it. So why let his friends suggest 
the idea? Cynics have an answer: it takes 
the spotlight off Mr Duhalde. “Menem pre- 
fers a divided party to one led by Duhalde,” 
explains Rosendo Fraga, another analyst. 
Mr Duhalde this week returned the compli- 
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ment, boycotting ("We're on holiday in Bra- 
zil”) a meeting to which Mr Menem had 
summoned Justicialist governors. 

Many believe that Mr Menem has al- 
ready accepted that his party will lose in 
1999, and aims simply to cause enough 
trouble to prevent any of his rivals getting a 
firm grip on the party leadership. So far, at- 
tempts to get him and Mr Duhalde together 
to sort out their differences have floun- 
dered. The Justicialist leader in the lower 
house of Congress has said publicly that 
“there will be no happy ending this way, 
we are on the road to disaster.” Mr Menem 
can see a Silver lining: “The way things are 
going, I believe I will be to some extent the 
head of the opposition,” he admitted 
blithely in a recent television interview. He 
later claimed that this was not quite what 
he had meant, but few believed him. And 
there is another easy explanation: though 
he will be 68 that July, nothing bars Mr 
Menem from running again in 2003. 





Canada 


Salmon stand-off 


VANCOUVER 


S PEACE at hand in Canada's bitter dis- 

pute with the United States over the 
sharing of Pacific salmon? A report by two 
special envoys, which both governments 
have accepted, has raised hopes. But big 
problems remain. 

Salmon return to spawn where they 
hatched, some in Canadian rivers, some in 
American. Both countries’ boats catch both. 
In 1985 the two agreed, by treaty, to manage 
the fisheries jointly, sharing the catch in 
proportion to each one's share of the hatch. 
They have been squabbling over just what 
this means ever since. Meanwhile, Ameri- 
can boats have taken 35m more Canadian 
salmon than they were entitled to. 

British Columbia and its fishermen are 
fed up. Last year, after talks on a new catch- 
sharing deal broke down, for the fifth year 
in a row, anger became war. British Colum- 
bian boats began aggressive fishing in that 
province's southernmost waters, to cut the 
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Americans’ share; and for three days in July 
some blockaded an Alaskan ferry in the 
port of Prince Rupert. The state of Alaska 
sued them for C$3m ($2.1m)in lost revenue. 
They countersued for lost income. 

Meanwhile, British Columbia had 
threatened to cancel its lease to Canada’s 
federal government of a torpedo-testing 
range that is used by the American navy. 
You can’t do that, said the feds, but also sent 
a strong note to the United States accusing 
it of breaking the salmon treaty. In vain. So 
British Columbia—in a Seattle court—sued 
the American federal government and 
those of Alaska and Washington states, 
claiming C$325m in lost fishing revenue. 

At this, far off to the east, the wimps in 
Ottawa—that's how it looks to British Co 
lumbians—became alarmed, and launched 
writs of their own against the provincial 
troublemakers. Then commonsense took a 
hand: the two countries agreed to pick two 
envoys to study the issue. The two men— 
David Strangway, an ex-president of the 
University of British Columbia, and Wil- 
liam Ruckelshaus, former head of his coun- 
try’s Environmental Protection Agency—re- 
ported on January 12th. They endorsed 
Canada's charge of American over-fishing 
and called for redress, but told Canada not 
to expect as big a share of the catch as it 
claims. They said the United States should 
stop leaving its fishing industry to act as its 
negotiators; the two governments should 
work out a deal—a two-year one at first, 
then a long-term agreement. Canada's fish- 
eries minister said yes; the Clinton admin- 
istration said yes, in principle. 

And now? The two envoys' work has at 
least changed moods. Alaska on January 
22nd said it would withdraw its suit 
against the Canadian fishermen, if they 
cancelled their counter-claim and prom- 
ised never again to blockade a ferry. As part 
of that deal, the Canadian government will 
spend C$2.75m promoting tourism both in 
British Columbia and Alaska. 

But while the American fishermen to 
the south seem ready to compromise, a deal 
acceptable to those from Alaska looks hard. 
The treaty entitles them to 120,000 “Cana- 
dian" sockeye salmon. Last year they took 
almost 600,000. British Columbians were 
outraged, and thought the reduction of- 
fered by Alaska derisory; they want a dras- 
tic cut. A deal depends on American federal 
readiness to twist Alaskan arms. 

And on readiness in Ottawa to twist 
British Columbian arms. This week the 
province's premier, Glen Clark, called for 
Canada's negotiating team to be a joint fed- 
eral-provincial one. The status quo is intol- 
erable, he said: there must be sharp cuts in 
the American catch of Canadian salmon 
this summer, not in two years’ time. And he 
has withdrawn neither his lawsuits nor his 
threat about the torpedo range. 
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INTERNATIONAL 


Iraq rediscovers religion 


BAGHDAD 


Battered by seven years of sanctions, Iraqis are turning to Islam. For his own 
reasons, Saddam Hussein is doing the same 


HE crisis between Iraq and the United 

Nations resounds to the ever louder rat- 
tle of sabres and the diminishing chatter of 
diplomacy. While a Russian envoy visits 
Baghdad in a last-chance bid at mediation, 
the United States is overtly preparing the 
ground for a military strike in the near fu- 
ture. Saddam Hussein, believing himself 
indestructible, spits back, claiming that 
hundreds of thousands of volunteers are 
enlisting as a force to repel 
the Anglo-American ag- 
gressors, 

The foreground is grim 
and noisy. In the back- 
ground, a quieter change 
seems to be taking place. 
Iraqis, saddened by misfor- 
tune, are turning for com- 
fort to their religion. So, in 
his own manipulative way, 
is their leader. 

In the centre of Bagh- 
dad, builders have just 
started to lay the founda- 
tions for Saddam Mosque, 
destined to be the largest 
mosque in the world, with 
space for 45,000 worship- 
pers. Built on the site of al- 
Muthana airport, which 
was bombed in the Gulf 


war and had to be aban- E DOS MM 
doned, the mosque will L—— it wii ed 
have several minarets, Best and biggest, for God and Saddam 


stretching 150-200 metres 

(500-600 feet) high, a vast dome, and is de- 
signed to look as though it were floating on 
the waters of an (artificial) lake. 

The mosque is Saddam Hussein's latest 
bid to strengthen his Islamic credentials. 
Iraq was once one of the Arab world's more 
secular countries. Its ruling Baath party 
preached a doctrine that combined social- 
ism with Arab nationalism. But, since the 
Gulf war, Mr Hussein has turned to Islam 
to break out of regional isolation, and to 
help him to drum up political support in 
the Muslim world. 

When the American-led coalition 
bombed Baghdad, he ordered a change in 
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the national flag: Allahu Akbar (God is 
great) took centre-place on the country’s 
red, white and black flag. He also started to 
sprinkle his speeches with passages from 
the Koran. Last year, he gave Abdul Monim 
Abu Zant, a radical Muslim preacher from 
Amman who calls for an Islamist state in 
Jordan, his own half-hour programme on 
Iraqi state-controlled television. For a year, 
Mr Abu Zant appeared every evening, in- 





structing Iraqis how to be good Muslims. 

But there is much more to the new 
mood than symbolism. Mosque atten- 
dance is rising fast in Iraq, particularly 
among the young. Although Baghdad's grey 
skyline is dotted with blue domes and tiled 
minarets, there is not enough room for the 
new devout. “Before the war about 90 men 
would come to the mosque in my neigh- 
bourhood for Friday prayers," observes a 
middle-aged Baghdad man. "Now, more 
than 1,000 worshippers turn up, mostly 
young people. There is not enough space, so 
they pour out into the streets." 

Iraqis are going through terrible times. 





More than seven years of sanctions have 
brought living conditions crashing down. 
The shortages are devastating—and kill the 
vulnerable. This winter, people are even 
selling their blankets and heaters in order 
to put food on the table. Unremitting hard- 
snip, and the subsequent breakdown of the 
country's social structure, have left Iraqis 
running for cover. Searching for order in 
their lives, people seem ready to go back to 
religion. As they wait unhappily for Ameri- 
ca's bombs, some 2,000 Iraqi women re- 
cently came together to pray for peace. 

For the young, who can barely remem- 
ber life before sanctions, the appeal of Is- 
lam is understandable. Religion, they say, 
empowers them. Their options, after all, are 
few. "They have no money, no jobs, no fu- 
ture," explains an Iraqi father. "Islam is all 
they have to keep them going." 

The fasting month of Ramadan, which 
ended this week, was ob- 
served by Iraqis with 
greater vigour than in pre- 
vious years, especially in 
the towns. Although quitea 
few restaurants remained 
open for business—with 
private traders who have 
profited from sanctions sit- 
ting down to grilled 
chicken, rice and pickled 
vegetables—most Bagh- 
dadis seemed to refrain 
from eating, drinking and 
smoking during the day- 
light hours when obser- 
vant Muslims are forbid- 
den to allow anything to 
pass their lips. 

Female dress is another 
reflection of changing 
times. Before the Gulf war, 
only religious Shia Muslim 
women wore the abaya, 
the traditional head-to-toe 
black cloak. Shoulder- 
length headscarves, common elsewhere in 
the Arab world, were seldom seen in Iraq 
except on Palestinian women (so they were 
called Palestinian veils). Now the majority 
cf women in Baghdad—including profes- 
sional women who once kept up with the 
latest hairstyles—have tucked their hair un- 
cer simple-patterned Palestinian veils. 

At the end of a working day this week, 
hundreds of female employees spilled out 
cf the main branch of Rafidain Bank. Al- 
most all had their hair covered. "Don't 
worry," said a taxi driver. "It's not Iranian- 
style Islam." Not yet, anyhow. 
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INTERNATIONAL 
Egypt 


Better not ask a policeman 


CAIRO 


Egyptians would like their police to be more disciplined, and the state less 


repressive 


HEN villagers outside Luxor heard 

shouts and gunfire, they thought Is- 
lamist terrorists had returned. Remember- 
ing November's daylight massacre of 58 
tourists at the nearby Temple of Hatshep- 
sut, à few brave men ran to the rescue. They 
were shot down—not by terrorists, but by 
riot police backing up a government order 
to demolish “illegal” houses. This mélée on 
January 17th in the village of Taraf left four 
people dead and 29 injured. It also left 
Egyptians wondering what lessons, if any, 
their government has learnt from its recent 
security troubles. 

Judging from the outpouring of sharp 
commentary that followed the slaughter of 
tourists two months ago, many Egyptians 
thought the central lessons were that, 
though the police should be more efficient, 
the state should also lighten its hand. It 
should widen the space for political partici- 
pation, thus lessening the likelihood of dis- 
sidents being driven to extremism. 

On Police Day, January 25th, speeches 
by President Hosni Mubarak and his new 
interior minister, Habib al-Adli, praised 
the security forces’ hard discipline and re- 
spect for human rights. But these are not 
traits that come to the average Egyptian’s 
mind when he thinks of the police. 

A better echo of popular impressions 
comes from an opposition newspaper that 
is reprinting articles written a century ago 
by an Egyptian nationalist, Abdallah 
Nadim. "Suppose I agreed that . .. it is fine 
to torture criminals. But why do the police 
do what they do to ordinary citizens? Why 
all this violence towards students or work- 
ers or farmers or women? People nowadays 
are terrified to enter a police station.” The 
implication is that nothing has changed. 

Nor is there any sign of the government 
allowing more political space. The promul- 
gation last week of a new law gives a clue to 
its thinking. Like a slew of recent legisla- 
tion, the law is aimed at dismantling obsta- 
cles to freer markets, in this case by making 
it easier to form companies. Well and good, 
but tacked on to the bill is an item that re- 
quires permission from the prime minister 
(appointed by the president) for anyone 
who hopes to establish a newspaper. There 
is no right of appeal against the prime min- 
ister’s decision. 

Even before the new rule, it was virtu- 
ally impossible to license a newspaper. If 
the press looks lively (the airwaves remain a 
dreary state monopoly), it is because many 
publishers exploit a loophole that allows 
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them to register their companies abroad 
while printing in Egypt. Journalists and 
others believe that the new rule presages 
measures to end this small freedom. It is 
only a matter of time, wrote Al Ahram’s col- 
umnist Salama Ahmed Salama, before 
there is an attempt to close “the door that is 
letting in the draught so that the govern- 
ment can feel completely cosy and comfy, 
even if the draught does bring in fresh air.” 

The discrepancy between widening 
economic freedom and tightening civil lib- 
erties has become a common topic in 
Cairo. But it is in places such as Taraf that 
the two trends clash. Many of the village's 
houses stand on land claimed by the state 
as archaeological sites. The government has 
long wanted to remove villagers to make 
way for tourists. Residents note with bitter 
irony that while their houses are being torn 
down, other buildings are going up—in- 
cluding, recently, a police station. 

There is a sense of growing danger. Not 
from Islamist extremists—most Egyptians 
believe that the Luxor attack was a bloody 
anomaly in a trend of declining violence. 
Rather, the danger comes from more gen- 
eral frustration, faced with an unrespon- 
sive government. 

The mood is captured in a fantasy film 
released this week by a comic star, Adel 
Imam. In “A Message for the Governor’, he 
plays a knight who sets out in 1807 to warn 
Egypt's rulers that the British are invad- 
ing—but does not arrive in Cairo until 
1998. Trying to reach the ear of authority, he 
is first thrown into prison as a "terrorist", 
then into an asylum. Not so funny an alle- 
gory for the many Egyptians who decline to 
speak out for fear of being treated like a 
public enemy. 





Tunisia 


Be happy, and 
shut up 


TUNIS 


ITH Algeria and Libya for neigh- 

bours, it is easy for Tunisia to look 
good. And so it does. The government is in 
firm control and the economy is growing. 
People are well educated, and nowadays 
pay attention to a family-planning cam- 
paign. Under the approving eyes of the IMF 
and the World Bank, the government pur- 


sues a structural-adjustment programme. 
In 1995, Tunisia became the first Arab 
country on the Mediterranean's shore to 
sign a free-trade agreement with the Euro- 
pean Union. The roads are good, the cities 
clean, the atmosphere relaxed. Tunis even 
boasts efficient public transport. In short, 
Tunisia is a model—except in one respect: 
its leaders are as keen as others in the region 
on suppressing political dissent. 

Hamais Ksila, a civil-rights activist, is 
currently on trial for insulting government 
officials, libel and spreading false news—— 
in other words, for speaking out about hu- 
man rights. His lawyer complains that she 
is denied the right to speak to her client, is 
followed by the police, and has even had 
her office broken into and her computer 





Ben Ali wins too well 


stolen. Last year, Amnesty International 
published a report, "Tunisia: a widening 
circle of repression", that enumerated hun- 
dreds of incidents of police harassment, 
intimidation, arbitrary arrest and torture. 

Nonsense, say the Tunisian authorities. 
They claim that the foreign-based opposi- 
tion groups that complain are simply 
fronts for drug-smugglers and the "interna- 
tional Islamist movement". Officials con- 
cede that the government faces no serious 
domestic criticism. But that, they say, is be- 
cause previous regimes prevented credible 
opposition parties and a free press from 
evolving. 

The victory of the ruling party in every 
single seat at the last parliamentary elec- 
tion, in 1994, jarred somewhat with the 
democratic protestations of President Zine 
el-Abidine Ben Ali. Evidently a bit embar- 
rassed, he has pushed through a law to re- 
serve 2096 of the seats for the opposition, 
whatever their proportion of the popular 
vote. He did not, however, manage to sug- 
gest a way of reducing his own tally of 9996 
in the presidential vote. 

By reserving seats, implies the govern- 
ment, it is gradually imposing pluralism 
on an unwilling public. It also claims that 
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there is no pattern of repression. If any re- 
mains, it is no more than an odd bit left 
over from an authoritarian past. 

But human-rights activists point out 
that before Mr Ben Ali took over in 1987, he 
was responsible as interior minister for the 
crackdown on al-Nahda, the main Islamist 
party. Once established as president, he 
outlawed al-Nahda, took control of the 
other opposition parties and the press, and 
tamed the unions and professional associa- 
tions. New regulations continue to limit 
the scope for criticism. Last year, the minis- 
try of higher education issued an order 
prohibiting meetings at universities with- 
out police authorisation. Hotels have re- 
cently been subjected to similar rules. 

Most Tunisians seem prepared to put 
up with such restrictions in return for sta- 
bility and economic growth. The idea of an 
Islamist takeover terrifies Tunisia’s liberal- 
minded middle-class, which eschews veils 
and beards and suchlike. Women, whose 
status has shot up under secular regimes, 
are particularly fearful of an Islamic re- 
vival. Many of the opposition leaders who 
have since fallen foul of Mr Ben Ali sup- 
ported his ban on al-Nahda. A generous 
welfare system wins over many of the poor. 

But unemployment, already above 15%, 
is bound to rise as European competition 
forces previously protected companies out 
of business. The number of new entrants to 
the labour force outpaces the number of 
jobs created each year, and the disparity 
will continue for some time before the de- 
cline in the birth rate takes effect. People 
grumble openly about corruption and ris- 
ing prices as subsidies disappear. And, at 
present, such pressures have no legal outlet. 





Sierra Leone 
Disaster waits 


FREETOWN 


HE stand-off has now lasted eight 

months. On one side is the elected, now 
exiled, government of President Ahmed Te- 
jan Kabbah, supported by a Nigerian-led 
West African peacekeeping force, Ecomog, 
plus various local militias. On the other is 
the Armed Forces Ruling Council (AFRC), 
the gang of junior officers who overthrew 
Mr Kabbah in May 1997, plus the Revolu- 
tionary United Front (RUF), a primitive 
rebel gang that spread terror through much 
of Sierra Leone in the early 1990s. In the 
middle are the people of Sierra Leone, pow- 
erless, poor and facing catastrophe. 

The AFRC and the Rur hold the capital, 
Freetown. The Nigerians, who hold the in- 
ternational airport, have imposed a land, 
sea and air embargo. With limited support 
from the UN Security Council, a West Afri- 
can regional grouping, Ecowas, has 
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No rebels these, but Kamajors protecting their lawful government 


charged the peacekeepers with restoring 
Mr Kabbah to power by diplomacy, sanc- 
tions or force. 

Sierra Leone has long been one of the 
five poorest countries in Africa. Now it has 
been pushed off the chart altogther. Hun- 
dreds of thousands of people have been 
forced from their homes and huddle in 
camps or rough shelters in the countryside. 
Sanctions have made things worse. In Free- 
town, which was comprehensively looted 
after the coup, goods are available only at 
prices out of the reach of ordinary people. 
The price of kerosene, used for light and 
cooking, has quadrupled in seven months; 
rice, the staple food, has tripled. 

With most businesses and banks closed, 
commercial life has virtually died. Govern- 
ment employees have not been paid for 
five months. Aid agencies and churches are 
providing emergency food and medicine 
but deliveries are hampered by sanctions, 
and what does get through is often stolen 
by soldiers. Schools are closed. And the ju- 
dicial system is a shambles: the coup-mak- 
ers released 1,000 criminals from jail, 
many of whom sought revenge on the mag- 
istrates who imprisoned them. 

The people of Sierra Leone, who turned 
out in large numbers for the 1996 election, 
have no time for the uniformed young 
thugs now theoretically in charge. When no 
Sierra Leonean of standing would serve in 
the government, and no other country had 
recognised it, outsiders tried to buy off 








INTERNATIONAL 





junta members with offers such as places in 
British universities. But the RUF rebels, un- 
interested in deals for themselves (many 
are illiterate), persuaded the professional 
soldiers to turn them down. 

Immediately after the coup, the Nigeri- 
ans tried to reverse the situation by force 
but came off worst. They then turned to 
sanctions and steady diplomatic pressure. 
These tactics seemed to be working when, 
in October, the junta signed a deal in Cona- 
kry, the capital of neighbouring Guinea, in 
which it promised to step down next April, 
handing power back to Mr Kabbah. But 
since then, the junta has wriggled. Its lead- 
er, Johnny Paul Koroma, now says that the 
peace plan will not work unless the Nige- 
rian troops leave immediately. 

The Nigerians' answer is to talk gently 
to Mr Koroma—and call for a much larger 
Ecomog force to be sent to Sierra Leone. In 
addition, the Nigerians are said to be help- 
ing some of the local militias. These, in the 
area around Bo, are the Kamajors, a group 
of traditional hunters who fought the RUF 
rebels and had close links with the Kabbah 
government, which gave them arms. Simi- 
lar self-defence groups have set themselves 
up in other parts ofthe country. In mid-Jan- 
uary, amid fierce fighting, the Kamajors 
briefly took a town in the diamond area— 
and whoever controls Sierra Leone's dia- 
monds is guaranteed a few million dollars 
a month. 

That battle could signal the collapse of 
the Conakry agreement and the beginning 
of the country's bloody dismemberment. 
All sides are importing weapons; hundreds 
of young men and women are being re- 
cruited both by the junta and by the local 
militias. For hungry young people without 
a future, fighting is the easiest option. For 
Sierra Leone, it spells disaster. 
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TM HAGUE 


ie Hague is beginning to show teeth 


: T ADOVAN KARADZIC, ex-president of 
SAN Bosnia’s Serb Republic, must at last be 
-a bit worried. On January 22nd, the day be- 
Ü fore his supporters were to stage a session of 
_ their own “parliament” in the town of Bi- 
_ jeljina to protest against the recent election 
-of a Bosnian Serb government that may 
: genuinely seek ethnic harmony, NATO 
. troops swooped on the town and nabbed 
. Goran Jelisic, a former prison-camp boss 
‘wanted for genocide. 

Believing himself immune from pros- 
ecution at the war-crimes tribunal, Mr Jelis- 
ic had bragged about how many Muslims 
he had killed, described himself as the 

“Serb Adolf”, and dared peacekeeping 
.troops to come and get him. Mr Karadzic, 
also charged with genocide, has been al- 
: most as brazen, convinced he too would 
< never be snatched. But the idea, so long de- 
_tided as implausible, that Mr Karadzic 
. might one day face justice in court is now 
-distinctly possible. 

. Mr Jelisic’s arrest was the third of its 
nd in seven months. Together with the 






















3 Aminals n must take seriously 


ated. surrender of ten Croat suspects 


Manamaan" J 


Once regarded as idealistic but futile, the international war-crimes tribunal at 


in October, the arrests have transformed 


the prospects of the tribunal. Louise Arb- — 


our, the Canadian who is chief prosecutor 
at The Hague, expects more arrests or sur- 
renders. “We have turned the corner,” she 
says. "This institution is not going to go 
away." Once it might have been reasonable 


for Mr Karadzic to gamble that the tribunal. 


would eventually expire, concedes Ms Arb- 
our. No longer: “I’m confident that every 
one of our efforts to bring these people to 
justice will, in due course, be successful." 
Just a year ago this would have been a 
hollow threat. The tribunal smelled of fail- 
ure. When the United Nations Security 
Council set it up in 1993, some saw it as a 
brave and worthwhile attempt—the first 
since the Nuremberg and Tokyo trials after 
the second world war—to apply interna- 
tional laws on war and genocide to the bru- 
talities of war, in this case those that fol- 
lowed the break-up of Yugoslavia. Others 
saw itasa pathetic sop to the consciences of 
western countries scared of taking the 
much riskier course of actually intervening 


to stop the war. 


_ to try only one man (another had pleaded 
guilty); it held a mere seven in custody. The | 
tribunal seemed little more than a playpen : 


tribunal has 20 alleged villains in custody 
— Four trials involving seven defendant 
under way, two having started in Janua 
M ore are due in the next few months. - 


 "theUnited States and the Netherlands, tw 
| new courtrooms should be ready by Ma 


that have been overcome: getting a multi- 
national team of lawyers to blend Anglo- 
Saxon common-law and continental civil- - 































































By the beginning of 1997, h 
seemed vindicated. Even huma 
campaigners who had championed t 
bunal were disappointed. Nearly four ye 
and $120m on, the tribunal had managed 





for lawyers. It all seemed absurdly remote 
from the killing-fields of Bosnia. =- 

A big reason for the change is that the 
court’s sponsors in the Security Council 
have at last come up with military punc 
and cash. With Mr Jelisic behind bars, 


. Thanks to contributions from Brita 


to speed up the process of bringing the ac 
cused to book. For this year the UN has 
creased the tribunal's budget by nearly 
third, to $64m, so that more lawyers, inves 
tigators and translators will be hired. By th 
end of the year, four or five trials, involving 
up to a dozen defendants, should have 
been completed. So far 74 people have 
faced 20 public indictments, and an un- 
known number have been charged in seal- 
ed indictments. Expect more. z 

- But will this buzz of activity give the tri- 
banal more teeth? Gabrielle Kirk McDon- 
ald, a former United States federal judg 
who is its president, is acutely aware tha 
this is the year when the tribunal mu 
prove it can hold trials expeditiously an 
fairly. She wants procedures streamlined 
and the UN to arrange for more judges t 
reinforce the 11 already appointed to sit on 
the three-judge panels which oversee the 
trials. Rejecting criticism that the tribunal 
has already frittered away too much time 
and money, she lists an array of difficulties 


law practices; and a gaping lack of. 
precedent. “We've built an entire institu- 
tion from scratch," she says. » 

Prosecutions have been hampered, kao us 
by the reluctance of governments in Cro- 
atia, Bosnia and Serbia to hand over the ac- 
cused, and by the difficulty in persuading 
frightened witnesses to give evidence. An 
some NATO countries have been less tha 
helpful. In December Ms Arbour hac 
public row with the French after th 
fence minister refused to let Fren 
give evidence to the court. < 
-At least it is plain that tth tri 
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EUROPE 
with Croats, Muslims and Serbs all now 
standing trial—is even-handed. The first 
case, that of Dusko Tadic, a Serb jailer, was 
well handled. After a trial in 1996 that 
lasted seven months, during which horrific 
accounts of murder, rape and torture were 
heard, Mr Tadic was found guilty of 11 
counts of war crimes and crimes against 
humanity and sentenced to 20 years in 
prison. The trial was meticulously docu- 
mented on the tribunal's internet site. 
Some 70 witnesses were called for the pros- 
ecution, 50 for the defence. Mr Tadic has 
appealed against both verdict and sentence 
to another panel of the tribunal's judges. 
Even one of his own defence lawyers says 
he had a fair trial. 

Whether that will encourage Mr Kara- 
dzic to give himself up remains to be seen. 
If he did, it would certainly give the court a 
huge fillip.It might improve the chances of 
peace in Bosnia. And it might help those 
trying to bring some reason and harmony 
to other troubled parts of the world. 





Staying on 


FEW months ago, peopie wondered 

whether the NATO-led "stabilisation 
force" would remain in Bosnia after its 
mandate expires in June. Now it looks 
likely not only to stay; it may well get more 
duties and barely fewer men and women 
than its current 35,000 to do the work. 

NATO's military committee is consider- 
ing four options, including withdrawal or 
deploying a much smaller force. A middle 
way would see a sharp cut in numbers, to, 
Say, 20,000 troops, and continuation ofthe 
force's current mandate to provide general 
security. When the committee reports to 
NATO ambassadors in early February, how- 
ever, it looks likeliest to suggest the most 
ambitious option: a mission that would in- 
volve about 30,000 troops. It would have 
fewer tanks but more helicopters to make it 
more mobile than the existing force. It 
would have more to do, too. 

Most of the extra jobs involve protect- 
ing refugees who want to return to areas 
now dominated by ethnic groups that ex- 
pelled them during Bosnia's four-year war. 
The new force may include an armed po- 
lice contingent of up to 1,000 men. Its job 
would be to fill in the "enforcement gap" 
between the local police, who cannot be 
trusted to treat minorities decently, and the 
United Nations’ Internationa! Police Task 
Force, an unarmed body that trains the lo- 
cal police and only occasionally enforces 
the law itself. 

The stumbling-block could be that only 
a few European countries, including 
France and Italy, have the right sort of 
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 Arkan, perhaps sighted, surely wanted 


BELGRADE 


FOLK hero among Serbs, but hated 

by those Muslims and Croats who 
survived the "ethnic cleansing" of his 
thugs, one man likely to be high on the 
secret list of war-crimes suspects wanted 
in The Hague is Zeljko Raznatovic. And 
he may still be up to no good. Reports of 
him popping up in Kosovo, Serbia's 
tense Albanian-populated province, 
could presage a bloodbath threatening 
Balkan peace all over again. 

Better known as Arkan, a name ac- 
quired when he wasa hit-man for the Yu- 
goslav secret service in the 1970s, Mr Raz- 
natovic played quite a part in Slobodan 
Milosevic's effort to carve a Greater Ser- 
bia out of Yugoslavia's rump six years 
ago. The "Tigers" of his Serbian Volun- 
teer Guard were mostly nationalist bul- 
lies from the fan club of the Red Star Bel- 
grade football team. In 1991 they helped 
impose Serb ethnic purity on the town of 
Vukovar, at the eastern end of Croatia. In 
April 1992 it was Arkan's men who (with 
a wink from above) set off the Bosnian 
war by seizing the Bosnian border towns 
of Bijeljina and Zvornik, where they mas- 
sacred the local Muslims. 

Arkan was well qualified for such 
| 
| 
| 











work. His admirers make much of his es- 
capes from prisons in the Netherlands 
and Sweden after he had been put inside 
for robbing banks. Interpol, it is said, 
would still like to talk to him. 

Last June he emerged from seclusion 
in Belgrade, brandishing a letter from 
the tribunal at The Hague, confirming 
that he is not on a list of publicly in- 
dicted suspects. What became known 
only the month after, when British sol- 
diers seized a Serb in the Bosnian town 
of Prijedor, was the existence of a secret 
list. Since then he has lain low. Last week, 
however, sympathisers of the main sepa- 
ratist party in Kosovo said that Arkan 
and his Tigers had been involved in an 
attack on a village called Prekaze, 











A starting-pistol for Kosovo? 


wounding two Albanian women and 
killing a man. The surrounding country- 
side is a stronghold of the Kosovo Libera- | 
tion Army, an Albanian group which the | 
Serbian authorities say has killed 43 peo- 
ple since 1991. On the same day, a local 
Serb councillor who was a close friend of 
Arkan was shot dead. 

The Serbian Unity Party run by Ark- 
an, who, as Mr Raznatovic, was once a 
member of parliament, has refused to 
comment. Arkan has business interests 
in Kosovo (especially on its borders), so 
he would have a non-military reason for 
being there. Moreover, it is in the inter- | 
ests of the Albanian separatists to accuse 
Arkan. But if he is again sniffing blood, 
that would be ominous. He would be do- 
ing soonlyon the say-so of the powers in 
Belgrade, led by Yugoslavia's belea- 
guered President Milosevic, who may see 
bashing Kosovo's secession-minded Al- 
banians as an infallible way to rally | 
Serbs behind him. | 








armed police, and they are reluctant to bear 
the burden alone. The new force may also 
do more to clear landmines, which scare 
refugees away from their homes. 

How will Bill Clinton persuade a scepti- 
cal Congress to authorise another force for 
Bosnia, especially since the cut in the num- 
ber of American troops is likely to be small 
at first and there is to be no deadline for 
their final withdrawal? First, by pointing 
out that implementing the Dayton peace 
accords has become easier since the peace- 
keepers began taking a more active role. For 
instance, their seizure of television trans- 


mitters from anti-Dayton Serbs last year 
was a step on the road to the installation, 
this month, ofa pro-Dayton government in 
Bosnia's Serb Republic. Second, Mr Clin- 
ton will explain that American troops will 
leave gradually as objectives are met for get- 
ting pro-Dayton political parties elected, re- 
training the police, civilising the media 
and controlling arms—and the prospects 
for such progress have much improved. 
Hard luck on ethnic chauvinists who 
hoped to have the run of Bosnia after the 
peacekeepers' departure. 
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Russia’s old empire 


So near and yet so far 


moscow 


Russia wants to save the Commonwealth of Independent States, the unruly 
rump of the old Soviet Union. But it is heading for history’s dustbin 


HE “near abroad” is to be no more. Rus- 

sia is trying to purge from its official 
vocabulary the term commonly used for 
the other countries of the former Soviet 
Union. “It is high time we discarded the 
clumsy phrase which we habitually use to 
denote our partners in the Commonwealth 
of Independent States,” said Valery Serov, 
deputy prime minister responsible for cis 
affairs, last week. He was seconded by Ana- 
toly Adamishin, a junior minister responsi- 
ble for cis co-operation. “The sooner we 
give up the notion of a ‘near abroad’, the 
better," he said. 

If it sticks, the change will be welcomed 
warmly in the erstwhile "near abroad". 
Governments there have often complained 
that the term patronisingly implies that 
Russia still views the former Soviet Union 
as its sphere of influence. 

And that is certainly Russia's strong in- 
stinct, if not its stated policy. So why the 
public breast-beating? The main answer is 
that Russia has suddenly noticed that the 
CIS, at the best of times a rickety creation 
bringing together all the countries of the 
old Soviet Union save for the Baltic states, is 
in danger of falling apart entirely. Yet it still 
offers the best hope Russia has of keeping 
and even spreading its diplomatic and eco- 
nomic influence beyond its borders. 
Rightly or wrongly, Russia would see a col- 
lapse of the cis as a catastrophic setback to 
national prestige and interests. 

It is precisely this view of the Cis—as a 
vehicle for Russian interests—that has 
tested the patience of other members to 
breaking-point. The latest Cis summit, in 
Moldova in October, collapsed amid pub- 
lic acrimony. A summit planned for Janu- 
ary 23rd in Moscow had to be cancelled at 
the last minute after most countries 
showed indifference or outright hostility to 
Russian attempts to fix an agenda. Only 
three heads of government replied to a Rus- 
sian pre-summit questionnaire, at least one 
in unhoneyed terms. 

Islam Karimov, president of Uzbek- 
istan, said one reason the cis managed to 
take any decisions at all was that "everyone 
knows they will never be implemented". 
Uzbekistan, he said, did not want to be part 
of a cis customs union, or subordinate to 
any cis supranational bodies, or bound by 
any common security policy. He com- 
plained that the 2,000-strong cis bureau- 
cracy in Moscow was doing nothing useful. 

There will be another attempt in March 
to bring cis leaders together amiably. If that 
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fails, the Cis may fail with it. Hence the cur- 
rent Russian charm offensive, with its per- 
verse but perceptible logic: the term “near 
abroad" will not be used, so that the “near 
abroad" should not be upset by it. Let other 
countries be persuaded that Russia does 
not want to dominate the cis, in order to 
preserve the cis as something that Russia 
can dominate. 

There is an air of desperation about all 
this, and rightly so. The countries of the cis 
differ wildly in size, wealth, resources, cul- 
ture and politics. The only thing they have 
in common is former membership of the 
Soviet Union—the main thing they all, save 
Russia and Belarus, want to put behind 
them. Even if Russia does try to jolly things 
along, the question is not whether the cis 
will fall apart, but when. 

It is already fairly clear how. cis coun- 
tries will form smaller alliances with nar- 
rower and less abstract interests. That will 
drive multiple wedges through the cis as a 
whole, as these smaller interest-groups 
clash—often with Russia. The energy-rich 
Central Asian countries are one such force. 
They want to build new southerly export 
routes for their oil and gas, breaking depen- 
dence on Russian pipelines. That was a 
main topic when Central Asian leaders met 
in Turkmenistan in January, and it drew a 
sharp and surly reaction from Russia. 


Disintegration? 
Another informal group partly related to 
oil and gas has taken shape among Georgia, 
Ukraine, Azerbaijan and Moldova—the 
GUAM group, formed last year. The quartet 
has declared a common interest in trade 
routes through the Caspian and Black Sea 
hinterlands, mainly for oil. It is also draw- 
ing up a western-leaning security agenda, 
while denying—of course—that it is anti- 
Russian. Russia may take some persuading. 
Last week it was the turn of the Russia- 
Belarus “union”, declared by the two coun- 
tries in 1996, to tear away at the cis from 
within. As unions go, this one is nearly as 
rhetorical a creation as the cis. But it does 
have a wily political operator behind it in 
the shape of Alexander Lukashenka, the 
Belarussian president. He offers Russia ex- 
travagant protestations of loyalty and 
subordination, ofa kind Russia never hears 
elsewhere these days; and Russia gives Bela- 
rus generous trade privileges in return. 
The problem here is that Russia and 
Belarus are also members of a still not yet 
functioning four-nation “customs union" 
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with Kazakhstan and Kirgizstan, the pro- 
posed keystone of cis economic integra- 
tion. But Mr Lukashenka seems deter- 
mined that this larger customs union, and 
with it the interests of the cis, should not 
overtake or overshadow his own narrow 
creation. Last week he carried Mr Yeltsin 
with him when the president of Kazakh- 
stan, Nursultan Nazarbaev, came to Mos- 
cow with a plan to bring in nearly open 
borders across the four-member customs 
union. Messrs Lukashenka and Yeltsin 
blocked it. Mr Nazarbaev was furious. 

To help improve moods, Mr Yeltsin 
says he wants to have 1998 declared “the 
year of the cis”. At this rate, there will not be 
many more years to choose from. 





France 


Not our business 


PARIS 


EW evidence of French implication in 

the genocide in Rwanda in 1994? A 
former foreign ministers home raided by 
police at the behest of magistrates investi- 
gating huge illegal kickbacks for an arms 
deal? The French, it seems, just shrug their 
shoulders. They have seen and heard it all 
before. The conviction of the French is that 
most of their political leaders are corrupt. A 
recent opinion poll revealed that 59% of 
France’s citizens think so. 

Over the past five years, hundreds of 
politicians have been charged with corrup- 
tion, including eight former government 
ministers, two former party leaders and 
dozens of deputies and senators. Roland 
Dumas, foreign minister from 1984 to 1986 
and again from 1988 to 1993, and now pres- 
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ident of the constitutional council, the 
nearest thing France has to a constitutional 
court, is the latest dignitary to fall prey to 
the magistrates' zeal. 

The seizure by police of documents at 
his home and in the office cf his law firm 
on January 27th was part ofthe investiga- 
tion into a "commission" of FFr45m (then 
worth $8m)said to have beenspaid to Chris- 
tine Deviers-Joncour, a close friend of Mr 
Dumas, on the sale of six missile-armed 
frigates to Taiwan in 1991. Mrs Deviers- 
Joncour has been charged with corruption 
and has been in prison since November. 
Mr Dumas, the Socialists' foreign minister 
at the time of the sale, first opposed it but 
then changed his mind. 

If the affair has stimulated a frisson of 
interest, it is because of Mr Dumas's excep- 
tional position. But shenanigans over for- 
eign affairs rarely rouse the French at large. 
Foreign policy has long been a matter for 
the executive, which in France usually 
means the president alone. Parliament has 
little say, save on European Union affairs, 
and then only recently. All this most of the 
French accept without a murmur. What 
does it matter if politicians engage in a few 
underhand deals or occasionally tell a few 
blatant lies—so long as they help sustain 
the nation's gloire? 

Dealings with Africa are seen as partic- 
ularly arcane. Treated by successive heads 
of state since de Gaulle as a presidential 
preserve, they have always been marked by 
the diplomacy of cloak and dagger, by 
murky finance, and by buddy-buddy rela- 
tions with African leaders of often dubious 
repute. French politicians get campaign 
funds siphoned back from aid to Africa; 
French businessmen win government pro- 
tection for their African operations; ordi- 
nary people accept that dodgy methods in 
Africa help to promote French influence in 
the world. Why complain? 

It is against this background that reac- 
tion to the latest allegations of French im- 
plication in the Rwandan genocide has to 
be seen. France's leading right-wing daily, 
Le Figaro, recently ran a series of big arti- 
cles purporting to disclose new evidence of 
French support in arming the Hutu govern- 
ment troops and militiamen who massa- 
cred hundreds of thousand: of Tutsis in 
Rwanda from April to July 1994. The news- 
papers Africa specialist, Patrick de Saint- 
Exupéry, cites the accounts (almost all 
anonymous) of senior French soldiers and 
diplomats. He also draws from the detailed 
report of a Belgian parliamentary inquiry 
into Rwanda. France, says Mr de Saint-Exu- 
péry, "continued to co-operate [with the 
genocidal Hutus]’ and to ship arms to them 
“until at least the end of May1994". 

Although more detailed than before, 
such accusations are not new. The charge of 
complicity has been made repeatedly over 
the past three years. But, oddly, there has 


54 


been virtually no public or political reac- 
tion, no parliamentary debate, no commit- 
tee of inquiry, no campaign by intellectuals 
and no public outcry. Admittedly, hard evi- 
dence to back the claims is still thin. But the 
allegations are serious. France’s reluctance 
to co-operate fully with the war-crimes tri- 
bunals at The Hague and in the Tanzanian 
town of Arusha fuels the suspicion that it 
may have something to hide. 

The reason, perhaps, is that faced by 
criticism from abroad on foreign policy the 
French—more than Britons or Americans— 
still tend to close national ranks. Since the 
foundation of the Fifth Republic in 1958, a 
broad bipartisan consensus on matters for- 
eign has held. On Rwanda, this tendency is 
reinforced by the fact that the genocide 
took place at a time of cohabitation be- 
tween a Socialist president, Francois Mit- 
terrand, and a Gaullist prime minister, Ed- 
ouard Balladur. Now that cohabitation is 
again the order of the day (with Mitter- 
rand's long-time chef de cabinet, Hubert 
Védrine, as foreign minister), it is no sur- 
prise that few people seem keen to rake 
over African or Asian coals. 





Germany and abortion 


A chancellor's 
dilemma 


BONN 


BOUT the last thing Helmut Kohl and 
his embattled government coalition 
need in this election year is a resurgence of 
strife over abortion. But thanks to Pope 
John Paul II, with his new ruling to German 
Catholic bishops on the issue, that is what 
they face. There could even be renewed de- 
bate about the whole relationship between 
church and state, embarrassing in particu- 
lar the chancellors Christian Democrats 
and their strongly Catholic Bavarian part- 
ner, the Christian Social Union. 
Really? True, the pope told the bishops 
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that Germany’s 264 Catholic-run preg- 
nancy-counselling centres should no 
longer issue any of the certificates women 
need to obtain a legal abortion. But that 
leaves unaffected more than 1,400 other 
such centres throughout Germany run by 
non-Catholics. So on the face of it the im- 
pact of the ruling, made public on January 
27th but unlikely to be enforced until next 
year, hardly looks drastic. 

Unfortunately, that is not all. Of the 
many dilemmas Germany faced after unifi- 
cation in 1990, reforming the abortion law 
proved one of the trickiest. After a couple of 
years of anguished argument, parliament 
found a compromise between the toughish 
law of former West Germany and the softer 
one of the ex-communist east. But that ac- 
cord was promptly rejected as too lax by the 
Constitutional Court, so the politicians, in 
consultation with the church, had to 
tighten it. Under the law eventually passed 
in 1995, abortion is judged in principle an 
offence for which doctor and patient can 
be jailed. But it is not punishable during 
the first 12 weeks of pregnancy, provided 
the woman first goes through officially rec- 
ognised “counselling” and has a certificate 
to prove it. 

Plenty of people were unhappy about 
this outcome, stringent by most interna- 
tional standards. The Free Democrats in 
the Christian Democrat-led coalition of 
Helmut Kohl, who had found even the ear- 
lier compromise too strict, were particu- 
larly critical. But few wanted to open the 
debate all over again. Now the pope has 
done so. Catholic-run centres must, he says, 
continue to offer pregnancy counselling— 
even intensify it to help persuade women 
considering an abortion (whether Catholic 
or not) to change their minds. But they 
should no longer dish out what one Ger- 
man bishop calls “licences to kill”. 

One immediate effect is to increase ten- 
sion in Mr Kohl’s coalition. The pope's in- 
tervention strengthens the hand of those 
who, like the family minister, Claudia Nol- 
te, reckon even the 1995 law was too lax. 
They point to a sharp rise in the number of 
abortions, from 98,000 in 1995 to 131,000 
in 1996, and propose taking the matter yet 
again to the Constitutional Court. 

The Free Democrats, like the opposition 
Social Democrats and Greens, fiercely op- 
pose any move towards greater stringency 
and argue that the statistics before 1996 un- 
derstated the true state of affairs. Mr Kohl, a 
liberal Catholic, is (as so often) in the mid- 
dle. He would abhor any new approach to 
the court but is loth to snub the pope’s more 
fervent backers, let alone the pope himself. 

The new ruling may also force greater 
divisions between the Lander, the states, 
which have some latitude in applying fed- 
eral law. Even before the pope spoke, Ba- 
varia had tried to take a much tougher line 
(it was partly blocked by the Constitutional 
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Court) on pregnancy-counselling proce- 
dure generally, not just in Catholic-run cen- 
tres. Now Bavaria and the neighbouring 
state of Baden-Wiirttemberg may feel en- 
couraged to adopt a still stricter stance than 
states in the more Protestant north. 

If that happens, pressure may grow for a 
greater separation of church and state, tra- 
ditionally close in Germany despite Bis- 
marck's efforts a century ago to put some 
distance between them. Already some So- 
cial Democrats and Greens are arguing that 
Catholic counselling centres should lose 
their state support if they were to start refus- 


ing to issue the certificates. 

There have also been objections to 
church influence in bodies such as univer- 
sities and broadcasting supervisory coun- 
cils. And there is a groundswell of irritation 
because the state still passes on a small por- 
tion of citizens’ income tax to the church 
unless they go through the rigmarole of for- 
mally disavowing church membership. 

Could the pope’s latest move bring such 
discontent to a head? With the election just 
eight months away, that is a nasty thought 
for Mr Kohl and those parties with “Chris- 
tian” in their names. 





Turkey 


Bit by bit, ugly facts come out 


ANKARA 


A government report on corruption is embarrassing a lot of top Turks. And the 
prime minister is gunning for one of his predecessors 


ESUT YILMAZ is learning that hints 
are no substitute for the full story. 
The Turkish prime minister had asked to 
be given a report on the delicate relation- 
ship between corruption and the handling 
of the 14-year-old war against Kurdish guer- 
rillas in the south-east of the country. The 
civil servant given the job, Kutlu Savas, duly 
turned in the report. But on January 22nd 
the prime minister, appearing on televi- 
sion, revealed only a few bits of it, to do 
with policemen, intelligence agents and 
criminals. Prodded by journalists, he re- 
leased some more nuggets on the 26th. The 
trouble is, he can hardly stop there. Mr Sav- 
as has discovered matters too explosive to 
remain official secrets. 

His most damaging statement is that 
“an execution squad was set up within the 
state.” He does not say what many suspect, 
that this squad was responsible for the 
deaths of many of the Kurds—anything 
from 2,500 to 5,000—who were mysteri- 
ously killed between 1990 and 1996. But he 
does say that members of the secret service 
(he National Intelligence Organisation, 
known as MIT), the police and the military 
police's intelligence wing, JITEM, were all 
involved, sometimes warring among them- 
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selves, and that all three used the same hit- 
man. Among those killed in the crossfire, 
contends Mr Savas, were Turkey's biggest 
casino-owner, 15 secret-service informants 
and the army major who founded JITEM. 

Not all ofthis is news. Since 1996, when 
a senior policeman and a wanted killer 
died together in the crash ofa car belonging 
to a Kurdish member of parliament, enter- 
prising editors have been publishing ac- 
counts of collaboration between security 
men and criminals. Now Mr Savas notes 
that some policemen "entered the service 
of drug dealers". So Turks are wondering 
whether the security men were competing 
for cash from the heroin trade between Tur- 
key and Europe. They also want to know 
who ordered the Kurdish killings. One op- 
position member of parliament says "the 
army link is missing." 

The suspicious finger may not stop 
there. MrSavas's report concentrates on the 
years 1993-95, when Tansu Ciller was 
prime minister. Mrs Ciller, now in opposi- 
tion, is Mr Yilmaz's sworn enemy. To make 
things grimmer, Mr Savas drops hints 
about pals she appointed to run public 
banks. Mr Yilmaz has already ordered fur- 
ther judicial inquiries. Mrs Cillers hus- 
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Agar aghast at the accusations 


band has been charged with tax-dodging. 

When Mrs Ciller became prime minis- 
ter, the Kurdish guerrillas were getting gen- 
erous financial help from most of Turkey’s 
heroin dealers. Mrs Ciller’s answer was to 
appoint Mehmet Agar—a police chief she 
later made interior minister—to direct a 
special police team whose members in- 
cluded wanted criminals, one of whom 
was killed in the 1996 car crash. Within two 
years, most of the guerrillas’ big benefactors 
were dead. Mr Agar and the Kurdish mp, 
Sedat Bucak, are both standing trial, sepa- 
rately, on an array of charges mostly to do 
with corruption. 

But the smuggling went on, so who then 
took their places? Neither Mr Savas nor his 
boss seems in a hurry to answer. One rea- 
son may be that the skulduggery began well 
before Mrs Ciller came to power. Mr Agar, 
for example, got his first big police job un- 
der Turgut Ozal, the country’s leader for 
most of the 1980s. When Ozal opened up 
Turkey’s economy, rich criminals were of- 
fered legal loopholes and financial incen- 
tives to bring ill-gotten dollars home. Many 
extrajudicial killings were committed 
while Mr Yilmaz was first Ozal's foreign 
minister and then prime minister, when 
Mrs Ciller was a mere economics professor. 

Mr Agar presumably knows the an- 
swers tO many interesting questions. 
Friends say he had to mete out rough justice 
in order to contain both crime and Kurdish 
separatists. He may talk. So may the owner 
of the car that revealingly crashed in 1996— 
whose clansmen, Mr Savas notes, “were 
into smuggling drugs and guns". Sending 
them to jail could reassure restive Turks. It 
may also persuade the generals to come up 
with a better security system. If so, Mr Savas 
will have done well. 
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_ liamentary committees and press 
| conferences widely admired. 


ONVENTIONAL wisdom says that conventional diplo- 

macy is dying. Yet the age of supersonic travel has made 
foreign ministers' lives more taxing than ever. Robin Cook, the 
British incumbent since] 





last May, has visited at least 27 coun- 
tries in his first nine months in office. He has visibly aged and 
even gained weight—though such physical changes may reflect 
the break-up of his marriage and bad publicity about his mis- 
tress and the sacking of his diary secretary as much as the job's 
demands. This week's stop.on the Cook's tour of the world was 
Brussels, for the first foreign ministers’ meeting of Britain's cur- 
rent stint as president ofthe European Union. As such events go, 

it went all right. But, in truth, that much vaunted ideal, a *Euro- 
pean voice in the world", was as inaudible as ever. 

Mr Cook starts with some advan- — 
tages. Other Union members were .. 
ready to welcome a Labour minister 
of any stripe, so sick were. they of 
. And the main. . 
agenda for the British presidency is 
already set: to launch the single cur- 
rency—too bad that Britain will not 
be joining—and the negotiations 
over the EU's expansion to the east. 
Still, Mr Cook has made a good im- -| 
pression. His articulate intelligence 
is respected, his deft handling of par- 














And it seems a good moment for 
the British to advance special themes 
of their own. Behind the new presi- 
dency’s absurd logos and hideous. 
ties, two can be detected. One that 
Mr Cook is fond of is an “ethical di- 
mension” to foreign policy. He was 
buoyed up by the welcome most of 
his counterparts gave this week to his 
proposed “code of conduct” for arms 
exports (though France, the Unions - 
other big arms exporter besides Brit- 
ain, was eloquently silent), 

The second, favcured by Mr 
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Cook's boss, Tony Blair, is to “reconnect” the Union to sie citi- 


zens. Both men were horrified by their first two European sum- 
mits last year, because the talk was almost entirely of institu- 
tional arcana such as the reweighting of votes in the Council of 
Ministers. What about Europeans' real concerns, such as jobs 
and the economy? At this week's meeting, Mr Cook made much 
of his efforts to involve “ordinary people” through a carefully 
staged "public debate" on the presidency's programme, which 
duly stressed jobs, the environment and crime. _ 

it sounds fairly easy to apply such themes to the Union's for- 
eign policy. A dash cf ethics, plus the common sense of Joe 
Bloggs and his Japon apie da Pu hey presto, a new 
and purposeful European foreign policy. Mr Cook proclaimed 
this week that the Union had “reacted with speed" to recent 
events in Bosnia and Algeria, saying that this showed the advan- 
tages of Europe speaki ng with one voice. He went on to declare 
that the Union, as bigges: donor to (and trader with) the coun- 
tries of the Middle East, had a “right” to greater involvement 








alongside America in the peace process, 


If only it weré so simple. Leave aside for a moment the comi- 
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Cook’ s lumpy foreign broth 


cal notion that the European Union ever reacts with speed to 
anything—least of all to Bosnia and Algeria, two places where its 
actions have been consistently late and limp. There remain huge 
question-marks over Europe’s efforts to find a single voice. What 


might it be, for instance, on current events in Iraq? Why was the 


EU so timid last year over Albania? What is the EU's plan, if any, 
for Cyprus? The famous jibe by Henry Kissinger—when I want to 


speak to Europe, who do I phane?—still has no clear answer. An- 


other American diplomat, Richard Holbrooke, similarly hit the 
raw spot when he noted that Europe's foreign policy was that of 
"the lowest common denominator". 

To change this, Mr Cook may be displeased to learn, means 
tackling that ee old topic, EU institutions. One weak link is 
his own council of foreign ministers. 
Its debates are perfunctory and ill-at- 

. tended (France's foreign minister 
. was absent this week; few of the oth- 

: -ers stayed on for the second day's for- 


mate, Yevgeny Primakov). The for- 

| eign ministers have also largely abdi- 

: . cated to heads of government their 

old role of arbitrage over rows 

among national ministers of farm- 
ing, finance and so on. 

The division of labour within the 
European Commission, five of 
whose 20 commissioners have for- 
eign portfolios, also needs to be ti- 
died; there should really be a vice- 
president in charge of all foreign 
policy. But the biggest weakness is 

foreign and security policy", in- 
. wented in the 1992 Maastricht treaty, 
M does not really exist, except on the 
A ^ blandest or most trivial issues. The 
¿unanimity rule grinds everything 
$ down: even the mildest Eu initiative 
NES is hostage to vetoes. Too many EU 
M governments, ignoring the common 
policy, persist with foreign forays of 
their own. te of leadership, in the commission or from the six- 
monthly rotating presidencies, is painfully plain. 

Three potential improvements were agreed on in last year’s 
much-scorned Amsterdam treaty. One is to make the secretary- 
general of the Council of Ministers, currently a German diplo- 
mat named Jürgen Trumpf, “high representative” (and would- 
be progenitor) of the Union's foreign policy. The second was to 
set up, within Mr Trumpf's secretariat, a planning cell partly 
staffed by people plucked from. national foreign ministries, 
from the European Commission and from the Western Euro- 
pean Union (Europe s nascent defence arm). And limited major- 
ity voting was brought in for implementing foreign poli icy, once 
agreed in outline, pcd a veto threat remains "in reserve". 

Such institutional changes may help at the margin. But Mr 
Cook rightly thinks they are no substitute for political will. The 
blunt truth is that Europe will never have a credible common 


foreign and security policy unless bigger countries are prepared - 
to forgo their own. Germany might. But by far the most awkward - 


members, still treasuring their freedom of action, are France and 
Mr Cook's own country. Not Scotland, that is. But Britain. i 
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Program Prerequisites:Bachelor degree 
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*International Relations 

Including area studies, global studies, 
international politics and related courses. 
*Asia-Pacific Regional Studies 

Including history of Asia-Pacific relations, East 
Asian studies and other courses. 


Master of Business Administration 
^ Program Prerequisites:Bachelor degree 
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< The MBA is a full-time intensive program intended 
> to provide talented professionals with the 
specialized international management skills 
necessary to perform successfully in positions of 
responsibility in administration of companies 
throughout the Asia-Pacific region. 


. . Features 

< Coursework and thesis in English or Japanese. 

~_ internship and field study opportunities available 
in Japan and Asia-Pacific region. 
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Change is a relentless predator that lies in wait for unwary investors, companies 
and institutions who have assets to protect, preserve and enhance. 
Our Advisory Services are just one of the ways we help clients in a world of change. 
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DAR investment funds, other financial 


institutions and families have been turning to us for 
more than fifty years. 


Our International Fund Services Division is the 
world's leading administrator of offshore funds. And 
we customize unique investment options. 

Today they rely on our people and technology for We provide Banking, Custody, Brokerage, 
a world of integrated services. Pension Fund Services and much more — to turn 

Our Corporate and Fiduciary Services Change from a predator to a pussycat. 
range from business organization, CITCO For further information about the 
accounting, legal and advisory services to ious Lonited Citco group of companies, visit us at 
every aspect of Trusts. WWW.citco.com. 
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Ulster's past, Ulster's future 


T IS a truism that Northern Ireland 

needs to put its past behind it and con- 
centrate on building a peaceful future. But 
in announcing a judicial inquiry into the 
events of "Bloody Sunday" in 1972, Tony 
Blair has recognised that peace in Ulster 
may require some historical accounting. 
More than any other recent event, Bloody 
Sunday—when the British army killed 14 
demonstrators in  Londonderry—con- 
vinced many nationalists that Britain 
could never be an impartial peacekeeper, 
but was instead an occupying force. 

By agreeing to examine allegations that 
the army’s actions were unprovoked—and 
then covered up—Mr Blair hopes to bolster 
the idea that Britain can still be an honest 
broker in bringing about peace. And it is no 
coincidence that his announcement comes 
at a time when the peace process in North- 
ern Ireland is perilously poised between 
hope and fear. The hope is that by May a 
blueprint for a settlement may yet be pro- 
duced. If this is strongly endorsed in a ref- 
erendum, peace may just be possible. 

But the talks are taking place against a 
backdrop of killings and threats. The fear is 
that the very process of negotiation will not 
only fail to end the violence, but may actu- 
ally exacerbate it, as various parties see the 


Londonderry, January 30th 1972 
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talks leading in directions they dislike. Tit- 
for-tat killings could eventually kill the 
peace process itself, and plunge Northern 
Ireland back into more intense violence. 

The fear that killing might swamp the 
talking was underlined this week, when a 
session of talks in London began with the 
departure of one of the loyalist fringe par- 
ties—the Ulster Democratic Party, which 
speaks for the Protestant paramilitary UDA. 
Evidence that the upa had killed three 
Catholics in the recent upsurge of violence 
compelled the British and Irish govern- 
ments to enforce the principle that all par- 
ties to the talks have to renounce violence. 

The authorities said the upP could re- 
turn if they saw evidence of a renewed and 
unbroken UDA ceasefire. But some fear 
their departure might instead mean a 
steady unravelling of the process. Both loy- 
alist and republican splinter groups loathe 
the prospect of compromise. Republican 
splinters claim that the 1RA has sold out. 
Occasional bombings by republican 
paramilitaries, like that on January 24th at 
a night-club in County Fermanagh, causing 
financial loss and panic, remind the 1RA's 
érassroots of the satisfying mindlessness of 
traditional methods. 

Loyalist paramilitaries pose a still big- 





der risk. The 1RA has largely survived by pos- 
ing as a protector of nationalists. Further 
random killings of Catholics would dam- 
age this claim, and might end the IRA's 
chance of delivering its constituency's en- 
dorsement for a settlement. More minor at- 
tacks continue on a daily basis: petrol 
bombs thrown into homes, threats to taxi- 
drivers, shots fired through windows, most 
against Catholic targets. Tensions have also 
been increased by recent threats from loyal- 
ists to a number of community workers in 
rural districts who organise projects across 
sectarian boundaries. These came from the 
Loyalist Volunteer Force, which was set up 
to oppose the UDA/UVF ceasefire, and is re- 
sponsible for most recent deaths of Catho- 
lics. Police and some other loyalists now 
fear that large elements of the UDA may be 
about to merge with the newer group. 

One might hope that all this would spur 
the talks forward. But Mr Blair and Bertie 
Ahern, his Irish counterpart, are still run- 
ning into the basic conundrum involved in 
producing a settlement. Anything that is 
welcomed by one side is automatically sus- 
pect to the other. 

At the moment the various parties are 
squabbling over what is, or should be, the 
basis for talks. Two weeks ago, it was the 
unionists and loyalists who were hailing 
an Anglo-Irish document, which they felt 
diluted previous proposals on north-south 
bodies, linking the Republic of Ireland and 
the North. In London, the balance of emo- 
tions swung again. The two governments 
reiterated their backing for the framework 
document of 1995, which the unionists ab- 
hor. As a result, it was their turn to take um- 
brage. David Trimble, the leader of the Ul- 
ster Unionists, still refuses to talk directly to 
Sinn Fein—despite the urgings of the Brit- 
ish, the Irish and even some loyalists. 

By no means, however, have national- 
ists got everything they want—or even most 
of it. A briefing to journalists by the main 
nationalist party, the spLP, before publica- 
tion of the latest Anglo-Irish musings sug- 
gested that they would incorporate a meaty 
paragraph from the framework, endowing 
cross-border bodies with "executive, har- 
monising and consultative functions." The 
unionists great bugbear is the idea of a 
body with an Irish element having "execu- 
tive powers". No such paragraph appeared. 

The reopening of the issue of Bloody 
Sunday has been welcomed by national- 
ists. In the long term, it is an issue that has 
to be dealt with. In the short term, it adds 
another volatile element to a dangerously 
unstable mix. 
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SS seismic is happening in 
the world of British newspapers. The 
Page Three Girl, topless totem of the Sun, is 
disappearing. Her breasts have decreased 


in size since the newspaper, urged on by a 


poll of its readers, decreed a “silicone-free 
policy”, and recently she has often failed to 
appear altogether. 





The British newspaper market is unlike 


any other. Most of the rich world’s newspa- 
^ per markets are basically regional, domi- 
^. nated by one or two players. Britain has ten 
~~ national daily newspapers, and the result is 
. fierce competition. The British newspaper 
A business is therefore full of sensationalism 
and gimmicks (like the Page Three Girl); but 
it is also one in which editors need fine in- 
stincts for how the market is developing. 
_ The fortunes of the papers are, therefore, a 
. useful barometer of social change. 

^ The Sun’s brash belligerence captured 
..the spirit of. working-class Conservatism 
. during the Thatcher years; and the Page 
Three Girl, with her painfully punning cap- 
tion, was a symbol of the crude, macho hu- 
mour that stamped all over the sensibilities 
of Britain's liberal intelligentsia. But now, 
although still the best-selling daily, the Sun 
seems to be in decline, as are all the other 
. "red-tops"—the populist tabloids, called 
- thus because their titles (yes, like The Econ- 
omist's) are displayed in a red box. | 

The newspaper market as a whole is 
. shrinking slowly, but that alone does not 
explain the troubles of the red-tops. Four 
out of five of the "quality" broadsheets, 
. which used to regard the red-tops with a 
mixture of fear and contempt, are increas- 
ing their circulation; but the most remark- 


© * symbolic barrier: it will overtake the Mir- 
ror, which once sold over 5m copiesand for 

three decades after 1945 was the newspaper 
_ of the British working classes. 


‘a bell-curve,” argues Andrew Neil, a former 
editor of the hugely successful mid-market 
-Sunday Times, “and the newspapers, like 
` everything else, are moving towards the 
middle.” So the social divisions which were 
. once reflected in, and reinforced by, the 
-populist Mirror or Sun on the one hand 
. and the elitist Times or Daily Telegraph on 
- the other are disappearing; and as social di- 
visions blur, so do the natural boundaries 
between the papers’ markets. - 
Better education is central to this pro- 
cess. “The number of people going to uni- 
versity each year has doubled since 1980,” 
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able performance is that of the mid-market æ 
Daily Mail. Within months it will breacha  [@ 


What is going on? “Society has become 


` “No one,” said H.L. Mencken, “hase ever Jost money by underestimating the 
intelligence of the great masses of the plain people.” Mencken was wrong 


points out Kelvin Mackenzie, editor of the 
Sun in the 1980s, who earlier this month 
was put in as managing director at Mirror 


Group Newspapers to try to revive its for- 


tunes. "That's something the Mirror is go- 
ing to have to confront" Educated people 
want. more than the naughty-vicar and 


bonking-baronet stories that are the staple 


of the red- -tops; and education leads to so- 


-cial aspiration, which takes people away 


from self- -consciously working-class papers. 
At the same time, the gender balance of 
the newspaper market has been changing, 
as more women go to work and buy a news- 
paper on the way. The Daily Mail spotted 


the potential of that market 20 years ago. 


Sir David English, the editor who built the 


 paper's success, says the policy was thought 


out in such detail that they had a list of 


words, like "child", “bride” and “school”, 


to include in headlines. The results are visi- 
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menon i ifiet train, orin the tube; can. be: seen 
reading a wide range of newspapers. 
women typically read either a novel or the 
Daily Mail. 

There are some small signs that the red 
tops are beginning to adjust to these 
changes—among them the Sun's new mod- 
esty. Mr Mackenzie evidently sees the need 
for change. The man whose six-inch head- 
lines in the Sun in the 1980s screamed at a 
cringing establishment has reduced the 
size of the headlines on the Mirror since he 
took over, producing a more restrained, 
thoughtful-looking paper. 

But it is the broadsheets that have re- 
sponded most to the growth of the mid- 
market. The Times went first, but they have 
now all invested heavily in the things that 
draw in middle-brow readers—sports cov- 
erage and features. These days, most stories 
in the Times or the Daily Telegraph would 
be at home in the Daily Mail. 

Price is also vital. Rupert Murdoch's 
Times started a war five years ago, slashing 
its price and massively increasing its cir- 
culation. It is still priced at a level which 
competitors insist cannot make money. Ac- 
cording to the Office of Fair Trading, which 
has investigated the matter twice, this is not 
illegal. Mr Murdoch shows no sign of let- 
ting up: in November last year he said, 

“No one else wants to call a 
truce, they insult me every 
- day, so they can go to hell.” 
The Daily Telegraph's 
response, last year, was a 
subscription scheme of 
. doubtful benefit: while it 
increased the newspapers 
circulation slightly, it just 
about wiped out the 
group’s Prof The Guardian has man- 
aged to forge a loyal readership that likes its 





combination of leftish politics and lad- 


dishness. The Independent, which was 
launched in 1986asa high-minded alterna- 
tive to the other broadsheets and briefly 
outsold the Times in 1992, is now being 
crushed. It is trying, and failing, to fight for 
a share of the mid-market against richer 
competitors. Its current editor, Andrew 


Marr, is likely to be replaced at any mo- 


ment; and his successor will continue to 


lose out in this fight. 


Interestingly, one newspaper which has 


maintained its market share as well as its 


already high price is the Financial Times, 
which owns half of The Economist. Aside 
froma few concessions tó consumerism on 
à Saturday, the Financial Times shows no 


 .Sign of joining the rush to the mid-market. 
Which perhaps suggests that it is not just: 
the tabloids that have got it wrong: the 





broadsheets have rightly identified where 


the mass market is, but wrongly believe that. 
that is the only. placeto to make emong. | 
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p position dut. appears to 
[ lemn divorce or lone parent- 
Ro augue risks the 





ol ‘part ty », the c conservative i instinct 
1 family life clashes with the liberal 
ition that personal choices 
10uld not concern the state... 

This political confusion reflects 
fact that many voters now live in 
traditional. families. “In one 
neration,” as a recent report on 
milies from the Office of National 
- Statistics puts it, "the numbers mar- 
- rying have halved while the num- 
-: bers divorcing have trebled and the propor- 
- tion of children born outside marriage has 








quadrupled.” Views have changed too: the - 
British Social Attitudes Survey reported in . 


1994 that 53% of people agreed with the 
statement that "divorce is usually the best 
. Solution when a couple can't seem to work 
out their marriage problems." More than 
 onethird thought that one parent could 
< bring up a child as well as two parents to- 
gether. With voters so divided, no wonder 
-. politicians dither. 

. . Yet family breakdown is clearly not a 
: purely private affair. It affects government 
policy: on housing, pensions, tax policy 
d above all welfare, on which about 80% 
one parents rely. So the goal of support- 








re i by Jack Straw, the home sec- 


Y ilies ines: to > become. intertwined 


with that of cutting the cost of the welfare 
state, especially in the case of mothers who 
have never married. They are the fastest- 
growing group of lone parents, and are the 


_ youngest and poorest. 


Thanks, perhaps, to the economic re- 
covery, the number of lone parents claim- 


ing welfare has begun to fall. But family col-. 
lapse may impose other, more enduring 
costs: there is some evidence that children 


whose parents split up can suffer lasting 


— consequences, both economic and emo- 
tional. For example, last October Kathleen `- 
- Kiernan, of the London School of Econom- .. 
7 oun published a study showing that chil- - 





































_dren whose parents divorce do worse as 


adults in terms of educational attainment, 
earning power and the ability to form sta- 
ble relationships. Some of these effects 
seem to be the result of poverty rather than 


divorce itself. But children of divorced par- 


ents tend to co-habit, marry and have their 
own children earlier than their peers. That 
in turn increases the risk of another genera- 
tion of broken homes. 


Any answers? 

It is one thing to highlight the conse- 
quences of family breakdown; quite an- 
other for politicians to reverse the process. 
Many countries have seen rising divorce 


and more births outside marriage. That 
l suggests the trends are driven mainly by 






-ceptive pill, and the increased participe 
‘tion of women in the labour force. 





gone further than elsewhere. Britain’ 


‘one approach might be to pinpoint the — 


deep-seated forces, such as the changi "m s 
cial attitudes that accompanied the contre 


-— Butin Britain. some of these tond; hav 


- vorce rate is towards the top er 
Europe's league—on 1995 t 
--. 45, of marriages will end in div 
9 compared with an average of 30 
-the European Union (and of 559 
America). Britain also has Weste | 
. . Europe's highest rate of teenag 
; births. A reasonable goal might be t 
bring British rates of lone paren 
hood into the middle of the ORE 
pean range. | ; 
The government's. main exper 
ment so far, cutting welfare benefits 
for lone parents, may cause mor 
couples to stay together: Robe 
Walker, of Loughborough Unive 
sity, studied a group of lone mothei 
and concluded that welfare bene 
had made it easier for them to decid 
to leave their partners. But the p 
cipitating factor, “amazingly ofte 
was violence and abuse. That und 
lines the point that changing the 
fare systern in an effort to discour 
lone. parenthood may have othe 
less desirable, effects. - 
In the case of teenage mothers 


girls most at risk and intervene early. Ms. 
Kiernan's research suggests that girls who 


meet five criteria, including doing progres- .. 


sively worse at school and being the chi- 
dren of a single mother, have a 60% chance . 
of becoming single mothers themselves. ; 
Probably the most government can do. 
is to publicise the potential harm done by 


family breakdown to children; to avoid... 


welfare policies that support lone parents 
more than couples; and to create financial 
incentives for lone mothers to stay in touc 
with the fathers of their children. Ht 1s. 
respect for personal freedom but 
powerlessness which prevents, 
from bundne g the family. 







































































































pones sex, lies and audiotapes: to a British observer, the ex- 
traordinary revelation in the coverage of the Bill Clinton af- 
fair was the report that the White House employed 250 interns. 
With so many competitors for the president's ear, no wonder 
some of them are alleged to focus on other parts of his anatomy. 

Number 10 Downing Street has interns too. There are three 
ofthem, the first ever to work there; they were hired after Hillary 
Clinton persuaded the Blairs of the glories of the White House 





pointed out the great virtue of interns—they can do all the little 
jobs that busy people just don't have time for. 

The difference of scale is not confined to interns. It api 
right across the offices of the two heads of government Mr Clin- 
ton has a whole department p PNE T 
aes speech-writers. In Number 10, x 
— | AlastairC: impbell, Mr Blair's press 

Pies secretary, is often seen: buffing up © 
| his own drafts with one hand . | 
à while taking calls from journalists l 
= with the other. k j 
| - You have to gobacktopreTn- | B 

- man days to find a time when the ` 
American president was served by 
as small a team as the 30 or so ad- | 

| visers who serve Mr Blair today. — 
| Mr Clinton’ s advance guard on à 
. recent visit to Britain was as big as 

Mr Blairs entire executive. staff. 
. MrsClinton's team alone outnum- 
c] bers Mr Blairs policy unit, while 

| Cherie Blair gets by with two aides 
ona job-share. 
. [t is not only the staff of | 
Downing Street that is small The | 
building is so confined that meet- 
ings tour it looking for somewhere - 
to take place. “Shall we camp out 
in the Small Dining Room?" “Any 
receptions in the White Drawing 
Room at the moment?” In the 
dinky front hall, foreign ministers 
| and ambassadors fall over the 

|. Blair boys. The news that a mere 
£100,000 ($165,000) was spent on 
modernising Downing Street to accommodate the Blair family 
after the election was. promoted by the Tories this week as a scan- 
dalous extravagance. doe 

There is no equivalent of the Oval Office. John. Major often 
chose to work from the cabinet room. Mr Blair himself works 
from a sofa in a cosy study next door, which would be rejected as 
| 00 small by the personal assistant to any corporate big hitter, let 
..| alone by the boss himself. The prime minister's office is by some 
|. way smaller than the office occupied by the man who advises Mr 

; (B Blair on church appointments—a man, HI UN who has no 

-need to bein Number 10atall but who has, like his predecessors, 

'esistec i gestions that he move. 

: rything, the domestic power of the White 

| ild far outstrip Number 10’s, Yet there is a surprising 
paradox he ‘or in reality Mr Blair is far more powerful within 

Britain than MrClinton is within America, and this was so even 

before the president's present problems, _ 

Mr Blair can appoint whom he wants to the cabinet, without 
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interns programme on a recent visit. Perhaps the First Lady 











any need for painful confirmation hearings. Legislation which 
the prime minister wants goes through. Cabinet usually does 
what he tells it to do. There is no written constitution to hamper 
him, nor political judges to overrule him. Between the powerofa 
national leader under a constitution which separates power, 


 andthe power ofa national leader under a system which unifies 


power through party government, there is no contest. 

- The president, then, is condemned to be the driver of a high- 
powered machine, whose full performance he can never test. 
The prime minister's problem is the reverse. The Number 10 ma- 
chine is under-powered relative to his opportunities: perfectly 

formed maybe, but just too small. 
| Mr Blair has taken some steps to remedy the deficiency. This 
VNPT - month, he announced a new stra- 
. tegic communications unit in 
. Number 10, headed by Alun Ev- 
| ans, a high-flying civil servant. It 
.. includes two prominent Labour- 
Supporting journalists, Philip 
|. Bassett and David Bradshaw. Min- 
-isters are not bound to take their 
advice on presentation of policy, 
|. but they are tripping over them- 
selves to use the unit's services. 
. Also this month, Sir Richard 
Wilson succeeded Sir Robin Butler 
as cabinet secretary and head of 
the civil service—Britain's top 
| mandarin. Unlike his predecessor, 
Sir Richard is by temperament a 
driver and a centraliser. Though he 
is playing his cards close to his 
Chest, his fans think he may be a 
radical who reshapes Whitehall to 
serve prime-ministerial power. 
Finally there is the role of Lord 
Irvine, the Lord Chancellor. He has 
been put on key cabinet commit- 
tees by Mr Blair to act as his en- 
forcer against ministers who lack 
the required clarity of purpose. 
There is a chance that Mr Blair 
will go further and create a fully- 
fledged prime ministers depart- 
ment. This was a notion floated by Peter Mandelson, Mr Blair’s 
trusted ministerial adviser, in “The Blair Revolution”, the pre- 
election book he co-wrote with Roger Liddle. When he won the 
general election, Mr Blair thought about this, but decided to wait 
and see fora year. — 

Work is now in hand on a “Better Government” white paper. 
Proposals have just been floated by David Clark, the minister in 
charge of it, that he be given a new role, chairing a committee to 
check that other ministers are getting on with their jobs. This is 
folie de grandeur on Mr Clark’s part. But when Mr Blair gets his 
hands on the white paper, it would not be surprising ifhe uses it 
as a vehicle for reforms designed to beef up the government's. 
central machinery. Whatever emerges will probably not be 
called a prime ministers department, a term which sounds too 
authoritarian for British tastes. But never mind the name, the 
game is the same. Under Mr Blair it seems likely at last that Brit- - 
ain's prime minister, like America's Pia will get the cone. | 
port he needs to do his job. . | 
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A CALLE TO ALL STAKEHOLDERS 
IN.INFRASTRUCTURE 


You are invited to. an extraordinary meeting : 
Infrastructure Investment Forum South East Asia - 


Economic turmoil in Asian markets inrecent:months has resulted iy the néed for significant 
shifts in economic policy. Important questions need.to be answered : 


What are the governmients’ new economic strategies in South East Asia 'and whaf impact 
will they have on infrastructure business ? 

Exactly what projects will go ahead and when ? 

What does the future look like and what scenarios should be built into business planning to 
best operate in this new economic environment ? 


The Infrastructure Development Group, part of The Economist Group Asia-Pacific, is pleased to 
announce Infrastructure Investment Forum South East Asia - “Coping With The Currency 
Challenge”, a Forum that will define the new economic reality of Asia and its effect on infrastructure 
investment; and provide solutions to business and governments. 


Join the governments of Indonesia, Malaysia, The Philippines and Thailand at this important meeting 
in Jakarta on 17-18 February, 1998. 


Sponsored by: Asian Infrastructure Fund Advisers Limited 
The British Aerospace Sector 
John Laing Investment (Hong Kong) Limited 


Mark your diary, and contact us for more information. Call: 


=o! 


Infrastructure Development Group 


Ms Thana, Events Manager ~~~ 
The Infrastructure Development Group. 
30 Raffles Place, #13-01 Caltex Housé, Singapore 048622 
Tel (65) 533-8887. Fax (65) 534-3363 
Email:kthanalachimy@eiu.com — 


Part of The Economist Group Asia-Pacific: r 
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dows operating system 
ntire 1 nge of modern comput- 
owerful servers to set-top boxes. 
ja culture i in which such hack- 
as "aggressive" and "focused" 
something. Yet, as - 

wer grows, so do . 
























: ustáined. ‘Squeezed be- 
market dominance and 
a’s antitrust authorities, is 
ble for Microsoft's corpo- 
ture to remain as uncom- 
ingasitistoday? 

st week there were the first 










oft agreed to be bound by — | 
rulesontherelationship Ẹ 







d the Windows operating 
admittedly with all the 
siasm of a claustrophobe 
gthe cubicle door. Having 
escaped being found in con- M 
ot of court, the firm's execu-  BN\ 
shavealsobeentryingtopro- — |J 
kinder, gentler Microsoft. — [B4 
ey have apologised for seem- A 
go “disrespectful belligerent 
and difficult” towards the federal 
judge hearing the antitrust case, 
and have suggested that in future 
the company may need to show 
Breater "sensitivity". | 








Bestand brightest 

Industry insiders, however, believe that this 
is merely a change in tactics, not a change of 
heart. The idea that Microsoft might curb 


its. ultra-competitiveness, or the snarling 


aggression with which it meets any chal- 
lenge to its Windows monopoly, is re- 
garded as ridiculous by people who know 
Bill Gates. And, for all practical purposes, 
osoft i is Bill Gates. 






doubled in size EU. 
soft has demonstrated - 


: layout-low-rise buildings, 
| with one goal: to | 


that the firm is adapting. 5] o ; 


ense of grievance and insecurity 
‘the air at Microsoft's ‘Redmond ; 


«x impetitors and the Justice Department tooth and 
gy or nature? | 


TAN Despite the relaxed campus 
| plush lawns, 
shaded copses—and strictly casual dress 


code, there is a Moonie-like intensity about 
-the place. Microserfs feel abused and mis- 


understood by the outside world and can- 
notunderstand why their unceasing efforts 
to improve Windows are seen as anti-com- 
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its Web browser soft [^ ^ 





petitive. They just want to be left alone to 
expand the business by producing "great 


_ software” and working with technology 


partners to the betterment of all. 

They are all personable, articulate, giga- 
watt-bright and relentlessly on-message. 
They are driven by the need to sustain a 
share price that trades on a multiple of over 


- 35, nearly twice that of Standard & Poor's 
| 500, and makes Microsoft worth more than 
_ the big three American car-makers put. to- 
: gether. Unlike most large firms, Microsoft. 
_ has spread its share options widely among 


Microsoft’s franchise is never secure. There 


tous intellectual machine. In most co 
nies, the strategy is devised at the top an 
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ment in its case against Microsoft are. 


ternative platform to Wind 





its staff (3896 of the company. 
"insiders") and therefore. pro 
more millionaires working fe ice i 
other firm on earth. | 
" And there is fear, too. The: nature of its 
technology-driven | business means th: 






















may atany time be lurking out there some 
new company with an idea cool enough, in 
the phrase much used dby. Microserfs, “to eat 3 
out lunch” ae 

" Metictilous recruitment and the ability 
to attract some of the smartest people on 
the planet help make Microsoft a mar 













loses coherence as it passes down each 
of management. At. Microsoft, str 
starts with Mr Gates, but loses nothi 
— - istaken up by the people whoi 
- different parts of the busines: 
. anything, it is burnished unti 
listens, harder and more per r 
than ever. 5 
As a result, no company pa a 
stronger sense of where it is going 
and how it intends to get ther 
That destination is “Window: 
Everywhere”. At one end of th 
scale, Windows NT, with 50% 
the $12 billion workstation ma 
ket already, is on course for fu 
. ther conquest if NT 5.0—due 
-released later this year-—pro 
. stable platform for big: corpor 

: networks, At the other, Win: 
.. CE~a sort of "Windows lite 
^ been developed as a platfoi 
-. Support a range of cheaper 
‘sumer devices from. televi 
_ set-top boxes to palmtop comput- 
ers and smart phones. Extending 
the Windows franchise beyond 
the PC market is essential if | 
Microsoft is to sustain its blisters 
-; ingrateofgrowth. But the precon- 
— dition for Windows Everywhere. ^ 
"is that Microsofts stronghold on 

the PC desktop should be abso- 
lutely secure. 2 
That is why Netscape seemed sucha =: 
threat. Microsoft did undoubtedly believe 
that the firm was out to marginalise Win- 
dows with its Navigator browser. Among 
the exhibits gathered by the Justice Depart 
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number of internal memos and presenta 
tions dating from 1995-96. One states t 
equivocally: “This is not about brow 
Our competitors are trying to ma 


smart, aggressive and have a big 





















































ith Other documents ‘rake the same : 

point with even greater  urgency:. 

"Netscape/Java is using the browser to cre- 

© ate a virtual operating system. Windows - 
. will become devalued, eventually replace- 

able." "This is make-or-break time: the next 

six months are critical." 

Sworn statements from computer man- 
ufacturers, extracted by the Justice Depart- 
ment, show exactly how Microsoft ruth- 
lessly used its control over what appears on 
the PC desktop as the means to displace 
Netscape's Navigator with its own Internet 
Explorer browser. Although “end-users” 
—. were free to adapt their desktops, the com- 
^. puter manufacturers had to ensure, as a 
- condition of their Windows eene. that 


"HE world's biggest PC maker, Com paq, 
. has just climbed into another league. 
e On January 26th, in the computer indus- 
try’s largest-ever deal, the Texan firm an- 
-nounced that it is buying the ailing Digital 
ji Equipment Corporation (DEC) for $9.6 
t billion. 
Although Compaq has moved pur- 
| posefully in recent years from its pc base 
i camp into the market for servers—the pow- 
| erful computers that sit at the hub of corpo- 
rate networks—DEC both fills gaps in its 


combined revenues of nearly $38 billion, 


as the world's number two computer com- 
pany, Hewlett-Packard (and some way 


last year). 


siderable strengths. : 
worldwide services and direct-sales opera- 
tion, which accounts for much of the com- 
pany's $13 billion revenues and most of its 
| §4,000-strong workforce, | 
| Compaq with an entry ticket into the 


the biggest rr projects. 

Compaq most wanted DEC's service 
| organisation and its customer relation- 
1 ships, some of which have been cultivated 
‘since the days when vacuum tubes were 
till warm. But DECS high-end work- 
tations and the servers that use its blaz- 
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| new markets for Com 

.| ersalsoconveniently 

i | its Windows NT serv 
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dthe heavy-duty 
x “fault-tolerant” Bi | 











product range and gives it a ready-made. 
the deal puts Compaq in the same league 


short of the $76 billion racked up by 1 IBM 


DEC may have fallen on hard times, 
but it is a computer firm that still has con- 
Tts well-regarded 


provides | 


boardrooms of large companies and turns 
it into the kind of “total solutions pro- 
vider" that can be relied upon to manage © 


| ingly fa | bit microprocessor and . 
| runon theUnix operat ing system open up - 
DEC's comput- 

re space between - 


servers "that * 


first ti he desktop had every icon on it 


-that Microsoft decreed. Faced with the 
o threat—explicit in the case of Compaq— 


that they would lose their Windows licence 
and thus their business if they removed the 
Internet Explorer icon, PC makers all 


meekly fell into line. 


Whether Microsoft stopped to wonder 
whether its actions in meeting the Netscape 


threat were legal is not known. But 


Microsoft's strategy and culture propelled 
the company to deploy every means at its 


. disposal to resist the threat. That is why the 
fight will continue and why Microsoft is 
„prepared to risk so much. In this sense, the 


company's recent conciliatory gestures are 
dioe idet a EIER ofthe decks before 


Compaq goes after Big Blue 


Compaq acquired when it bought Tan- 
dem last year. | 
Successful mergers in the computer in- 
dustry are thin on the ground. Compaq's 
takeover of DEC will work only if its hard- 
driving chief executive, Eckhard Pfeiffer, 
can meld his company’s lean marketing- 
driven culture to DEc’s much softer tradi- 
tion of patiently developing new technol- 
ogy with customers. It will help that 
Compaq cannot be accused of. over-pay- 


Market capitalisation 
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Microsoft loses the right to define what. 
Windows is by adding new capabilities, it. 
believes its business will be hobbled. What - 
is more, the company fears that the narrow 
case of linking the browser to Windows is 
only the first round: if the government 
wins, it will push ahead with a far more 
comprehensive antitrust investigation. 

Was Windows really in such peril? 
Netscape might have believed its own pub- 
licity, but would a less edgy company than 
Microsoft not have been more confident of 
its own deep strengths? It is also at least 
possible that Netscape, financially much. 
weaker than Microsoft, could have been 
seen off simply by the distribution of a de- 
cent free browser. 





ing: with DEC's $2 billion in cash, another 
$1 billion after further asset sales and a $3 
billion tax loss to carry forward, the deal 
will immediately be good for shareholders. 
The main tasks for the German-born Mr. 
Pfeiffer will be to inspire a DEC workforce. 
that has already been shaken around by 
years of restructuring and to maintain the 
support of Compaq 's old distributors, who 
fear being marginalised by DEC's direct 
sales team. 

Compaq’s rivals now fall into two cate- 
gories: those it is leaving behind and those 
whose corporate markets it threatens. In. 
the second category, both Hewlett-Packard 
and Big Blue can now feel Compaq's 
breath on their collars. Although it has yet 
to prove it can offer the one-stop shop for 
technology and services that the aristocrats 
of the computing business have made 
their own, Compaq could not have sig- 
nalled its intentions more clearly. | 

IBM will remain a much bigger and 
more diverse company than Compaq for 
some time to come, but Hewlett-Packard 
will have to add a new nimbleness to its 
traditional strengths to keep the new ar- 
rival ata distance. Compaq's move into the 
upper end of the market isalso likely to put 
further pressure on Sun Microsystems, 
whose commitment to Unix in the face of 
the seemingly p march of NT 
looks braver by the day. - 

For fellow Pc-makers Dell and Gate- 
way 2000, the Compaq/DEC merger poses 
even more problems. Both are still enjoy- 
ing the kind of growth that companies in 
other sectors only dream about. But pcs are 
inescapably becoming a commodity busi- 
ness. Unless Dell and its peers can emulate. 
Compaq's moveupthe food-chain into the 
business of providing computer services, 
they may find themselves flogging. tow- 
margin boxes to a saturated market. For 
Dell, whose revolutionary built-to-order 


| "manufacturing and distribution process 
ompag. has: copied, theres is the added 
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Scaling Mt Blue 


ry that its partner for consulting and 
customer maintenance is DEC. If Dell 
wants to compete on services it is going 
to have to move smartly. A bid for Unisys 
would surprise nobody. 

"Compaq's partners also need to think 
carefully about how to handle the new 
Goliath. Unquestionably, Compaq's tri- 
umph is also a triumph for the Wintel 


standard which it has always supported. | 


But while Compaq almost certainly — 
needs Microsoft's operating systems and - 
Intel’s chips more than they need it, the 
relationship is rather less unequal than | 
before. Intel already treats Compaq with _ 
respect, while Microsoft now di to 
regret sending Compaq bullying letters 
at the height of the browser war. Mr 
Pfeiffer is not flashy, but he has the qual- — 
of relentlessness that is people's 
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on to ) prevent any one e software com- 
: pany becoming dominant. 
Small companies that have a technol- 


ogy which could be subsumed into Win- 


dows are also wary. One Silicon-Valley ven- 
ture capitalist who is close to Microsoft 
says: “I don't send my companies to Red- 
mond unless I have to. Too often they just 


r get the ideas sucked out of them without 
IS M getting anything in return." The San Fran- 
'- cisco-based Business Marketing Group ex- 


ists purely to guide small companies 
through their dealings with Microsoft. 
This is Microsoft's contradiction. The 


| E is under pressure to fight on. It is pro- 
 pelled by the need to grow, by its culture— 


even by Mr Gates's belief that he is right in 


|. principle as an entrepreneur to resist the 


bureaucrats' attempts to stifle him. But as 
Microsoft grows, its dominance unites 


competitors against it, makes potential 
partners think twice and even worries al- 


lies. And, inevitably, it draws the unwel- 
come eye of the antitrust authorities. 

Yet if Microsoft were to adapt its culture 
toits market dominance, what then? Firms 
such as AT&T and 18M knew how to com- 
promise with the Justice Department. But 
could Microsoft do so? Could it settle for a 
slower rate of growth and look benignly on 
the efforts of its competitors? You can imag- 
ine a company that might. But that com- 
pany would not be Microsoft. 





Airlines 
Flying in 
formation 


NEW YORK 


"HE new deal between Continental Air- 
A lines and Northwest Airlines shows 
that the airline industry has a wing in two 
worlds. On the one hand, the alliance, un- 
der which Northwest will buy a controlling 
1496 share in Continental and the two carri- 
ers will co-ordinate their schedules, net- 
works, ticketing, frequent-flyer pro- 
grammes and so on, is a sign of how the 
industry is becoming a more global, busi- 
nesslike affair. Yet the terms of the deal also 
show how antiquated and insiderish the 
airline business remains even in America, 
supposedly its most competitive market. 
Until the last minute, 
most people had been betting 
that Continental, America's 
fifth-biggest carrier, was about 
to be taken over by Delta Air 
Lines, the third-biggest. Nego- 
tiations had apparently 
reached the stage where the 
two were haggling over things 
such as the name of the Conti- 
nental Airlines Árena in New 


| jersey and noon many ‘staff te 


powerless shares had dropped back to $4! 


that, without Air Partners, which is led 












the latter point that killed th 
nental balked at the idea of for ng 
toriously bolshy pilots to accept ai 
ment which put them at a disad: 
compared with those of Delta. The 
with Northwest, which still leaves C 
nental as a separate company, means not 
having to battle with the unions. DE 

This sensitivity to worker interests cer- < 
tainly seems to have surprised Leo Mullin, — 
Deltas new chief, a former investment 
banker who is still getting used to the air- 
line industry. Another oddity that Mr 
Mullin seems to have found difficult is 
Continental's two-tier share structure: the 
14% stake that Northwest is buying froman 
investment group called Air Partners. for. 
$519m (or around $61 a share) comes with: 
51% of the voting rights. The Delta offer wa 
worth about $5 a share less, but was av: 
able to all shareholders. Within two days 
the deal, the price of Continental’s norm 



























Yet these disenfranchised investors cat 
take comfort from three things. The first i 


one of Continental’s directors, Davi 
Bonderman, the airline might not exist a 
all. Mr Bonderman's group bought the air 
line out of bankruptcy in 1993 for around: 
$66m--and, despite a few mishaps (notably 
its almost suicidal attempt to create Conti-. 
nental Lite, a no-frills carrier), it has done a_ 
decent job of turning the airline around. 
Second, Northwest has agreed not to use its. 
voting stake to interfere in the manage 
ment of Continental for six years; it has re 
served only the right to block mergers. — 

The final reason for optimism is th 
the alliance with Northwest looks prom 
ing. Northwest and Continental share only 
a handful of routes. Northwest has longen- 
joyed a fine network in Asia (it has had. 
mini-hub in Tokyo ever since the 195 
and has more recently grown strong in Eu 
rope, through its alliance with KLM Roya 
Dutch Airlines. The KLM tie-up is regarde: 
as something ofa model on the operational 
side, although the two partners have 


feuded over corporate governance issues. _ 

(KLM used to own 19% of Northwest) Forits 

part, Continental has a useful alliance with ^ 

Alitalia and a looser one with Air France. =: 
Since politics makes cross-border take- ` 

overs all but impossible, alliances are seen 

as the only viable way for airlines to "go. 
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global”. The new alliance opens intriguing 
ways for its partners to get round the prob- 
lem of the limited number of airport slots: 
for instance, Alitalia can now “feed” Italian 
passengers into both KLM’s network and 
Northwest's American hubs. Continental 
also gives Northwest an entrée into the fast- 
growing Latin American market. And the 
alliance, which is the world’s third biggest, 
increases pressure on American Airlines 
and British Airways to cement their union, 
which still faces regulatory obstacles. 

The new tie-up could provoke other 
deals in America’s domestic market. Sev- 
eral mid-sized regional airlines, including 
Alaska Air and America West, could be tar- 
gets for any of the big three—United, Ameri- 
can and Delta. Most of the speculation, 
however, is focused on us Airways, which 
has a strong East-Coast network and is fi- 
nally tackling its bloated payroll. us Air- 
ways, currently the sixth-biggest carrier, 
would make a good fit for either American 
or United. 

In the light of the Continental-North- 
west link-up, some of these upcoming deals 
might end up as partnerships rather than 
takeovers. The chief reason remains fear of 
the unions: even America’s most powerful 
airlines would find it difficult to survive a 
short strike. In the current booming mar- 
ket, procrastination is painless. But once 
the industry moves into its next downturn, 
the airline bosses may rue their current 
cowardice. Mr Bonderman, whose timing 
so far has been impeccable, is probably get- 
ting out at the top. 





Channel tunnel link 


Derailed 


UST when it seemed safe to put your 

money in the Channel Tunnel, another 

financial disaster has struck. As it was 
about to start laying the track, London & 
Continental Railways (LCR), the consor- 
tium awarded the contract to build and op- 
erate the high-speed railway between Lon- 
don and the Channel Tunnel, told the 
government that it is in trouble. It says it 
cannot raise the £1 billion ($1.64 billion) in 
equity and £4 billion in loans it needs to 
complete the line. The cost was estimated at 
around £3 billion a few years ago, but now 
LCR says it needs £5.4 billion. 

The problem, according to the com- 
pany, is that passenger numbers on the 
Eurostar trains which run between London 
and Paris and Brussels are falling well short 
of its forecasts. There are currently only 6m 
passengers a year, whereas four years ago 
the figure was projected to be around 12m 
by now. But, as every transport analyst in 
London and Paris knows, a high-speed rail 
link between London and the south coast 


72 


Take the slow train 


was never going to be a viable business 
proposition: there are too many expensive 
houses and beauty spots to be bought or 
avoided. LCR's forecasts were dictated less 
by realistic expectations than by the need to 
clinch the deal. It won by asking for a small- 
er subsidy than its competitors sought, 
knowing that it could always ask for more 
once the project was under way. 

Now the deputy prime minister and 
transport minister, John Prescott, has 
called the consortium’s bluff. It wanted the 
government to cough up another £1.2 bil- 
lion on top of the £1.8 billion already prom- 
ised, once the line was two-thirds com- 
pleted. This would have taken to £3 billion 
the cash subsidy to the line, on top of the 
dowry presented in the form of Britain’s 
share in the Eurostar train business. Mr 
Prescott angrily rejected the request for cash 
and gave LCR 30 days to come up with a 
more acceptable plan. Meanwhile, he said 
he was making preparations for an orderly 
transfer of the project into state hands. 

That will now almost certainly happen; 
but the line may not spend long in public 





ownership. Railtrack, the privatised com- 
pany that owns every other line in Britain, 
will probably be urged to rescue the Chan- 
nel link. Given its monopoly income from 
the train operating companies, its strong 
balance sheet and its ability to spin endless 
property development out of its stations, 
Railtrack is probably robust enough to 
shoulder the project. 

If Railtrack ends up taking on the pro- 
ject, it is likely to ask for a looser regulatory 
rein. That might seem politically difficult 
for the government, given the poor perfor- 
mance of Britain’s privatised railways, but 
it would be more palatable to Britain’s fis- 
cally prudent finance minister, Gordon 
Brown, than adding another £5 billion to 
public spending. 

Others suspect that the government will 
simply park the project in some obscure 
ministerial committee—as it has done with 
other ambitious rail projects in London— 
and sit on its hands. Meanwhile the high- 
speed trains from France and Belgium will 
continue to slam on their brakes as they 
emerge from the English end of the tunnel. 





Surviving Indonesia's woes 


The year of living ludicrously 


JAKARTA 


Once Asian firms such as Bakrie, one of Indonesia's largest conglomerates, 
thought they were unstoppable. Now they are struggling to survive 


ESIDE his desk Nalin Rathod, the boss 

of Bakrie & Brothers, one of Indone- 
sia’s biggest conglomerates, keeps two 
Bloomberg terminals, constant windows 
on the country’s heart-stopping economic 
collapse. But these days he hardly gives 
them a second glance. "What's the rupiah 


at?” he asks from a couch across the room. A 
small fraction of its value of just a few 
months ago, he is told. He laughs and 
waves his hand, dismissively. At levels of 
10,000-15,000 rupiahs to the dollar, Indo- 
nesia's economy, and the companies in it, 
have entered the twilight zone. The normal 
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ules no longer apply. 

Bakrie has about $1 billion in foreign 
hort- and long-term debt. As Indonesia’s 
risis deepened last year its creditors put on 
he heat, pressuring Mr Rathod to keep up 
xayments. "Up to 4,000, 4,500 | was very 
rim,” worrying about how to satisfy the 
anks, he says. “But at 6,000 I was relaxing. 
'm clearly helpless.” Bakrie hung on longer 
han most—it continued servicing its debt 
intil the end of December. But now it, like 
irtually all other big Indonesian firms, has 
imply stopped paying. On January 27th 
he government made it official, declaring 
vhat amounts to a moratorium on all In- 
lonesian corporate debt. It is a reflection of 
iow bad things are in the troubled nation 
hat the markets shrugged off such an 
stonishing admission of failure: it had al- 
eady been assumed. 

Mr Rathod is right to look past his 
sloomberg terminals. Their screens display 
in extraordinary picture, with virtually all 
ompanies technically bankrupt and mar- 
ets in meltdown. But outside, in the real 
vorld, life and business somehow con- 
inue, albeit in muted fashion. Shoppers 
till shop, factory workers still work, even 
yuilders still labour on the skeletons of sky- 
crapers that may never be completed. 
'artly this is because the bad news has not 
et got around. Many Indonesian firms, 
vhich closed this week for the Lunar New 
'ear celebrations, will simply not reopen: 
mployers tend to save such announce- 
nents for after the holiday. But plenty of 
ther firms, like Bakrie, will soldier on. 
‘hey will have to cope with a financial cli- 
nate the like of which none of them has 
ver seen before. 

Bakrie’s businesses fall into three 
oughly equal categories. It is a telecom- 
nunications company, whose biggest pro- 
ect is building a network throughout Ja- 
‘arta to offer a wireless telephone service to 
he hundreds of thousands of people who 
ire tired of waiting for a land line from the 
low-moving national telephone com- 
any. The conglomerate also has subsidiar- 
es in the construction and metal indus- 
ries, making everything from oil and gas 
jipes to cement and corrugated iron, along 
vith clay and stone mining and quarrying 
»perations. And finally, it has a big agricul- 
ural business, with rubber and palm plan- 
ations feeding a refining and distribution 
yperation that make it one of Indonesia's 
op palm oil producers and the largest rub- 
er trader in the world. 

These three businesses are affected 
juite differently by economic upheaval. 
'elecoms looks worst-hit. The equipment is 
nostly priced in dollars, but the revenues 
'ome in devalued rupiah. Since it is a regu- 
ated industry, the rates go up only as fast as 
he regulators let them, so Bakrie may not 
wen benefit from the rampant inflation ex- 
pected this year. And the timing could 
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hardly have been worse for the wireless ser- 
vice. Bakrie had just spent a fortune build- 
ing a big web of base stations and their sup- 
porting networks in Jakarta, in the hope of 
being able to grab market share quickly 
once the service was started. But just as it 
was getting over its technical teething trou- 
bles, the economy crashed, and with it 
demand. 

The collapse of Indonesia’s building in- 
dustry has cut the need for cement, bricks, 
marble and corrugated metals. And since 
the turmoil affects the entire region, there is 
little demand elsewhere to compensate. 
But the pipe business, where Bakrie first 
started in the 1950s, is in better shape. It 
serves mostly the oil and gas industry, 
which pays in dollars, and the western 
firms that exploit Indonesia’s oil and gas 
fields are not in any danger of going bust. 


B 


Will rubber bounce back? | 


Bakries metal-casting subsidiary, which 
makes parts for Indonesia's car makers, 
could eventually benefit from a rush for 
more domestically made components as 
the currency crash makes imports prohibi- 
tively expensive. 

The palm oil and rubber businesses 
look as though they should benefit from the 
crash, since most of their costs are in rupiah 
and most of their revenues are in dollars. 
But even there big gains may be hard to re- 
alise soon. Fearing that cash-starved palm- 
oil manufacturers would export most of 
their stock, causing domestic shortages and 
price rises just when the riot-prone Indone- 
sians were least able to pay, the government 
banned exports until April. Rubber exports 
are still allowed, but margins have col- 
lapsed. Thai and Malaysian companies are 
also trying to export their way out of trou- 
ble, and the market is glutted. 

Anyway, the firm's plantations gain less 
from the rupiah's fall than it might seem. At 
the moment, 54% of Bakrie's agricultural 
revenues are in dollars, compared with 


BUSINESS 


40% of its costs (such as farm equipment, 
fertiliser, shipping, and the like). But add 
interest payments on dollar debt, and al- 
most all of the advantage of a devalued cur- 
rency is wiped out. 

If Mr Rathod can laugh about his plight, 
perhaps it is because he knows that most 
other Indonesian firms are worse-off. Trust- 
ing in a semi-firm peg to the dollar that had 
lasted for decades, few of them hedged their 
dol'ar-denominated debt, which has now 
in effect quadrupled. But Bakrie says it 
hedged 90% of its long-term debt at an aver- 
age exchange rate of 2,450 rupiah to the 
dolar. 

Nevertheless, Bakrie still has more than 
$100m in unhedged short- and long-term 
debt, and its revenues in dollar terms will 
collapse this year. The firm needs to raise at 
least $50m within the next three or four 





months just to meet its operating costs and 
keep open credit lines with suppliers, ac- 
cording to analysts. Issuing bonds or more 
equity is out of the question: the govern- 
ments debt moratorium will probably 
have driven the international capital mar- 
kets away from Indonesia for a long time. 
Instead, Bakrie wants to sell assets to “sym- 
pathetic" foreign companies: those that un- 
derstand its business, and believe that their 
value is greater than its depressed share 
value suggests. 

In all matters Indonesian these days, 
this is a question of confidence. And not 
only in the country: Bakrie has been rash 
with its finances in the past, often making 
optimistic profit projections that were later 
quietly revised downwards. Analysts also 
complain that they cannot track the con- 
glomerate's individual businesses, because 
it Goes not release financial information 
on its subsidiaries. So earlier this month 
Bakrie called in Chase Manhattan to take 
full stock of its assets and liabilities, both to 
reassure lenders and to attract buyers. "We 
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wanted to show that there is still value in 
the company and that we are affected by 
some things not of our making,” Mr Rathod 
says. Bakrie now has some 90 businesses. 
What with mergers and sales, it may emerge 


with 20. Without hedging, it might not have 
emerged at all. 





The ski business 


Winter 
wonderlands 


VAIL, COLORADO 


MERICA’S ski slopes have recently 
claimed the lives of two well-known 
politicians, Michael Kennedy and Sonny 
Bono. This has put skiing on the front pages 
of the newspapers, and generated a farcical 
debate about whether authorities should 
introduce speed limits, make helmets com- 
pulsory or otherwise take the fun out of a 
sport that thrives on thrills. But anyone 
who turns to the business pages will notice 
skiing cropping up there too. Business in 
America, it seems, has belatedly discovered 
the slopes, and is schussing ahead in an ef- 
fort to overhaul the industry. 

Although skiers themselves live for ex- 
citement, the business of running resorts 
has been dull for decades. The baby 
boomers who helped the industry take off 
in the 1960s are now older, and the number 
of young adults, who provide most new re- 
cruits, has declined. Add to this an owner- 
ship structure so fragmented that nobody 
can afford fancy advertising or first- 
class management, and you have a 
formula for stagnation. Over the 
past decade the number of “ski 
days” (the number of skiers multi- 
plied by the number of days they 
spend skiing) has grown by less than 
4%, reaching 54m in 1995-96. 

All that is now changing. Ameri- 
ca’s biggest ski-resort chains have 
been buying many smaller resorts, 
and investing in new hotels, ski-lifts 
and snow-making equipment. 
Three chains have even listed them- 
selves on stockmarkets in the past 
couple of years—something previ- 
ously unheard of. These consolida- 
tors hope to transform America’s 
most popular mountain tops froma 
collection of isolated peaks into 
sprawling winter Disneylands. 

A $315m spending spree has left 
Vail Resorts, one of the most ambi- 
tious companies, with 40% of the 
Colorado market, including the 
country’s three most popular re- 
sorts. Intrawest, a Canadian com- 
pany, owns resorts spanning the 
continent's mountain ranges, from 
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the Laurentians in Quebec to the Sierras in 
California. In November the American Ski- 
ing Company, which already owned six re- 
sorts in New England, spent $288m on a 
pair of resorts in Colorado and California. 
Even so, skiing remains fragmented by the 
standards of the leisure industry—the larg- 
est company, Vail, accounts for only 9% of 
the market. 

The big resort chains have several ad- 
vantages. The first is comfort. Pain used to 
be the price of admission into the skiing 
fraternity, but the new American resorts try 
to protect their skiers from all that nasty 
wind and snow. The gondolas are warm 
and capacious. The snow is neatly 
groomed. Beginners can hop on moving 
walkways when they tire of taking tumbles. 

The chains are also expanding the range 
of activities on offer, such as ice skating, 
sledging and dog-sledging, snowmobiling 
and—for the truly tame—“tubing” (ie, slid- 
ing down the slope on the inner-tube of a 
lorry-tyre). They are also providing after-ski 
activities, ranging from cheap pizza joints 
to $20,000-a-year lunching clubs. 

The idea is to turn the big resorts into 
full-fledged winter theme parks, attracting 
more beginners and families to the slopes. 
By broadening into accommodation, ski- 
ing lessons and other activities, the big 
chains also hope to capture more of the in- 
dustry’s profits. Historically, ski companies 
have been content to be little more than lift 
operators (as they still are in Europe), allow- 
ing local businesses to cream off most of 
their potential income. Even in America, 
the typical skier still hands less than 20% of 
his holiday cash to the resort owners. 





Here's to commercialism 
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Vail, by contrast, earns so much money 
from other activities that it stops charging 
for its gondolas in the evening. It manages 
six hotels, 72 restaurants, 40 shops and over 
13,000 condominiums. The American Ski- 
ing Company has a capital expansion pro- 
gram of $105m for the winter of 1997-98, 
which it will use for new hotels, lifts, snow- 
making equipment and trail expansion. 

Money is also bringing marketing flair. 
The three publicly quoted chains have in- 
troduced loyalty programmes and flexible 
pricing. Vail, whose new boss, Adam Aron, 
was one of the pioneers of air miles, has a 
marketing budget of more than $20m. The 
American Skiing Company has joint-mar- 
keting agreements with Budweiser, Pepsi 
and Visa, and sends 300,000 copies of its 
"Sno" magazine to its regular customers. 

Investing in an industry that is so vul- 
nerable to both divine and human inter- 
vention is not without its risks. Expensive 
ski holidays are one of the first things to go 
when the economy sours. Then there is the 
weather. Artificial snow can make up for a 
thin snowfall, but it is expensive. And bad 
storms can still leave resorts inaccessible: 
last year, floods and mudslides closed one 
ofthe main highways to Lake Tahoe. 

Even when nature co-operates, her pro- 
tectors may not. Environmental regulators 
often impose fines on resorts, and some- 
times close them down. Even the father of 
theme parks proved no match for the 
earth's self-appointed guardians. In the 
early 1960s Walt Disney conceived a grand 
project for a giant ski resort between Los 
Angeles and San Francisco, complete with 
a fake Alpine village, but a blizzard of envi- 
ronmental lawsuits snowed him under. 

That said, the outlook is still good. The 
industry is now gearing up for the arrival of 
the baby boomers’ children, the “echo 
boomers", whose numbers will swell to 
nearly 61m in the next decade. This is partly 
due to the snowboarding craze. Snow- 
boarders now account for 14% of the mar- 
ket, and “SNOWboarding Business", a 
trade magazine, expects that share to dou- 
ble over the next five years. Snowboarders 
and skiers are mortal enemies—but the re- 
sorts are happy to take money from both. 
Resorts have also received a boost from the 
emergence of "fat" (or parabolic) skis. These 
make it easier to learn how to ski, and easier 
to keep skiing later in life. 

Critics complain that smaller resorts 
are being driven out of business, taking 
their quirky ways with them. The number 
of resorts is indeed shrinking—there are 
507 of them in America now, 2896 fewer 
than in 1986. But skiers are voting with 
their skis and snowboards: in 1986-96 Vail 
increased its business by 39% in an other- 
wise stagnant market. The Disneyfication 
of America’s winter sports looks 
unstoppable. 
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The irritating commissioner 


The European Union’s competition commissioner, Karel Van Miert, is testing the limits 
of his political powers 


RUSSELS is a city where most people 

fight their battles quietly, behind closed 
doors. Not Karel Van Miert. In the past two 
weeks he has given no fewer than four press 
conferences. He has roundly attacked the 
European airlines that accused him of ob- 
structing their planned alliances and not 
doing enough to deregulate the industry, 
and has picked no fewer than three fights 
with Germany. 

The most recent provocation took place 
on January 28th, when Mr Van Miert fined 
Volkswagen 102m ecus ($111m) for making 
it impossible for Germans and Austrians to 
hop over the border to Italy and buy cars 
more cheaply than they can at home. Mean- 
while, he continues to wrestle with the 
French government over subsidies to its 
state-owned bank, Crédit Lyonnais. This 
comes on top of last years battle of nerves, 
when he went to the brink ofa trade war with the United States 
and forced Boeing to abandon its long-term exclusive contracts 
with three large American airlines in order to win the Eu’s ap- 
proval for its merger with McDonnell Douglas. 

A short, stocky Flemish socialist fighting a losing battle 
against baldness, Mr Van Miert can see off aggressive interview- 
ers in four languages. In 1988 he left Belgian politics just in time 
to avoid a bribery scandal that later ended the careers of several 
of his contemporaries—and at one time threatened his own. At 
the commission he was greeted as an interventionist, and spent 
his first period in office as transport commissioner waving 
through state aids to airlines that all but sank the deregulation of 
European aviation and infuriated the previous competition 
commissioner, Sir Leon Brittan. His star rose under Jacques De- 
lors, a fellow socialist, who persuaded him to draft ambitious 
plans for European transport networks. The maps were lovely, 
but the networks never materialised. 

Since becoming competition commissioner, however, Mr 
Van Miert seems to have become a free-market zealot; or perhaps 
he just hates big companies. Either way, he has snapped at the 
heels of the dominant firms in European industry more pugna- 
ciously than his smoother predecessors, 
Peter Sutherland and Sir Leon, and has 
consequently acquired many more ene- 
mies. After blocking subsidies to a Belgian 
steelmaker last year, he needed police pro- 
tection. Yet hubris comes before nemesis: 
could the Belgian commissioner be head- 
ing for a fall? 

His biggest arguments have been with Vw 
the Germans. Last week the German gov- 
ernment said it wanted to exclude sport, 
especially professional football, from its 
antitrust laws. Mr Van Miert promptly 
made clear that sport would not be exempt 
from European law; indeed, he is already 
probing the practices of both FIFA and the 
FIA, the bodies responsible for interna- 
tional football and motor racing respec- 
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Another fine mess 
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tively. A day later he called in for detai 
antitrust scrutiny a plan by Kirch a 
Bertelsmann, two big German media fin 
to set up a digital pay-Tv venture with De 
sche Telekom. And this week's punishm 
of vw is the biggest fine that the comn 
sion has ever imposed on a single compé 
(see chart). 

The car company furiously accused 
Van Miert of waging a political campa 
against it. It is upset because the comn 
sion recently forced it to repay an ille 
subsidy granted by the German state 
Lower Saxony, a big shareholder in the cc 
pany. A few years earlier vw also had to 
pay another illegal subsidy that the Span 
government gave to Vw's SEAT subsidii 
The firm, which is appealing against the 
est fine, will summon the might of Germ 
politicians, Chancellor Helmut Kohl has 
ready warned the commission of serious consequences i 
blocks the Kirch/Bertelsmann venture. 

Yet vw has clearly behaved badly. The commission fou 
evidence going back over ten years that it had intimidated 
many as 50 of its Italian distributors, cancelling the contract: 
12 because they had sold cheaper cars. vw admitted in c 
respondence with dealers that it ran the risk of being fined 
blocking cross-border sales. 

The commissioner may shortly go further: he is also inve 
gating Mercedes and GM-Opel for similar behaviour. And 
may scrap the whole system of exclusive car dealerships tha 
the main cause of the wide discrepancy in prices across Euro 
which vary by up to 25%. The car companies had been allowec 
maintain this system only on condition that they allow custo 
ers to shop across borders. 

But there are other enemies too. Mr Van Miert is insisti 
that British Airways and American Airlines yield landing slot: 
London's crowded Heathrow airport before he will allow thi 
to merge their operations. In a demonstration of his power 
Brussels, Mr Van Miert is also obstructing the commissioner 
transport, Neil Kinnock, a former leader of Britain's Labc 
Party, who is charged with opening | 
rope's skies and wants to allow airlines 
be able to sell slots rather than having si 
ply to give them up. 

Mr Van Miert's confrontational style 
ritates the EU's governments, particula 
the ones with inefficient industries tl 
depend upon the state's largesse. Last ye 
he began a crusade against state aid tl 
governments—particularly those of Frar 
and Germany-are still in the habit 
distributing. He also fended off Germ. 
attempts to take competition policy aw 
from the commission in Brussels and gi 
it to an independent European cartel | 
fice. Such bloody-mindedness is not 
ways borne easily, but it is an importa 
qualification for Mr Van Miert's job. 
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Ready for business anytime, anywhere. The Boeing Business Jet For more information about new dimensions 
provides all the comforts of your home office, allowing you to arrive in space, comfort, utility, and support, contact 
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The Boeing Business Jet. It's a smart business move. 


BOEING BUSINESS JETS 


Boeing & General Electric 





FINANCE AND ECONOMICS 





n 
a oh 
Is this marriage a mistake? 


Its pending merger with Union Bank of Switzerland may bring Swiss Bank a 


few problems it did not expect 


T WAS billed as a merger of equals, 

meant to help two venerable Swiss 
banks compete in a deregulated world of 
global giants. When Marcel Ospel, head of 
Swiss Bank Corporation, shook hands with 
Mathis Cabiallavetta of Union Bank of 
Switzerland on December 8th, the talk was 
all of the many opportunities that would 
come from creating the world’s second- 
largest bank (measured by assets). As the 
banks’ shareholders prepare to vote on the 
deal next week, though, a very different 
story is emerging. UBS, it is now clear, is be- 
ing taken over by its smaller competitor— 
but far from emerging triumphant, SBC 
may be the unlucky winner of a most unde- 
sirable prize. 

No one should doubt that the new 
UBs—an acronym that will stand for noth- 
ing—will be entirely a Swiss Bank Corpora- 
tion show. Up to four-fifths of the top jobs 
at the new institution are to be filled by 
managers from sBC, in what employees of 
the old uss describe as “ethnic cleansing". 
And the cleansing goes far beyond staff. 
“The business will be our management, 
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our structure, our technology and our 
brand” says a senior SBC executive. 

Why has Mr Cabiallavetta signed up to 
such a deal? One reason, it appears, is that 
there is, in UBS's London-based derivatives 
business, a hole of unknown, but possibly 
huge, proportions. Insiders are guessing at 
the size of these losses, but at present they 
reckon that uBs may have lost perhaps SFr1 
billion ($689m) This is nowhere near 
enough to sink a bank with more than $15 
billion in basic capital, but it sufficed fi- 
nally to propel uBs into the arms of its 
smaller Swiss rival. It may also force SBC to 
reassess the price it will pay, as at the time 
the deal was struck it had thought the losses 
were about SFrsoom. And the rock on 
which uss ran aground seems to be the 
same as that which sank Barings, Britain’s 
oldest bank, in 1995: the failure to separate 
the responsibilities of the people who win 
business from the responsibilities of those 
who check how risky it is. 

UBS has been on the defensive for years 
because of pressure from its largest share- 
holder, BK Vision, a fund run by Martin 


Ebner, an unorthodox Swiss investor. As of 
last June BK Vision owned a quarter of the 
bank's registered shares, which entitled Mr 
Ebner to 5% of the voting rights. Mr Ebner 
has long railed against the efforts of Mr 
Cabiallavetta, the chief executive, and the 
bank's chairman, Robert Studer, to build 
UBS into a trading powerhouse. "We have 
always been against banks  specu- 
lating ... for themselves. We have always 
pushed them to concentrate on offering 
services to their clients,” says Kurt 
Schiltnecht, Mr Ebner’s right-hand man. 

The pressure on UBs increased last year 
when Swiss banks came under attack for 
their actions during the second world war. 
They were accused of hiding Nazi loot, of 
failing to try to trace the beneficiaries of 
dormant Jewish accounts and of lying 
about how much might be in them. uBs’s 
response was ham-fisted, even by the stan- 
dards of Swiss banks. It was particularly 
embarrassed when a security guard, 
Christoph Meili, rescued wartime records 
from a shredder at the bank. Although Mr 
Cabiallavetta apologised for the incident, 
Mr Studer griped on television that the 
guard had broken secrecy laws. As a result 
of this fiasco, uas has faced boycotts in 
America and has apparently lost much of 
its lucrative business of handling the ac- 
counts of rich private clients. 

It is against this background that uBs 
discovered big problems in its global eq- 
uity derivatives department. These proved 
to be the final nail in the coffin. 


Crown jewel 


In its annual report for 1996, UBS crowed 
that its global equity derivatives division 
was one of the biggest jewels in its crown: 
“Equities and, in particular, equity deriva- 
tives reported substantially higher trading 
income.” The bank even won an award for 
its success at equity derivatives, which in- 
clude everything from options on individ- 
ual shares to creating instruments that 
mimic the behaviour of baskets of stocks. 
Competitors and insiders alike were sur- 
prised that UBs won almost every deal that 
it bid for. uss did a particularly large 
amount of business selling long-dated op- 
tions. Rivals openly wondered whether UBS 
was garnering so much business by selling 
its wares too cheaply. At least one bank 
went so far as to tell uBs informally of its 
worries. "Either these guys had found a 
new way of pricing options, or they were 
just plain wrong,” reckons an executive 
there. 

Mispricing is no small sin in the deriva- 
tives business. In cash trading for stocks or 
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bonds, pricing errors are re- 
vealed almost immediately, 
so losses are limited. Deriva- 
tives contracts, however, can 
run for several years. They 
can sit on a bank's books, all 
but unnoticed, while losses 
build up. And if a faulty 
computer model leads a 
bank to make deals at too 
low a price, the problem is 





London to see if anything 
was wrong. There were al- 
ready signs that there might 
be. The global equity deriva- 
tives division had already 
lost heavily last July (as, to be 
fair, had other investment 
banks), when the British gov- 
ernment unexpectedly 
changed tax rules so that in- 
vestment banks could no 





likely to afflict an entire se- UBS’s boss, relieved longer claim tax relief on 


ries oftrades, rather than just 
a single transaction. This is why, when 
losses are reported, the amounts are often 
stunningly large. 

Last summer, partly as a result of these 
warnings, UBS sent a senior executive to 


dividends if shares are held 
for trading rather than investment. 

But uBs found problems, it now tran- 
spires, on an altogether grander scale. In 
November it reported a SFr200m loss and 
sacked Rami Goldstein, the head of the 


global equity derivatives division, and 
handful of others. Mr Goldstein's bos 
Hans-Peter Bauer, who was in charge « 
fixed income, currency and derivative 
trading, went by the wayside just befor 
Christmas. 

A team of bankers is now investigatin 
what Mr Goldstein and his colleagues wer 
up to. By the beginning ofthis week, source 
say, it had not even managed to find ou 
how many trades the global equity deriv: 
tives division had done. A uBs spokesma: 
says that the bank has established the e 
tent of its losses, but other sources say the 
this is untrue. Its trading in Japan ha 
proven particularly difficult to disentangl 
(see box). What was wrong remains conje 
ture: UBS has kept mum, in part becaus 





Blind faith 


ULL details about the derivatives 
losses at uss are still not known. But 
according to sources at UBs and at SBC 
| Warburg Dillon Read, the investment- 
| banking arm of ssc, two familiar factors 
| may be at fault. One is that uss traders 
may have fed incorrect data into the com- 
puter models that the bank used to price 
derivatives, particularly options. The 
| other is that the bank had too much faith 
in its models. 

Many of uBs’s losses appear to have 
involved huge amounts of convertible 
preference shares, arcane securities is- 

| sued last year in copious amounts by Jap- 
| anese banks. Preference shares are more 
| like bonds than shares. They pay out a 
| high and fixed level of interest so long as 
| 





the company pays a dividend. The ones 
UBS owned were all convertible after five 
years into common equity. To make them 
more appealing to investors, the issuing 
banks agreed that the prices at which the 
preference shares could be converted— 
their "strike prices"—would adjust down- 
ward ifthe banks' share prices were to fall. 
With the alchemy that is a standard el- 
ement of modern finance. uss in effect 
split the preference shares into two parts. 
One, a bond-like instrument that in- 
cluded the interest payments due on the 
preference shares, was sold to investors. 
The other obliged uss to buy the Japanese 
banks’ shares from investors at the down- 
ward-adjusting strike prices. But this 
downward adjustment was limited; if the 
banks’ share prices were te collapse, the 
| options it had sold would soar in value, 
and uss would lose money. If Japanese 
bank share prices were to remain rela- 
tively stable, on the other hand, uss stood 
to reap a profit from havingsold those op- 
tions into the market. 
Normally, a bank with such large po- 





sitions protects itself against a 
drop in the value of its options. 
The best way, buying offsetting 
options in particular shares, is 
difficult and expensive, particu- 
larly in Japan. A second way for 
UBS to have hedged its risk was 
to sell the banks’ shares. UBS ap- 
parently did relatively little of 
this at the start: it thought that 
bank shares would not fall be- 
low the lowest price at which 
the preferred shares could be 
converted, so that its downside 
risks were limited. 

Not so. Shares in Japanese 
banks fell precipitously when 
Yamaichi Securities, then Ja- 
pan's fourth-largest securities 
firm, went bust in November. 
Share prices also became much 
more volatile, making it even 
more expensive for UBs to hedge its risk. 
UBS seems to have had a particularly large 
exposure to Fuji Bank, whose shares 
stopped trading altogether for three days. 

UBS desperately tried to cut its losses 
by selling some of the Japanese banks' 
shares, to the point that in November and 
December it became the biggest seller of 
bank stocks. The result was to drive share 
prices down even more, magnifying the 
losses on its options. It also tried to sell 
futures contracts on the Nikkei 225 stock- 
market average. But there were days when 
the Nikkei rose and bank shares fell. As a 
result, losses mounted alarmingly. uBs 
refuses to say whether it has incurred any 
losses on derivatives trading in Japan. 

And why did uss's global equity de- 
rivatives department sell so many op- 
tions on Japanese banks' shares? The an- 
sweris that it seems to have systematically 
overestimated the value of these con- 





tracts. That value depends in part on the 
expected dividend yield on the underly- 
ing shares. Sources suggest that people in 
the global equity derivatives department 
may have fed inflated estimates of future 
dividends into the computers. To the 
bank's bosses, this would have made the 
positions in Japanese preference shares 
seem far more profitable than they were. 

On top of that, the department seem- 
ingly had blind faith in the accuracy of 
the assumptions used to build price-set- 
ting models. This may be the best-known 
danger in derivatives dealing: everyone 
in the markets knows that if shares stop 
trading or the share prices become much 
more volatile than expected, an option's 
market value will differ from the model's 
valuation. UBS seems to have ignored this 
risk. And when some of its chief assump- 
tions proved less than robust, it was 
caught on the hop. 
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many of its positions are still open. 

SBC Says UBS’s problems are no surprise. 
“We were completely aware of the situa- 
tion on both sides,” an sBC spokesman says. 
The spokesman adds that ssc will not ask 
to renegotiate the terms of the merger. UBS 
will say only that its losses exceed SFr200m. 
It declined to comment on the departures 
of Messrs Bauer and Goldstein. The Econo- 
mist was not able to contact either man. 


Lessons unlearned 


One reason for uBs's problems stands out 
glaringly. It seems to have ignored the les- 
sons of two recent derivatives disasters, the 
Barings collapse and the problems which 
forced NatWest, a British bank, to write off 
$120m in 1997. Barings was brought down 
by Nick Leeson, a trader in Singapore who, 
in addition to dealing futures and options, 
was allowed to settle his own trades and 
thus hide the riskiness of the very trades 
that he had entered into. NatWest took a hit 
because the values of the derivatives in the 
bank's portfolio were not checked properly 
with independent sources. 

For all uBs’s size, its risk control seems 
to have been equally flawed. For risk-man- 
agement purposes, the global equity deriv- 
atives division was ring-fenced: no one else 
within uas was allowed to check what was 
going on within it. The division's boss, Mr 
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Bauer, was responsible not only for ensur- 
ing that the division made money, but also 
for ensuring that it did not engage in exces- 
sive risk-taking to do so. He had, in short, a 
conflict of interest. 

Such conflicts seem to have been an in- 
stitutional flaw at uss. Pierre de Weck, the 
board member in charge of lending to risky 
credits, was also in charge of assessing their 
creditworthiness; Werner Bonadurer, the 
board member in charge of selling deriva- 
tives, was also responsible for managing fi- 
nancial-market risks. Neither, apparently, 
was able to take the merest peek at what the 
global equity derivatives division was up 
to. It appears that no single individual was 
in a position to monitor the entire institu- 
tion’s risks. uBs denies that this was the 
case, but it declines to discuss its risk 
management. 

Strangely enough, that conflict of inter- 
est does not seem to have been resolved in 
planning for the new uss. Of the big 
responsibilities at the bank, only one has 
been given to executives from Union Bank 
of Switzerland. This is risk control, which is 
to be headed by uss veterans Felix Fischer 
and Mr de Weck. Stranger still, Mr de Weck 
will also be in charge of venture capital, 
which means that he is responsible for both 
the profits of such transactions and for as- 
sessing their riskiness. 





Canada's banks 


Royal wedding 


TORONTO 


ANADA'S banks have long been 
known for bigness: whereas the 
United States still has 9,000-odd banking 
institutions, most of them purely local, the 
six big Canadian institutions dominate 
banking nationwide. Now, if they have 
their way, the big will get even bigger. In a 
move that surprised government and fi- 
nancial circles last week, Canada's biggest 
bank, Royal Bank of Canada, agreed to 
merge with third-ranking Bank of Mon- 
treal. Royal Bank's chairman, John 
Cleghorn, described the announcement as 
“potentially one of the most memorable 
days in the whole history of Canadian 
banking.” From the sour look on the face of 
Paul Martin, the finance minister, when he 
heard news of the merger, Mr Cleghorn was 
not exaggerating. 

The merger, which would create the 
world’s 22nd-largest bank in terms of mar- 
ket capitalisation, is only the latest stage in 
the effort to create a Canadian superbank. 
Since regulations separating banking from 
other financial industries were relaxed in 
1987, the banks have snapped up all but 
one large investment dealer and every na- 
tional trust company save one. The chase is 
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on to buy the country’s large insurance 
companies, several of which are in the pro- 
cess of demutualisation and will soon be 
floating shares. Until now, the government 
had agreed that such consolidation was de- 
sirable. However, a bank that has com- 
bined assets of C$453 billion ($311 billion) 
is a different matter. 

Critics abound. Consumer groups and 
representatives of small business complain 


arr adian rsa re institutions’ 
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A foreigner at Royal Bank’s door 


that Canada’s banks are already unrespon- 
sive to their needs, and that any decrease in 
competition will only fuel the banks’ arro- 
gance. Service fees and transaction charges 
combined with minuscule interest rates on 
savings accounts have for years piqued Ca- 
nadians who see few alternatives. Now, 
with banks reporting record profits (C$7 
billion collectively in 1997), main-street Ca- 
nadians view with suspicion the claim that 
bigger means better. 

Bay Street, Toronto’s financial centre, 
thinks otherwise. Bank stocks have rock- 
eted on speculation that other mergers are 
soon to follow. All of this has irritated Mr 
Martin, whose task force on financial insti- 
tutions, convened in 1996, is scheduled to 
make its findings public in September. The 
task force was meant to recommend how 
the government should deal with consoli- 
dation in the financial-services industry. 

Government approval is no certainty. 
Mr Martin has the power to block the 
merger. So do Canada’s banking regulator 
and its Competition Bureau, which may 
pose the biggest problem. The merged insti- 
tution, whose name has not yet been an- 
nounced, will have 23% of Canada’s resi- 
dential mortgage business, 27% of personal 
deposits, 27% of personal and credit-card 
leans, and 32% of stockbroking accounts 
(see chart). Traditionally, the Competition 
Bureau has not exercised its powers until a 
merged company has at least a 35% share of 
its markets. In a case so politically charged, 
however, it will be under intense pressure 
to step in. 

In today’s Canadian banking market, 
the merger is clearly problematic. The two 
banks’ best hope is to argue that foreign (ie, 
American) banks are making Canadian fi- — 
nance more competitive rather than less. - 
Tne Americans are indeed chipping away 
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‘by e-mail, while MBNA, based in Baltimore, 
peddles credit cards. But this is still modest 
stuff. For decades, Canada’s bankers, 
backed by the government, have succeeded 
in keeping foreigners out of the market. 
That makes their claims that Canadians are 
free to do their banking business with for- 
eigners ring more than a little hollow. 





Money managers . 
Take my advice 


NEW YORK 


OW bright is the average American in- 

vestor? Less so, perhaps, than Ameri- 
ca's S bürgearin mutual-fund industry has 
long contended. 
. ..Fund managers, until lately, happily 
Followed the lead of Wal-Mart, the world’s 
biggest retailer: sell it cheap and let custom- 
ers serve themselves. But the Wal-Mart 
model may be giving way to the Harrods 
model. With investors begging for help, 
selling advice has become a priority even 


HE sun also sets in the land of the ris- 


| for that matter. And oh, how that revela- 
tion has sunk in, according to our quar- 
, terly portfolio poll of fund managers. 
|! Asia’s financial meltdown has scared five 
|. out of the eight stock pickers in our sam- 
* ple into piling out of oriental shares in a 
dramatic way. Robeco and Bank Julius 
Baer have now cut their weighting in Jap- 
anese and other Asian equities by over 
half since last July. 
: Where have ey fled? While not short 
| of crises itself (the brouhaha over sex and 
perjury at the White House was breaking 
just as our stock pickers were polled), 


ank, lends to smali Canadian businesses | 7 tors could manage on their own. This rever- 


. Sal is not without risks. Potential conflicts 


.| Our quarterly portfolio poll 


. ing sun—as it does throughout Asia, 





that once. doiindel that i inves- 


of interest loom—and plaintiffs lawyers, 
ready to sue over advice that proves bad, 
are always close at hand. 

Behind the boom in investment advice 
is the rapid growth in personal pension 
plans, known in America as 401(k) plans af- 
ter the provision of tax law that allows 


them. These 401(k)s are fast replacing de- 
fined-benefit plans (in which retired peo- 
ple are paid a benefit linked to their salary 


just before retirement) as the main form of 
company pension. Workers put part of 
their pre-tax earnings into funds they 
choose from a range offered by their em- 
ployer. Often the employer chips in too. 
The eventual retirement benefit depends 
mainly on how well the money is invested. 
In the early years, of course, balances 
were small. But by now many workers have 
had 401(k)s for a decade or more and find 
themselves with large amounts of money to 
manage. Their knowledge of investing, 
however, may be minimal. They tend to 
take more extreme positions than experts 
think is prudent, being either too cautious 
or too risky. They tend notably to over-in- 


America is still the safe ha- 
ven of choice when other 
markets get the jitters. All 
but two of our stock pickers 
have shifted their 
weightings toward Wall 
Street, three of them by 
more than five percentage 
points since October. 
Bonds tell the same story: 
on average, Asian debt is being sold and 
dollar paper bought instead. 

Our asset allocators, however, are not 
as Asiaphobic as they may appear. Com- 
pared with the neutral weighting sug- 
gested by the Morgan Stanley Capital In- 








vest in nins of ihe fni wher they work. | 

And they seem eager for someone to tell - 

them what to do with their money. tl 

Employers have avoided this at all cost. 

But the fund managers who administer 

401(k)s on employers’ behalf see offering 

advice as a way to build relationships with 

members, so that they do not switch 

money-managers when they change jobs or 

retire. In December, Fidelity, the world's 

biggest mutual-fund firm, unveiled a new 
financial planner, to be available on the In- 

ternet, that would recommend specific mu- 

tual funds to 401(k) participants. Fidelity 

says that this is "education", not advice, 

and that this distinction relieves it of. 

responsibility should its counsel prove ` 

misguided. However, there are rumours— 

denied by Fidelity—that the launch has- 

been delayed on legal advice. 

Charles Schwab, the pioneer of the low- 

cost share trade and the mutual-fund *su- ` 

per-market”, provides the clearest sign that — 

advice now matters. The champion of no- 

help, low-cost investing now calls itself a 

“relationship firm” and advertises that 

with Schwab “you never invest alone". It is 

adopting many features of full-service bro- 
kerages, such as Merrill Lynch and 





ternational index of world 
stockmarkets (which shows 
each country’s market cap- 
italisation as a proportion 
of the world total), the fund 
managers as a group re- | 
main underweight in |. 
Americaand overweightin |. 
Japan—despite that coun- | 
try’s economic woes. 
There is, however, at. 
least one contrarian |. 
‘ thinker among them: |. 
Credit Suisse, displaying nerves of steel, 
thinks that now is the time to go bottom- 
fishing for Asian shares, albeit with cau- 
tion. Instead, the Swiss think they can do. |. 
with fewer German sharesinthisGerman =~ 
election year. | 
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Tell me how to spend it 


PaineWebber—firms it used to view as inef- 
ficient dinosaurs. Investors now get mu- 
tual-fund ratings and even some equity re- 
search. Although Schwab says it has no 
plans to offer a full advisory service, only 
aids to self-help, the fee-based financial ad- 
visers to whom it currently refers counsel- 
seeking clients (in return for a fat commis- 
sion) fear that is where it is heading. 

The full-service brokers are changing 
too, partly to meet the challenge of Schwab 
and others, partly because it is harder to get 
away with the juicy trading commissions 
they used to charge clients. Donald Marron, 
chairman of PaineWebber, expects his 
company increasingly to charge individual 
investors according to the amount of assets 
they have given his firm to manage rather 
than on a fee for each transaction. The 
availability of advice, he predicts, will de- 
termine which firms individuals select to 
manage their retirement money. 

Advice is one thing, of course, and use- 
ful advice another. Brokers' research is of- 
ten a means to promote excessive trading. 
Mutual-fund ratings are mostly backward- 
looking. And William Sharpe, a Nobel 
prize-winning economist at Stanford Uni- 
versity in California, asserts that most of 
the financial-advice software now being 
touted to ordinary investors fails miserably 
to deal with risk. Mr Sharpe has started a 
company, Financial Engines, to provide an 
Internet service to fill this gap. Among the 
backers of his firm are Henry Kravis and 
George Roberts, the men behind the fam- 
ously canny investment firm Kohlberg 
Kravis Roberts. No better evidence is 
needed that the potential rewards from 
providing financial advice may be large. 
coc CDWATUPUCEE-C————— 
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Labour markets 


Short measure 


UPPOSE everybody worked 10% fewer 

hours. Firms would need to hire more 
workers. Presto, French unemployment, 
which currently stands at 12.4% of the la- 
bour force, would shrink. This simple 
arithmetic underlies the thinking of Lionel 
Jospin, the French prime minister, who on 
January 27th presented to parliament his 
plan to cut the legal work week from 39 
hours to 35 hours. 

This “cure” for unemployment is based 
on the assumption that an economy's out- 
put is fixed. If this were true, then the 
amount of labour required would also be 
fixed, so it would seem reasonable enough 
to share out available work more evenly. 
Economists call this the “lump-of-labour” 
fallacy. It is a fallacy because, in reality, the 
demand for labour depends upon labour 
costs and productivity, which are affected 
by the hours each employee works. 

A study by Terry Fitzgerald, an econo- 
mist at the Federal Reserve Bank of Cleve- 
land, uses a simple model of the demand 
for labour to predict how firms might react 
to a cut in the work week. Mr Fitzgerald as- 
sumes initially that a firm is free to choose 
both the number of workers and hours per 
worker in order to maximise profits. He 
also assumes that total labour costs consist 
of wages, which vary with the number of 
hours worked, and fixed costs, such as 
training, which depend only upon the 
number of people employed, not the hours 
they work. 

To maximise profits, a firm hires work- 
ers so long as the value of an additional em- 


Russia fights a run 


MOSCOW 


USSIAN financial markets sagged 

alarmingly this week, amid fears 
that government in-fighting was causing 
economic policy to drift dangerously. 
On January 28th a sharp rise in yields on 
treasury bills caused the finance minis- 
| try to cancel an auction of government 
| bonds. This drove share prices down 8% 
in the first two hours of trading on Janu- 
ary 29th, continuing a slump that has 
brought the Russian stockmarket down 
by about 30% since the new year. 

Doubts about the government’s com- 
mitment to economic reform have been 
encouraged mainly by the demotion of 
the two leading reformers in the cabinet, 
Anatoly Chubais and Boris Nemtsov. 
Both remain first-deputy prime minis- 
ters. But Mr Chubais has been stripped of 
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ployee's output exceeds the added costs 
that hiring him imposes on the firm. How 
is this decision affected by a cut in weekly 
hours per worker from 40 to 35? Mr Fitzger- 
ald calculates that, if weekly wages fall by 
12.5%, exactly matching the reduction in 
hours worked, and if output per man-hour 
remains the same, then employment 
would actually decline slightly. This is be- 
cause the additional output of the last 
worker hired falls by 12.5% (as he works 
fewer hours), but the cost ofemploying him 
falls by less than 12.5% because the fixed - 
costs of employment are unchanged. With 
the cost ofthe last worker hired now greater 
than his productivity, a profit-maximising 
firm will reduce employment and output. 

Mr Fitzgerald’s precise results should 
not be taken too literally, because they de- 
pend upon his assumptions. The useful- 
ness of this research lies in its attempt to 
understand the trade-offs between work 
hours, employment, productivity, output 
and wages. For employment to rise as work 
hours fall, Mr Fitzgerald reckons, weekly 
wages must decline proportionately more 
than work hours. That, of course, would re- 
quire workers to accept a reduction in their 
hourly pay. 

The specifics of Mr Jospin's plan are 
still unclear. In particular, it is uncertain 
what overtime rate people will be paid if 
they continue to work more than 35 hours a 
week. Such details will go far to determine 
the precise impact of a shorter work week. 
But it is certain that French workers will not 
accept a large cut in weekly wages. During 
last year’s election campaign Mr Jospin’s 
famous slogan was “35 hours without a pay 
cut”. He will have difficulty keeping that 
promise and increasing employment too. 


| 
his oversight of the finance ministry, and 
Mr Nemtsov has lost control of the fuel 
and energy ministry. This week Mr | 
Nemtsov's rivals were trying to oust one 
of his protégés, Boris Brevnov, as boss of 
ues, Russia's huge electricity monopoly. 
Mr Brevnov was clinging on tohisjobaf- | 
ter the board voted to sack him. | 
All of this has led to more fears that | 
Russia's currency, the rouble, will col- | 
lapse. Foreign investors, who were said | 
to be the main sellers in both debt and | 
equity markets, were also dumping rou- | 
bles. Boris Jordan, head of Mrk-Renais- | 
sance, an investment bank, pinned the | 
blame on the government. "The cur- 
rency is under threat by foreigners who 
think that that country is not solving its 
budget and tax-code problems," he said. 
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Individuals are taking more responsibility for retirement and medical care. 


Should they provide 


OVERNMENTS everywhere want to 

get the unemployed back to work. 
Yet they have done surprisingly little to 
deal with a big disincentive to looking for 
a job: their unemployment-insurance 
schemes. 

Most wealthy countries have manda- 
tory programmes of unemployment in- 
surance. Typically, these are financed by a 
tax on payrolls or wages. Eligible workers 
who lose their jobs receive benefits that 
are usually linked to their previous salary. 
In Britain and most of America, benefits 
are normally paid for six months, but un- 
employed workers in some continental 
European countries may receive pay- 
ments for years at a stretch. 

Although it is a government pro- 
gramme, unemployment insurance has 
an important characteristic in common 
with other types of insurance: moral haz- 
ard. This is because workers can affect 
their own chances of becoming and re- 
maining unemployed, and thus the 
amount of benefit they receive. 

Different countries try to deal with 
this problem in different ways. In Amer- 
ica some states pay no benefit for the first 
week of unemployment, giving the 
worker an incentive to find a job straight 
away. In France, the benefit falls over 
time, to encourage the long-term jobless 
to be less picky. But such measures are not 
always effective. People who expect to 
earn low wages or who prefer leisure may 
make little effort to find jobs so long as 
they receive a benefit, and their job-seek- 
ing is difficult to monitor. That leaves gov- 
ernments with the choice of cutting bene- 
fits for all, thus causing hardship for those 
who truly cannot find work, or of subsi- 
dising people who are not motivated to 
take jobs. 

Two British academics have suggested 
an unusual way out of this dilemma. In 
the spirit of personal pensions and medi- 
cal-savings accounts, Michael Orszag and 
Dennis Snower, both of Birkbeck College 
in London, propose* allowing individ- 
uals to save for unemployment rather 
than insure against it. Their scheme 
would require all workers to contribute a 
minimum amount to an unemployment- 
support account. Those who lose their 
jobscould withdraw up toa fixed amount 
per month, with the government provid- 
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* “From unemployment benefit to unemployment sup- 
port accounts.” Birkbeck College working paper. 1997. 
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r their own unemployment as well? 


ECONOMICS FOCUS 


ing some basic benefit if the account is ex- 
hausted. The accounts of low-income 
workers would be topped up by taxing the 
accounts of the better off. 
Unemployment-support accounts 
could have several advantages over bene- 
fits. Messrs Orszag and Snower would al- 
low workers to transfer any remaining 
balances in their accounts into their pen- 
sions on retirement. This would provide 
an incentive to work rather than tap the 





Doleful 


account, reducing moral hazard. Unem- 
ployment could be lower as a result. In ad- 
dition, some workers might see a manda- 
tory contribution to their personal 
unemployment-support account as a 
long-term investment, not as a tax. If they 
felt their marginal tax rate had fallen, peo- 
ple might be inclined to work more. That 
is especially likely in continental Europe, 
where unemployment rates—and so un- 
employment tax burdens—are high. 
Personal accounts could also cut the 
costs of monitoring whether the unem- 
ployed are actually looking for work. If 
people were drawing on their own sav- 
ings, the government would have no rea- 
son to care whether they sought work or 
not. And personal accounts help elimi- 
nate the subsidies hidden in current un- 
employment-insurance schemes. Many 
industries that employ workers tempo- 
rarily or intermittently, such as construc- 


tion, retailing and seasonal tourism, can 
pay lower wages than they otherwise 
would because workers can claim benefit 
in between jobs. This would be harder to 
do if workers in more stable sectors were 
no longer subsidising those in industries 
where employment is more volatile. 


Too much saving 


Those potential advantages go along with 
some serious shortcomings. For starters, it 
isby no meansclear that funded accounts 
offer a better way to protect individuals' 
incomes during unemployment than in- 
surance does. Unemployment has charac- 
teristics that are well-suited to insurance: 
although relatively few individuals will 
suffer job loss in a given year, those who 
do may face large declines in income. 
This makes saving for unemployment dif- 
ferent from, say, saving for retirement, 
which almost everyone will experience. 
Mandatory accounts would force indi- 
viduals to save for an event they are un- 
likely to experience, and would force soci- 
ety as a whole to set aside far more for 
protection against unemployment, per- 
haps with higher administrative costs. 

Although the authors offer no figures, 
the amount of savings required to pro- 
vide a benefit for a six-month spell of un- 
employment for the average worker 
would be quite large. Many people would 
not be able to build up such sums in their 
accounts. This is particularly true in Eu- 
rope, where millions of young people 
have never held long-term jobs. Thus 
there would still be a need for tax-fi- 
nanced unemployment-support pro- 
grammes, with all the familiar attendant 
costs and incentive problems. 

In addition, some of the theoretical 
advantages of unemployment-support 
accounts may not exist in reality. It is not 
certain, for example, that the prospect of 
having access to the cash in their accounts 
at retirement would give workers a strong 
incentive to find employment. Many 
workers, particularly younger ones, might 
well have short time horizons and be in- 
different to receiving a windfall three de- 
cades hence. If so, individual accounts 
might not reduce unemployment at all. 

For these reasons, Messrs Orszag and 
Snowers proposals are unlikely to be 
taken up by governments. But their ideas 
should not be dismissed out of hand, be- 
cause they seek to address very real flaws 
in unemployment insurance. Pilot tests 
might help determine whether their puta- 
tive advantages would, in practice, help 
get the jobless back to work. 
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Deaf detying 


Geneticists and physiologists are disentangling the causes of deafness and 
beginning to glimpse ways of doing something about it 


AIR cells are tiny—about fifteen-thou- 
sandths of a millimetre long. If you 
are lucky, they are also abundant. An aver- 
age human ear contains some 16,000 of 
them scattered over the surface of a snail- 
shaped organ called the cochlea. But if you 
are unlucky, and that number is reduced, 
you will be partly or completely deaf. And 
there are many ways to destroy a 
hair cell. 

Some of these ways are genetic. 
So far, more than a dozen genes 
that affect hearing when they fail to 
work have been identified. Almost 
all of these failing genes have been 
found to induce deafness by reduc- 
ing the number or the effectiveness 
of the hair cells rather than, say, 
damaging the auditory nerve that 
runs from the ear to the brain. Hair 
cells can also be damaged by envi- 
ronmental factors: they react badly 
to excessive pressure and can thus 
be destroyed by loud noises. And 
sometimes deafness is just the re- 
sult of anno domini: as people age, 
their hair cells tend to wither away. 
Unfortunately—and this is the key 
point—once a hair cell is gone, it is 
gone for ever. 

For years, therefore, the only 
remedy for deafness has been an 
artificial hearing aid of one sort or 
another. But now a small group of 
researchers is addressing the prob- 
lem of deafness directly. These 
ple are trying to understand the different 
ways in which hair cells may go wrong and, 
if their wildest dreams come true, to work 
out how to stimulate the growth of new and 
healthy ones to replace those that no longer 
work, or have never worked properly in the 
first place. 


Hair today, gone tomorrow 


Hair cells are delicate beasts. They seem to 
react to biochemical difficulties that other 
cells shrug off without even noticing. For 
example, Eric Lynch of the University of 
Washington, in Seattle, and Pedro Leon of 
the University of Costa Rica, in San Jose, re- 
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cently showed that malfunctions of a gene 
known as diaphanous—after its effects on 
the wings of fruit flies, the species in which 
it was first identified—also cause deafness 
in people. 

Diaphanous has a role in the assembly 
ofa protein called actin. But actin is a ubiq- 
uitous molecule. It helps to form cytoskele- 





Could you repeat that? My actin isn't working 


tons—the networks of proteinaceous fila- 
ments that give shape and stiffness to 
almost all cells. And, though it comes in 
various forms, not all of which are affected 
by a malfunction of the diaphanous gene, 
the form that is affected exists in brains, 
hearts, lungs and kidneys. A malfunction- 
ing diaphanous gene might therefore be ex- 
pected to cause all sorts of difficulties in 
these organs, but it does not. The tissues in- 
volved scarcely seem to notice the loss. 
Mutations affecting the production of 
actin's cytoskeletal partner, myosin, also 
cause deafness—as Karen Steel at Britain's 
Institute of Hearing Research in Notting- 


ham has demonstrated. Cytoskeletal fila- 
ments are usually composed of both actin 
and myosin, and tension within them is 
adjusted by the two proteins sliding past 
each other. This suggests that the correct de- 
gree of stiffness is critical to a hair cell's 
function—which is not surprising as its job 
is to detect vibrations. (When correctly 
stimulated, hair cells give out small electri- 
cal impulses which are carried to the brain 
by the auditory nerve.) Perhaps that is why 
minor genetic malfunctions of the cyto- 
skeletal elements are so significant: if a cell 
has the wrong tension it will not respond 
correctly to sound waves. 

Hair cells, then, are highly specialised 
ard very sensitive structures. And, in 
mammals, cells that are this highly dif- 
ferentiated (nerve and muscle cells, for in- 
stance) are usually created in the 
womb and expected to last a life- 
time. They do not naturally re- 
generate themselves. 

The idea that hair cells might be 
artificially stimulated to regener- 
ate was first conceived by Jeffrey 
Corwin. Dr Corwin now works at 
the University of Virginia, Char- 
lottesville, but he once did a stint at 
the University of Hawaii in Hono- 
lulu studying the local sharks. 
There, he discovered that the ears 
of adult sharks have hundreds of 
thousands more hair cells than do 
those of juveniles. Sharks, it turns 
out, continue to produce hair cells 
throughout their lives. 

Dr Corwin's discovery in 
sharks led him to wonder if hair- 
cell regeneration was possible in 
species more closely related to hu- 
manity. A couple of years ago 
Douglas Cotanche, one of Dr 
Corwin's collaborators who now 
works at Boston University, found 
that it was. 

Dr Cotanche decided to look at 
birds instead of fish. He found that if the 
hair cells of chickens are killed with genta- 
micin (one of several antibiotics that can 
also have this effect in people) or by expos- 
ing them to punishingly loud noise, new 
cells form from the so-called supporting 
cells of the cochlea. These supporting cells, 
as their name suggests, surround and sup- 
port hair cells, giving them extra rigidity 
and helping them do their job. 

Dr Cotanche's finding is now being fol- 
lowed up elsewhere. Last year, for example, 
Carl Oberholtzer and his colleagues at the 
University of Pennsylvania, in Philadel- 
phia, reported that the supporting cells of 
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healthy chicken cochleas (ie, ones with full 
complements of hair cells) can be induced 
to divide and grow into hair cells by treat- 
ing them with forskolin—a chemical used 
in the laboratory to boost levels of a sub- 
stance called cyclic AMP. 

This is an exciting discovery. It is not 
particularly surprising that cyclic AMP 
causes supporting cells to divide, because it 
is a signalling molecule that helps to con- 
trol the “cell cycle” (the series of events 
which takes place when one cell becomes 
two). That the result of such a division is 
two hair cells is, however, surprising. Al- 
though Dr Cotanche’s work showed that 
supporting cells have the potential to di- 
vide into hair cells, some extra external trig- 
ger resulting from an insufficiency of exist- 
ing hair cells might have been expected to 
be part of the process. 

Dr Oberholtzer’s study suggests this is 
not the case. The relevant molecular 
switches already seem to have been 
thrown, and the supporting cells, at least in 
chickens, are thus primed to go down the 
hair-cell path when they receive the signal 
to divide. 

What those molecular switches are, and 
how they might be thrown in mammals, is 
the subject of yet another piece of research, 
this time on America's other coast. In their 
laboratory at the University of California, 
San Diego, Linda Erkman, Allen Ryan and 
Michael Rosenfeld have created a colony of 
mice that lack a gene known as Brn-3.1. This 
gene carries the blueprint for a transcrip- 
tion factor—a protein that switches other 
genes into life. Without this transcription 
factor mouse embryos fail to develop hair 
cells in the first place. 

Though Dr Ryan and his colleagues 
have only just begun to explore which 
genes are switched on by the newly discov- 
ered transcription factor, there is a reason- 
able chance that they will turn out to be the 
collective elixir of biochemical life for hair 
cells. Indeed, Dr Ryan suspects that almost 
all of the genes which, when they fail to 
work properly, cause deafness (such as 
those discovered by Drs Lynch, Leon and 
Steel) will turn out to be under the conduc- 
tors baton wielded by Bm-3.1. A prelimi- 
nary comparison of the genes active in hair 
cells and those active in the surrounding 
supporting cells suggests that the distinc- 
tions between the two are the consequence 
of Brn-3.1’s activities. 

What can be made of such knowledge 
remains to be seen. It may be that switching 
on the Bm-3.1 gene in supporting cells will 
be enough to persuade them to differenti- 
ate into hair cells. Or a drug that mimics the 
effect of the transcription factor might be 
developed. But it looks as though Dr Ryan 
and his team may have hit on the key to the 
problem. The days of the hearing aid may 
be numbered. 


————a 
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Geophysics 


Hot earth 


EUTRINOS are the most abundant 

particles in the universe, and possi- 
bly the most useless. Of the roughly ten 
thousand trillion trillion that reach the 
earth each second (most of which are pro- 
duced by nuclear reactions in the sun), all 
but a handful pass straight through the 
planet as if it wasn’t there. So, though astro- 
physicists set underground traps for these 
neutrinos in order to learn more about the 
sun (and also about farther-off stars that 
happen to explode in neutrino-generating 
supernovae), they catch only a few thou- 
sand of them a year. 

Now, two separate groups of research- 
ers are proposing to look for neutrinos 
from the other direction. The earth beneath 
your feet (assuming you are not reading 
standing on your head) is liberally salted 
with radioactive elements. When these de- 
cay, they produce vast amounts of heat. 
This “radiogenic” heat (which is reckoned 
to be some 40% of the earth’s current heat 
output) helps to keep the mantle—the mol- 
ten rock which constitutes most of the 
planet—molten. It also drives convective 
flows within the mantle, and these flows 
shape the continents and keep them drift- 
ing over the earth’s surface. (They also liven 
things up from time to time with earth- 
quakes and volcanic eruptions.) 

The radioactive decay that produces 
this heat produces neutrinos, too. Counting 
those neutrinos could reveal how much ra- 
dioactive material the planet contains, 
where it is distributed, and how much heat 
it has provided. This may help to settle 





Nuclear power 


some old arguments about what the earth 
looks like on the inside. 

The basic idea behind this approach is 
not new, but up to now it has been impossi- 
ble to execute. The problem is first to detect 
terrestrial neutrinos—which have less 
oomph than the solar kind—and then to 
tell the two kinds apart. Raju Raghavan and 
his team at Bell Laboratories (part of Lucent 
Technologies) in New Jersey, and Mark 
Chen and his colleagues at Princeton Uni- 
versity in the same state, have indepen- 
dently pointed out that two detectors now 
being built offer ways to do this. 

The standard technique for catching 
neutrinos is to fill a tank with water and 
put it deep underground where other kinds 
of cosmic radiation will not interfere. 
When, ever so rarely, a passing neutrino 
runs headlong into an atom in the water, its 
energy is converted into a tiny flash of light, 
which signals its presence. The brightness 
of this flash depends on the neutrino's en- 
ergy, but the flashes that terrestrial neutri- 
nos make in water are too dim to see. 

Thetwo new detectors—Borexino, at the 
Gran Sasso underground laboratory in cen- 
tral Italy, and Kamland, in the Kamioka 
mine in central Japan—will contain oily 
liquids that convert neutrino energy into 
light in a more efficient way than water 
does. This should make terrestrial neutri- 
nos detectable. 

To distinguish them from the solar 
kind, Dr Raghavan and Dr Chen invoke the 
fact that most of the earth's radiogenic heat 
comes from uranium and thorium. A 
known percentage of the decaying atoms of 
these elements produce not neutrinos, but 
anti-neutrinos. When these anti-particles 
hit hydrogen nuclei in one of the new de- 
tectors, some of them will have enough en- 
ergy to set off a small chain of re- 
actions that produces two flashes 
of light of different brightnesses, 
a fivethousandth of a second 
apart. This allows them to be dis- 
tinguished from neutrinos of the 
regular kind, which almost al- 
ways give rise to but a single flash. 

Count the anti-neutrinos and 
you have a good idea of how 
much radioactive decay is going 
on in the earth, and hence how 
much heat is being released. 
Since the heat from radioactive 
decay is driving convection in 
the mantle, and since the more 
heat there is, the more the mantle 
is inclined to separate into layers 
instead of being a single, roiling 
mess, knowing the amount of 
heat will help geophysicists re- 
solve their differences about the 
nature of the earth's interior. 

But to make the measurement 
stick, experimenters would have 
to take care of another long-run- 
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ning dispute, this time in particle physics. 
There are three “families” of neutrino. 
Those produced in nuclear reactions—the 
ones that neutrino detectors can see—are 
all of one family, the electron-neutrinos. 
But neutrinos may be able to metamor- 
phose between families as they fly through 
space (or solid rock). If this is so, Borexino 
and Kamland may see up to 50% fewer neu- 
trinos than they otherwise would. 

Existing detectors have been trying to 
settle the question of metamorphosing 
neutrinos in order to solve some puzzles 
about the sun. But the new devices will be 
able to detect neutrinos not just from the 
sun and the earth, but from the world’s nu- 
clear power stations. The number of these 
that exist is accurately known, as are the 
kinds of neutrinos they should produce. 
Power-station emissions might therefore 
make a good enough yardstick for other 
measurements. If they do, the neutrino’s 
prized title of Most Useless Particle In The 
Universe may have to be given to some- 
thing else. 





Animal behaviour 


It's a dog's life 


FRICAN hunting dogs are probably not 
the sort of animal you would want to 
adopt as a fireside pooch. Their table man- 
ners would not do in the best drawing 
rooms, and their strictly carnivorous diets 
and efficient hunting methods have made 
them particularly unpopular with farmers. 
Indeed, so unpopular are they that only 
about 5,000 now exist in the wild and they 
are in imminent danger of extinction. 

What is odd about this lack of popular- 
ity is that hunting dogs have respectable so- 
cial lives and impeccable feminist creden- 
tials. The social discipline comes from the 
dogs’ hunting tactics, which allow them to 
run down large prey by working together. 
The feminist credentials arise from the fact 
that pack members are generally bossed 
around as much by the top female as by the 
top male, and are required to assist in the 
raising of that female’s young, regardless of 
how closely they are related to the pups in 
question. Also, unlike most species of social 
mammal—where it is the young males who 
are sent out into the wilderness to make 
their fortunes—amongst hunting dogs it is 
the females who have to brave the big, bad 
world outside the pack when they grow up, 
while their brothers remain at home. 

All very commendable. But as Martyn 
Gorman of the University of Aberdeen and 
his colleagues demonstrate in a paper just 
published in Nature, these politically cor- 
rect animals face hazards other than angry 
farmers. As often happens to the industri- 
ous, others are all too ready to rob them of 
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Laugh this off, buster 
the fruits of their labours. 

In this case the “others” are spotted hye- 
nas, which wait until the dogs have made a 
kill, and then move in to steal it. Such be- 
haviour is known to zoologists as klepto- 
parasitism, and Dr Gorman thinks it is à 
real threat to the dogs' survival. 

He and his colleagues measured the en- 
ergy expenditure of a pack of hunting dogs 
in South Africa. To do this, they used a trick 
called the "doubly labelled water tech- 
nique". This involves catching a dog and in- 
jecting it with water that has been "la- 
belled" with unusual isotopes of hydrogen 
and oxygen. These isotopes are not radioac- 
tive, but they are easy to detect with suitable 
apparatus because their atoms weigh more 
than those of the commonplace versions of 
the two elements in question. 

Four days after a dog has been injected 
and released back into the wild, it is recap- 
tured and a blood sample is taken. The 
amount of heavy hydrogen left acts as à 
baseline, being approximately propor- 
tional to the time since the original injec- 
tion. The amount of heavy oxygen that re- 
mains, however, will be related to how 
much energy the dog has used since the in- 
jection, because the chemical reactions that 
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ment internship. This is for a would-be journalist un- 
der 24 to spend three months of the summer on the 
newspaper, writing about science and technology. 
Our aim is more to discover writing talent in à sci- 
ence student than scientific aptitude in a budding 
journalist. Applicants should write a letter introduc- 
ing themselves, along with an original article of about | 
600 words which they think could appear in the Sci- | 
ence and Technology section. They should be pre- 
pared to come for an interview in London or Wash- 
ington, pc, this April, at their own expense. 
Applications must reach us by March ist and should 
be posted to: The science editor, The Economist, 25 St 
James's Street, London swiA 1HG, or e-mailed to 
casement@economist.com 





generate this energy use up oxygen and re- 
lease it into the atmosphere as carbon diox- 
ide. The less heavy oxygen left in a dog rela- 
tive to the amount of heavy hydrogen, 
therefore, the more energy the dog has 
used—and it is possible to calculate, with a 
fair degree of accuracy, just how much en- 
ergy that amounts to. 

According to Dr Gorman, a dog ex- 
pends 15.3 megajoules of energy during a 
day (a human office worker, for compari- 
son, expends 8-12 megajoules and weighs 
about three times as much). This energy is 
not, however, spent evenly. The team esti- 
mates that when a dog is hunting (which it 
does for about 3 hours a day, if it is al- 
lowed to keep all the food it catches), it uses 
up 25 times as much energy as when it is 
just pottering about, or lazing in the shade. 

A 3%-hour working day might not 
sound too onerous, but because hunting is 
so energy-intensive, the dogs live on the 
edge of a nutritional precipice. If hyenas 
start stealing their food (which they are fre- 
quently seen to do), the dogs must hunt to 
replace not only the missing food energy, 
but also the extra energy they use for the ex- 
tra hunting they have to engage in. Accord- 
ing to Dr Gorman’s calculations, it takes 
only a 25% loss of food to hyenas to increase 
a dog's working day to 12 hours—a figure 
that is unsustainable. 

That would explain the hostility that 
hunting dogs tend to show to hyenas 
(which are significantly larger animals)— 
and also why, in areas where hyenas are 
abundant, dogs tend to be scarce. It also 
suggests that efforts to conserve what re- 
mains of Africa's hunting-dog population 
are best concentrated on areas where hye- 
nas are rare. For, even if laws protecting the 
dogs against human depredations can be 
enforced, hyenas can't be prosecuted. 
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MOREOVER 


Is it life or is it Mamet? 


IEW YORK 


A new film about White House scandals, **Wag the Dog", sounds too close to 
ife to be true. David Mamet, who wrote it, is used to this sort of success 


OR its makers, this must be one of the 

luckiest pieces of timing in screen his- 
ory. In “Wag the Dog”, a satire of White 
douse life from New Line Films, the presi- 
lent is caught fondling a teenage girl in the 
val Office. As conservative opponents cir- 
‘le fora kill, spin-doctors led by Rob- 
‘rt De Niro rally to save his presi- 
lency. Their answer is a virtual war 
vith Albania, concocted by a Holly- 
vood producer (Dustin Hoffman), 
vho conjures up faked combat foot- 
ige, a rousing song and a released 
prisoner of war", actually a con- 
ricted rapist, who returns home to 
»atriotic fanfare. 

"Wag the Dog" is another show- 
ase for David Mamet's dramatic 
lifts, not least a knack for topicality. 
‘he film's director, Barry Levinson, 
alled in Mr Mamet to doctor the 
cript, taken from “American Hero”, 
i novel by Larry Beinhart. Mr Mamet 
idded vaudeville-inspired dialogue 
ind a borsch-belt buddy bond be- 
ween Messrs De Niro and Hoffman. 
n its fifth week of release, “Wag the 
Jog” is showing in 1,750 cinemas 
cross America. Its burlesque is so 
woad and comic premise so wild 
hat few viewers are likely to mistake 
t for real politics. But in the present 
limate, you never know. 

Whether you agree or not with 
ohn Lahr, who wrote in the New 
'orker last November that Mr Mam- 
t belonged “in the pantheon of this 
entury's great dramatists", there is 
to mistaking his taut dialogue, typi- 
ied by its short bursts of back talk: 
You're asking?", "I'm asking?" At his type- 
riter in Vermont, crew-cutted Mr Mamet 
;a literary turbine: he has written 22 plays, 
wo novels and 14 screenplays, five of 
ihich he has directed himself. 

"The Spanish Prisoner", his latest film, 
akes its title from an old confidence game 
n which a foreigner claiming to have lost 
vealth and position prevails on an inno- 
ent to help him with a small sum of 
noney—an amount that grows and grows. 
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The film is written in Mr Mamet's com- 
pacted, philosophising guy-talk. A prac- 
tised conman, for example, offers advice: 
"People aren't that complicated, Joe. Good 
people, bad people, they generally look like 
what they are." 





Can De Niro and Hoffman save the White House? 


The world of small business is a favour- 
ite setting of Mr Mamet's, allowing him 
rich play with stratagems, dreams of wealth 
and deceits. The lead character in “The 
Spanish Prisoner" is a young inventor who, 
like many people of ideas, thinks he is mak- 
ing less money than he deserves. In devis- 
ing a scheme to correct this, he falls victim 
to a shrewder scheme. 

In contrast to *House of Games", which 
Mr Mamet called a film noir, he considers 


"The Spanish Prisoner" a *light thriller". It 
makes nods to Hitchcock, whom Mr Mam- 
et credits with inventing the self-mocking 
mystery. There is a lightness that was miss- 
ing in earlier Mamet films, which suffered 
from stilted camerawork and machinegun 
dialogue that audiences found heavy. Cast- 
ing Steve Martin as the villain does not 
hurt. Nor does an ingenious ending. 

Not that Mr Mamet lightened up for 
good. There was not much playfulness in 
"The Edge", another Mamet script which 
reached the screen last autumn. This was a 
classic tale of two men stranded in the wil- 
derness. "What's life without adventure?", a 
fashion photographer asks a billionaire as 
they fly over Alaska. When their tiny aero- 
plane plunges into an icy lake, all 
that separates them from the nearest 
soul is 30 miles of mountains and a 
belligerent grizzly bear. They realise, 
en plus, that they both want the same 
woman: its man against man 
against bear. 

Why so much cinema from a 
man whose career was made writing 
for the stage? Mr Mamet jokes that 
his work has finally made it past 
hack script-readers who prefer fun- 
to-read screenplays packed with vi- 
sual description and interior mono- 
logue. His scripts are mostly bare- 
boned dialogue and directions for 
the cameraman. For another thing, 
script-doctoring projects like “Wag 
the Dog” help pay the bills. But most 
revealingly, he says that, at 50, he 
finds plays more difficult to write: 
having mastered a craft, getting bet- 
ter has got harder. 

Is this not self-improvement out 
of hand? It is almost as if he had cre- 
ated a literary pentathlon to push 
and test his abilities, making each 
form a hurdle to jump or an object to 
lift or throw. Inevitably, the results 
are mixed. His output is staggering. 
On top of the recent films, Mr 
Mamet has a stage work, “The Old 
Neighborhood”, on Broadway, and 
he has just brought out a novel and a 
book of essays about acting. 

In “True and False; Heresy and Com- 
mon Sense for the Actor", Mr Mamet's ad- 
vice to aspiring actors reflects his signature 
brashness: forget schools, famous teachers 
and intellectuals. Get on the stage and 
work. Take risks. If you don’t succeed, at 
least, unlike the less brave, you'll have your 
honour. This tough guy’s selfhelp is easy 
advice from a man who has triumphed. 

Mr Mamet's new novel, “The Old Reli- 
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Tough-talking Mamet 


gion”, is anything but brash. It takes on race 
hatred and Jews in America presented 
through the musings of Leo Frank, a Jewish 
factory manager in Atlanta who was 
lynched in 1915 by a white mob after his ar- 
rest for the killing of a young girl, a crime 
that Frank did not commit. Frank's murder 
became something ofan American Dreyfus 
case at the time, and Mr Mamet's book ap- 
pears now just as historians are looking 
anew at the Frank case. 

Jokes aside, Mr Mamet's first loyalty is 
to the theatre, and here his work is probably 
his most personal “The Old Neigh- 
borhood”, a trio of short plays, returns to 
Mr Mamet's native Chicago and to its stac- 
cato speech rhythms, except now his char- 
acters are middle-aged and confused. Fam- 
ily, marriage and the return to Judaism 
have all fallen short of their promises. For 
these casualties, humour rather than testos- 
terone soothes the wounds. 

Success helps, too. Unlike many of his 
peers among playwrights, Mr Mamet has 
kind words for Hollywood and the film 
business, especially for the producer of 
"The Spanish Prisoner" who, he claims, 
simply gave him the money to make the 
film and said, *See you at the opening." As 
only Mr Mamet would put :t, that was "like 
the perfect girlfriend, who makes love until 
two in the morning, and then turns into a 
pizza." Few directors have that kind of free- 
dom, and even fewer direct their own 
scripts under those conditions. Hollywood, 
Mr Mamet says, quoting a veteran agent, 
"is a bunch of ravenous, rapacious swine, 
but when I go out there, so am I.” 

Cocky he may be, but Mr Mamet admits 
that he has been treated as other dramatists 
have: directors and producers have at times 
ruined his scripts. For good or ill, he says 
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reflectively, they pay for the privilege. And 
soon they will have their hands on another 
Mamet script: a screen adaptation of the 
Terence Rattigan play, “The Winslow Boy”, 
a tale of a naval cadet expelled for stealing a 
postal order and vindicated by a loyal fa- 
ther who spends the family money proving 
his innocence. 

Fickle audiences may soon long for that 
gentler, purer sort of scandal. First, though, 
they will get “Primary Colors”, due in 
March, a film of a roman à clefs about the 
1992 presidential race, with John Travolta 
as a lightly disguised Bill Clinton and 
Emma Thompson as his wife—not to men- 
tion, of course, buckets more daily muck- 
raking reports from the White House lawn 
and from lawyers’ offices that even Mr 
Mamet would be hard put to invent. 


— — ÀÀ D 


Sundance film festival 


Punted 


PARK CITY, UTAH 


UNDANCE is billed as the independent 

film festival where "great minds meet 
celluloid." Well, celluloid, alas, was stood 
up. Watching some of the films you had to 
ask if there was a mind behind them at all. 
But with so many films to see, there were 
bound to be some that were not stinkers. 
And so for followers of what used to be 
called "art" cinema, here are some promis- 
ing picks for 1998. 

Among recurring themes in this year's 
feature films were shoplifting, Hasidic 


Jews, peeping Toms, corporate downsizing 


and that current crowd-pleaser—vomiting. 
"Pr" (as in 3.14159 . ..), by Darren Aronofksy, 
won the director's award, perhaps for being 
so different. Sumptuously shot in black 


and white, "Pi" gives a sympathetic portrait 
of Max Cohen (played to neurotic effect by 
Sean Gullette), a brilliant mathematician. 
maybe crazy, maybe not, whose science 
leads him to a mystical insight. 

"Four Weddings and a Funeral" (1994) 
was the biggest commercial success of any 
Sundance-launched film to date. This year 
the festival kicked off with another British 
romantic comedy, Peter Howitt's "Sliding 
Doors". Not only is it funnier and more in- 
ventive than “Four Weddings". It boasts a 
dishier American lead in Gwynneth Pal- 
trow. A crafty screenplay delivers on an in- 
triguing premise that exploits parallel story 
lines: the film shows what happens when 
Ms Paltrow catches an underground train 
(she finds her man in bed with another 
woman) and misses the same train (she re- 
mains unaware of his infidelity). 

"Girls" Night" is a more modestly bud- 
geted British film that brings together two 
fine actresses—Brenda Blethyn and Julie 
Walters—to good effect. This story of two 
working-class women from northern Eng- 
land (one is dying of cancer) mixes “Coro- 
nation Street" with "Thelma and Louise". 
When the two women win big on bingo 
they decide to head for Las Vegas, where 
they make an unlikely friend in a cowboy 
played by Kris Kristofferson. 

"A Price Above Rubies" is an engaging 
fairy tale. The director, Boaz Yakin, creates a 
sympathetic portrait of Sonia (Renée 
Zellwegger) a Hasidic woman who feels 
constrained by sexist Hasidic mores, and 
by a marriage toa pious husband. It isa lyri- 
cal, even-handed film, and is strong also in 
the magical scenes involving Sonia and her 
dead brother. 

"Lawn Dogs", set in suburban Ken- 
tucky, is also lyrical. Devon, a ten-year-old, 
lives in the stuffy, gated community of 
Camelot Gardens. She has a dodgy heart, 





Paltrow misses the train, but catches the applause 
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9 friends and socially ambitious parents 
ho, she feels, treat her as an object. She 
so has a penchant for fairy tales. When 
ie stumbles on the shack occupied by 
rent, a local lawnmower man, she thinks 
1e has discovered a wizard's lair. The two 
rm a secret and innocent friendship. 

“Lawn Dogs” is saved from senti- 
ientality by the filming and by the strong 
:ting of Sam Rockwell, an up-and-comer 
ho brings out the hopelessness of Trent's 
osition as underclass trash. Mr Rockwell, 
ho made a mark in 1997 at Sundance in 
Vr Vincent”, also starred this year oppo- 
te Joe Mantegna in “Jerry and Tom”. 

There was, in general, a lot of sterling 
:ting wasted in flawed films: John Good- 
ian in the otherwise dire “Big Lebowsky", 
1e much anticipated new offering by the 
oen brothers of *Fargo" fame; Robin Tun- 
ey in “Niagara, Niagara"; Sean Hayes in a 
iy romance *Billys Hollywood Screen 
iss” and, above all, Aden Young, who fills 
ie screen like a star, in "Under Heaven". 

As films, the documentaries were alto- 
ether more reliable. Ken Burns's new work 
Frank Lloyd Wright" made that much 
Imed and written-about great architect 
me alive. "The Saltmen of Tibet" is an ex- 
aordinary Swiss film which tracks a Ti- 
etan pilgrimage to a holy salt lake in 
orthern Tibet. 

Michael Moore, an engaged, foot-in- 
1e-door documentary maker famous for 
Roger and Me" (1989) about job closures 
1 Flint, Michigan, picked up the theme of 
Ye discarded little guy in “The Big One". 
larmed at having to travel America on à 
ook tour sans camera, Mr Moore per- 
1aded the BBC to pay for a covert docu- 
ventary. With a skeleton crew, he docu- 
ents the banal comedy of a book tour and 
ikes unannounced side-trips to corporate 
ffices. The camera runs, no matter what. 
ventually, and not surprisingly, he has a 
oarks-flying showdown with one of his 
iggest prey, Phil Knight, the boss of Nike. 

Fittingly, Sundance's jury prize for fea- 
ire films went to "Slam", an angry but 
onvincing film about a street poet jailed 
yr cannabis possession. It was shot in 
lack and white on location inside a Dis- 
‘ict of Columbia jail. Many of the prison- 
rs appear in their own parts as actors. De- 
pite its depressing subject-matter, "Slam" 
nds hopefully for the poet. The jury prize 
or best documentary was split between 
The Farm", about life in a Louisiana 
rison, and “Frat House"—an often nause- 
ting look at a fraternity house to which the 
irectors gained access only by agreeing to 
ndergo hazing themselves. 

At Sundance, there was some light re- 
ef. “Junk Mail", a quirky debut for a Nor- 
vegian director, Pal Sletaune, raised laughs 
vith the letter-opening antics of the world’s 
vorst postman. 
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Art in London restaurants 


MOREOVER 


Watching where you eat 


S EVOLUTION goes, from cave to res- 
taurant is not a huge leap. Neolithic 
artists painted walls with what they hunted 
and ate. So nowadays art counts more and 
more in the chase to create fashionable res- 
taurants: what's on the walls can matter as 
much as what's on the plate. Nowhere is 
that truer than London, which may not 
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Scrubbing up before serving up 


have the world’s best food, but as a French 
restaurant critic ruefully admitted not long 
ago, probably does have more than its share 
of chic eateries. 

At Pharmacy in Notting Hill, do not ex- 
pect to get your Prozac or Seroxat. This new 
venture of Damien Hirst's, perhaps Brit- 
ain's best-known conceptual artist, is a res- 
taurant. In its pristine, terminally smart 
space, the waiters wear grey hospital garb 
designed by Prada and serve an "anaes- 
thetic compound" (vodka, chartreuse and 
krupnik) from a bar lined by pharmaceuti- 
cal packets. The medicine chests recall the 
Hirst displays “Holidays” and “No Feel- 
ings" in London's Saatchi collection. 

Quite different is the world of the Tate 
Gallery restaurant, where murals by Rex 
Whistler cover the four walls. His "Pursuit 
of Rare Meats", painted in neo-classical 


Art is coming to count as much as food in smart London restaurants 


style, shows a late-Victorian hunt setting 
out from a palace; maids wave from the 
windows, children bathe under a nearby 
bridge. On its (ultimately successful) jour- 
ney through mountains and forests in 
search of wild quail, sturgeon and truffles, 
the party encounters a unicorn and a leop- 
ard, resists the temptation of mermaids, 
and drinks scented tea with 
Chinese mandarins. Whistler, 
who died at 39 in military ac- 
tion in 1944, had an enchant- 
ing eye for curious detail, and 
painted well. 

Good art in restaurants de- 
pends on owners with cour- 
age and original taste. Chris 
Corbin, who co-runs The Ivy 
in London's theatreland, re- 
calls Peter Langan's restaurant 
in the 1970s: "It wasn't like 
any other restaurant, | remem- 
ber walking in, and they were 
nailing a David Hockney to 
the wall with six-inch nails.” 
Langan, who died in 1988, has 
left behind two art-rich restau- 
rants: his Brasserie off Picca- 
dilly, and Odins. At the latter, 
opened in 1965, David 
Hockney and a fellow art stu- 
dent, Patrick Proctor, eked out 
their grants by helping in the 
kitchens. Langan was then 
chef, until he relaunched 
Odins himself two years later. 
Semi-hidden at Odins among 
lush Art Nouveau lamps and 
mirrors, portraits of Edwar- 
dian society beauties and aca- 
demic landscapes, are works 
by Messrs Proctor, Kitaj and Hockney. The 
fine and subtle drawings by Mr Hockney 
immortalise Langan the restaurateur in red 
braces, with dishevelled hair. 

In “The Ivy: The Restaurant and its Rec- 
ipes” (Hodder and Stoughton; £25), A. A. 
Gill surveys a frenetically composed day in 
the life there. This, he says, is “the pre-emi- 
nent club of the British theatre, drama’s 
green room”, and he speculates that its two 
40-something male owners have “in- 
venzed a perfect world with the glamour 
and sophistication that their compara- 
tively bleak provincial childhoods never 
had.” The setting is indeed the antithesis of 
bleak. Leading contemporary British art- 
ists—Peter Blake, Howard Hodgkin, Patrick 
Caulfield and others—were commissioned 
to make site-specific works for The Ivy’s re- 
launch in 1990. A bronze entrance screen 
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by Eduardo Paolozzi greets the visitor with 
a jazzy flourish and bold Art Deco curli- 
cues. It is reminiscent of first-night glamour 
of earlier times, when Noel Coward and 
Marlene Dietrich were Ivy-habitués. Up- 
Stairs, in a dining room available for hire, is 
museum-quality 20th-century British art, 
including works by David Bomberg, Jacob 
Kramer and Keith Vaughan. 

In Soho's Dean Street, at two nearby 
establishments, important aspects of Brit- 
ish art from the 1950s to the present day can 
be imbibed and consumed. The Colony 
Room, a private members' drinking club, is 
a small, brashly green-painted space up 
some narrow stairs. Many a famous British 
artist has tumbled down those stairs into 
the Soho streets to be amazed that it was 
light (or dark). Run at one time by the scan- 
dalously witty Muriel Belcher (painted sev- 
eral times by Francis Bacon), the Colony 
Club is evoked in paintings, letters and car- 
toons on its walls. For Bacon, whose pres- 
ence is recalled in ubiquitous photographs 
and signed posters, the Colony was “a 
place to go where one feels free and easy". 
His fellow "School of London" artists, 
Lucien Freud, Frank Auerbach and Mi- 
chael Andrews, whose large, hessian, Bon- 
nard-inspired mural still hangs here, suf- 
fused with three decades of nicotine, felt 
the same. Since Bacon's death in 1992, a 
new generation of British artists, notably 
MrHirst—one of whose coloured dot paint- 
ings hangs over the bar—and the portraitist 
Justin Mortimer, also represented here, 
have made this their own watering hole. 

Down the road, the restaurant Quo Va- 
dis has become a showcase for Mr Hirst's 
own private collection of contemporary 
British art—by himself and his friends. 
Works veer from the jokily banal—a 
fibreglass banana skin, a framed set of re- 
ceding cigarette ends—to deliberately dis- 
orientating pieces. An example is a stark set 
of black-and-white photographs by 
Tomoko Yoneda, showing heat burns on 
peeling wallpaper above a radiator, inte- 
rior shots of poverty positioned in such a 
way as to provoke and unsettle the 
upmarket diner. Having dined on spit- 
roast suckling pig with apple sauce in the 
ground floor restaurant, he or she may go 
upstairs to the bar for a drink—only to be 
leered at by two bulls’ heads (displayed in 
matching glass cases by Mr Hirst), pickled 
and puckering in formaldehyde. A form of 
culinary justice perhaps. 

Cosmopolitan London is reflected, too. 
Chor Bizarre, an Indian restaurant in New 
Delhi, has opened a branch in London’s 
Mayfair. It is a fabulous and magical set- 
ting, furnished entirely with antiques (In- 
dian and colonial European) bought in the 
markets of India. There are inlaid camel- 
head benches and painted peacock-and- 
lion chairs from Rajasthan, a table made 
from a traditional Indian four-poster bed 
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decorated with embroidered cloth of gold, 
Hindu devotional paintings, showcases 
housing exquisite jewellery and carved 
peasant objects. Many of the works are for 
sale. To dine here is both an educational 
and aesthetic experience. 

The visitor to a restaurant in the Four 
Seasons Hotel near Hyde Park will be as- 
tonished to find a room there full of paint- 
ings by an Australian artist, Robert Camp- 
bell Junior, who died in 1993, aged 49. “He 
was perhaps the finest of the first genera- 
tion of urban Aboriginal artists,” says a 
London-based Australian art dealer, Re- 
becca Hossack. His pictures, composed of 
beautifully fluid lines and dots, depict an 
innocently imagined outback where peo- 
ple are happily encamped among kanga- 
roos, snakes, trees and spinifer grasses. In 
one quite different picture, however, an 
atom bomb (its cloud painted in familiar 
tiny dots) is being detonated at the geo- 
graphical heart of the Australian continent. 
A disturbing image in a temple of haute 
cuisine. Anyone for mushrooms? 





Verse in the headlines 


Poetic justice 


oy have to forgive them, they get 
so little attention,” John Ashbery, an 
American poet, once drily replied when 
asked why poets made such big claims for 
their art. Ted Hughes, Britain’s poet laure- 
ate, has had the sort of public attention this 
past fortnight few poets get in a lifetime. 

On January 27th, he won the Whitbread 
prize—in competition with a novel and a 
biography—for “Tales from Ovid"*, a re- 
working of the Latin poets "Metamor- 
phoses". Only days before, the Times had 
finished serialising “Birthday Letters"!, a 
moving verse tribute to his wife, Sylvia 
Plath, a poet and feminist icon, who killed 
herself in 1963. 

The Times gave "Birthday Letters" the 
tabloid treatment, with pic- 
tures of Plath at the beach, por- 
traits ofthe star-crossed lovers 
in oval frames and a banner 
headline over the first day's 
double-page spread which 
read: "The literary love affair 
that turned to tragedy". In an 
op-ed piece, Andrew Motion, 
a biographer and poet also 
published by Faber, wrote 
that "there is nothing else like 
it in literature" and that *this 
book will live", souped up by a 
headline writer to read "live 
forever". Plaudits continued 
*Faber; £14.99. Farrar, Straus; $20 
'Faber; £14.99. Farrar, Straus; $25 
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through the week. Mr Hughes was ever 
greeted as a new Hardy or Auden. The 
Times is rumoured to have paid arounc 
£150,000 ($250,000) for serialisatior 
rights—an astonishing sum for poetry if it i: 
even remotely accurate. 

As verse, the book has its highs anc 
lows, though the tone is powerful through 
out. Read for literary score-settling, it wil 
disappoint. Marianne Moore, a grandet 
among modern American poets, is dis 
patched to the second or third circle of hel 
for returning without comment some 
verses a frail, unsure Plath had shown her 
But for the rest, what knives there are stay 
sheathed. Mr Hughes is a striker of memo 
rable phrases and imagery, but his free 
verse can turn slack or clumsy. Like letters 
home or holiday postcards, many of the 
best poems recount happy or awful epi- 
sodes in their lives together. In these, his 
puzzled concern for a fragile wife is imme 
diately engaging. Trying to make sense ol 
Plath's despairing obsessions, Mr Hughe: 
reaches for darker myths and animal sym 
bols. His glosses of Plath's "Ariel" poem: 
will be disputed. But whose reading of a 
poem is ever final? If, as they are bound tc 
be, *Birthday Letters" are taken as replies tc 
the charge of male heartlessness from biog 
raphers and critics who took Plath's side 
Mr Hughes comes over as a fundamentally 
loving but helpless bystander. 

Mr Hughes is a secretive man and it is 
striking that he should have chosen to open 
himself up in such a way. This was a book 
he once said he would not write. Was this 
not the man who in 1970 rounded in fury 
on a critic and fellow poet, Al Alvarez, for 
attempting, in a book on suicide, to write 
about him and Plath? Then he wrote: “It is 
infuriating for me to see my private experi- 
ences and feelings reinvented for me, in 
that crude, bland, unanswerable way, and 
interpreted and published as official his- 
tory—as if I were a picture on a wall or some 
prisoner in Siberia. And to see her used in 
the same way." The difference is that "Birth- 
day Letters" are his words. 
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“Think India. Think Taj.’ 


The Taj Mahal Howl Bombas: old world elegance with modern style 


"The Taj Group offers you more and varied ways to enjoy the wonders of India than any other 
hotel group, quite simply, because we are larger than all the rest. TA] LUXURY HOTELS: 
eight international grand luxe hotels, in all major cities, led by the legendary Taj Mahal 
Hotel, Bombay. TA] RESIDENCY HOTELS: per business hotels Iced in the heart 
of India's key commercial centres Gi 1d a A GN P E TE 
TA] LEISURE HOTELS: idyllic Beach 
Resorts, the majesty of genuine Palaces, 
intimate Garden Retreats in beautiful, natural 


surroundings and delightful Cultural Centre 





Hotels in places with historic attractions." 


Lake Palace, Udaipur: unimaginably opulent, wniquely mmanquil 


TA] LUXURY HOTELS: The Taj Mahal Hotel, Bombay; The Taj Mahal Hotel, New Delhi; Taj Palace Hotel, New Delhi; 
Taj Bengal, Calcutta; The Taj West End, Bangalore; Taj Coromandel, Madras; The Taj Mahal Hotel, Lucknow; Taj Samudra, Colombo. 


TA] RESIDENCY HOTELS: Taj Residency, Bangalore; Taj Residency, Hyderabad; Taj Residency, Visakhapatnam; 
Taj Residency, Aurangabad; Taj Residency, Ernakulam; Taj Residency, Indore; Taj Residency, Nashik; Taj Residency, Calicut. 


TA] PALACE HOTELS: Rambagh Palace, Jaipur; Jai Mahal Palace, Jaipur; Lake Palace, Udaipur. 


TAJ RE SORT HOTELS: The Aguada Hermitage, Goa; Fort Aguada Beach Resort, Goa; Taj Holiday Village, Goa; 
Fisherman's Cove, Madras; Taj Lagoon Resort, Maldives. 


TA] GARDEN RETREATS: Taj Garden Retreat, Madurai; Taj Garden Retreat, Coonoor; Taj Garden Retreat, Kumarakom; 
Taj Garden Retreat, Varkala. 


TA] CU LTURAL CENTRE HOTELS: Taj-View Hotel, Agra; Taj Ganges, Benares; Hotel Chandela, Khajuraho; 
Hotel de L'Annapurna, Kathmandu; Taj Malabar, Cochin. 








XK 
iP 
A THE TAJ GROUP of HOTELS 
This ix not an exhanettine Lot vf proporties 
THE TA} GROUP. INDIA'S first. SOUTH ASIA'S finest. CENTRAL RESERVATIONS FAX IN BOMBAY: (91-22) 283 7272 


$9 
OR CALL U TE L L OR YOUR TRAVEL PLANNER. 


A colourful directory of the Hotels is available. Please fax your request to (91-22) 283-7272 quoting “TAJECONOMIST” 


^. 


d 


| when 


- * 
Ta li 





| 
| 
| 
| 


| cans were taking heavy losses as 


| bert Islands(now the small inde- 
| pendent state of Kiribati), was 


| greatly reinforced the garrison of 


pe LL meum 


= T +% 
y f- i 1" M Eee t N W SRT " T MEUM 


3 | OBITUARY | | 


Ralph Smith 


HEN Sir Charles Napier 

conquered Sindh in 1843, 
he reported the factin a memora- 
bly laconic way. "Peccavi" (“I 
have sinned”) was the message 
he sent to the governor-general 
of India. The record for brevity in 
military dispatches remained 
largely unchallenged until 1943 
Major-General Ralph 
Smith captured the Pacific atoll 
of Makin from the Japanese. 
“Makin taken,” he reported, al- 
literatively, if not classically. 

A Latin pun would hardly 
have amused Douglas MacAr- 
thur, General Smith’s boss in the 
Pacific campaign. The Ameri- 


they fought from island to is- 
land. Makin, an atoll in the Gil- 


seen by MacArthuras a key to re- 
gaining the central Pacific. In 
1942 a party of marines, landed 
by submarine to probe the Japa- 
nese defences of Makin, had 
been hurriedly withdrawn, leav- 
ing behind some of their com- 
rades who were subsequently ex- 
ecuted. (A Hollywood film 
fictionalising the incident 
starred Ronald Reagan.) 

By the time the Americans 
were ready to attack more thana 
year later the Japanese had 


Makin and neighbouring atolls. 


| The Americans assembled a fleet of 200 ships, including 12 bat- 
. tleships, and pounded the islands with so much metal that even 





today the reefs are only slowly recovering (which is important for 
Kiribati, threatened as it is by rising tides caused, it is believed, by 


| global warming). 


But the attack was nearly a disaster. Most of the Japanese de- 
fenders had survived the bombardment in deep bunkers. The 
Americans’ landing craft were wrecked on submerged coral that 
had not been surveyed. General Smith recalled that as the first 
groups of Americans struggled ashore, three-quarters were killed 
or wounded. The tanks that made it to the beach proved to be 
flimsy. “For a time it did not look good,” he said. “I wonder what 
Pershing would have made of it.” 


Over there 


John Pershing (1860-1948) was the commander of American 
forces in Europe in the first world war. Ralph Smith, a young lieu- 
tenant just out of college. had been taken under Pershing’s wing 
on an expedition against Pancho Villa, a Mexican revolutionary 
(or some say a bandit) whose men had killed a number of Ameri- 
cans. After riding around Mexico on horseback rather fruitlessly 
for several months in search of Pancho, Lieutenant Smith went to 
France with Pershing in 1917. The fresh young Americans were 





Ralph Corbett Smith, a soldier of war and 
peace, died on January 21st, aged 104 


sent straight into battle and 
tipped the balance in the weary 
war of attrition on the western 
front. A year later the war was 
over. 

Most 
friends happily returned to civil- 
ian life, but he stayed in the 
army. Although he remained an 
infantryman all his career, he 
was a keen student of the growth 
of air power. During the success- 
ful Meuse-Argonne offensive 
(where he was wounded but 
fought on and received a battle- 
field promotion to major) he 
had seen how the rudimentary 
American air force was a key to 
the battle. He learned to fly; his 
pilots licence was signed by 
Orville Wright, then head of 
America's aviation authority. 

In lectures between the wars 


develop its air defences, a warn- 
ing that became a prophecy 
when Japanese aircraft de- 
stroyed much of America's fleet 
at Pearl Harbour in 1941. Amer- 
ica did learn quite quickly. As 
General Smith and his men 
fought on from Makin to Saipan 
and eventually to Okinawa they 
were supported by 17 carriers 
holding almost 1,000 aircraft. 

On a visit to Europe shortly 
after the end of the war, General 
Smith was appalled by the de- 
struction of many great cities (mostly as a result of aerial bomb- 
ing) and the widespread hunger. He learnt that America had 
stacked away millions of packs of food, each containing tins of 
soup, Spam and other delicacies, designed to feed soldiers in a 
proposed attack on Japan. General Smith and his men had been 
spared that by Japan's surrender. This was the food for which Eu- 
rope was desperate. 

Millions of the packs came to European stomachs through 
CARE, the acronym fora voluntary organisation called the Co-op- 
erative for American Remittances to Europe. A donor would pay 
$10 to send a pack to “a hungry occupant ofa thatched cottage" or 
"a school teacher in Germany". General Smith was its chief in 
France. 

These days CARE, now called the Co-operative for Assistance 
and Relief Everywhere, is busier than ever, with a staff of some 
9,000, but has turned its attention from the now rich countries of 
Europe to Africa and Asia, where it not only tries to keep hunger 
at bay but provides health care and other services. For long after 
General Smith retired to California (outlasting his comrades to 
become theoldest seniorofficer in the American army)he kept in 
touch with CARE. “Yes, I killed a few people,” he once said. “That 
is sometimes a soldier's duty. But I like to think I helped to save a 
few lives too." 


at West Point and other military | 
institutions he urged America to | 


| 
| 
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of Ralph Smith's | 
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BUSINESS AT OXFORD 





The Oxford Strategic 


Leadership Programme 


Is a laboratory for leadership, a test-bed for models and 
ideas which challenges participants to develop their own 
thinking and skills and then prepares them to put these into 
action as-leaders. 


SS A fizzing mix of exciting concepts, demanding team 
projects and hard won insights from business leaders - all 

Se orchestrated by top-class tutors - the Oxford Programme 

_ has shaken the preconceptions of a generation of leaders. 


Have you the potential to join a hand-picked group ofhigh 
calibre international executives as they work out their own 
answers to the crucial questions of leadership? 


10-15 May; 15-20 November 1998 


(COMITE a poll PIN lh M seii aliua MMOL GN MOUSE we Daag awe See EO se 


Return to Dorothy Cooke, Templeton College, Oxford, OX1 SNY. UK 


Please send details of the Oxford Strategic Leadership Programme 
Name: Address: 





Templeton SAID 
RUE Dro LAE a IRAE 
Oxford je a eee 9 WE ca MERE SCHOOL 


Tel: +44 (0)1865 422500 Fax: +44 (0)1865 422501 
Email: dorothy.cooke Q templeton.oxford.ac.uk 
Internet: http://www.templeton.ox.ac.uk 
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* Earn your MBA i inf 

. Day, evening, o or weekend c 

“© Study on a campus repres COL 

* Complete your degree in London, Atlanta, 
Los Angeles or Dubai 

«U.S. accreditation 


The American College's culturally diverse 
campus is the perfect place to focus on 
E: international business, one of the fastest growing | 
business segments. Bachelor of Business M 
- Administration degree also available. : í 


d) 1 10 EO High € Street, London Wi M 3DB 
Tel. (+44 171) 486-1772 (Outside the UK) 
| (0800) 100-777 (in the UK) 


The LSE Summer Schools 4 1998 - 
Economics Summer Schoo! 


Session One EN 
29 June - 17 July ‘98 
| * Introductory Macroeconomics 
| * Statistics for Economists 
- |-* Introduction to Econometrics 
oo. * Intermediate Macroeconomics 
^|; * Economics of Information and 


Session Two: odisse. 
20 July - 7 August 98 — 
* Introductory Microeconomics 
. * Principles of Accounting 
<+ Intermediate Microeconomics 
* Economics of European 
Integration SG | 
. * Advanced Microeconomics. 





















E Management. 
Sv b. * Economic Perspectives on. * Advanced Econometrics” 
| Society. . Finance | 


`> Advanced: Macroscdnomics 
gp. bausti Orgartontan. 


N is at + 44 (0) 171-955 7554/7439 
jool : fax: + 44 (0) 171-955 7674 

-— . L email: ess@lse.ac.uk 

ics. http:/wwwise.ac.uk/summer- 

e : sSohbolslegonomics! * 











Houghton Street 
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or The Economist Intelhli- 


gence Unit's s Which MBA? A critical 


à guide to the world’s best programmes, 


Up Performance-Based No GMAT 


or Bachelor's degree is required. 


International More than 8,000 


active students in. 120 countries— 


over 3,000 in North America. 


Non-Residential Exams are held 


twice each year in locations across 


the US, Canada, and worldwide. | 


Prestigious C TO year. shee 









- if you are a busy professional, th 


flexibility of the MBA progran 


you choose can be as important a 


| its quality. Fortunately, you don 


need to compromise. Heriot- Wat 


University offers a uniquely flex 
ible international MBA: earn you 


| degree entirely by distance learn 


ing in one to seven years. Stud 


wherever you live, at a pace tha 


| suits your needs. On-campus stud: 


in Edinburgh, combined wit! 


dis ance ele MEN is also available 


Heriot-Watt University 
MBA by Distance Learning 
North American Distributor 
6927 Stockton Ave., Suite 10 
El Cerrito, CA 94530 USA 





US/Canada phone 800- 406-708 


Fax 510-528-355. 
Phone 510-528-377 
E-mail HWGdegree.ne 
Visit 


wwWw.degree.net/mb. 








The summer intensive pragráms at New York 
University’s School of Continuing Education 
are designed to help you get ahead, or get a 
serious head start in your career. Spend one to 
seven weeks of intensive study in the world’s 
_ leading business center, learning about Sports 
. and Events Marketing, or gaining practical 
skills with programs in Destination Lens caes 


and Marketing. 


Start by sending for our free brochure 
describing more than 20 opportunities. 


FOR A FREE DROCHURE: _ 
Phone: 1-800-FIND NYU, ext. 30 
Fax: 212-995-3656 | 
E-mail: sce.summer@ nyu. edu. 
Web site: www.sce. nye edu. Isil 
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m Oni in Italy, only i in Milan, in an environment that 
= crosses the best of all cultures with the best of 
- Italian management, c; alin fi nda an ideal eni to 






| you i into the yar 2000s s. 









7 attitude, perfectin y skill 





| throughout time. At SDA Bocconi, we build our 
Master programme. around these same ideas. 
Through this, we're. able to. draw. the best 





graduates from around the world. W 
PRISIO Na expariente behind them, these 





a MBA - pA BOCCONI - uc a 
| Via Balilla, 16/18 - 20136 Milano - -Italy T 
vE- mail: MBA Ddau uni- ocean 





oe esc. 


& 6 € & e o e e * si 


eh gotal manager | 
i * Learning; practisin; adopting 2 professional 


| it is th mastery of these 
. that has made man. great in every period 


ith solid 





| MASTER OF BUSINESS ADMINISTRATION | 


graduates are prepared for the international : 


challenge of management. 


e For 16 months, with international professors, D 
international i in- -company projects and an a p | 
international. student body, SDA Bocconi | bi 

| reproduce a tóm t ip made a up of different — 

: : view to prepare you. for — 

| nt sectors a andi in all countries. E 





The programme commences on September 1,1998 - 





* 
* 
* 
* 
* à 
e 
* 
» 
+ 
* 
* 


e**t€266(29299299$529249 OC 


and finishes on December 18, 1999. Appi lications .. MR Wu 





must be sent in by April 30, 


on Internet: http. www. sda. uni-bocconi it 


| 998. Further information. &. 


(Complete Your Degree Now! "ACCESS TO POWER || 4%, UNIVERSITY DEGREE 
BS, MA, MBA, Ph.D. For Executives and Managers M | esky " i For Life, Academic & Work Experience 


a ee E a d BESSA — Degrees for people who want to be more effective | 
Sena resume Tor RO cost evaluation ¢ | A Native American Perspective on E PRA A] j and secure in their jobs or professions. 


Energy and penewal ] ^ Ss Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
PEULE "e "1 1$ Match 2s utilizing your fife and work experience. College equivalent credits are | 
" lon with given for your: Job, military, company training, Industrial 
| Position with à | courses seminars and business experience. 
| legal degree | We accept college credits no matter when taken. 


and Our graduates are recognized for their achie vements in business and 
transcripts. industry. We wilt assist you in completing your degree requirements 
at your owh pace through home study. 


» "As you "know -Send/tàx detailed resume for a NO COST evaluation. 
y CN hebe is Pacific Western University 
- | — D still the best -1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
EXECUTIVE PROGRAM O ON. ; 1 degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 


MACROECONOMIC POLICY AND MANAGEMENT Huc a Mem aL bi www pw niedu cos com 
June 22 - July 31, 1998 | nse 


Cambridge, Massachusetts, USA — = - LaSalle University offers a variety of 


Designed for analysts and policy makers working on macroeconomic uU di stance education programs in: 
íssues in developing and transitional economies. Topics covered include: f Pn 
Exchange rate and balance of payment maniagerenit ` 
Fiscal policy, monetary. management, and: inflation» NT "s 
Macroeconomic, capital market, and financial sector interactions 
Techniques for assessing macroeconornic performance 
Managing the transition: from stabilization to economic growth 
_ Using computer- based model results for poli cy design 


HARVARD. INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
_ ONE ELIOT STREET, CAMBRIDGE, MA 02138, USA, ATTN: ERIN SANDS Fax (504) 624- 2962 


FAX: (617) 496-2911; TEL: (617) 495-9779 | | LaSalle Education Corporation 
SEVERI HARNESS CA] = 620 Lotus Dr.* Dept. 136* Mandeville, LA 70470-4000 


www hid harvard edu/training a , Mi 
a E Visit our website! www.distance.edu 


2A 


- *Arts & Sciences * Business * Education 
* Engineering & Computer Science 


i 


niyersi 


-Call For More Information 


(504)626-8904 


Öne year Intérnational MBA at t Nijenrode | near Amsterd: m: An initiative taken’ by multinatio- b 


nals to train and nurture top : management talent. Meét HO motivated fellow stüdents from Me nr 3 ode! Universi 


25 countries, More information: www. nije eurode: nl. mbat es nl +91 3 46 391507. THE NETHERLANDS BUSINES 


NO 


CERAN LINGUA 
ARGE Avenue du Chàteau, 280 
eee 3 a dae TT — M B-4900 SPA (BELGIUM) 
cp ADU L TS from | oce temo s study : | wj Tel. : +32-87-79 11 22 
+ is r ds D PEOPLE 35 AND ABOVE : up to 45 private and/or group lessons | b pe m | Fax 0432-87-79 1] 88 
ES E Ou and pedagogical activities i i Internet | hittpi/vww.ceran com 
EON , E : | in pu Languagency l in UK : SIBS 
Putting into practice with our teachers: — | L Tel c1 c413) 584-0334 Tel. : 4019543 23 19 58. 


ee breaks, ‘meals and. eveniig g socio-cultüral activities Paxil pu SA-3046 o- Fax 101954) 2022 94 | 





msterdam 
Y institute of Finance 





He Economic Value Added | 


piss m E i8- 20) 
de . Portofolio Management | | 


o = Fixed Income Investment x (May 5- 8) | 

TX .- Equity Investment. E MT he (May 1-16). 
Real Estate. vestment. a Te ieg soy May 18-19) 
egotiation Analysis l (May 25-26) 


Banking and Rik Management 3 ae ae 
rging Markets ——  . E (une 2-5) 


une 10-11) 
(june 12-13) 
“une 15-19) 

(June. 22 - 24) 






















AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: *31-20-5208555 - fax: +3 1-20-5208506 - e-mail: info@aif.ni 


Master s Degree 
International 







; emphasises the following unique: features: E 





| * Anaverage representation of 30. nationalities, facilitating CrOSS- 
cultural exchange and learning : 





| * Team skills development programme 






* Company based international action-learning pro jects 
| * Partial bursaries available i 






| * Excellent post-graduation career prospects. 





|] Applications are invited from candidates with a good: first degree 
| in business/marketing. Those who can demonstrate that their work 
| experience warrants direct entry may also be considered. 






Marketing, Rm 4.18, Glasgow G4.0RQ, UK. - 

0044 (0) 141-548 4590 Fax: 0044 (0)141-552 2502 

il: carolinebGmarket.strath.ac.uk - 

triti UK Der ta Mareting/nde bm 















| ETI career in i finance. k can be completed in nit e 


$ internationally-renc wned finance faculty. To find out more; 






| D E "o. XR LS x NE Management will also be available at all s sessions. 
2 Officially rinkad a as ‘excellent’: in "bath teaching and idc us f 

. | Department of Marketing. offers a one year postgraduate programme 1 - 
| which attracts high calibre students from around. the world-and | 


. Please send me information. on. ‘tha Masters in Finance: full time part-time: i-] È ae 


| Dr Michael McDermott, University of Strathclyde, Department of 





















nar 


_ | 








months of full-time study or in two years of part-time | e 





(mainly ev ening) attendance. at the School. 





The Masters | in Finance is rigorous, practical. 





and career-oriented, and is taught by the School's 2 












come to one of our: information sessions s below: 






Paris - Monday 9 ena: at 6. pm 
Hotel Prince de Galles, 3 Avenue George. vo 


London - Tuesday 10 February at.6.15pm 
London Business School, Sussex Place, NWE E 
Milan - -Monday 16 February at 7. 00pm | M" 
Hotel Principe di Savoia, Piazza della Repubblica — 
Melbourne - Monday 16 February at 6.15pm — 
Le Meridien at Rialto, 495 Collins. Street. | 


Sydney - Wednesday 18 February at 6. 15pm 
Sheraton on the Park, 161 El izabeth Street. 


Frankfurt - Monday 23 February at 6. d5pm | 
Steigenberger Frankfurter Hof, Am Kaiser 


Zurich - Tuesday 24 February at 6. d5pm 
Baur Au Lac Hotel, Talstrasse T 


Madrid - Tuesday 3 March at T: 00pm | 
Palace Hotel, ee de las Cortes, Madrid ^ 










Information rm our MBA. and Sloan Master i 


For further information contact: The. Finance Programmes information Office, - 


| London Business School, Sussex Place, Regent" $ Park, London NW1 4SA, UK. 


Telephone: +44 (0)171 706 6840 Fax: +44 (0)1 71 723 RES. 
e-mail: mifinfo&lbs. acuk: Web site: www. Ibs.ac.uk. 
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sË "m D 21 OF M ^ 1 NAGRMANGE oe The University of Reading 






The Rotterdam School of Management is the renowned business | | 
school of Erasmus Univers: is. consistently 1 r à nked among ilie Andi " 
European top five. The Eco s “Which MBA?” ' described the RSM |. E 

as innovative, interesting and i ! e rga aes a x 


















MSc Investment " Securities s Management 
MSc Finance, =, Regulation & & , Risk Management 


| innovativi nine month degrees vy specifically 
for those wishing to work in. the global securities & 
investment industry. 











e centre of excellence in teaching & research: officially BSc, MBA 
ranked 4th equal in Business and Management research & PhD 
. outof 100 UK Universities — | degrees 
`e unique INVEST dealing rooms with Reuters 3000, brad 


















` Bloomberg & Dow Jones terminals with live data feeds 


piii market trading. simulation case-studies with 
mputer based instruction supplementing this 
academically rigorous programme 
e over a century of University history inan attractive campus 
. Closeto London 
e active career development unit with excellent jt placement 
. record complements this. demanding and original programme 


visiting GMAC MBA forums: Paris, Madrid, Frankfurt 


The Rotterdam School of TERNE s MBA (General Manage- p 

= ment) and MBA/MBI (ples Information Technology) bring- 
together participants from 48 countries for an intensive 18-month poda 

English language ‘hands -c -on' ‘approach to management. | E 
















If you are interested i in an MBA program which offers you the -> 
. unique possibility to work and study with students from all over 
7. the world, you will find the Rotterdam School of Management an - 
E excellent choice. 














p The Rotterdam School. of: Management will høst a number of 

. Information Sessions to present our International MBA. Programs 
‘to prospective students. You will have the opportunity to meet 
i es and alumni of the RSM from 19:30 - 21:00 on: 








The University of Reading, ISMA Centre, Whiteknights, PO Box 242 
_ Reading RG6 6BA, United Kingdom 

Tel: +44 (0) 118 931 6675 - Fax: 444 40) 118 931 4741 The IEMA Contre 

Email: admin@ismacentre.rdg.ac.uk : Web: www.ismacentre.rdg.ac.uk PEPES 


A centre of excellence in university teaching and research 






February 16, 1998 February 17, 1998 



















Hyatt Regency Hotel- Inter-Continental Hotel 

. COLOGNE FRANKFURT 
February 18, 1998 |  — February 19, 1998 
Kempinski-Vier Jahreszeiten. . Hilton Hotel 
MUNICH | VIENNA 

| March 9, 1998 | .March 14, 1998 

=o Grand Hotel — | Grand Hyatt Taipei. gm ded E E 

OSLO . ! TAIPEI ] "s . wb abe ` The Norwegiar hool of Management MBA 
RM I | UP Xon cp que  - ds an TF ‘month, full-time « or two year part-time 
March 17,1998 | March 19,1998 | $ | program with a unique integrative concentration 
Hotel Inter-Continental Mandarin Oriental X E. n on Leadership and Strategy. It will ‘prepare you 
MANILA JAKARTA ZEN [^ to lead others to lead themselves into the 

| | d A | | | . 24st century and beyond in the new, 

March'26, 1998 . April 1, 1998 - ues , knowledge-intensive iie 
Grand Hyatt New York A Hotel not confirmed : shanti sae — xis E 
NEW YORK = . CHICAGO p 5 g! 


| E dq. X m a distinctive Scandinavian vantage point, 

— EN O a , 7 reinforced by a "hands on' ' consultancy pro- 

Cl Please send me. more ipiotitufion: on ihe full-time RSI AA : ai m ject. a: | 
| MBA Programs of the Rotterdam? School of. EN 1 


Management T E Rotterdam- Schonl at Másagéwent 
: DC UE o Erasmus gradu Schoo} of Business 





Classes: are kept to a maximum of 45 parti: 
d cipants and normally at least half the full-time - 
class are from outside Norway, representing 
many different cultures, professions and indus- 
ho XE. ue Ad. g 2: tries. If you too would like to make a diffe- 
P.O: Box 1738 — | 7 rence, contact us for more details. | 
3000 DK Rotterdam pem 
li Me o »T Graduate Office, PO. Box 580, N-1301 Sandvika, Norway 
—— —— 4M(iese/me — | — Tek +47 67°57 05 59. Fax: +47 67 57 05 41 
Fax: "EG | E-mail: graduate@bi.no hetp://www.bi.no 
Lol (16. 4529509. E uu Wes dunt CT ES s va dE os | 
| Kemal 2 
i. remáifac.ssm.eut.nl 
C^ l5 eternet E l 
ESTE hp /vwew.rsm.enr nl/sem 


pie a I will attend the information session in = 








“GMAT © GRE 
Taking the GMAT 
or GRE? 


We CAN help! 


i Details from GTAC Associates 
FREEPOST, London W5 4BR 
eem Tel: 0181-993 3983 


n UNIVERSITY 


Excellence i in A 


E 28009 Madrid (Spain) 
ne Mes e 1 401 oera 


er EE for mation EP 
" Se AIL U.S. States and Offshore 


fh. lipid owned and Spereted | ; 


| ctivec courses 


Mer etam en —— 


Í University College T, "m 


An Colaiste Ollscoile Baile Atha Cliath 


ireland’ s International Business School 


Master of Business Administration (MBA) 

| career focused MBA, with a strong personal development programme. 
Our graduates. work for many of the leading international firms such as 
Citibank, Merrill Lynch, Andersen Consulting, Goldman Sachs and 

Morgan Stanley. The UCD MBA is offered. full-time over one year to 
graduates with three-five years business experience. Closing date 31/3/98, 


University 
Colege 


Meet us at the European GMAC MBA Forums or contact: 
The Graduate School of Business, University College Dublin, 
jlackrock, Co Dublin, ireland. =~ 

lephone: 353 1 706 8934 Email: padmin@ blackrock. ucd.i io à m 
Web Site: http://www.ucd. PPan htmt zc nde 


] Residential Immersion 


4 [ b English i in England 


| for company Ponia | 
e French in France l 
n - full-time 
Y. failored | 
one-to-one 
private room 
-meals, laundry 


| .* German in Germany | 
|- © Spanish in Spain 
* Italian in italy 


| © Portuguese in Portugal | 
| m . cultural input 


| [acu MM IO 
e Russian in Russia Villa Sperata 


| e Japanese, Chinese, Korean excursions 


and all other languages available in London or Lancashire or residentially near Winchester. l 


D b. RICHARD LEWIS 
S 


COMMUNICATIONS 


qualified teachers | 


http://www.crossculture.com : 
i | 


British Retail Consártium, the hes : 
ep ce is UK retail ingust $ 


chip technology. at t retailers point of sale. 


You will need to have excellent analytical skills, be able to 
prepare and present proposals for action and be an — 
efficient organiser. Experience. in payments systems will he : 
highly desirable. Excellent written and oral communication | 
skills are essential. | E 


Above all, you must be able to take initiatives and follow 
through; network and negotiate with retailers, -bank n 
payment schemes and suppliers at all levels; grasp comp ex 
issues; and be a genuinely proactive and d results-orien ated 
performer. | | a 


Salary circ. £25 ~ 28k depending on experience, with 
excellent prospects. E 


Please apply, in confidence, with a CV i to Elizabeth St ton 
Jones, Director Retail and Financial Services, British Retail 
Consortium, 5 Grafton Street, London WIX  3LB. 
Fax O171 647 1599 | "umb. 


Applications close on 23 January. 1998. 


Centre for Voluntary ‘Organisation 


| Salary: up to £33,202 2 
plus £2, 134 London Allowance. pe ann 


Applications are invited for the Directorshi ip of he 

for Voluntary. Organisation’ at LSE starting from: i 

1998 or as. soon as possible thereafter. The Directo ji 
also be Reader in the Department of Social ay and 
Administration. 


The CVO is a pioneer research and Kasada — 
teaching unit. The focus of its work is the organisation — a 
and management of ‘third sector’. organisations - -suchas | . 
NGOs and nonprofits - and the implications of their work. | 


for public and social policy in both the developed and we 
developing worlds. | j 


The Director will have wide experience of third sector r E 
organisational issues and be an acknowledged expert in | 
related public and social policy. S/he will provide. jo. 
intellectual leadership for CVO staff and students, and | - 
have overall responsibility for the management of the: | - 
Centre. As Reader, the post-holder will be expected to | - 
carry a full teaching and research load and contribute to >f- 
the academic and administrative life of the Department. ^|. 
Further particulars and details as how to apply may be. f 


be obtained from the Personnel Services Office, The 
London School of Economics and Political Science, 
Houghton Street, London WC2A 2AE (tel: 0171-955-707 


The cl osing date for the io ud or applica 
Tuesday 3 March 1998. 


the LSE is ari educational charity committed to f 
oe here re 












“Intemational Political Risk Insurance: 
The Overseas Private Investment Corporation, a Federal government agency 
located in Washington D.C. provides political risk insurance to encourage and 
assist U.S. private investment in developing nations. 

| Insurance Analyst. (Ann.#15-98), $32,457-$42,198, counsel/advise U.S. 
.] investors in devising means of protecting them, through political risk insurance, 
| from the risks of currency inconvertibility, expropriation, and political violence. 
| This position requires U.S. citizenship, ability to obtain a security clearance and 
availability to travel. Must call (202) 336-8682 for vacancy announcement 
which outlines specific duties and qualification requirements. EOE. 


























Salary range £18,179 - £30,119 pa inc 
Applications are invited for a Lectureship from 1. 
September 1998 or as soon as possible thereafter. The 
Lecturer wiil be expected to teach on the Masters 
Programme in Social Policy and Planning in Developing 
Countries and contribute. research. excellence. The 
Department of Social Policy was awarded a 5* rating in 
the 1996 RAE. 


Applicants should have a strong general background in 
social policy and planning in developing countries, 


















"DEVELOPMENT FINANCE 


including relevant overseas research experience. | |  fniéitiational nonprofit organizations seeks an Associate to Coordinate an 
Knowledge of the urban | sector, - .housing. mE International. Financial. Flows and the. Environment Project, which seeks to 
and environmental development | issues might (| [| mainstream environmental considerations into the Pam -making of major 


be advantageous. Experience in p roj ject t pl anning “development finance institutions in the public and private sectors. The position 
is essential requires a Strong understanding - of environmental issues and experience 


m i (| | working with development finance institutions, a masters or Ph.D. in a relevant 
For further details please phone 0171 955. 6183 or email 


recruitment@lse.ac.uk with your postal address quoting 
reference number £037. Closing date 6 "a I. 2 












| discipline, training and professional experience in economics or finance, and 
excellent research and writing skills. Work experience in a developing country 
and foreign language skills preferred. Salary’ High $30s to low $40s depending 
on experience; excellent benefits. Send résume to: 
| ] World Resources Institute, Attn: Personnel, 1709 New York Ave., NW, 
| "Washington, DC 20006. Fax: 202 638- 0036. No ene calls. EOE. Visit - 
Dur website : at ae 74 ^ WWwW.wri. -org 








the LSE is an educational charity committed to NE | 
eee and excellence in n teaching and research 












ASTON BUSINESS SCHOOL 


Chairs at a Leading Business School 
in Britain’s Thriving Commercial Heartland 









Professor i in 


Accounting and 
Finance 
We seek a leading 


researcher in any sphere of 
accounting and finance 
although 
Financial Management or 
Management Accounting are 


I | particularly welcome. 


Contacts: Ted . 


(Ext 4422) Ref No 9802/26 


| Davis 
(Ext 5021) or John Saunders 


Professors i in 
Human Resource 
Management 
Two chairs in an area 
where Aston has a long- 


. Standing reputation. The 
researchers in. 


positions. could be in HRM, 
Organisational Behaviour or 
Organisational Studies. 


Contacts: Viv Shackleton 
(Ext 5043) or Ray Loveridge 


(Ext 5023) Ref No 9803/26 


Professor i in 
Public Services 
Management 
Research interests in any 
field of Public Sector or 
Non-Profit Management but 
an interest in team based and 
interdisciplinary research an 


advantage. 


Contacts: 


(Ext 4612) or David Bennett 


(Ext 5073) Ref No 9804/26 | 


Mike Tricker. Contacts: David Parker (Ext 


* 5816) or Gordon Greenley 


| Professors i in 


Strategic 


Management and 


International 
Business 


These strategic management. 
group positions could 
focus on any aspect of the 
group's activities including 
Innovation, Sociology and 
Business Economics. 


. (Ext 5056) Ref No 9805/26 


You will be researchers of jntermtional standing who will join thriving research groups and help lead Aston's continued 
growth. and advancement in research and teaching excellence. The Seen recognise the competitive market for 


. Strong management researchers and the research support they need. z 
5 Continuing Appothritients E or fixed- term contracts will be considered, with appropriate remuneration 


nta cti ing the itm team, anyone wishing to discuss any of these posts informally may approach 2 


n pecie = iat Aston Business School (Ext 4422), email: jasmeno. 


Personnel: Office 
I appropriate Refe e 





; ras s R. LRoweGastonac.tk 










eta b roin and radh conver- 
gy and teleconimunications. 
its close cooperation in research 













with daring international anies. In addition to a strong academic 
| interest in the relevant should possess a genuine interest 
in sector develop and interpersonal skills and 
AX willingness | to iented and inter-disciplinary 
team-based envi ns ara invited for the following 
positions: ee Ea | 


Kioadedge Media 
evi gredi of research 












o work pham with partners on the organisation and structuring of know- 
Aedge, with particular ' reference to products, processes and projects. 
rticular focus of the candidate's work is the Practical application of 
etical findings. A major degree preferably iri economics or manage- 
nt with a minor in computer science/ information technology, or vice 
rsa is required, plus real interest in end-user applications. 

homas. Schwan@mem. unisg.ch, Tel: +41 71 224 2407 


Media Management 
-To work in a small team in conjunction with an international array of lea- 
“ding media companies investigating the structural and processual chan- 
ges taking place in media organisation as they approach an era of 








ju nass. Media 





d Miccirdie 6 scales conce 
business processes. A major degree preferably in economics/ 
. management combined with a minor in computer science/ IT, or vice - 

versa, is required, 
; Hans-Dieter. Zimmermann@mem. unisg.ch, Tel: +41 71 224 2748 


EET Knowledge Media . 
c To investigate new media's contribution to innovations in knowledge 
| management and research innovative organisationat and technical con- 
cepts for knowledge management in organisations. A major degree 
[preferably in information technology or computer science with a minor in 
= | business administration and strong interest in software development, plus 
] experience in object-oriented programming (Java, Smalltalk, C++) and- 





















the development of component-based. applications. (CORBA, DCOM, RMI) 


] in distributed environments are required. 
Katarina.Stancevska@mem.unisg.ch, Tel: «41 71 224 2793 


Computational Media 
To explore new formal and semi-tormal concepts for. modeling media. 
A degree preferably in computer science or information management and 
strong interest in formal methods, object orientation and concurrency are 
required. Ulrike. Lechner& mcm.unisg.ch, Tei: «41 71 224 2401 


For Research Associate positions a generous compensation pacKage 
(CHF50.000 p.a.) is offered plus the opportunity for Ph.D. studies. A 

~ master degree with distinction is prerequisite for the admission to the 
Ph.D. programme. Send CV and documentation to individual indicated. 


institute for Media and 
Communications Maregement 
bales d of St. Gallen | 
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Asa reddit at con ued expansion, Leadon Business. 
School is seeking to filla range of faculty positions. le 
invites applicati ns from internationally. recognised |. 
researchers and. teachers. in the following subj ject | p 
areas: | ; 














Accounting | 





Decision Science 

Economics | | ME 
Entrepreneurial Management 
Finance _ E | 
Information Management 


Marketing 


Organisational Behaviour 


Strategic & International Management 





Appointments Hay be iced z at Assistant Profes | 






Candidates de assistant/associate professorships 
have a PhD, a developed area of research interest and | _ 
some teaching experience. Business experience would | - 
be an advantage. Associate professors would also. be T 
expected to have a proven track record in publications. |. 


The remuneration package is competitive. London |. 
Business School is superbly located in Regent's Park, PE 


central London, and has first class facilities. Faculty . : 
are required to teach on our Masters (including | 
MBA), PhD and executive programmes, and to spe 
conduct high quality research. *E 


Applications, accompanied by a curriculum vit ae. 
and the names of three referees, should "bes 
submitted by Friday 27 February E 
1998 to the Faculty Office, 
London Business School, Sussex 
Place, Regent’s Park, Lon don rx 
NWI1 4SA. 









SEORHRKD ERE HRD KEHOE HDE 


Seth BowOA OD RR b. & EEE 


SMEKEHRE RAO ROTO KHER ETS 
















MEMBRE DE LA CHAMBRE SYNDICALE 






À cKinsey &C ompany, Inc. 


Purchasing and Supply Management 
ement consulting fim that aiios the 


yanisations on. issues of strategy, organi- 
ave "s dices i in 38 countries, with a (pia 








McKinsey is an intem n 
top management of leading 
sation, and operations: Mist 
staff of over 8,000. 2 : 


Our Purchasing and Supply Manageriignt Practice’ 
Practice Coordinators in 






ow: w looking for two 
urope. This Practice functions as a "virtual 


office", meaning that its members are geographically dispersed, but - 


working in. very close cooperation. You will be part of the Practice 
Leadership Group, together with R number of Partners and Specialists. 


nce you. will: 
answer information requests from consultants across Europe on a 
broad range. of purchasing and supply management issues 

* participate in wide-ranging research projects, and apply the findings 
to client problems 

* supervise the preparation of articles for internal and external 
publications 

* help to create and maintain a practice web site 

|] * organise our European/woridwide conferences. 

7 * organise and later be able to lead training sessions for new coll eagues 


You should ideally have a _first-cl ass university degree, a background in 


purchasing and supply management, 

characteristics: 

* self-initiative and "can do" attitude 

* excellent problem-solving, communication, and interpersonal skills 

* the ability to work well in a supportive, close-knit, but geographically 
dispersed team 

* astrong drive to extend and develop your knowledge and skills 


in retur, we offer an attractive salary package and excellent benefits. To 
apply, . please write with. CV (including full academic record and details 
. o Diesen remuneration) to the giae leader, Dr.. Ulrich. Fincke, 
McKinsey & Company, St.-Apem-Str. 1, 50667 Cologne, Germany. 


and the following. personal 











] and Eastern. Europe. 
| international Development Cooperation Agency), the World Bank, UN agencies. 





seeks Development Consultants 


| AF-Swedish Management Group is an international consulting firm which offers 


services in areas such as organisational development and restructuring, institution 


. building, business management, financial management, human resource development 


and management of change. At our Headquarters in Stockholm, we have a core staff of 
over twenty academically and professionally qualified consultants and an extensive, 
worldwide network of senior consultants and institutions with whom we co-operate. 

Our operations normally cover all project cycle phases, ie. project design, 

implementation, monitoring and evaluation. 


ÁF-Sweilish Management Group assists international clients in formulating as well as | 






-SWEDISH MANAGEMENT GROUP- 


implementing programmes of planned change appropriate to their organisational and | 


éultural environment. We are mainly involved in development projects in Asia, Africa 
The projects are usually funded by Sida (The Swedish 


regional development banks, or through the European Commission. 


We are now looking for professionals interested in both short- and long-term 
assignments in the areas of public sector reforms, regulation of telecommunications and 
energy, governance of public utilities and emerging markets. Suitable background for 
participating in our projects would be technical and managerial experience from public 


utilities, governmental institutions and/or non-governmental organisations. We are in | 
particular interested in individuals with commercial as well as governmental work | 


experience in the areas of telecommunications, energy, capital markel and the social 


sectors. 


Along with our need for professionals with the above outlined qualifications, we are | 
presently looking for an economist to work on a long-term assignment with | 


telecommunications market analysis for the Botswana Telecommunications Authority 
in Gaborone, Botswana. As we also operate in countries like Angola, Cape Verde, 


Guinea Bissau and Mozambique, we have a strong interest in expanding our resource ` 


pool of associated individuals with Portuguese or Spanish language skills. 


Should you be interested in working with us please send us your CV to the address: 
AF-Swedish Management Group, Attention: Mr. Bo Sundstrém, PO Box 1158, SE-181 
23 Lidingó, Sweden. 


AF-Swedish Management Group is affi liated to the AF-Group, one of Europe's leading ` 
technical consulting companies with 2,000 employees. AF is listed on the Stockholm | 
Stock exchange, and operates in a number of engineering areas, with the emphasis on — 
energy, enviromnent and industrial projects. Further information about AF-Swedish | 
Management Group and the AF-Group is available at our web-sites: wwwisosmg.se i 


and www.af.se. 


pF OIL INDUSTRY 





“PES CONSEILS EN RECRUTEMENT 






One of the world's 5 leading integrated oil and gas companies seeks for its International Supply and Trading 
division a young, experienced oil market analyst with a solid general background in the energy sector. 


As part of a dynamic, client-driven team you will provide. timely market information and prospective, 
analyses that are pivotal to the company's activities, including : 

* following daily trends in the oil market on a world wide basis 

* developing studies of regional supply/demand balances for crude and product markets 

* analysing crude/product values in the international market using sophisticated refining models. 


Candidates should be graduates from a top class university with a degree in economics or finance at the 
Masters level. Some technical background in oil (possibly through a university degree related to refining) 
would be appreciated. The person must be numerate and agile with a computer. Communication skills (both 
oral and written) must be well honed, with fluency i in English necessary and in French a plus. 


: Beyond ithe c current E sopone the person could evolve into other trading and operational activities in the 


PARIS 


^2, rue Louis. ; David - 75782 ? PARIS EN. u F RAN E 
8, rue Duquesne - 69006 LYON - FRANC 





3 EURO RSCG ranas 








always ri rises to the top, 
shouldn’t you? 


€ that higher. level of income? If you're an 
e, over 40, and currently earning *100K per 
ttaining your goals. At Resume Broadcast 
career seatch with the expertise 
mmitment is not just 40 hours per week, 
year. Contact us at Tel: (909) 866-4213, 
i: 102224. 3306@compuserve. com today 
f unity open tomorrow: 


ETE, : Tees alka international 
Ee PO BOX 2802, Big Bear Lake, California. CA92315, USA. 

































INSTITUTE FOR 


international education institute with its home base pu HOUSING AND | 
(the Netherlands). IHS offers post-graduate - ] opvevopmenr | 
, Research and Advisory services in Holland, | STUDIES — 


Developing countries and Central and Eastern Europe. IHS _ 
9cuses on participatory approaches to housing and urban 
lopment. IHS has three substantive departments 
sctively specialised in Housing, Urban Management and 
n. Environmental Management. 


NTERNATIONAL URBAN EXPERTS 


hes to expand its staff by hiring several professionals with 
working experience in Developing countries. and/or Eastern-Central Europe, 





rientation towards institutional development, project management and 


he aquired soacialisalione are in housing economics, urban planning, 
rojec management, land legislation, housing construction, municipal 
re structure, institutional decelopment, sues finance manage- 
nt — 

Responsibilities: | 


er the supervision of the Department Heads; 

: ovelop. and teach in training Coursese to carry out short consultancy 
gnments in various geographical areas; 

perform long term technical advisory services in Asia, Africa or Latin 


at least a Master's degree in a field related to: Housing, Urban Planning, 
Economics, Law, Engineering, Management, Environmental Studies; 
experience in training: activities and/or consulting services ideally with. 
multi ateral institutions; ^ 


economies; — 
à 2 an interest in housing/urban or urban environmental development projecta: 
© good oral and written skills in English; other languages, nepacia Spanish 
z an asset; 
© a flexible attitude, and the ability to work within a team; 

* willingness to undertake short-term and long-term assignments abroad. 


Employment conditions and remuneration: 

: * a position with challenging work in a dynamic and supportive institution; 

. * remuneration and additional benefits in accordance with qualifications and 
experience; 
* an initial contract for 2 years, starting no later than 1 May 1998. 


IHS intends to recruit more female academic staff. Women professionals are, 
* 1 therefore, particularly encouraged to apply. 


s Applications, including a detailed CV in English and photograph, should be 
submitted within 30 days after publication of this advertisement to: Institute for 
.; Housing and Urban Development Studies (IHS), Att: Mrs. D. Schreiber, 
:'Personnel Officer. For further information, contact Michel Chrétien, Head 
ousing Department, David Edelman, Head Urban Environmental. 
gement Department, Forbes Davidson, Head Urban Management - 
tment, P.O. Box 1935, 3000 BX Rotterdam, The Netherlands: 
0-4021 523, Fax 3 10-404-5671. Email: schreiber@ hs. nl: 





Tel: *1(909) 866 4213, Fax + (909) 866 4244 | |. 
Email: 1022243 ai doses com È 





expand the Institute's portfolio i in training, research and advisory services, 


Ua minimum of 5 years experience in. developing couina and/or transitional 








THE UNIVERSITY 
OF BIRMINGHAM Ž 
SCHOOL OF PUBLIC POLI cy ] 
PROJECTS AND 
COMMUNICATIONS MANAGER 


The Development Administration Group, a Department of 
the School of Public Policy, runs projects, higher degree 
programmes and courses for developing and transitional 
countries. It seeks. to strengthen its management of these. 
activities and to improve their marketing and communication. . 
The projects and communications manager will head a small 
office as part of the Department's. professional team. bs 
You will help to prepare bids and to manage projects run by the ; cb 
Department. You will also manage the marketing of activities... | 
and the communication: of research fundings to. poama e a: 
You should have a decree or higher degree, preferably i in. 
an aspect of managerrent or development and experience - 
of contracting or financial ni managemen y with h regard to "ert 
developing countries. : 

Salary circa £18, 000 - 825, 000. 


. Informal enquiries to Professor Richard Batley at the Departmen 
on 0121 414 5009, (e-mail: R. A. Batley @bham. ac. uk). 











































Application forms (returnable by 20 February 1998) and: further 
particulars are available from the Director of Staffing Services, 
The University of Birmingham, Edgbaston, Birmingham B15 2 
telephone 0121 414 6486, (e-mail: STAFFING @BHAM. AC. UK). 2 
Please quote reference C14290/98. E 


Working towards equal opportunities. - 















Fachhochschule Esslingen - Hochschule für Technik 
The Esslingen University of Technology, Faculty of Business Management 
seeking to appoint 3 professors for its undergraduate program in industrial 
Business Management as well as for its MBA in International Industria 
|. Management to begin in September . 1998. The new programs. combine 
] international business. management with engineering. The two core disciplines 
] required for the administration of manufacturing business globally. The Mee 
i are in the following fields and are to be filled at the earliest opportunity: : 


Professorship C2-scale (ca. DM 77 000 to DM 96,000 p.a; ) Kz 9802. 
“Production and Operations Management" ^ 


Professorship C2-scale (ca. DM 77 000 to DM 96,000 p. a. ) Kz 9803 
“Business Management” 


Professorship C2-scale (ca. DM. 77 000 to DM 96,000 p. a ) Kz 9804 

i. "Business Administration d 

1. with special focus on Human: Resources Management in an: ‘rifernational: D 
a environment” 
























` All successful candidates wit s 
* have a Ph.D. or equivalent in a business-related field - 
. be a native speaker of English or an equivalent standard 
. have at least three years work experience in mlermational: 
corporate contex: 
. have a working knowiedge of Porman or be willing to teach in ` 
German within two years 
. conduct practical research in cooperation with industry. 
a be prepared to assist in faculty development and to establish 
international contacts to business and academia. k 
The FAVE is an equal opportunities employer. Applications with Cv. and $ 
certified copies of ail relevant documents should be sent within 4 weeks after 1: 
publication of this announcement to 
The Office of the President, University of Technology, - 
Kanalstra&e 33, 73728 Esslingen, Germany "A 
For general information about the University, visit our homepage: s AN 
essiingen.de, Interested persons may contact T 
Dr. Robert Straw; robert.straw(fht-ésslingen.de . © 
Tel.: +449 711 397 4307 Fax.: **49 711 397 434 
































E School of Economic and Social - 
Studies 


Lectureship i in Economics 


Applications are invited for a Lecture hip i in Economics which arises as a result of the 
University's recent Selective. Research investment. The post is available from | 
September 1998 or as soon as. possible’ thereafter There are ho restrictions on 
candidates' areas of research specialism. but they should be willing and able to teach i in 
some of the core areas of economics, as well as in their 4 own speciali me. E: „An ond fo 
contribute towards teaching in macroeconomics or econometrics would b | 
the recent RAE, Economics at UEA teseived a 4 rati 


NORWICH 
Ee 








research output and a strong research potential. 

Salary will be on the Lecturer A scale, £16,045 to £21. 016 per annum. + | 

Informal enquiries will be welcomed by Dr. R P Cubitt (telephone +44 1603 592066, 

email R.Cubitt(2uea.ac.uk). Find us on the Internet at http:/Avww.uea.ac.uk/soc/ 
Further particulars and an application form should be obtained from the 

Director of Personnel and Registry Services, University of East Anglia, Norwich 

NR4 TTI (answerphone +44. 1603 593493, e-mail: Terenwiquka stu. to be 

returned by 23 } February 1998. Please quote reference AC176. - 

UEA isconimitel is excelice in education and research. rev 


: : MBR is one of the isang: E E “providing 


| market/strategic advice to the metals/mining and. related 
. sectors. MBR has enjoyed. rapid growth and needs to recruit a 


|] number of analysts. The positions offer a highly competitive 


| renumeration package, and offer the opportunity to: 


Joe Undertake consultancy/research work for clients within both 


..' the industrial and finance sectors 

E Develop specialist know ledge of sectors within the metals/ 
mining industry — | 
.* Adopt a key role in producing. and marketing MBR's research 
© Represent MBR at various international industry events 


The Senior. Analyst is expected to have at least three years 


relevant experience and is looking for a challenging role which: 


-allows more responsibility in all aspects of the business. The 


_ Junior Analyst should be an ambitious recent graduate, possibly : 
with some experience who can analyse and interpret data in. 2 


concise manner. 


- Please send a c.v. in strictest confi dence to the 
Research Director, MBR 
l 16 Lower Marsh, London SE ] I 


| m aE n , | : ; 7 | - n * “EURO = E = 


E a 1 T ; XEC 


E] Ctidroen krong Rd., Bangkok, Thailand. 


= 8I == j - M E DI I , t à à N EAN | : 





Contemplating: à career d into, i, athe or out it of Asia? We c can help 
you find a more rewarding position now! Take your first step towards a 
brand new future by contacting us for free info. 
Career Path Asia 
35th FL. Room A, 1249/12 Gems Tower 





Tel. (662) 2674685 Fax. 2674688 
Message Centre: 2674686 
Email: cpasia@bkk.loxinfo.co.th 


"beum D Market Modeller -  Advértising 
TUNE | * | | International Media Research and Consultanc 
to improve this in the next RAE, Therefore, candidates should have iien of f4 di y 
| The Advanced Techniques Group iş the media research and consultancy division of 
MindShare the new WPP Group Company. We work with advertisers to assess the 
| efficiency of media activity, and through modelling techniques advise on how to 


improve media strategies. 


| We are looking to employ a Market Modeller to join a small team of professionals 


from different disciplines. The appropriate candidate is likely to hold a quantitative 
masters degree, and at least three years experience of the application of econometric 


analysis to media or marketing problems. We offer a competitive salary, and the 


opportunity to work in a stimulating and: invigorating enviroment, 


$ | in the first instance please apply in writing to: 
- | James Walker 
| Joint Managing Director 
. | Advanced Techniques Group 
| 40 Berkeley Square 
. London ` 


: MindShare 
WIX GAD 


2^ UNIVERSITY OF 


Nuffield Professorship of |. 
Comparative European Politics 


The electors intend to proceed to an election to the newly-established Professorship of.” 
Comparative. European Politics with effect from 1 October 1998 or such later dale : as 
may be arranged. 

it is expected that the appointee will be a political Scientist whose primary research and 
teaching interests lie in the study of European Politics. 

A. professorial fellowship at Nuffield College carrying certain allowances is attached to 


. the professorship. 


Applications (ten copies, or one only from overseas candidates), naming three E 
“persons who have agreed to act as referees on this occasion, shouid be received E- 
not later than. 16 March 1998 by the Registrar, University Offices, ns a 


; Square, Oxford OX1 2JD, from whom further particulars may be obtained. 


. The University is an Equal Opportunities Employer. 


LATIN-AMERICA 





and head aioe teams. The e signifi icant expansion of core tidie sicka as WATER, E NERGY, : SOLID a 
; WASTE, EN sor a NT and pela hile veo SUPPORT i in Eastern at Central inka the New ` 











“Water company management INSTITUTIONAL § SUPPORT f A fa regions REEE T is required. 








. - Energy « ; mg heat — — - Works supervision. . - Audit and financial analysis. . Relevant language skills would be an 2 
. generation an distribution e ect Hey. : Reorganisation. ! | advantage, fluent written and spoken ws 
production and. nuclear safety. - SOLID WAST: E - Training. ^ English is essential. k 


foe Standards and regulations, legal, In the first instance, please send 
+ Municipal issues. = — |.  adetailed curriculum vitae and contact A 
= Short and long-term contracts are ^^ details quoting reference 901 - | 
available, either at head. office or i to Press Emploi; 41 rue de la Bourse, 
thé fi eld. 1. Successful experience i in one 00 1, Franc 3 


F T Waste management (collection, . 
2 3 WATER dH. | AE A .. disposal and treatment). . | 
sp -Water supply, 1 treatment, se erage, - Natural resources development. - 
> | sanitation, resources manag WENT, - o En Industrial environment. 

Dd flood control. prd re me Hospital v waste. 


~ MEDIA SYSTEM — 

















ANS ics 


: European Union under its programme 
| Research to EBRA “Globalisation and 


:Hok Min of both positionis: wil be e éxpectàd to. 
imulation work Pa the role of international 


: (chung general anei modeling). 
lary c on the RAIA scale: £15, 159 - £22, 785 pa. 


pplication forms can be obtained from the Personnel Office, 
University of Warwick, Coventry CV4 7AL (tel: 01203 523627; 
e-mail: recruit@admin.warwick.ac.uk) or from the e website: 
~ jobs.ac. sk/jobfiles/'AC111.btml © | 
. Please quote reference 26/R/97. 


Closing d date e fer applitatione i is 2 7 27 Seinen 1 1 993. 


ri è ‘Unive ersity of Reading 


Agricultural and Food 
Economics. 


| Lectureships i in Agricultural 
and Food Economics 


; . The Department seeks to appoint two Lecturers. The. persons | 

Mi appointed will have innovative research agendas with good. Ii} 

: publications for the next Research Assessment Exercise and will - 

(| be expected to contribute to undergraduate and postgraduate |l 
"teaching. A strong qeu: PARAON, would be an. 


) advantage. 


{tis intended that the appointments will further enhance the - 


Departments existing research strengths in food economics/ 


| | marketing or agricultural development economics, but well 
qualified applicants from other aspects of the agricultural 


“economics discipline are encouraged. 


One appointment is intended to be permanent subject to 
- successful completion of a three year probationary period. The 
other appointment is for a fixed period of three years. Both 
appointments will be made in the range of £16,045 - £21,016 
per annum, (Grade A). USS benefits apply. 


MI. Apply for further particulars and Application Forms (2 copies) to 
{| the Personnel Office, The University of Reading, Whiteknights, 
i} PO Box 217, Reading RGG GAH, tel. 0118 931 6771. 
1 ~ (answerphone). e-mail: personnel Q reading.ac.uk. giving. name 
Mi and full address. Contact Professor Alan  Swinbank 


(tel. +44 118 931 8967, e-mail: a.swinbank € reading.ac.uk) for 


ormal consultation. The closing. date for applications iso 


bruary 1998. . Please ean Reference. AC9801;. 


CBS Careers Business 


Associate-/Assistant Professors hin 
in international Business 


The Department of International ‘Ec no 

the Copenhagen Business School wel i ic 

vacant Associate-/Assistant Professorship. in International Business 
The position can be filled at either Associate or Assistant Pro- 


. fessor level depending on the qualifications of the applicants. - 


The Associate Professorship is a tenured position (The Assistant 


Professorship is an. untenured position for a three-year period) - V 
with research, teaching and. administrative obligations under the aE 


Faculty of Economics and Business Administration. 


The official announcement of this position is available from: 
The Faculty of Economics and Business Administration. | 
The CBS 7 


. Nansensgade 19, 4. 1366 Copenhagen K, Denmark 


phone: +45 38152678, fax: 445 38152675 . 


e-mail: faculty.of. econornicsGcbs. dk | 


Details about the CBS are available atour web site: 
httpwww.cbs.dk. For further information contact: : 


. The Department. of International. Economics and. Manager ler 


AnneMette Dissing email: amdii intGcbs. dk, tel 445 3815 
fax +45 3815 2500. == 


Incomplete applications will not. be "Gotisidetedi: Details 
available in the official announcement which must be obtained : 


Application deadline: 1 April 1998, 12 00 noon. 


Late submission of publications will be e accepted un unti pep April 
1998, 12.00 noon. 


U nive rs rsity - 


DEPARTMENT OF ECONOMI MOST ‘STUDIES - 
_ CHAIR OF ECONON 


The successful candidate for this oan Chair will be 


expected to take a Meng role in eee the research aha: 
of the Department. | 


Candidates should have a substantial: and growing: record of B 
research and publications. of an international standing. While . | 


Je suitably qualified candidates from any: field of economics are 38 We 
encouraged to apply, the Department i is particularly interested in: . A 
increasing its. existing: strength in me area of applied “Eo 


microeconomics, 


. The position is tenable from September 1998, but the starting | - 
date is open to negotiation. Salary will reflect the successful - 


applicant's qualifications and achievements. Informal enquiries 
may be directed to the Head of Department, Professor Hassan 
Molana (tel: intl + 1382 + 344375; fax: 1382 + 344691; e.mail: 
h.h.molana&dundee.ac.uk) or to Professor Monojit Chatterji . 
(tel: intl + 1382 + 344867; fax: 1382 + 344691; e.mail: 
m.chatterji@dundee.ac.uk). 


Applications by CV and covering letter (12 copies of each), | 
complete with the names and addresses of 3 referees, 
should be sent to Personnel Services, University of Dundee, 
Dundee, DD1 4HN, tel: (01382) 344015. Further particulars 
are available for this post. Please quote referi 
EST/30/78/E. Closing | date: 20 February 1998. 


The University is an Equal Opportunities : Employer N 
















Invitation to bid 











TELECOMMUNICATIONS ENGINEERS 


Qualifi ed Telecommunication Engineers are required with minimum of | 
.2 years experience of DSC central office switches, SS7, DPNSS, 
ETSI (ISUP) and BT NUP signaling systems. | 


.] Please send CV's to: 
| SPACETEL UK Ltd, 140-142 Kings Cross Road, 

London WC1IX9DS |J. 
Fu 01 71-833 2768. 































































For the partial or total acquisition of three placer sold n properties in 
| | California, U.S.A. 
| Bonanza Gulch Preserves, Ltd., a Turks and Caicos corporation hereby 
-_Hinvites.all prospective investors to submit bids for the partial or total 
— | [acquisition of three placer gold properties known as The Golden Rule 
— 1 | Mine, The Joni Mine, and the Mojave Mine. 
- . | These placer properties are located on public lands administered by the 
E | Bureau of Land Management and consist of mineral rights covering 
- | some 2,000 acres of mineralized ore body. The Golden Rule and Mojave 
| mines | are. contiguous and overlap. The Joni mine is three miles away, 
| containing part of the same ore body. 
|-| Bid documents will be available by mail only and bids will be submitted 
| | Bonanza Gulch Preserves, Ltd. 
-f | P.O: Box 156, Hibiscus Square. 
Grand Turk, — 
| Turks and Caicos Islands, 
| | British West Indies. 
| | Bid kits are available upon receipt. of non-refundable $100.00, U.S. | 
{payable to the above. : 
| | Bidders shall submit a bid bond of 296 of the indicative bid au with 
their bids. Bond shall be a bank guarantee, certified check or insurance |. 
bond payable to the above corporation. | 
Bids shall be submitted in a wax-sealed envelope on or before March 20, | 
1998. Bids will be opened Tuesday, March 31, 1998. This company 
reserves the right to reject any or all bids. | 
Requests for bid kits should stipulate date when inspection of propernes 
is desired, if certification i in bid kit is. insufficient. 






































SOFRECO, isa leading sevens French mam firm. active. in the | 
following sectors: environment, chemicals, energy, macro-economics and public 
: | management, agriculture and agro-industries, health. 

| We work mainly with Eastern Countries, Africa and Asia and seek — available 
for short and long term assignments in the following fields: 


z à En y R 
Industrial environment TE ERT Hiep and disposil) 











.* Environment, coastal zone management, natural resources sanégement | 
.* Land market reform à; 
A 

















Restructuring. rofprivate farm — . 
Experts in health management (at hational & regional levels), hospital management, 
health financing and social protection 3 
Legal experts 
Tax specialists (support to tax reform) i i Pg 
Agricultural credit and financial accounting information. specialists with knowledge - Fs 
|. .Oofthe World Bank procedures an | 
|. For all these positions, a minimum of five years experience, ability to work in 
| English and European citizenship are an absolute requisite. — 
‘Previous experience as a Team-Leader within the EU Phare/Tacis programimes is 
„most welcomed. Assignments are in Central Europe, Africa, the Mediterranean 
RUE Asia and. Latin America. 
i . Please send CV by mail; fax.or E-mail to? 
SOFRECO, Attn. Ms G. de Gandek | 

92-98 bid Victor Huge - - 92115 Clichy Cédex, France. 

Fax: (33 1) 41 27 95 96 E-mail: sofreco@compuserve.com 


| INSTITUTE FOR JOURNALISM IN TRANSITION (JT) 






LIT is a new — non-profit ETETE H supporting regional media and 
"democratic change, made possible through the merger of the UK's Institute of 
War and Peace Reporting (publishers of WarReport) and Transitions, previously 
‘published by the Open Media Research Institute, based in the Czech Republic. | 
The merger ‘has prompted the need for a number of senior. posts, all of which. 

require committed professionals with initiative, relevant ‘expertise and excellent : 
English. 3 |J 


| THE EXECUTIVE POWER OF THE REPUBLIC ME URUGUAY 


; INTERNATIONAL PUBLIC INVITATION FOR BIDS. "NR. 00198 | 1 A 
] Post 1: Director of Finance & Administration, tion: ; E i d ^ 
| The most senior financial post in the organisation, the successful aidai will | El Public International Invitation for Bids for the Parties Interested i in the dE 
| be responsible for all financial management across the home offices and the |. f Assignment of The Management , , Development and Operation of Services E 


specific field operations made: possible. through funding grants. Significant " | intheInternational Airport of Carrasco Gral Cesáreo L. Berriso" through 


financial and managerial experience essential with knowledge of operating |. fi 
| funding budgets desirable. IBI the Assignment of Public Works System 


; “Post 2: Managing Editor, Prague. | Interested. companies are hereby invited to Brest within the a 


| Reporting to the editor-in-chief, this post will have significant responsibility tor | f| framework of the Prequalification Specifications and Conditions 3 


“| conceptualisation and commissioning magazine content together with | Ei. th, 
‘collaborating with the programmes Separate on editorial PES Editorial if approved by Resolution of the Executive Power oa December É 


and management skills required. . t 1997. 


Post 3: Associate Editor(s), London and Prague | E | EH Itis. ale made known by this document that the Data Room for the 
; JT is seeking associate editors for the regions of the Russian. Badean Central d purpose, located on the first floor of the Arrival Building of the above 
Asian republics, the Caucasus and Central/Eastern Europe. The heart of the | Fi mentioned Airport is still open, and that new documents have been 
C editorial team, the associate editors bring detailed regional expertise and | $ dded.cont le t ; information. | 

_ | widespread local contacts to commissioning news and Jeatures. Applications | adde ERR aining supp mentary 

op from candidates. from the regions are strongly ENES | 


Post 4: Projec irector, Tblisi : o | 
Tür ro-year media development programme: in the coca made 
ug a ge arded by the UK National Lottery Charities Board. 
| ield Director will organise journalist training and 
our local partner in the production of a Russian | f) 
^on ides regi , and collaborate with the editorial department. | J Opening Event : At the same place and date at 12:00 a.m.. 
eg and shies tic openee iai a managerial experience i if 
SECTIO ee PIN AQ . pF “Cost of the Bidding Specifications and Conditions: US$ 3500 (three 4E 
3 thousand , five hundred US -dollars) - dd 





Time and Venue for Reception of Proposals : Up until 10:00 a.m. , 
Ij) March 30th 1998, in the Arrivals. Building of the International deis A 
| of Carrasco "Gral Cesáreo L. Berriso” , First Floor. “Data Room" 
| Department of Canelones , Republic of Uruguay. 



















investigative proj 
language bulle 
Russian langu 













I Other editorial seit project pos 
|] Applicants should forward CV 
Tanya Hassan, Executive 
| Street, London N1 9LH, fax: 


| Only shortlisted applicants wil 








speran E ieu A | | 
to Lancaster: House, 33 3 Islington. High 
ne 0, email: : tane E og ; 





E Placec of Sale of the Bidding Spealicationi and Conditions: eee : | : 
F di Department of Aeronautical Infrastructure (DOIA), Camino. Córrasen; H 
Be pBiddings S Section as from. Ja vary 2%, , 1998. Se a 











i5 US/UK tax return sers 
Tatax advice + full. a 
E for US. citizens an 

holders living/work 
oa Serving individuals 


ARHECK ROAD 


[& Mountain resorts 


You. can own a quality APARTMENT/CHALET in f 


MONTREUX, VILLARS, LES DIABLERETS, LEYSIN, 


GSTAAD Valley, CRANS-MONTANA, VERBI ER, etc. q 


From SFR 200000. -Credit facilities 


REVAC 3.4. 52, rue de Montbrillant — CH- 1202 GENEVA 
Td 41 22/734 1540- Fax 734 12.20 








Become An 

OFFSHORE 

FINANCIAL 
ADVISOR 


Six-figure potential 
(702) 883-1944 
Fax: (702) 883-0267 





I YOURO OFFICE IN ASIA 


and business. advice and consultancy, to assist 

BZ your Malaysian or. Asian business, Local 

(| f company set up by expatriate (after 26 years 
04 | with Fortune 500 company, most in Asiaj. 

|] | Tr-Concepts Sdn Bhd, 4A, Jalan Telawi, 

mi Bangsar Baru, 59100 Kuala Lumpur, Malaysia. 


[te (603) 284 9664 . Fax: (603) 284 9692 


merous Special Services Included 


* SUITE 114 + TEANECK, NEW JERSEY - 


om Ó f = : m - = x i epea are recommended 
SWITZERLAND | 

Sale to foreigners authorized. 1 
Lake Geneva| 


to make appropriate enquiries and 
| take appropriate advice before 


"expense or entering into a binding | 
| advertisement. The Economist 
| Newspaper Limited shall not be | 
liable to any person for loss or 


damage incurred or suffered as a | 
;resuit of his / her accepting or 


published in.the Economist. 






. Not available in Belgium, US & UK 











ess, Tep office services, marketing 










22 xid xg” 
Walnut or black leather $ 1 050. 

















Our Traveler's Briefcases 
double as your laptop bag. 
Your laptop’s protected b 
our padded, Flexible Un 


Here's an enormous brief- 

case that can double as your 
suitcase. It can carry letter. 
size manila file-folders and - 


letter-size binders stacked wreckable"" frame. 
vertically, side-by-sice. It’s Twelve of us work t toved 
a ‘legal’ carry-on. to design and make Glaser 


Travel Goods in our S: 
Francisco studio. Wi 
direct to you. Plea: 
for our free catalog 


GLAS ER DESIG 


SENEC SEM Max 


You can pack your suit and 
| shirts wrinkle-free in your 

22" Litigation 1 Bag with 

Glaser Insider" dividers. 



















- No Extra Charge - 


F4: 


sending money, incurring any f 


commitment in ‘relation to an S | 


offering tO accept an invitation 
contained in any advertisement 


* AT& er Optic. | 
í ustomer ideal [oi ri 






MONEY DUCATUM MONEY 
Invest in 
Managed Futures Pools 
Guaranteed Capital Programs 
35 years experience 
WRITE OR CALL TODAY 
Dunn & Hargitt inti. Group 
41 Ave. Legrand, Box 1 
1050 Brussels - Belgium 
Tel: 32-2-640.32. 80 
Fax: 32-2-648,46.28 













* Agents Wanted Call 1-206-378-2816 » i 
Tel: 1.206.599.1992 « Fax: 1.206. 599 .198. 


417 Second Avenue West * Seattle, WA 98119 Us 
WWW. c kaliback. com * Email: info@kallback.com - 












































TES SEI EFT HOT ER 
|] Hotel facing Hyde Park in Lancet Gate. 
s dExcel ient value. accommidation 4 in the heart of 
E 1 London near major. tourist and eniertaibrent ; 
. venues. 


"Offshore is Where the Wealthy | 
have been Building and 
Keeping their Wealth for Years” 


Single £40 . Doubler Twi in £45 
Family £65 up to five. persons . 
Price for room: du 
OWets, television; Tea 
lephone, 24 hour 






















ww w.networktool.com | 

Ph:Fax Europe 44 171 691 7783 
NAmerica 13054187368 

PacRim 61 29 475 0012 





Rooms with ensuite i 
coffee inaking faciliti 
reception, recently refurbi: 
Tel No: 2441714027633. 

































x +441714024193 





ge mme 


1 H you have a net worth of more than 


professional experience in industrial 
and commercial banking and are a 


INTERNATIONAL 
PHONE CALLS 


For the 
lowest Prices 

in the 

Dd contact 
INTERNATION ` 


Tel: + 44.181. 490 5014 
Fax: + 44.181. 490 5075 


Email: sales@ppsitd.com 
www. ppsitd.com 3 
$401046€049 104946010 


WHERE 


PUT THEIR OWN MONEY B 
FREE REPORT 
Reveals Secret - 
Retter Than Gold 
Better Than A Bank Account 
Interest & Principal 
Guaranteed 












which is an associate member of the 
| British Commonwealth. 


| The cost of obtaining the licence 18 
|US$25,000 and includes the | 
| presentation to a Swiss Bank which | 
will provide correspondence services. 
| For details fax 972-2-6246508. E-mail: | 
| wolawoff(ginetvision.net il 
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ju, Winter Break 
in London 


Low season rates apply Jan - March 
We offer 24 Apartments ranging from 1-3 
bedrooms. Each apartment has a fully | 
equipped kitchen / reception. / maid service / 
satellite TV. 24 hour reception with fax and 
laundry service. 

The perfect alternative to Hotei 
Accommodation for the visiting family or 
business person. Comparative rates, privacy 
| | and ideal location. Knightsbridge, Museums 
f and the Exhibition Halls at Earls 
| Court/Olympia make Collingham Gardens the 
ideal home from home. . 




































^ For your FREE copy contact: 
Scope International Ltd, Box No 6946 
| Forestside House, Rowlands Castle, 












For rates and brochure please contact: 









Hants, POS GEE, England, URK. Collingham Serviced Apartments 
Tel: +44 1705 631751 26-27 Callingham Gardens, London 
. SWS GHN 

Fax: +34 1705 631322. Tel: 0171-244 8677 





E-Mail: scopemait@compuserve. com Fax: 0171-244 TAM 


Nfontreal, OC, Canada, H37 
! vos internet rpm v firm" : 
+ $i pr www. si ng 5 


US$100,000, more than 10 years | | 
| 415-292-5390/Fax 415-292-5399. 


| person of proven integrity, you may be f. 
able to obtain an offshore Banking | 
Licehce from an independent. state |. 


























http://www.pzi m.com 


MLS. GREEN CARD (NO JOB OFFER R) i 


Provisions in US. dinnigration jaw may taske You 
eligible for s L.S. GREEN CARD without needing à job 
Gffer. Hf vou are dn experienced businessman or. 
professional, please fax your C V., resume, or list. of 
qualifications for review to: 


Lave Offices of l 
DOBKIN & SHERMAN, P.C. 
- S200) Middiehel: Road, Suite 500 
Farmington Hills, Mi 48334 LLS.A. 
Tel Aaa 855 8600 Fax ole 855.9783 E. Jait rii ai com 


Get 90% LTV "no margin call" loans 
against your free-trading securities 
listed on any major exchange. Non- 
recourse loans, No monthly payments. 
$100,000 minimum. 

From USA, call 800-255-6933 /Intl. 



































International Company 
Formation Specialists 
New & off the shelf companies reasonably priced. 
* US corporations & LLC'S - every State — 
*. Offshore. companies: Caribbean, Europe, Far East 
Fast, reliable, discreet service since 1983, 
USA Corporate Services Inc. 
170 Washington Ave. Albany, NY 12210 
(518)433- 1400 * FAX [518 433- 1488 
httpi//vwww.cybl.convotfshore 


STOCK LOANS 
ALLMAJORINTERNATIONAL EXCHANGES 
NEW YORK, LONDON, TOKYO, 


HIGH LOAN TO VALUE RATIO 


NON-RECOURSE/TIMELY CLOSINGS 
REASONABLE TRANSACTIONAL COSTS 
FAX INQUIRIES/UETAILS OF REQUEST FO: 1-203-216-0490 
AB PHOENIX, INC. d 









LONDON SUITES 
LUXURY SERVICED APARTMENTS NEAR HARRODS 


| CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED FULLY REFURBISHED ONE AND TWO 

. BEDROOM APARTMENTS IN KNIGHTSBRIDGE 

T ALLFULLY EQUIPPED WITH MODERN FACILITIES. 


erm enim, "n 


P Kensington Park i 


Apartments 
| Luxury Serviced TERATE near Harrods. | 
Select from studios, one/two bedroom apartments 
all with rd equiped th kitchens,and odd italian 
at competitive rates 
reside service available. 
Kensington Court, London W8 5DG 


s 444 171937 2469 - 0498 622765 (24 Hrs). | 
FAX: ++ 44 171 795 6215 ; 
WE ra crier RT ME 


F F 


-your personal asset manager in switzerland 


FREE CASH GRANTS. 


-(1) 800-218-9000 Ext. 


| Simcoe, Ref. E, 1255 Laird Bivd., 


ALL SUBJECTS CONSIDERED: 






















College. 


Scholarships. Business. Medical bilis. 


Never Repay. Tolf Free 1-800-218- 


9000 Ext. G-4265 





FINANCING SERVICES WORLDWIDE, 
from $3 million to $5 billion and up. 
AMC (215) 343 9180, Fax (215) 343 
5969, 3146 Bristol Rd., Warrington, PA 
18976, USA. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
H-4265 for 
current listings. 





"» 2ND PASSPORTS / Driver's Licences 


/ Degrees / Camouflage Passports / 13 


M Countries / Secret Bank A/Cs / Awards. 
“GMC, Fax *3120-5241407, E-Mail: 


100413.3245&)compuserve.com:; 
hitp:/Awww.global-money.com 


















IMMIGRATION TO CANADA. | 
Canadian Immigration Lawyer will | 
prepare Visa application and conduct T 
job search for prospective immigrants. | 
Very reasonable fees. Leonard . 


#208, Mt, Royal, Quebec, Canada | 
H3P 2TI. Fax (514) 739 0795. 
Email: 76143.2031 @compuserve.com 


CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio | 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, phone, f 
satellite. TV, central heating, elevator, maid. 
service, resident manager. Suit 1-2 persons, f 
Brochure by Air-Mail: 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7 1AQ. 
TEL: 0171 584 4123. Fax: 0171 584 8058. 
E-MAIL: KNIS44 @HARLEYWEB.CO.UK 
_internet: WWY.LHARLEYWEB.CO.UK/KNIS41 








[NEW AUTHORS 


PUBLISH YOUR WORK 











lli Fiction, non fiction, Biography, Religious 
| . Poetry; Childrens, |. | 
H AUTHORS WORLD-WIDE. INVITED: | 

| WRITE OR SEND YOUR MANUSCRIPT TO: HE 
P MINERVA PRESS | 
H2 OLD: EN RD. ERE sill aD 





f AR he. SERVIC’ SINCE 
"" Modem, comfortable 





Rt 





z person A from £70 per night 
4 person apartment trom £115 per night 










ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 

; . Tek +444 171 370 2663. 

Fax: +4 44171 370 6743 | 









Office Art 
Unique mail order service 
Framed prices to suit all budgets 
Fast delivery world-wide 
Business users only 


1 Goinc OFFSHOR 


Visit our web site 
www.ArtDirect.co.uk 
Tel: +44 (0) 171 793 1999 


CARIBECO USALTD. If 


ep at M residen 


DOMINICA 
MED & PASSPOR 
Fully Legal Programme — 
- - Extensive Visa Free Travel f 
| ‘Based on US$50,000 contribution L 


ur information / immediate service from: — | 
OFFSHORE DOMICILES 











i porate, and provide management : 
vices in alí kel Minis 















| ao namia yee contact 
INTERNATIONAL COMPANY 





House, St. Johns, 





















| TEL: + 44 1624 801801 
| . FAX: + 44 1624 801800 
|... E-Mail iom@icsi.com 
| BbRANTAR - STEVE ROWLEY 
= FEL: + 350 76173 
“FAX: + 350 70158 
E-Mail: gib@icsl.com 
“HONG KONG - SIMON HANLEY 
oo WEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsl.com | 
SOUTH AFRICA - CARL LIEBENBERG 
TEL: + 27 21 418 4237 | 
FAX: +27 21 418 2196 
» E-Mail icssa(iafrica.com 
507 O UK- MS PEYMAN ZIA 
| AME + 44 171 493 4244 
: Di + 44 171 491 0605 
dE = E-Mail: uk@icsl.com 
E: 5 “USA- - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1.954 943 1499 
E-Mail: usa@icsl.com 


| E XT 








44 1624 801990 
into@offdom.com 





/Awww.offdem.cam 


OFFSHORE 
TAX-FREE 


ce pamies: Aea k E 





i formation and administr ation 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services 
VECO LTD. 


992 Budapest, Ráday u. 33/a, Hungary L3 
URT 96- 8i, 216-34-13 i 


if nail: düveco @ mail. malay hu 


Ask for our FREE information 

) brochure! E 
| ` Languages spoken: English, 

. French, Russian, Bulgarian 





Need an offshore company? 

JLE NUMBER ONE. | pe 
Do not use an incorporation agent in your country, “as this creates sa file 
on. your offshore identity in your own country. This is not wise. 

Companies - Worldwide - Bank Introductions ~ Re-Invoicing - Nominees 
: CHARTERED OFFSHORE SERVICES LIMITED 
i St. Andrew's Terrace, Waterford, Ireland. 
Tel. + 353 51 858855 Fax. + 353 51 858866 
E. Mail info @offshore-services.ie WWW iol ie/offshore/ 








«l6 CANADA IMMIGRATION *l 

Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
“Best Government owned and administered Investor Funds available. 
Sp ialists for skilled workers, businessmen and investors. 


E OIC CONFRATERNITY CANADA LTD, 
GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
.. (TEL: (604) 669 0389, FAX: (604) 669 3905 | 
Sapi ohna die. calvisal E-MAIL-passport@ ánfoserve.n net | 





















ll Other Jurisdictions & Offshore Banks M 








No. 1 | OFFSHORE 
TAX PLANNIN 
| SPECIALISTS 
| Since 1975 our worldwide staf of 
over 275  multi-disciplined. 
professionals including lawyers, - 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 


effective company formation in a : 
the major low tax areas q 


























Er A aie s largest. 
planning practices. Fully owned 


BAL our Consultants. are profession 

Rl trained and will ensure your affairs 

oe dealt with in an atmosphere 

E utmost privacy and confidentiality. — 
1 Rd 


WORLDWIDE OFFICES CANT 
mz PROVIDE: E3 





$500 
$500 
$500 
$495 
£250 
$450 
$1995 
£225 
£250 


e BELIZE 

@ BV ISLANDS 

@ DELAWARE LLC 
@ GIBRALTAR 

@ HONG KONG 

9 HUNGARY 

@ IRELAND 

@ ISLE OF MAN 

e JERSEY 

@ MADEIRA 


D ANNUAL FEES 


£495 "LONDON OFFICE : 
= ss 
I MEE EN SW3 6NJ 


€ NEVIS $575 | 
@ SEYCHELLES $350 TEL: + 171-352 2274 
FAX: + 171-873 9688 


ALL CREDIT CARDS ACCEPTED | B TEC 
f E-mail: ila ae dads com 


FREEPHONE: 0800 262 
www.scigroup.con 


. . DUBLINOFFICE 1] 
?129 LWR PEMBROKE ST, DUBLIN 2E 
. TEL: + 353-1-662 1388. 
FAX: + 353-1-662 1554 ~ 
E-mail: aci d iolie - 


Available on Request 8 d 
LUXEMBOURG - EVELINE KARLS E 
Tel: 4352 224 286 Fax: +452 224 287° E | 
FINLAND - JENNY KOMPULAINEN @ 
Tat +358 $6969 2569 Fax: «358 9 8069 2945 | | 
HUNGARY - LASZLO KISS BSc (Econ) | 
| Te «36 1 351 9959 Fax: +96 1 351 9258. EO 

SINGAPORE - DIANA BEAN M 
Tet +65 595 2382 Fax 485 538 2901 — 
HONG KONG - RAYMOND CHOI MUA ip! 
| Tet +852 25220172 Fax: +852 25211190 
SHANGHAI - BART DEKKER im 
Tet «8B 21 6248 4555 Fax 486 21 C048 14271 
USA WEST COAST - AICS Ltd. 
KEVIN MIRECKI Attormey-at-Law — - 
Tek «1714 854 3344 Fax «1714 864 69007 M. 
For immediate Service & our Free 110 
Page Colour Brochure Contact: 


ISLE OF MAN -CW FORSTER | 
OVERSEAS COMPANY 
| REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 4EE| 
E-mail economistGocra.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
LONDON - RICHARD COOK, BSc 


Tet 444 171 355 1006 Fax. «44 171 493 4973 


1509002 CERTIFICATED 










































Athens, Budapest (ison Moms Moscow, B 
IM Nicosia & Sofia 


For a free colour brochure on Won 
fe how you can save taxes please Ei 
me complete this coupon below: 


Mete e eie em erret Mr Penn Pm m reni maniere AAA AA a RPV Va ama rar sanat a 


WWW. ocra. com 

































7] OUTPUT, DEMAND AND JOBS E pnia e GDP grew 05% in the fourth quarter; annual 
|. growth slowed to 3.1% from 3.7% in the third quarter. Growth for the whole of 1997 acceler- 
| ated to 3.3% from 2.6% in 1996. In the year to November, industrial output growth slowed to 
| 6.6% in Spain and 10.2% in Sweden. In Belgium, output fell by 0.7%. | 


% change at annual rate | nanaon 








The Economist poll Industrial Retail is 

GDP ^ GOP forecasts eduction — (volume) ^ . rate 
3mths! 1year — 1997 — 1998 — _3mthst Ayear year — latest year ago 
Australia — +59 4360 +30 434 +04 «150 —*380 1 Bl Dee 86 
Austria na + 13 1996 +18 +24 +36 +65 Max +33 Sep 7 Nw. 69 
Belgium — £53 429 Q +24 +28 fa -07 Nw — - 04 Sp ` 132 Dec 13.6 
Bun — 21 31 os + 35 426 25+ 08 wy + 530m SL DRT 87 
Canada ral £40Q +38 «36 +38 +57 0a +64 Sep  _ 86 Dec 97. 
Denmark +57 +37 Q +30 +30 +44 +59 Nv +32 Ot 75 Nw 82 
france +35 4270 +23 +28 £55 4 54 Nw -08 Nov 124 Nov 125 — 
Germany +32 +2403 +24 +28 -31 *36 Ww -50 Nw 119 Dc 109 
Maly ———— * 18 « 19 Gà. * 13 +23 * 33 »49 Nov — * 31001 — 122 0d 120. 
Japan — «3! * 10g *11 *10 —-93 -13Nw - 66 Nov — 35 Nw 33. 
Netherlands +27 +2903 +30 +33 +33 +50 Nw — - 21 Aug — 49 beet 64 
Spam + 26 * 34 3. 432 +36 +39 46.6 Nv ona 206 a3 219. 
Sweden +62 +2793 +20 +30 *183 +102 Nov + 44 Nov — 69 Dect 87. 
Switzerland + 1? +0803 +06 +19 ^ na +68 0 + 41 ot 5.0 Det 53 
Ed ne 4 E es zm Do £37 PETENS 72 + $9 dec e r - 47 Dec 83 | 


tin eee ene ares eee ree Se — wena anrare tetrum Le mnm rete in np demere AA T a tttm tnr P————— rn a 


| IF PRICES AND WAGES Aoda consumer RET a roseo. 3% in the fourth quarter; underly- 
| ing inflation reached 1.4% in 1997, the lowest annual rate on record. In December the 12- 
Me hg rate of d inflation decl ined i in Austria (to 1.0%), Canada (to 0.7%) and 





p change atannualrate — — The Economist sipol 
. 2 uem Consumer prices* | consumer prices forécast |, Producer prices* __Wages/earnings 
a mths tyear 1997 1998. 3mths? tyear 3mths? 1year 
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= “Not storey adjusted. Average of latest 3 months compared with average of previous 3 months, at annual rate. **New series 





" JOBLESSNESS. Different countries use 
slightly different methods for measuring 
| unemployment. - ‘Hence the oreco has 
come up with a standardised definition. 
|} Our chart shows unemployment rates— 
| the number of unemployed people who 
x | zare actively seeking work as a share of the 

| total labour force—for 21 of the 29 OECD 
untries. For the OECD as a whole, unem- 
kyment stood at 7.2% in November 
997; down ply: uif fom M 5% in 

That ildir 


it tas increased. C dos obese i his 
.risen by nearly two percentage polio. on . 
 theoEcp's measure, to 1096. — ^ | 
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ETE COMMODITY PRICE INDEX 
Australian wool prices have 
fallen 9% this year to a nine-month low, 


partly thanks to Asia’s economic woes. Ex- | 


ports to South Korea have dried up and or- 
ders for wool to be processed in Europe 


"have been cancelled. The fall in prices and. 
the Australian dollars slide have prompt |. 
_ed China, which buys a quarter of the clip, 
to delay payments in the hope of better |. 
bargains later. Wool International, charg- . 
ed with running down the national stock- 
pile, must now sell more than 4,000 bales 
a week to meet the minimum require- 
ment of 90,000 bales this quarter. In the 
second half of 1997 it averaged 8,200 bales 


a week, and was on course to pay off its 
A$398m ($268m) debt by December 1998. 














1990-100 % change on 
Jan 20th Jan 27th* one one 
PORTUM month year 
Dollar index 
Allitems — 1027 . 1042 +02 -65 
Rod 363 — E R acts 
industrials i eS s 
Ail 0 824 m ,,,846 ~ 19 7 20.3 
“wat 01798 SL CMT 
Meta —— 752 ^ 77)  « 07 -170 
Sterling index ial CMM LE 
Ali items — 1126 — 1128 + 18 - 87 
Food | 138.3 — 1373 + 34 + 52 
industrials rU E 
_ A _ 3 xx. bs, Low 03 -22.1 
Niat ^ 1033 ^ 1039  - 36 -260 
"Met 824 841 +23 -190 
SDR index idis TENE Li E 
Allitems — 1041 1043  * 03 = 33 
Food (03279. 1268 + 17 14 
industrials - EORNM ES LIMES EM 
LAE 1.5 846  - 20. -175 
Nat — ^ 3955 960 - 52 -216 
Metas 762 777 +06 -142 
Gold yes unc UE 
$ per oz 288.85 , 299.05 +25 «153 
Crude oil North Sea Brent — tt—~ts 
$perbarrel 15.65 16.10 - 48 -277 


m————————— 'ÉÓ (E d 


* Provisional. | Non-food agriculturals. 
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ls ST OCK MARKETS. m was a good week for European stockmarkets: bourses in Britain, 
. France, Italy, Spain and Switzerland hit record highs on January 28th. Canada's stockmarket 
made the biggest. percentage ae this week. 








hare price indices. % change on 
one one record Dec 31st 1996 
week year high in local in $ 



















: Australia 





695.1 
3,086.1 
6,5087 
E 915. 5 


2,3785 — 
39229. 








695.1 
3,315.8 
6,508.7 » 

8,259. 3 










i `; “Morgan Stanley Copia ara index includes above ie and seven others, in dollar terms. 








; can Treasury borid prices lower, with the yield on the 30-year benchmark bond edging up 
1 towards 6%. European government bond markets had a quiet week. 


Money supply* mA ‘Interest rates % p.a. (Jan 28th 1998) . . 
% rise on year ago over- Fmi money market . banks bond yields Eurocurrency . 


broad., 














night latest l „yor ago prime gov't? corporate 








i France —— — 465 «10 Nw 3.38 352°. 330 £4655 505 525 409 450 
; Germany 467 +48 Nw 329 354  — 316 5.00 5.05 491 350 452 
© Italy +7.7 +103 Nv 644 5.72 738 — 838 549 5.79 6.14 5.05 
Japan 493 +38 De 043 071 044 | 163 206 183 0.42 1.39 


-Spa _+12.1 +36 Dec 466 475 -587 725 5,30 565 469 4.74 























































na 413 Nw 425 . 438 399 520 554 572 478 531 
P switzerland £93 +44 ot 1.06 125 1425 3.13 304 321 114 2.13 


: United States -1.2 +53 Dec 569. .,,540: 5.45. 850 
eu Ten-year b bond rates (old series: Britain 15-year 6.1496, United States 30-year 5.94%). 


: tNarrow: Mf except Britain MO, broad: M2 or M3 except Britain M4. Sources; Banco Ambrosiano Veneto, Banco Bilbao Vizcaya, Belgian Bankers' Assn, 
: Chase Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Det Danske, Deutsche, Generale, J.P. Morgan, 
E nbn noya Bank of Canada, SE-Banken, Svenska Handeisbanken, WEFA Group, Westpac, Datastream ACV. Rates cannot be construed as banks’ offers. 


5.68 6.83 5.53 5.56 















IDICATORS 





R 
+ 
i 
x 
pi 
l + 
+ + 
Ray o0 zs 14684 — 11684 6604 +15 +516 nl — « 753 * 49.3 
"Japan 169738 206811 146644 2+ 17 - 74 2564 = 121 7183 


ND INTEREST RAT ES The scandal surrounding President Clinton sent Ameri- 


3 mths bonds 





lI BUDGET DEFICITS In 1997 Germany, | 
France, Austria, Portugal and Greece are 


3.0% of GDP, in breach of one of the main. 


currency union. Only four countries had | 
public debt of under 60% of Gp», as re- | 
quired by the membership criteria. 


General 
government debt 
as %o of GDP 1997 





a TRADE, EXCHANGE RATES AND RES ERVES Britain svisibletrade deficit widened to £1. 48 billion ($2. 5 billion) in ‘November, the biggest | 
: monthly sterling deficit since October 1995. The 12-month deficit widened to $19.2 billion. In the same period ] France S 12-month Wade | 


deficit widened to $29.1 billion. In trade-weighted terms the dollar fell by 0.8%. 








Trade balance*, $bn Current account , $bn Exchange rate Currency units per$ — 
latest latest 12 latest 12 mths "trade-weighted: Jan28th yearago _ 
month months Jan 28th year ago 
Australia + 033 Nov + 23 - 13.2 Q3 874 . 95.4 1.48 1.30 
Austria - 164938  - 69 - 60Nw 1024. 104.0 127 11.6 
Belgium + 1.15 Sep +120 + 105 Sep 101.8 - 104.2 37.3 33.9 
. Britain - 2.50 No . - 192 + 6393 104.4 95.6 0.61 0.62 
Canada | + 073 Nw + 17.3 - 8503 - 808 . 868 1.46 1.34 
Denmark * 02901 + 39 + 0.5 Qs |. 1043 106.3 6.88 6.27 
France. © + 81 No + 291 + 374 Od 105.2 107.1 6.05 5.54 
"Germany + 7.33 No) + 731. ~ 5.2 Nov 102.8 106.0 1.81 1.64 
Ataly +288 Oa + 329 + 34.2 Sep 75.2 77.4 1,782 1,616 
Japan +10.56 Nv + 99.8 + 91.9 Nov 123.9 1227 125 122 


+ 1.41 oa + 169 + 224 Q2 —— 101.1 104.1 2.04 

~ 1.70 Nw — - 178 + 93 0a 76.5 784  - 153 

+ 152 Dec + 17.1 ko 40 -— 6.2 8.01 728 
+ 0.78 Oct - 0 + 20.3 Q3 107.9 103.0 1.46 1.42 
-15.10 Nov -198.1 -156.9 Q3 1085 — — 1021 


Jo SE 2. Foreign reservest $bn ET cs 
per£ perDM. perecu latest year ago ^| ^ 





242 0.82. 1.61 16.5 Nos 134 

209. 703 139 19.9° Nov 22.4 

612 206 407 167 Nw 17.6 

- 034 . 066 - 35.3 Sep — 378 

2.39 0.81 (1.59 . 186 Nov  .200 

11.30. — 381 751 . 194 Nov 14.4 

| 994. 335 6.61 30.2 Nov 26.9 
296. - c 197 771 Nw 864 — 
2,2927 987 1,946 543 Nv . 482 -— 
205. 693 137 2272 Nw 21589 — 


3.34. 1.13 2.22 259 Nov 2 
84.8 167 68.7 Nov 5 


‘Britain, France, Canada, Japan and USA imports fob, exports fob. Ail others cifffob. 1990=100, Bank of England. Excluding gold, IMF definition. 


né fy adjusted. 





thought to have had budget deficits ofover - | 





requirements for joining Europe's new |. 








— — i M ÀJ Ó—À— MÁÁÀ rnm Hn Ó—  Á—M Ó M——ÁÀ———— iiaeaae 
if COMPETITIVENESS A country's real | ECONOMY In the year to December, consumer-price inflation continued to rise in South - 
effective exchange rate is calculated byad- | Korea (to 6.6%) and Thailand (to 7.7%), but fell in Hong Kong (to 4. 8%) and Singapore (to 2.0%). 
justing its nominal trade-weighted ex- | Over the same period, Chile's 12-month trade deficit widened to $1.2 billion and Mexico's 
change rate for differences in inflation at | surplus shrank (for the ninth consecutive month) to $0.4 billion. 

home and abroad. It provides a measure 



















































CRUCE SLEEP: T ERES 


t 
| of a country's export competitiveness: a | n change on year sarie yoat ariet a „Latest 2 months Sn Fomign rere Som 
| rise in the index implies a fall in competi- | 7085 MEAE d 
| tiveness, and vice versa, Asia's troubled | China + 828.4 92 be 15 1386 ww — «4 72 w» 139.9 oa 1009 





| economies have seen a massive fall in | Hongkong — « 64 ucc ren « -207 ww | - 26 m» 965 nv 6385. 
| their real effective exchange rates in recent. | mdi... t GB te Eden + oe e - 33 ww — - 45 1996 —— 242 De — — 202 — 
! months. After being relatively. stable for | indonesia — — « 80 : —— 4156 gr + 116 0« — +1060 — - 7992 189 oa 157. 


| most of the 1990s, South Korea's real effec- | Malaysia 74 os eA ny +29 ome OS uv o 63 e 2L] ow Z7 

| tive exchange rate tumbled at the end of | Singapore iO) + Soe + 2D 78 wy m ru Aci cue pes 
44% lower than in 1990. Indonésie had B. WE 
fallen by asimilaramount.Sincethen,the | : 
rupiah's real effective exchange rate will 
have fallen much further. The rupiah's 
nominal exchange rate has fallen from 
5,495 per dollar on December 31st 1997 to. 
| 11,800 per dollar on January 28th. Of the 
| Latin American count ies- in our chant, 
| only Chile's real effective 
: fell, hee? at the endo 
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South Africa — 
1 Turkey 


Latin America 


| FINANCIAL MARKETS. Russia's stockmarket slumped 17. 7% in the Keka to January 28th 
| and was sharply down on the 29th as foreign investors took flight. In Asia, India, Singapore 
and Malaysia had a bad week, while Indonesia and South Korea rallied. Brazil, Portugal and 
| South Africa also posted ny gains. 


Currency units Interest rates  Stockmarkets ^96 anie on 














pers. per £ short-term Jan 28th Dec 31st 1996 
Jan 28th yeat ago Jan 28th | * 5pa 0 55 one in focal in$ 
We RR * . week currency — terms 
China = — c 829 _ “13.6 868 © 12938* + ZO + 355 +358 
| HongKong — 774 774 127 1262 92924!  * 01  - 312  - 313 - 
More-developed Asia inda. — 387 35.8 M: 63 5 129.. 32096.  - $1 + 40 - 35. 
indonesia. — — 11,800 — 2,372 . 19,377 — 3050 ^ ^ 4859 ^ &« 43 ^ - 238 = 847 - 
Malaysia — — 436 — 250 715 1009 ^  5695* — - 36 — - 5940  - 733 — 
Philippines 42.2 263 69.3. 1393 ^ 17821 +45  - 438  - 650 
Singapore 172 — 141 282 813. 12599! | - 39 vod. ue Bt 
| South Korea —— 1,680 860 — a ao BS +24 ^ xo —- 600: 
| Taiwan = (340 274 558 830 808555 - 02 + 166 = 57. 
thailand 537 259 88! 2550 | 4342 +03  - 478 - 750 _— 
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Less-developed Asia 


























Portugal ee 5 "165. 304 482 OOOO aA € 50 +1007 + 682 — 
| SouthAfrka —— 492 — 456 808 1448 ^ . 63443. «44  - 47  - 93 
| Turkey . 218,600 115,870 358963 7589  . . 35472 +07 42635 + 803 
| Czech Republic — 348 279 572 1606 4967 ^ - 25 ~ 154 -~ 338 
| Hungary 206 170. 338 1956 7,5603 CW 19 + 829  « 438 
| Poland 351 300 — 577 ^ 2576 —— 140711 . * 12  - 19 - 196. 








| Russia — 600 o | 985  J 2800 | = 562.3 -127 . + 564 at ah 





*jan 23d. To 2th. tan 26th. &lan 22nd. 


| Sources: National | statistics offices, central banks addi stock idus alean ‘Reuters; sac. Vus: J.P. coon Hon. dong aa 
| Authority: Centre for Monitoring indian Economy, Bank Negara Indonesia, Malayan Banking; Philippines: National Economic and Development Authority; 


ank; Russian 
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Bank Prspre Deut: 





Lae AA dms PANI Pet sees nany tae tft hee — FIVE 


| Hoare Govett Asia; FIEL; Baring Securities; Merrill. Lynch; Bank Leumi Le-tstael, Standard: Bank- Group bank; 
Economic Trends, Moscow Times/Skate Press, dog OH 


Click a button, get the global weather. Click 
another button to do currency conversions. 
Click again: Language translations or information on 
our worldwide airport lounges. You'll even find health 
Lel tips for stressed-out executives. The new 
Diners Club website. It’s everything you need to 
get your next trip headed in the right direction. 


http://www.dinersclub.com 
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Defining federalism 


Sir—I read Sir Michael Butlers 
letter on the European Union - 
(January 24th) with great interest 


but also with some confusion: He 
says that neither France nor Ger- 
many is working for a federation, 
and that rhetoric about political 


union need not be taken serious- 
ly. Perhaps Sir Michael is right, 


but he goes on to make the fol- 
lowing points. 


First, he draws attention tc ihe | 


increasing precedence that Eu 
-. law takes over national law: he 
says that Eu law is a crucial part 
_ ofthe eu and that opt-outs would 
- bea recipe for confusion and dis- 
pute. Second, he says that Euro- 
pean integration will continue 
because it will be in the interests 
of members to do more things 
together; and that the successful 
introduction of new members 
will require some prior further 
integration of decision-making 
in EU institutions. 

These, taken with the central- 
ising effect of Emu, point to more 
and more power being trans- 
ferred to Brussels. This may not 
lead to the formal trappings. ofa 


federation, but in practice it. 


amounts to much the same thing. 
Crackenhill, | 
Kent 


Si&—Lord Owen should study 
the origins of European integra- 
tion before raising the bogey of 
federalism (January 24th) H 
should also heed Popper's warn- 
ing not to "abandon real prob- 
. lems for the sake of verbal prob- 
5 lems, the surest ou to 


The Economist 


unique, li 


DONALD KiNG 


Westcote Barton, 


intellectual perdition.” Sir 


. Michael Butler points out that 
< neither France nor Germany is 


working for "a ‘federation’, as 
you define it", for the eu is “a 
ernational 
CR urches, - 






organism”. 





a former Dutch fo eign minister, E- 
drafted a plan for a common - 


market. He. recognised. a shift in 
the function of nation-states, 


_ from the provision of rights to- 


that of services, which transcend 


constitutional jurisdictions. He 


believed that common activities 
should be organised through 


| functional arrangements where 
communal needs prevailed, and 


that authority should be dis- 
persed. Having witnessed many 
pre-war governments’ failed 
attempts at trade treaties, he con- 
cluded that only institutionalisa- 
tion would procure long-term 


benefits, including peace. Cru- 


cially, his was a “bottom-up” 


arrangement with built-in flexi- 


bility; a process of development, 
not a dogmatic blueprint. 
HERMAN 


Oxfordshire FRIEDHOFF 


Sir—Lord Owen invites us to 
share his prejudices, to accept as 
an act of faith that some "essen- 


tial sinews of nationhood" are 


worth preset into the next 


: “The 
: Economist 
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unions, employers and indeed | 
states belong to. federations so - 
that they may do more things 
e when itis in their i inter- 
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century. Paradoxically, he seems 
towards the end of his piece to 
argue that Britain's sinews of 
nationhood ‘should remain 
"free" in order to support Ameri- 
ca's foreign policy. If this is his 
objective, his rationale cannot be 





disputed. Clearly, federalism 
would curtail Britain’s freedom 


in foreign affairs. 
- To. some of us, however, Lord 


: Owen’ : case may still be anathe- 


someone living in the 
gland, as I do, or in the 
Vestminster and White- 
very bit as remote as 
s, and one could argue 
ly for a European state, 














| with enhanced regional autono- 


my. Given these aims, it is the 
modern state, a relatively recent 
construct, which is redundant. 


Colyton, 

Devon ToM KiLCOURSE 
— Ó—— P TN EREM 
King and quandary 


Si&—You wonder why Nepal's 
King Birendra hesitated when 
the country's prime minister rec- 
ommended the dissolution of 


parliament (January 17th). But 


you fail to report that on the same 
day as this request, 96 members 
of the House of Representatives 
asked the king to summon a ses- 
sion of parliament. Thus there 
were two proposals before the 
king. In addition, there was a 
Supreme Court decision that had 
restored a parliament dissolved 
by the king on the recommenda- 
tion of the prime minister in 1995. 
All these factors made the 
issue rather complicated, so the 
king resorted to a constitutional 
provision that allows him to seek 
the advice of the Supreme Court 
before arriving at a final deci- 
sion. In other words, the king was 

merely doing his homework. 
RAM BAHADUR 
LIMBU 


Japan's sick banks 


Sig—One would have to agree 
with The Economist's tenet 
("How to waste $250 billion", Jan- 
uary 24th), that the problem with 


Japan's financial system should 
have been addressed forcefully 


years ago. Your logic, however, is 


flawed. You say that "Japan's 


banks as a group suffer from too 
much capital, not too little. ý 


6171 839 2968 


Italy 





E-MAIL : letters&economist.com 


True, the industry has too much 
physical capital, but the exis- 
tence of bad loans means that its 
net worth has been eroded. It is 
this depletion of financial capi- 
tal that is reducing the ability of 
banks to take risks, threatening a 
serious credit crunch. Thus, the 
proposed injection of capital is 
meant to strengthen the finan- 
cial position of the banks, not to 
add to their physical assets. 
Second, the bill under consid- 
eration is clear about not bailing 
out insolvent institutions. There 
are borderline cases, to be sure, 
but any injection of capital to 
specific banks has to be 
approved by a unanimous deci- 
sion of a committee, whose min- 
utes would later be published. 
Tokyo KENGO INOUE 
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Undemocratic 


Sir—You deplore the Turkish 
Constitutional Court’s proposed 
closure of the Islamist Welfare 
Party (January 24th). But what if 
Welfare came to power and 
demolished even the semblance 
ofdemocracy that exists today, by 
enforcing sharia law? 

Can Islam in Turkey be recon- 
ciled with democracy, as a para- 
digm for other Muslim coun- 
tries? It seems that many in the 
West are interested in such an 
experiment, to see whether a 
Muslim-Democrat tradition can 
emerge, along the lines of Christ- 
ian Democrats in Europe. But 
what will happen if it does not? 
Amsterdam T.C. BERIKER 
PAE IEEE NADAREN PEA AE AT T S, Ai 


Papal power 


Str—Your leader “The fading of 
Fidel” Ganuary 17th) calls Pope 
John Paul H an autocrat. Yet the 
pope’s authority is limited to the 
gospel and tradition. What joy do 
you find in punching a frail old 
man on the nose? 

Mogliano Veneto, 

LUCIANO COLDEBELLA 


Sir—So the pope wants democra- 
cy in Cuba? In 20 years as a 
Catholic (before I quit), I do not 
recall ever being invited to vote 
on church policy.. 

T = 8 ys 
indiana. SG. : rne 










‘CIAL CONTROLLERS 


administrative procedures, purchasing and human. 
resources. : hs: 


The ideai candidates should have the foil owing prone 
« Age between 28 - 35 approximately. 


Higher University Degree, preferably: Business or 
Economics. MBA wou id. be an advantage. 


E now looking to Minimum 4-6 years’ ‘experience in financial controi 
functions, preferably within a multi- national environment. 
Fluency in Du and 5panish is a must, knowledge ofa 
third language will be an asset. 


This is an outstanding. opportunity - for internationally 
minded, energetic and motivated finance professionals - 
to develop their career in a truly stimulating and. 


deas Further KE M: include general rewarding environment, 


Please send your CV in English to Manel Pérez. Nicholson international SM 7 

Search and Selection, C/Marqués del Riscal, 12-49? - 28010 Madrid. | INTERNA TIO NAT 
Phone: +34 (9) 1 391 1038. Fax: 34 | 9) 1 391 11 50. E-Mail nimadrid mad.servicom.es ee d Spain E 
5 RM 6.0 version]. | 
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Senior Economists KPMG i is one of the world’s s largest accounting and commercial environment, and have strong | 
Global Tran sfe r Pricing | consultancy firms. Through our offices yon wee quantitative and analytical ability. Experience in 
and our Transfer Pricing Resource Centres in transfer pricing and valuation is highly desirable 
London, Washington and Melbourne, we provide and training in applied microeconomics, financial 
London unparalleled transfer pricing services. economics and industrial organisation would 
| : We are.now seeking experienced economists to join be ideal. 
£Excellent + flex ible us.and make an P impact in our EE Above all, you will have the ability to manage 
benefi its package London office. Working within this dynamic and be part of a fast-paced team. This must be 
environment, you will develop creative, defensible combined with first-class English language 
analysis to assist clients in implementing and writing and public speaking skills and well-honed 
documenting arm’s length transfer pricing. Developing interpersonal skills. In return, we offer a 
close working relationships with colleagues in tax competitive salary and flexible benefits package 
consulting and in other lines of business, your role and the opportunity to develop your professional 
will involve expanding the practice by liaising with skills. 
KPMG offices globally, and disseminating the latest To apply, please contact our retained consultant 
transfer pricing developments worldwide. Nicki Corner on 0171 415 2800 or write to: 


To succeed, you will be qualified to Ph.D./M.A /M.Phil Brewer Morris, 179 Queen Victoria Street. 
or equivalent, have 5 years’ experience within a London ECAV 4DD. Fax: 0171 463 07: 








Be TS falls y vacant in esca uia 1999 on the retirement of 
E Mr Nicholas Bomford. 


The Gower. will Velcon applications from candidates of 
standing from within or without the school world. 


| Applications, which. Should be accompanied by a curriculum vitae 
. and the names of two referees, should be sent to the Clerk to the | | 
Governors of Harrow. School, 45 Pont Street, London, SWIX OBX. 


= = The losing date for applications is Saturday 14th March 1998. 
Registered Charity No: 3 10033 





im USAID | 





)R INTERNAT llo ONAL DEVE Lor P PN ENT 


is seeking qualified candidates for the position o ors 





arty tax. "ihe pestle ak. a range a economic A project- 
aluation responsibilities, dealing with senior officials responsi ible for tax 
ration. A Ph.D D. in economics or equivalent, preferably in tax policy and 
d experience, in risu piura of tax- ž-reform 1n and/or supervision 


E mail Brent t Scha vgs Executive Officer. bschaefferQusaid. gov. E 








! Rare high. level entry f for + multi-lingual, intellectually able, young: visionaries. 
| THE COMPANY 


sultancy ¢ established 1972. Most of the world's major 


+ Global mid-size z 


ae strategy. Work closely with ipaa Partner to 
eñt ; relationships and consulting work. 


@ Encourage research devel. dei consul icing programmes, manage 
project teams. pipia potential 


QUALIFICATIONS | ee 
@ Top class academic credentials: “Bus: chip. financial services background AT 
with one of above specialisations. 1 


œ Second European language: essential, “Business development record. M 
client. contact. E ES | 


Strongly analytical. Comfortable with. senior level € 

Demonstrably service driven, — ^ Minds 
© Outstandingly personable, confident, balanced. Excellent communication Nu 

skills. Lateral thinker and self-starter. JE S x d ideam n 


. Please send full cv, stating salary, ref LGB801CAIE, to NBS, 54 Jermyn Street, London SwiY 6LX- 
| ^. Fax 0171-409 1786 Tel 0171 493 6392 "I 


rdeen * Birmingham * Bristol + Cardiff - City * Edinburgh * Glasgow 


i NB Selection EE 


IB Resources p Becmpam d 


Aberdeen 


Leeds * London * TE . Radlett .. Slough + Frankfurt. s Madrid |^ Pa 


u international 
ue aso $002 Registered 


a a aa as E 


r oies - Internation: 1 


| Ask any oil and gas analyst Which i company is most Mikély t to see 
us global expansion in the next few years and the answer will be TOTAL. 
“We have embarked on a journey that will double production outside 


the Middle. East, making. us. one of the top-performing. and most 
- ambitious upstream exploration. and production: companies in the 
world: Our activities cover Latin America, the Far East, the FSU and 
Africa, and we need professionals who see a role in the North Sea 
and West of Britain as a springboard for wider-ranging opportunities. 


Senior Economist. 


As a key member of the small, high ca libre, strategic planning team, 
you will be responsible for initiating, presenting and managing 
analysis of all aspects of our upstream business. You will be an 


influential figure in field development projects, acquisitions and 


disposals and competitor analysis. As a seasoned professional with 
significant potential for further development, you will have around 10 
years relevant experience and a proven track record (oil and gas 
industry, UKCS fiscal regime). The successful candidate will have 
‘the business skills necessary to represent the company in 
. commercial negotíations. 


Economist 


: Working: as part of our strategic planning team, you will have good 
ana yuca! skills, be highly numerate and be expected to perform and 





present economic, commercial and strategic analysis-for our 
company business needs. . 2r 
These are both high-profi ile roles offering the autonomy and 


empowerment to prove yourself. Success. will be rewarded with - 
significant career advancement. either in the UK or internationally. 


You must have a good first degree, preferabl y with a post-graduate 


qualification. You will be se if-motivated with. welt developed p 
communication and interpersonal Skills. A second language will be. 
an advantage. » ! ; : 


If either of these roles. appeals to you, then io your CV. with full 
salary details, quoting reference MD5804, to David Lioyd/Jerry 
Goldsmith, Macmillan Davies Hodes, Salisbury House, Bluecoats, 
Hertford SG14 1PU. Tel: 01992 552552. Fax: 01992 505301. E-mail: 
goidsmit@mdh.co.uk 






















” Nordic Ce atre tor: 
Spatial Development 





: Centre for Sparial Development, was eablshed in 


ducation and knowledge dissemination and provide policy- 


7 relevant data. Nordregio is the publisher of North: The Nordic Journal of 
Regional Development and Territorial Policy 


Nordregio has a multi-disciplinary saff wich a variety T. university digrees. A senior research fellow is expected to hold 
a PhD or have similar qualifications, in addition to several years of relevant experience. A research fellow has full 
academic qualifications and preferably : some years of experience within a relevant field. Research assistants are recently 
graduated candidates. Fluency i in English i is essential for all V applicanis, other relevant. European languages an advantage. 


| Nordregio i is expanding and needs new staff in several areas: 


| Senior Research Fellow - Environment - 
| Your task will be to establish a project portfolio of research and 


|. education projects concerned with environmental aspects in: 


p: planning ad regional development. Experience from work 
| with enviror | impact assessment, local Agenda 21 
-and proe landscape is an advantage. You should have 






|. several y ears of professional experience and a well-developed 


| international: network within your field. 
Further information: Hallgeir Aalbu, *46-8-4635440. 


Senior Research Fellow/Research Fellow 
EE Regional Development 









ER | You s wi take part in and | lead research and « edücation projects 
i lopment in the Nordic < countries, the 
arts of Europe. In particular your 


work. vill | ous. on the i impacts. of regional. development. . 
valuation of policies and measures. 





policies. Experience from eva 
and from work with the European. Structural Funds i is an 
advantage. 

Further information: Göran Hallin, +46- 8-4635431. 


Senior Research Fellow/ Research Fellow 
- Urban 2 un 





vi r onment 


You will su with. reseasch: and education projects. concerned 
with urban planning | and the design of city structures. 
Experience from work with environmental i impact assessment 
and cultural milieu is an- advantage. Relevant professional 


c D. experience is desirable ` as well asa well-developed à internation- 
| al network. ES 


- Further information: Christer Bengs + +46- 8- 463541 1. 





Research. Fellow/ Editorial Officer 


You will undertake editorial and writing tasks as well as 


translation in connection with the production of books and 
articles, and participate in research and education projects. 
The main requirement is an excellent knowledge of written 
English. Additional language skills will be an advantage. The 
preferred candidate will have a background in writing and 
editorial work and sufficient experience in our areas of activi- 
ty to be able to co-operate with researchers and policy-makers, 
Further information: Lars Hedegaard, +45-33140288 or 
Hallgeir Aalbu, +46-8-4635440. 


Research Fellow - Spatial Planning. 


You will work with research and education projects in the field 


of spatial planning, ie. planning systems, perspectives and 


policies - in Nordic countries,  EU-countries, EU applicant 


countries, and Russia. Relevant professional experience is 
desirable as well as full command of one non-Nordic language. 


Further information: Christer Bengs, +46-8-4635411. 


Research Fellow/ Research Assistant 
- Regional Studies 


You will work with regional statistics and cartography and 
participate in research and education projects. Accuracy is 
essential. Knowledge of the study area (EU/EEA-countries, 
Baltic countries, Poland, Russia), their institutions and 


| languages i is an advantage. Relevant professional experience is 


desirable, but also recently graduated. candidates may be 
considered. - 
Further information: Tomas Hanell +46-8-4635410. 


Cumail of Ministers dip i is yes d: in the, ie of Hu 


7 a Nordic and European comparative perspective. We are active ^ 




















Meat Industry 
The International Finance markets 21 nodu 
Corporation is a member of the. .. structures and indu 
World Bank Group, with. and profit margins. 
Headquarters in Washi glon, NS The responsibility o 
DC. As an internationa . candidate will be the 
^. “and business evaluati 
(projects in the sector for: 
^. equity and loan investment and 
.. to maintain: regular son th 
__ key operators in the indus 


| ; Applicants. must. be. willing t toc MU 
The IFC is looking for s a uiy . travel worldwide and have the o 
and Processed Meat sector — -ability to write concisely in^ 
expert for its Agribusiness. ^————— English. A working knowledge | : 
Department, who will be. .— of French, Spanish or Portuguese : 
responsible for all investments . as well-as experience in. ooi 
involving the producti: _ developing countries would. | 
processing of animal a an advantage. | 


vegetable products, in 8  . IfCoffersa competitive ba 
fishing and aquacultun 7 package including relocation 
Applicants should have a formal — expenses upon appointmer 
degree followed by at: least 10 Please send a detailed resu 
to 15 years of business - . fo: International Finance 
experience acquired i in the Z - Corporation, Recruitmen 
private sector in the meat . Division (Code AGR) 
industry, with demonstrated 3 | piti Ave. CA 
knowledge of an experience in | DC 
technology/technical parameters, — | 
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countries raen sopin E 
financing and other tin wia 
services. — i 














lent's VEM serves as às acting President: 
y nded in. 1740, is one of the nation's 









































Provest Search Coie 
c/o Office of the Secretary 
100 College Hall — 

. University of Pennsylvania 
Philadelphia, PA 19104-6380 


l the fees of Pekah is: is an Equal Opportunity/Affirmative Action Employer. 





















| ASIAN DEVELOPMENT BA NK 


(Manila, Philippines) 
| EXPERTS FOR CONSU LTING OPPORTUNITIES 


The Bank engages individual consultants. for short and medium term assignments in researching and designing policy led programs 
and technical assistance e projects. We need highly qualified experts in the following fields: : 








* Trade Analysis. : Strong. econometric background and * Monetary Economics: develonius financial ` sector 
experience in mo elling to run simulations with a general reform package keeping in view country macroeconomic 
" equilibrium framework model —  -. fundamentals. "E 


T Export Policy 1 Analyzing impact. of trade and exchange 
i fate regime on exports and in developing/administering export 
policy and incentive. framework. 


Banking Policy : Corporate, and finsicin] restructuring af. sES 
commercial banks and. investment. banks and other financial 

| ; institutions, and. in designing policy reforms. at 
Industrial Restructuring : Corporate and industrial macroeconomic and institutional level. | 
restructuring including mergers and acquisitions at 
management and production processes levels. 


Taxation : Analyzing and structuring taxes and designing 
major taxes system including i income taxes and indirect taxes 
(e.g. sales taxes). | 


- * Infrastructure Financing : Structuring project finance, 
with or without recourse, with expertise in different 
instruments and types of financing. — 


Public Enterprises Reform : Dealing with corporate - 
Insurance Industry : Insurance management, policy and governance issues and the privatization and POMPE i: 
regulations as well as operations of insurance companies. strategic and modalities of state-owned enterprises. 













If you meet these expertise requirements, please register in the Bank's individual consuitant’sidatabase (DICON) via the INTERNE 
(http: /iwww/asiandevbank. org/download/howto.htm) or address the request for a DICON diskette either by e-m 
di on@mail.asiandevbank. org), or to CONSULTING SERVICES DIVISION, ASIAN DEVELOPMENT BAN 
39, 0930.) MANILA, PHILIPPINES. Fax: (63 - 2) 636 2471. Women are encouraged to register. 





SENIOR ae s 


circa £2 :000 per annum. 
plus generous benefits - 


Landell Mills is a leading. international management ponds with a 
strong focus on three main sectors: renewable natural. n ources and 
rural development, business and trade developmen and human 
resources development. Our work extends from long-term. policy. advice 
to a wide variety of project preparation and technical assistance for. 
implementation. Clients are private and. public sector. Organisations 
including the European Commission, the World Bank and regional 
development banks. 





























We now seek to appoint a senior executive to our Asia-Pacific Division. 

The job entails both winning and managing projects as a key member of 
the regional team. The post will be based in. Bath, UK, ‘but will involve 
periodic travel in the Asia-Pacific region. 


The ideal candidate will be a graduate with appropri iate postgraduate 

qualifications in economics or a related discipline, plus at least 5 years’ 

post graduate work experiemce. Previous regional experience is 
. important; as is recent familiarity with the operations of the main 

development agencies. An ability to write well (first language must be 
English), good negotiating skills and computer literacy are also 
essential. 










Please write, enclosing a detailed curriculum vitae, to: 


Virginia Williamson, Landell Mills Limited, 
Columbus House, Trossacks Drive, Bath, BA2 6RR, England. 
C losing date: 6th March 1998. 





CHIEF EXECUTIVE OFFICER 


l An exciting and challenging opportunity to lead an internationally reputed Enterprise 
Development Organization in Ghana, 






The organization is part of. an internatioeal network of enterprise support institutions with 
] counterpart. national programmes in countries such as Brazil, Argentina, Uruguay, Chile, 
' Colombia, Zimbabwe, Botswana and Nigecia. 






it is currently sponsored by a consortium ef donors including the United Nations Development 
Programme (UNDP), Department for International Development of UK {PHD}. World Bank, the 
(| European Union and fading private sectomcompanies in Ghana. 






The organization provides a comprehensive range of business development; services targeted at 
s] high growth oriented small- and medium-szed companies inc luding training, business advisory 
services, facilitation of access to finance, te&hnology, export markets and business linkages with 
large local and multi-national companies. 








The specific duties of the Chief Executive CEficer will include: 






. providing overall strategic direction sr the organization on the advice of. the Governing 
Board. ^ 


o*. — developing ard maintaining links end strategic alliances with key government and public 
7 Sector in&titutions, donor agencies as well as private sector interest groups. 









Chnical direction and « :eordinaling the implementation of programmes in 
g F prog: 


ens providing tec 
various functional areas in collaboratien with a. core team of senior exec utives. 







`» directing fund raising a activities and: ensuring the effective management and i use of the 
resources of the organization, i 





REQUIREMENTS 
The ideal candidate mast have: 







WOA minimuwh of 15 years experiencesrelated to private sector dev elopment in a senior 
Management position. Knowledge and specific experience in smal enterprise 
developments is essential. 








Post graduate « d professional qualification in A Administration, Economics or 
‘Social Sciences: 









Utica posue i in deal ing with PRA, institutions and the private sector at the | 
tic al level. : 






1 The succes iot candidate will dead: à ONDE of hi iilis motivated, EEEN oriented 4 
] professionals, working in an env ir onmenit. & Rich offers scope for. penna arid. career p grow thi in 
the pursuit of excellence. 2 







i The compensation package for the s ida ds comprehensive and negotiable; : 
F Applications should be received: by 28th Fébruary, 1998 and should be. addressed ta: 
| The Economist PO. Box 4074 



































Privatization Committee 
Water ret Higciicny Sector 
Abu Dhabi 





The Emirate af Abu Dhabi has embarked on a privatisation programme for its Water and 








Electricity sector. This includes the introduction of Independent Water & Power Producers 
(IWPPs) and the corporatisation and privatisation of the present Water and Electricity 
Department (WED). The WED manages 3000MW and 200 MIGD of capacity. 

The Regulation and Supervision Bureau for the Water and Electricity Sector is to have 
responsibility for the economic and technical regulation of the sector following restructuring 
and privitisation. The Bureau requires two key individuals to assist in the development of 


: the regulatory regime and its subsequent implementation. 


- L REGULATORY ECONOMIST 


An experienced economist is. required to 
_ Carry out the key economic regulatory Tasks, 


including price control setting tariffs and 
developing the regulatory accounting regime. 
Overseeing the work of the business analyst, 
the Regulatory Economist will develop 
approaches to pricing and tariffs appropriate 
to the Abu Dhabi industry and will manage 
consultants assessing the efficiency of the 
new businesses. in the longer term, the 
Regulatory Economist will become the 
Senior economist within the Bureau. 
Required experience and skills 

Candidates will have a good honours degree 
in economics which may be supplemented 
by a post-graduate qualification. Candidates 
will have acquired experience of utitiy 
regulation, in particular of price control and 
tariff setting and preferably in the power ar 
water sectors, in a regulated company, 
consultancy or regulatory office. 
Remuneration 


AD Uhai H 


aie at hüp rs ie 





IL BUSINESS ANALYST 


Reporting to the Regulatory Economist. the 
Business Analyst will have responsibility for 
the development and maintenance of a 
number of financial models to support price 
control, tariff setting and business valuation 
for the new businesses. This will involve data 
collection, budding suitable financial and 
economic models. and developing robust 
quality control procedures for the maintenance 
of modets. 

Required experience and skills 

Candidates will have a good honours degree 
in economics. gees or other discipline 
with a high “quantitative component- 
Candidates will 5 experienced in medel- 


building — using ^ Excel — spreadsheets. 


Knowledge of financial and economic concepts 
would be desirable but additional training will 
be available if required. 














Radio Free Booe Radio Liberty, Inc., a private, non- 
profit broadcaster funded by the United States Congress | ff 
and a leading international broadcaster to Central and ` 
Eastern Europe and former Soviet Union, seeks an expe- 
rienced candidate for the following position: 


Journalist or 


PoliticallEconomic Analyst 
Ukrainian Broadcast Service 


Requirements: 


* Demonstrated writing & analytical skills 


.* Native Ukrainian fluency 


| Working command of English 
* Other European languages desirable 


Work location is Prague, Czech Republic 


RFE/RL offers a competitive compensation package. For 


consideration, submit your resume, salary requirements. 
and writing sample by March 1, 1998 to: | 


Human Resources (JOUBS) 
RFE/RL, Inc. | 
Vinohradska 1 
110 00 Prague 1 
Czech Republic 


RADIO EREE EUROPE - 


| | RFERL is is an n Equal Opportunity y Employ comm 













n E anomie E. Fo orgedating, 


Pension administration 
blic relations - 
administration 
Training — implementation & 
modelling 


have > prior experience working on | pension 


ast send urls. vitae by March 6. 1998 to: 


Ms. Hilary Berkey l 
Development Alternatives, Inc. 
7250 Woodmont Avenue, Suite 200 
Bethesda, MD 20814 
Fax: 301 718-7968 
Email: hilary_berkey@dai.com 


DAI is an equal opportunity employer 


The Inter-American Developm 
the largest ichs mu nitatérat haptic minis 


borrowings. in domestic el 
of other mechanisms. to ‘obtai additio 
of its capital resources, and ne vest 


Requirements: Educati 


an accredited law school ’ 

law in at least one Bank m mber country S Té i A yal grac 
course work in law or related field is preferred. Experience: More than 
eight years of professional experience since earning of degree is required 
it is preferred that at least five years be: at he. international : level (le 
practice, teaching, academic- study/pub ation), with: emphasis. on 
negotiating. drafting, and. counseling: i ternational capital markets 


| transactions. Experience in the practice of transnational financial la 


required. Languages: Proficiency in English and one other official Ba 
language is required. (Spanish, French, or. Portuguese). Worki 
knowledge of other: languages used in international financial markets’ $ 
preferred (German and/or Japanese). interested applicants. should senc 
cover letter and resume (in duplicate), by February 25, 1998; 4nc ludi 
salary requirements, to: 


Inter-American Development. Bank Stop E0507 
‘Code: NR-ATTORNEY-FIN-TE 
1300 New York Avenue NW, Washington, DC 20577 USA 
x or FAX (202) 623-3014. 


As a reflection of its. commitment to. its borrowing member countries, dh : 
Bank may require staff to accept assignments in both country offices. ant 
headquarters. Only applications which best match the requirements of the 
position will be acknowledged. The IDB encourages gender equality in. it 
hiring practices. 


SENIOR OFFICER (MARKET PROMOTION) - UN d: P4/P5 





| te International Jute Organisation (JO), located in Dhaka, Bangladesh, is an intergovernmental organisation established i in 
. 1984 for promoting the cause of jute and allied fibres through research, development and market promotion activities. DUO. 





d invites application from interested candidates for the position mentioned above. 


The Officer will be responsible for monitoring, analysing and interpreting developments in established and emerging : 







.. markets in respect of both traditional and non-traditional jute products. Based on these developments, the officer would. 
be required to formulate appropriate IJO: projects for the market promotion of Jute and jute preducts, and will also b: 
E KA) bad in coo and supervising their implementation, often in conjunction with the International Trad 


. ." Candidates are NET to have and advanced: university degree in Economics, Marketing c or a related discipline and at 
least 12 years of post-qualification experience in commodity analysis, marketing, market research, preferably i in textiles, ^ 


jute or other primary commodities. 


For the above position, a sound level of computer literacy and experience in project preparation, project appraisal and in | 
conducting feasibility studies is essential. Experience of establishing market-related data-bases will be a distinct - 
advantage. A good command of English is essential; knowledge of the other official IJO languages ( Arabic, Chinese and 
French) and of UN procedures would be useful. The above appointment will be on an annual basis usually renewable up 


to three years, with applicable UN benefits. 


Age limit is 50 which may be relaxed in exceptional cases, but in no case beyond the age of 57. 


| Candidates must be nationals of a member country of IJO. The current membership of IJO includes all member countries of E 
the European Union plus the following countries: Bangladesh, China, Egypt, India, Indonesia, Japan, Nepal, Norway. 


| Switzerland and Thailand. 


a . Applicants. who meet the above requirements should apply with detailed C.V. including the names of three references, y 
March 1998, to the Executive Director, International Jute Organisation, 145 Monipuripara, Old Airport Road, Dh 
1215, bm Med a 880- 2- ms Only, short-listed candidates. will be contacted. | 

























http: www.cehit.de 


Information Technology E "Visit Cebl T 98- = “the world’s largest, 
Network Computing: ; ro most comprehensive forum 
| CM /ADC - [dor information and communications 
7. technology 7,000 exhibitors from more 
E “thon 60 countries provide an unrivalled 
-Telecommunications E. | 
x ur range. of the latest products, systems and. 
TSCHE MESSE AG, Mossgende, - | Office Automation. T services in the I sector. So to keep pace with 
21 Hannover, Germany, - "IPIE ^ developments, find cutting edge solutions, 
449.51/89-0, ——— um re E d sig Technology / Card Technology. jf ^ vil plan long term investment for your business, - 
Ue 511/89-326 26 BH i Rb aea E e ~ Research and Technology. Transfer »ogt Hannover is is the place to be this Spring, 


| Software, Consulting and Services: 


more information: - 


“Bank Technology - 
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Mr Blair goes to Washington 


HEN Franklin Roosevelt entered the 

bedroom Winston Churchill was us- 
ing at the White House in 1941, he found the 
British prime minister stark naked, dictating 
a letter. “You see, Mr President, I have noth- 
ing to conceal from you," remarked Chur- 
chill. Given the current jitters at the White 
House, it might be unwise for Tony Blair to 
use similar tactics to stress his intimacy with 
Bill Clinton. Nonetheless, as the two leaders 
swap ideas and slap each other's backs this 
weekend, it looks as if another Anglo-Ameri- 
can partnership in the tradition of Roosevelt 
and Churchill is well under way. 

The similarities between Mr Blair and Mr 
Clinton are obvious. Both are young, personable and tele- 
genic leaders who succeeded older, greyer men. Both are cen- 
tre-left politicians who took power after a long period of right- 
wing ascendancy. Both made themselves and their parties 
electable by stripping away outdated and unpopular leftish 
ideas. Mr Clinton described himself as a *New" Democrat; 
Mr Blair is the standard bearer of *New" Labour. 

But is there as much to their dialogue as their advisers and 
spin-doctors would have us believe? For all the talk ofa trans- 
atlantic centre-left agenda, are they really even talking about 
the same things? 


Comrades in arms 


On one traditional level there is indeed something real about 
the current rapport between the White House and 10 Down- 
ing Street. As renewed conflict with Iraq looms, Britain seems 
to be the only country willing to lend America military sup- 
port. This almost instinctive cleaving to the American line on 
Iraq is particularly striking coming from a British govern- 
ment which has made a point of emphasising its desire to 
build closer relations with Europe. 

The relationship between Britain and America does tend 
to look a bit more special at times of international crisis. But it 
also seems deeper when there is a degree of ideological con- 
vergence between prime minister and president. It is no coin- 
cidence that the last time Britain and America seemed to be 
particularly in tune was during the years when Margaret 
Thatcher and Ronald Reagan were in power. 

There is no doubt that on questions of broad principle the 
Clinton and Blair teams are on the same wavelength. Both 
accept the idea that centre-left politics should embrace the 
principles of fiscal responsibility, free trade and interna- 
tional engagement. In recent speeches both men have spoken 
of the need to find a "third way" between unfettered free- 
marketry and big government. This congruence in language 
is hardly surprising, since the Blair and Clinton teams are a 
living advertisement for all those worthy programmes de- 
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signed to promote cultural exchange between 
the young. Mr Clinton and some of his advis- 
ers studied in Britain on Rhodes scholar- 
ships; several of the younger Blairites went 
the other way and spent time at American 
universities, sitting at the feet of academics 
who now work for the president. 

To celebrate their intellectual affinity, the 
Blair and Clinton camps are due to hold a 
policy seminar this weekend. Before leaving 
for America, Jack Straw, Britain's home secre- 
tary, told the Sunday Times: "The two gov- 
ernments are learning more from each other 
all the time. There is now a deep ideological 
relationship...” 

Sorry to be a party-pooper, but this relationship, while by 
no means improper, may be no deeper than others recently 
formed at the White House. Both men may talk about “wel- 
fare reform” or tackling crime in the inner cities. But read be- 
yond these slogans, and the policies they are considering are 
often radically different. For all the talk of an “Anglo-Ameri- 
can model,” the political centre of gravity in Britain remains 
markedly to the left of that in the United States. 

Take crime and urban problems, which are on the agenda 
for discussion at the White House. To Britons, and to many 
Americans, the most frightening aspect of urban America is 
the high level of gun crime. One of Mr Blair's first acts on com- 
ing to power was to ban all handguns. Mr Clinton dares not 
even dream of such a measure. 

When it comes to health care, something which both lead- 
ers made central to their first campaigns for office, the differ- 
ences are almost as stark. Mr Clinton spent the first two years 
of his presidency trying and failing to guarantee all citizens 
medical insurance. Britain already has a National Health Ser- 
vice, and it would be political suicide for any British politi- 
cian to suggest that he was opposed to "socialised" medicine. 

How about welfare reform, where the the two govern- 
ments do seem to be more closely in tune—responsibilities as 
well as rights, workfare and the rest of it? Again, similar lan- 
guage masks some deep differences. In the United States, sin- 
gleunemployed men who have never worked have no right to 
support from the state—an idea that, rightly or wrongly, many 
in Britain would regard as barbaric. The welfare reform act 
that Mr Clinton signed in 1996 stops federal assistance to 
most single mothers after two years if they have failed to find 
a job. Contrast this with the howls of protest—and the revolt 
within his own party—when Mr Blair made a comparatively 
modest cut in the benefits that single mothers are entitled to. 

Opinion polls suggested that Mr Blairs cut in welfare 
benefits was deeply unpopular; Mr Clinton signed America's 
welfare reform into law, although he regarded it as too harsh, 
because he knew how popular it was. The fact is that many 
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British people continue to make assumptions about the du- 
ties of the state towards its citizens which are closer to the 
social democratic ideas of continental Europe than to the 
more individualist, anti-statist traditions of America. In Brit- 


ain the state consumes about 39% of GDP, compared to 32% in 
America (and 47% in Germany). 
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An alliance of vocabularies 

On the details of policy, then, Messrs Blair and Clinton have 
less to say to each other than they would have their electorates 
believe—but when it comes to political tactics they are as one. 
In their contrasting political contexts, both have displayed an 
uncanny ability to repackage moderate conservatism in 
"third way" wrapping paper. Mr Clinton's considerable 
achievements are ones that most centrist Republicans would 
be proud of—new free-trade agreements, eliminating the 
budget deficit, presiding over a period of steady growth with 
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low inflation, cutting the size of government. Yet all this has 
been done while promoting the idea that he is more com- 
passionate than his nasty Republican predecessors. The presi- 
dent has used rhetoric and personal style, together with a 
handful of micro-initiatives on questions such as child-care, 
to impressive political effect. 

Mr Blair is clearly intent on performing a similar trick, 
although he has yet to show that he can pull it off. In the man- 
ner of Mr Clinton, he will continue to denounce the social 
consequences of 18 years of Tory rule, while (with luck) pre- 
serving and even extending the essentials of Thatcherism. 
Plain-speaking types might decry these Blair-Clinton tactics 
as dishonest; realists could applaud them as astute. Telling a 
sceptical electorate that essentially conservative policies are 
consistent with "social justice" is less heroic than actually 
seeking the third way, but far less harmful, and voters lap it 
up. It's surprising what you can do with a winning smile. 





Bloodhound or rottweiler? 


Kenneth Starr is not out of control. But his office needs restraining 


REDICTABLY, as the night the day, two weeks of frenzy in 

America have been followed by soul-searching. Although 
the fundamental questions about Bill Clinton's behaviour re- 
main as pertinent as ever, the press and public have put them 
aside. This week's immoral-man-out-of control is not the pres- 
ident, but his prosecutor, whose inquiries now seem to be 
ranging unckecked through every aspect of Mr Clinton's life. 
Surely Kenneth Starr, the independent counsel, has gone too 
far? Surely something should be done about the office he 
holds and the statute that gives him his licence to investigate? 

The answers are no, and yes. No, Mr Starr is not out of 
control. On the contrary, he has been proceeding slowly and 
with great circumspection; and his methods are no different 
from those used by prosecutors all over the country. He is, it is 
true, a Republican, with links to right-wing groups and pub- 
lishers. This looks bad, and Mr Starr (a lawyer, not a politi- 
cian) has no talent for disguising it. But his interest in Mr 
Clinton's case is, by all reasonable accounts, professional. 
Contrary to what Hillary Clinton thinks, Mr Starr is not out to 
"get" the president. He is trying to bring indictments for ac- 
tual crimes committed. Lawyers disagree about whether he 
overstepped his authority when he “wired” Linda Tripp to 
record conversations with Monica Lewinsky, the alleged ob- 
ject of the president's attentions. That apart, he appears to 
have acted within the authority he has been given. 


A licence to hunt 


But this leads on to the second question: whether that author- 
ity itself is too broad. This has been a heated debate for at least 
a decade, as counsels have multiplied and their spending has 
soared. Mr Starr seems to have come a long way from Arkan- 
sas land deals to clearing out the wardrobes of White House 
interns. In this case, his determination seems justified; if he 
has detected a pattern ofobstructive and deceptive behaviour 
going all the way to the Oval Office, as he says he has, it is 
worth investigating to the end. Yet if there is no reason to ob- 
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ject to Mr Starr in particular, there are reasons to object more 
generally to the law under which he operates. 

The statute of 1978 lets the attorney-general bring in an 
independent counsel if he finds “reasonable grounds" for 
further investigation, and gives him unlimited money and 
time to pursue his target. Although no man is apolitical, this 
prosecutor has no political check on him, and is seldom held 
to account. Ordinary prosecutors, of necessity, drop weak 
cases and pursue only the stronger ones; independent coun- 
sels may, even feel they must, carry on regardless. Hence a 
number of recent cases in which officials have been hounded 
and convicted, at huge expense, for insignificant offences. 

Could the job be done by another body? Prosecutions of 
officials below cabinet rank might be carried out by the attor- 
ney-general through the Justice Department; but the Water- 
gate prosecutions started out that way, and ran into serious 
delays. Special congressional committees could carry out in- 
vestigations; but in recent years, most foolishly over allega- 
tions of campaign-finance abuses, these have been highly 
politicised. If the top men in government appear to be impli- 
cated in crime, neither Congress nor the executive can be 
trusted to investigate impartially. If hé did not exist, the inde- 
pendent counsel would have to be invented. 

But the office needs reform. Both the counsel's time and 
money should be limited, extended only if he makes a persua- 
sive case. His remit should not be open-ended. And, most of 
all, he should be called on rarely. At present, 70 officials are 
covered by the statute. Instead, it should apply to officials of 
cabinet rank or above, on evidence of serious abuses of the 
public trust. This would make the independent counsel what 
he should be: an extrordinary appointment with a narrow 
focus, rather than a roving sheriff called in, as now, on some 
slim pretexts. And it would protect Mr Starr, who is doing a 
responsible job, from the accusation that he is just another 
power-hungry lawyer who doesn't know when to stop. 
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Mm is likely to grow by 22% 
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jobless rate in western Germany is also high, at 
will not fall until the government tackles the econo- 
tural weakness by freeing the labour market, cutting 
clearing away red tape. 


rs pay the price. 

Germ an wages are among the highest in the world. In addi- 
tion, employers must pay heavy social-security contributions 
and other costs, which add another 80% to their bill. As a re- 
'sult, the average German manufacturing worker costs $28 an 
hour to hire, compared with $18 for an American or $17 for a 
Frenchman. True, productivity is high in Germany, but not 
high enough to compensate for those costs. To. regain compet- 
j itiveness, wages must fall or productivity must rise. The coun- 
try's powerful trade unions are fighting wage cuts, so firms are 
try ying to boost piocuemiy or expand prouuctons abroad. In 







If it goes ahead, the marriage of Glaxo Wellcome and SmithKline Beecham 


will be the merger of the decade _ 


SED to churning out blockbuster drugs, the pharma- 

‘ceutical industry has just produced a blockbuster deal. If, 
as seems likely, the planned £100 billion ($165 billion) merger 
between Glaxo Wellcome and SmithKline Beecham, two Brit- 
ish drug firms, goes ahead, it will be the world's biggest ever 
corporate union and will create its second-largest company. 
But it is not just the colossal size of the marriage that has 
bowled over bankers, brokers and headline-writers. It also 
ises the friendly, far-sighted merger wave of the 1990s, 
: any people find: more re appealing than the cut-throat 
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Pills, potions and promises 









the short term, that means fewer jobs. Lo 

Germany's system of centralised pay bargaining, u nd 
which unions and bosses set wages and hours across whol 
industries, makes matters worse by compressing wage dif 
ferentials. In the less productive east, this has caused wages to 
rise too fast, making many industries uncompetitive. Inthe — 
west, it has prevented wages adjusting to changes in the de - 
mand for and supply of different types of workers. This is e 
pecially damaging. Chz nging technology and competitio 
from emerging economies has reduced demand for low 
skilled workers in rich countries. In Britain and America 
skill wages have fallen relative to high-skill wages. In € 
many the gap has actually narrowed over the past deca 
pricing many of the low-skilled outofjobs. — 

Once out of work, German workers have little i incentive t 
seek new jobs: jobless benefits are over-generous and incom 
tax rates are far too high. The government is aware of the pro 
lem. Yet last year it shelved a series of tax reforms whic 
would have helped to create jobs and. encourage business. . 

Last but not least, Germany's service sector is crying out t 
be freed from the tangle of red tape. Among the advanced 
economies Germany has the smallest service sector as a shar 
of Gpp, thanks to archaic rules such as those governing retail- 
ing and the professions. These have hampered the creation of 
many ofthe new jobs in services that have sprung upin other 
countries. Admittedly, this is a cultural as well as a politica 
problem. Germans considered last year's extension of shop. 
opening-hours "bold". Under this radical measure, zw 
must close at 4pm on Saturday and all day irc 
Given i Bus itis salt aa a coincidence thatt Germ nany 



























takeover battles that characterised the aggressive 1980s. E 

That era, too, had its defining moment: the $25 bilion 
takeover of RJR-Nabisco completed in 1989 by KKR, a promi- 
nent leveraged-buyout firm. At the time, the deal was the bi 
gest in corporate history. It was also typical of many of th 
takeover battles that had preceded it—lengthy, ego-di 
and bitterly contested. When the smoke finally clear 
RJR-Nabisco battle came to symbolise what is wid 
as an era of short-sightedness, rapaciousness anc 

In comparison, the Glaxo-SmithKline dea 





ten days, It: seem tohavea 1 logic: th 
firms would have a combined R&D budget of£2 billion with 
which to search for new drugs, and a 36,000-strong sales force 
to sell them. And it has been a decidedly friendly affair, with 
executives from both sidessinging each other's praises. 


Bye, bye barbarians 


With share prices soaring and barbarians no longer pound- 
ing at the boardroom gates, bosses of other firms are follow- 
ing the Glaxo-SmithKline example by joining forces in a bid 
for world domination. The details vary from industry to in- 
dustry, but the themes are very much the same. To compete in 
global markets, firms say they need to be bigger; to make the 
most productive use of cutting-edge technology, they need to 
be bigger still; and to keep:up with fast-moving competitors, 
they need to be bigger right now. 

It is tempting to conclude that this new round of mergers, 











profits than those built on 1980s Kknstyle tactics; tempting, 
but premature. After all, hostile takeovers have at least one 
important virtue. By pitting managers against each other, 
they force them to explain at length how they propose to cre- 
* atevalue in a business. Shareholders can then make up their 
| own minds which team to back. In the 1990s, this healthy 
~ choice between rival ewani; has often been missing. 


built on true romance, will be more successful at boosting 





their ud are flush with abC on. in der haste to create 
bigger, better companies, it is all too easy for executives to fall 
into one anothers arms with indecent haste. Sir. Richard 


- Sykes, Glaxo's boss and the prime mover behind the merger, 


has made no secret of his desire to run the world’s biggest 
drug company. That the biggest merger ever was hatched in 


. just ten days should encourage shareholders in Glaxo and 
SmithKline to look closely at the small print. 


Admittedly, the benefits of today's corporate tomb n 
tions are often real, and in some cases impressive. But so are 
the costs. The petty rivalries and internal politicking that ac- 


company any merger can scupper the best-laid plans. The 


drug industry has a particular headache to cope with. Incor- 
porating scientists into the world of aggressive marketing and 
quarterly earnings forecasts is hard enough without going 
through the turf wars that accompany a large-scale merger. 
The industry has already seen several mergers in the past, 
both friendly and hostile, most of which have failed to deliver 
the promised returns (see page 65). 

Glaxo and SmithKline may prove to be the exception to 
this rule. But without a good fight, it is that much harder for 
shareholders to judge which mergers are an antidote to the 
challenges facing the partners, and which will turn out to be 
poisonous for all involved. 


















But what kind of republic is what matters most 


. €€] TNLESS republicanism is thoroughly progressive and 
s democratic ... we might as well remain exactly as we 
are," thundered the Brisbane Boomerang in 1890 as Austra- 
- lians debated how their country should be governed. The de- 
bate is back again and the Boomerang's advice is as relevant 
as ever. When the 152 members ofthe Constitutional Conven- 
. tion wind up their two-week meeting in Canberra on Febru- 
` ary 13th, they will probably decide that Australia should re- 
' place Britain's Queen Elizabeth as its head of state. That 
would be a good decision for Australia. The more difficult 
- question is what sort of republic should Australia become. - 


-.. Worth a change | 

^. . The model that the delegates pick for the Republic of Oz will 

_ be put to a referendum, probably next year. If Australians 

_ agree, their first president could be in office in time to open 
_ the Sydney Olympics in 2000, or at least to lead the celebra- 

. tions--likely to be quite a party—the following year for the 

vs p s dus nation, Tone Y the coming to- 
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another country does not quite fit Australia’s self-image as a 
modern democracy, seeki ng to establish a new sale for itself 
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for the lucky country 





in the Asia-Pacific region. That image, however, does not al- 
ways accord with reality. | 

Much of Australia remains far from modern. The monar- 
chy is not the only anachronism. A waterfront dispute, in 
which farmers are trying to break the iron grip that dockers’ 
unions have on the country's inefficient ports (see page 28), 
looks like a parody of Britain in the aggro-ridden 1970s. Com- 
pared with frenetic East Asians and post-Thatcher Britons, 
Australians still prefer the easy life—but want the earnings 
that go with a harder one. Most insist on being paid a bonus 
of 172% of their wages when they go on holiday, a scheme 
introduced during Austalia’s “lucky country” heyday, but 
which today merely adds to unemployment. Australia wal- 
lows in “big” government, with three administrative tiers 
wastefully duplicating resources. A constitutional conven- 
tion all of its own is needed to cut that down to size. 

All this endures because Australians, their recent republi- 
can instincts notwithstanding, have generally seemed cau- 
tious of change. They reject most of the parliamentary amend- 
ments made to their constitution when they vote on them, as 
they areentitled tounder the law. The same fate may yet befall 
the proposed republic. If Australians do not like the look of tt it, 
they could welltossitout. ^. | É 

That would be a lost: opportunity. The monarchy: sits 
oddly with Australia’s increasing cultural diversity. Australia 
stopped being ee n panty: an Angl o-Celt | country 50 









“Canc el the warm milk ; 


dont think TIl need it” 


The advantages of a Four Seasons Hotel are obvious even in the dark. There's the sensation of slipping 
between fine cotton sheets, thou shtfully French-folded for dreamlike comfort. The luxury of curling up under 
: : B UP 
our goose-down duvets. The back-soothing firmness of our mattresses, each custom-made 


to Four Seasons specifications. Awakening hours later, you'll feel as if you haven't slept 
so soundly in years. So we apologize, in advance, for the promptness of our " 


wake-up call. The demands of business demand nothing less. Telephone your FOUR SEASONS 


travel counsellor or in the U.S., 1-800-332-3442. Web site: www.fourseasons.com Kolb and Resor 


I Defining the arl of service al 40 hotels in 19 countries, 








lians that this is their country too. 


. New wine in new bottles | 
_ Wherever Australia has broken away from its past, the 
_ brighter side of the country shines through. Despite the sneers 
- from the old world, Australia's food and wine businesses, for 


instance, have developed into a world class industry. That. 


and other successes have helped to boost self-confidence: no 





















tions could be a SUDET for more of this. 


The island’s Greeks and Turks may yet be reconciled 





_ A run-off between the two leading contenders, Greek-Cypri- 
ots will elect a president for their part of the divided island. It 
dsagrim. business. In an: y Cypriot political campaign, it does 
not pay: to sound amenable to the arguments of those on the 
ther side of the island. And neither Greek- nor asain da 
iot politicians look likely : to come up with a settlement that 
ould satisfy most people in both communities. All the same, 
if the Greek-Cypriots manage to elect the least bad candidate 
on offer, there is still a flicker of hope that compromise may 
eventually be reached. - 
The Cyprus conflict has looked frozen for a long time. 
Since troops from mainland Turkey invaded 24 years ago, 
after a coup in Athens briefly threatened to herald enosis 
(unity) between the whole island and Greece itself, Cyprus has 
been. pem c on either side of its dividing line. Nonethe- 
l dge that any settlement will have to 
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a risen over the past year, in the Aegean. às well às over Cyprus. 
.. The Greek-Cypriots, fed up with the impasse, say they will de- 
_ ploy Russian surface-to-air missiles late this year to offset the 
-.|30,000 or so Turkish troops on the island. The Turks say they 
T will | destroy m missiles the moment ined arrive. Meanwhile, 





edid mung applicants has máde all Turks, whether i in Tur- 
key or on Cyprus, unusu: lly 
ti is that the ticklish question of EU mem- 
bership, not to mention the frightening prospect of war over 
_ the missiles or over disputed rocks in the Aegean, has concen- 
trated minds. A sensible, broadly federal “set of ideas” put 
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id mini but i it t would reinforce the feeling of all Austra- p ra à resident e elected dy a stall constitutional council, 


HIS weekend and next, when there will. probably bea 


| be e based on a à very y loose f federation between the Aris 


know that in the long term that spellsec economic misery; 
forward by the UN in 1992 has become more or less accepted, UNS ee 





through one elected by a two-thirds majority of Parliament 


(favoured by the main republican movement), to the most 


radical choice: a president elected directly by the people. A 
directly elected president is what most Australians, distrust- 
ful of their politicians, say they would like. Needless to say, 


-= that idea makes politicians nervous in case the office be- 

comes à rival seat of power. Tinkering with constitutions is a 
-risky business. But, as the Boomerang might have put it, sub- 
longer do shoppers consider products good only ifthey come 
from Britain or America. Modernising. Australia's institu- . 


stituting a un-elected or else narrowly selected politician for 
an un-elected monarch hardly seems likely to make Austra- 
lians feel better about their democracy or their future. 





at least as an outline for a settlement. Most Turkish-Cypriots, 
seeing their slice of the island become ever poorer in contrast 
to the Greek south, think that joining the Eu could dramati- 
cally improve living standards. 

So why are most Turkish-Cypriots still so loth to contem- 
plate territorial and other concessions? The answer is that 
they still fear commercial, political and even physical domi- 
nation by the more numerous Greek-Cypriots, should the 
mainland Turkish army depart or be scaled back sharply. 
Could a new Greek-Cypriot leader, by addressing such Turk- 
ish worries, make a peace-finding difference? 1 

Probably not if George lakovou wins the puse on 
the Greek side. He is the main alternative to the incumbent—.. 
and leading—candidate, Glafkos Clerides, a man of the cen- 


_ tre-right who has led his compatriots for the past five years. 


Mr lakovou is backed both by the communists, who are less 
keen for Cyprus to join the Eu, and by a hardline nationalist . 
party that is unlikely to want to accommodate the Turks. He- 
has already vacillated over the proposed missile deployment, 
first questioning its wisdom, then (prodded by his hardliners) 


declaring it vital. He looks an unlikely deal-maker. 


So where's the hope? 


The pace will soon hot up. The new president of Connie 

internationally recognised Greek bit, that is—is due to take 
office on February 28th. Talks on Eu accession are meant to 
start on March 31st. The best early step for the new president 
would be to postpone those missiles indefinitely. Another 
would be to cajole Turkish-Cypriots into working within the 
island's Greek-led team seeking EU entry, without granting 
the Turkish-Cypriot leader, Rauf Denktash, his wish that his 
bit of the island be acknowledged as sovereign. The Greeks - 
could offer a further sweetener by agreeing to let some Turk- - 
ish-Cypriot goods into European markets at a preferential. 


rate. And then? The suspicion lingers that for his part Mt- 


Denktash is quite uninterested in a settlement: the status quo, 
after all, leaves him king of his patch. But his people should 
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THE ROOTS OF NEW LABOUR 


Liberalism rediscovered 


Should Tony Blair be seen as a mere consolidator of the Thatcher revolution, 
orasa revolutionary in his own right? We asked Samuel Beer—for many years, 
America's foremost scholar of British politics—to judge 


d IVISION among radicals almost 

100 years ago", Tony Blair told the 
Labour Party last year, "resulted in a 20th 
century dominated by Conservatives. | 
want the 21st century to be the century of 
the radicals." This statement demands care- 
ful consideration. 

What happened in 1899 was that the 
Trades Union Congress (ruc), which had 
been acting as a pressure group in "the in- 
terests of labour", voted to set up a separate 
political party. At first called the Labour 
Representation Committee, the new orga- 
nisation in 1906 took the name Labour 
Party. Today the leader of the Labour Party 
is telling us that the founding of the Labour 
Party was a great mistake and that he looks 
forward to reversing that fatal deviation. 

Nor does it misrepresent his views to 
say that this reversal is made even more ur- 
gent by a further damaging division in the 
forces of radicalism dating from 1918. Until 
then the infant Labour Party had been the 
junior partner ofthe Liberals, helping them 
to win their landslide victory of 1906 and 








Samuel Beer is the Eaton Professor 
ofthe Science of Government, emer- 
itus, at Harvard University. Distin- 
guished scholar, sometime speech- 
writer (for FDR), he traces his interest 
in politics to a meeting with Warren 
Harding in 1921. 
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BY INVITATION 


to enact a sweeping programme of social 
and constitutional reform in great part in- 
spired and led by Lloyd George. The deci- 
sive break did not comeuntil 1918 when La- 
bour committed itself to socialism. 

Tony Blair's history is sound. Division 
on the left has done much to keep the right 
in power. That view of history also clarifies 
and magnifies Blairs achievement in re- 
turning Labour to its roots in a radical lib- 
eralism. The achievement owes a good deal 
to the defeats suffered by old Labour at the 
hands of a Conservative Party which at the 
same time was also undergoing a profound 
ideological purge under Margaret That- 
cher. Does the resulting bipartisan embrace 
of the free market make Blair a clone of 
Thatcher? Or does his adaptation of the lib- 
eral tradition offer Britain the clear choice 
which his towering electoral victory would 
seem to give him the power to execute? 





Socialism as blind alley 


To appreciate what Blair has brought forth, 
one must make the effort to recall Labour's 
age of faith. That term with its religious 
overtones is no exaggeration. The party's 
ideology was at once a damning analysis of 
capitalist society as a whole and a utopian 
vision of the Socialist Commonwealth. 
Common ownership, which in practice 
came to mean nationalisation, was the key 
concept, since, as spokesmen for the cause 
had long preached, this change in eco- 
nomic structure would bring about the cul- 
tural transformation of capitalistic self-in- 
terest into socialist fellowship. 

That ideology continued to flourish in 
the party right through the first years of the 
Labour government of 1945. It was sin- 
cerely believed, for instance, that once the 
coal mines had been transferred from pri- 
vate to public ownership under the flag of 
the National Coal Board, ancient strife be- 
tween managers and miners would cease. 
As late as 1946, as sensible a man as Clem- 
ent Attlee, then prime minister, could de- 





clare that “the distinctive side of Labour’s 
programme” is “our socialist policy, the 
policy of nationalisation.” 

When that policy failed as an instru- 
ment of economic control, a revision of so- 
cialist doctrine became urgent. Its essence 
was to drop common ownership as the 
means of achieving economic equality. In- 
stead that traditional aim was to be 
reached by the redistributive spending of 
the expanding welfare state. The unions 
played a decisive role, first by assuring the 
new doctrine’s acceptance within the party 
and then by destroying any chance of its 
success as economic policy. 

I recall how at the party conference of 
1953, trade-union power crushed the effort 
to commit the party to further nationalisa- 
tion. The key figure was Arthur Deakin, 
who as general secretary of the transport 
workers faithfully administered from a 
tiny office for a minuscule salary the affairs 
of his vast organisation. When the critical 
vote loomed at the conference, he took the 
floor, denounced the resolution as “mean- 
ingless mumbo-jumbo" or, to be more ex- 
act, "the worst abortion ever conceived by 
the mind of man," and cast against it the 
835,000 votes of his union, a figure not far 
short of the total cast by all individual 
members of the constituency parties. 

In the late 1960s the Wilson govern- 
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ment, desperately trying to control the ef- 
fect of wage increases on inflation, which 
the new policy of spending had encour- 
aged, sought to win the unions' acceptance 
of pay restraint. The unions were unwilling 
and/or unable to co-operate. The TUC exer- 
cised a veto which was accepted by the cabi- 
net. The subsequent “self-defeating bonan- 
zas” of the wage scramble finally produced 
the winter of discontent of 1978-79 which 
brought Thatcher to power. The pursuit of 
socialist equality by spending had proved 
as fruitless as by common ownership. 


The demise of Tory paternalism 


“I think of myself", Margaret Thatcher has 
said, "as a Liberal in the 19th century 
sense—like Gladstone." Her fiscal prudence 
would have won the approval of Glad- 
stone, who liked to see *money fructify in 
the pockets of the taxpayer." Historically 
speaking, her repudiation of the Tory ele- 
ment in the Conservative heritage is even 
more far-reaching than Mr Blair's repudia- 
tion of socialism. Her ideological ancestry 
excludes Harold Macmillan, Rab Butler, 
Neville Chamberlain, Stanley Baldwin, 
Disraeli and Bolingbroke. 

What the Conservatives did with their 
landslide victory of 1931 exemplifies that 
older strain of Tory statism. The National 
Government, which in all but name was a 
Conservative administration, was the 
agent of a reassertion of state power which 
not only broke with the free-trade policy of 
the previous hundred years, but also laid 
the foundations of the managed economy 
with its corporatist structure which the bi- 
partisan consensus established after 1945. 
When one looks at the instruments of eco- 
nomic control utilised in that system, one 
continually comes across the contributions 
of pre-war Conservatism, such as a man- 
aged currency, import quotas, subsidies, 
controls on the location of industry, and 
those first initiatives in nationalisation, the 
BBC, the London Passenger Transport 
Board and the Central Electricity Board. 

While Tory statism was mainly directed 
toward control of the economy, it also em- 
braced a concern for "the condition of the 
people". Making and keeping the party 
electable was one cause of the occasional 
appearance of this concern, but it was not 
the only cause. Mr Attlee, who was not un- 
duly disposed to give Tories the credit for 
good intentions, admitted as much. 

Margaret Thatcher proclaimed and 
practised a Gladstonian liberalism. Tony 
Blair is returning his party to the liberalism 
of Lloyd George. And there is another party, 
led by Paddy Ashdown, which actually puts 
the term Liberal in its title. It would be no 
surprise if British voters were to conclude 
“We are all liberals now.” Tony Benn, 
doyen of old socialism, says as much when 
he contemptuously refers to the present 
party alignment as “a coalition”. 
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THE ROOTS OF NEW LABOUR 


As a result, however, British politics has 
lost something important. With Blairs 
purge of socialism supplementing Thatch- 
er's demotion of Tory paternalism, two dis- 
tinctive elements have disappeared from 
the political culture. Both Toryism and so- 
cialism brought sentiments and values 
from a distant past into contemporary 
politics. The Tory tradition showed traces 
of the deference and noblesse oblige of pre- 
modern hierarchy. Likewise the sense of 
solidarity among socialists drew on the val- 
ues of an older organic society. It makes 
sense, therefore, to use the term “modern- 
isation", much fancied by Tony Blair, to de- 
scribe the disappearance of these vestiges of 





a more traditional society. 

Britain, however, has not taken leave of 
the collectivist age which it entered while 
these sentiments still had force. Tony Blair 
confronts a huge public sector. Mrs Thatch- 
ers assaults on nationalisation and the 
privileded position of organised labour 
were immensely successful in preparing 
the way for New Labour. From a financial 
point of view, however, the welfare state 
has survived more than a decade of Conser- 
vative hostility virtually intact. 

In Britain no more than in America has 
the era of big government come to an end, 
although Tony Blair said it had in 1995 and 
Bill Clinton, using similar words, told Con- 
gress the same a few months later. Not only 
are their speech-writers in touch. The two 
chief executives face a similar predicament. 
The management of these huge public sec- 


tors cannot be left to the ad hoc responses 
of pressure politics. There must be some 
clear defining purpose, some concept of 
the common good, which will impose di- 
rection and control on the unruly plural- 
ism of these modern, democratic, capitalis- 
tic welfare states. Is Tony Blair's liberalism 
up to that formidable task? 


Two conceptions of liberty 


Considering this, my thoughts turn back to 
a dinner I attended in 1954 with virtually 
the whole of the Parliamentary Liberal 
Party. Reduced to a mere six MPs and sup- 
ported by only 2.6% of the voters, the Liber- 
als and their cause were, according to all ex- 
pert opinion, destined for extinction. Yet 
the senior at the table, Sir Rhys Hopkin- 
Morris, stated his political creed with clar- 
ity and conviction. 

“No one", he said, “is to tell anyone else 
what is good for him." He rejected the claim 
to such authority, whether asserted on *the 
aristocratic principle" or on behalf of “the 
community". In the economy, as in matters 
of opinion, individual freedom must also 
prevail. When some farmers in his constitu- 
ency had recently asked him if he sup- 
ported “guaranteed prices", he replied that 
the concept was a contradiction in terms. 
"You can have a guarantee, or a price, but 
not both." When my host, Jo Grimond, re- 
minded him that Adam Smith himself had 
thought that government should provide 
roads, bridges, docks and the like, Sir Rhys 
conceded that in some respects the father of 
laisser-faire was a bit too interventionist. 

So nourished on what I called in my 
notes at the time "the pure milk of 
Gladstonian liberalism", Sir Rhys cogently 
identified 1906 as the moment when the 
Liberal party had deserted the old faith. He 
could bear no mention of Lloyd George 
and his social reforms. What was on his 
mind is made vividly clear when one re- 
views how radically the direction of policy 
had been changed by the new social liberal- 
ism brought to power by the famous land- 
slide of 1906: protection of trade union 
funds, an eight-hour day for miners, mini- 
mum wages, labour exchanges, old age pen- 
sions and health and unemployment in- 
surance, heavy taxation ofthe well to do, all 
rudely capped by the emasculation of the 
aristocratic veto in 1911. Then and there 
Lloyd George laid the foundations of the 
welfare state on which Labour later built a 
larger structure, according to the architec- 
ture of those two social liberals, Beveridge 
and Keynes. 

Informing the conflict between the two 
branches of liberalism, as recalled by Sir 
Rhys, are two concepts of liberty which in 
modern times have received a good deal of 
attention from philosophers and have had 
considerable influence on government 
and politics. One side puts great stress on 
the rights of the individual, holding in the 
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ADVERTISEMENT 





Appiani Applause 


Anyone can win over a tough audience, says hailed 
speechwriter. Just ask Lee lacocca. 


THE AMERICAN SPEAKER 
Your Guide to Successful Speaking 
Aram Bakshian, Jr., Editor (500 pages; 
Georgetown Publishing House) 


American 
Speaker 


By Len Taylor 





Bakshian, Jr., in this remarkable new resource for public 

speakers, is the ability to communicate clearly and effec- 
tively. Never has this been more true than in today’s intensely 
competitive business climate. 


T* difference between success and failure, writes Aram 


Bakshian should know. Speechwriter to “The Great Com- 
municator" himself, Ronald Reagan, as well as to two other for- 
mer presidents and the heads of several major corporations, 
Bakshian has witnessed the rise and fall of international leaders 
based on their ease — or lack of ease — on the podium. Anyone 
can master the art of speaking in public, Bakshian says, "In the 
last analysis, the spoken word is still king.” 


Fear and loathing of the rubber chick- 
en circuit have long plagued public fig- 
ures. “No one knows how I hate 
making speeches,” President Calvin 
Coolidge once complained to a friend. 


Bakshian tackles head-on the chal- 
lenges of public speaking in AMERICAN 
SPEAKER. “As with alcoholism.” he writes, 
“there is no known cure for stage fright. 
You're either a ‘chronic’ sufferer or a 
‘recovering’ sufferer.” In either case, it's 
easy to minimize that suffering — or even 
turn it into an advantage. As Carroll 
O'Connor, the legendary “Archie Bunker,” 
put it, “A professional actor has a kind of 
tension. The amateur is thrown by it, but 
the professional needs it.” 

Perhaps the best contemporary exam- 
ple is Lee Iacocca, who saved the Chrysler 
Corporation by using his enormous talent 
as a speaker to win the support of the 
Congress, the White House and the 
American people for the biggest corporate bailout in history. 
Iacocca himself attributes his business success to speaking. In his 
autobiography, he writes: “I’ve seen a lot of guys who are smarter 
than I am and a lot who know more about cars. And yet I've lost 
them in the smoke. Why? Because I’m tough? No ... You've got to 
know how to talk to them, plain and simple." 


Business is the single biggest rhetorical arena. From simple 
retail sales spiels to sensitive boardroom presentations, speech 
keeps the wheels of commerce turning. In making a first impres- 
sion, Bakshian writes, "Your appearance can raise expectations, 
e what you say and how you say it will determine how people 

uate you.’ 'À good speaker is always in demand. At events 
t róm business conventions to weddings, "a good speaker not only 
adds to the occasion, he also benefits from ‘free advertising’ that 
adds to his stature in the community and attracts future business.” 





The chairmen of Fortune 500 companies like Coca-Cola, 
IBM and General Motors make more speeches in a year 
than most politicians do. And not just on television. 
They speak all the time in the workplace and to col- 
leagues, customers and the media. 


Unusual for a book or periodical of any kind, AMERICAN 
SPEAKER is more of a personal mentor — a do-it-yourself guide 
designed to save hours or days of preparation time, or, converse- 
ly, an enormous bill from a professional speechwriter or "coach." 

It's a clever, accessible concept: a three-ring binder crammed 
with hundreds of pages of material on every imaginable aspect of 
public address: body language, delivering an inspiring eulogy, 
antidotes to nervousness, using humor, developing a powerful 
speaking voice, or engaging the audience in a positive question- 
and-answer session. Bakshian offers sensible, uplifting advice for 
every occasion, from the Thanksgiving toast to a defense of your 
industry before a hostile audience. 

Clearly arranged, AMERICAN SPEAKER is easy to navigate, 
highly entertaining and loaded with good ideas. In the calendars 
section, for instance, Bakshian compiles thousands of speech 
pegs for every day of the year in three calendars: celebrity birth- 
days, today in history and the months at a glance. “Every audi- 
ence gathered to share a common interest or celebrate a specific 
occasion has a built-in common bond," Bakshian writes. "A good 
speaker doesn't just know this; a good 
speaker takes advantage of it." He 
demonstrates how a shared reference can 
warm up the audience, draw a favorable 
analogy or build a bridge from past to 
present. 


What about actual speeches? 
AMERICAN SPEAKER gives you a section on 
birthday salutes including Ronald 
Reagan’s speech on the centennial of 
Franklin D. Roosevelt's birth. To illus- 
trate the business address, Bakshian 
quotes nine speeches that used humor 
and anecdotes to deliver serious mes- 
sages to several very different audiences. 
In the business section, Bakshian high- 
lights "the ultimate dedication speech of 
all time"- Abraham Lincoln's Gettysburg 
Address. And so on. 


But here's what really makes 
AMERICAN SPEAKER stand out from the 
crowd of business publications. In addi- 
tion to the basic 500-page volume, readers also receive timely 
updates, transcripts of recent, powerful speeches and a free con- 
sulting service with Bakshian, to resolve those last-minute speak- 
ing challenges. Best of all, the entire package is guaranteed. 
Review AMERICAN SPEAKER for 30 days. If it doesn't meet your 
expectations, return it to Georgetown Publishing House for a 
complete refund. 

Few professionals can afford to ignore a promise like that. 
AMERICAN SPEAKER ($297, including bimonthly updates) is not 
available in any bookstore. Copies are available only from 
Georgetown Publishing House. 

To order, write to: Georgetown Publishing House, 
1101 30th St, NW, Dept. 4WB8, Washington, DC 20007 USA. 
Or call them at 800-915-0022 — or, fax 202-337-1512. B 
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| E ‘a i de society i is not jt based 
on rights. It is based on duty. Our duty to 
-each other.” Blair states the defining pur- 
f that society in a vivid oxymoron, 
assion with a hard edge”. What he 











put to work to improve their skills, to 
- avoid crime, sloth and disorderly conduct. 
-Both the compassion and the hard edge ap- 
ear in his pledge to end not only the Brit- 
vhere children go hungry, but also the 
Britain where “gangs of teenagers hang 
_around street corners, nothing to do, but 
"spit and abuse passers-by.” 

Blair does not hold out the socialist 
-promise of equality of condition, but the 
_ liberal promise of equality of opportunity. 
To offer opportunity is to require a respon- 












sible use of that opportunity. And in Blairs - 


“view that means not for just any purpose 


“one may choose, but for the purpose of 


making Britain, if no longer “the mighti- 
est”, now and in future “the best place to 
lead a fulfilled life". Neither of the two lead- 


ing British philosophers of social liberal- 


ism, T.H. Green and LT. Hobhouse, has 
stated more earnestly the ideal of a society 
‘in which individuals find fulfillment in a 
common good. 


Populism and nationalism 


Some critics call this hard edge of Blair's 
message social conservatism. That does not 
fit. Blair is not speaking as the voice of privi- 
lege talking down to lesser folk. He claims 
to speak for The People. That claim has a 
: basis in present fact and draws on an old 
-and honoured usage. It is emphatically 
. meant to be inclusive, and certainly not 
onfined to “the working class”. Blair’s doc- 
Té: ded Es awarm reponse 









ei from all dosis His Soc ratings have 
been phenomenal and, when it comes to 


sharply expressed in his warning | 
ung people not to lapse into depen- - 
bu 


voting, he has demonstrated a strong trans- 
class appeal. According to a recent MORI 
survey, the percentage shift of opinion to 
Labour between the elections of 1992 and 


1997 was almost exactly the same in each of 


the social classes surveyed. 

Blair’s populism, as rhetoric and philos- 
ophy, descends from England's failed dem- 
ocratic revolution of the 17th century. As in 
the famed Agreement of the People of 1647, 
it is an appeal to an authority beyond king 
and parliament, to a body of individuals 
perceived as sufficiently responsible and 


di united to be the ultimate sovereign. These 


sentiments, while never dead, were revived 
in the late 19th century as radical demo- 
crats moved up in the Liberal Party. Lloyd 
George became their acclaimed champion 
fighting his fiercest battles for “The People’s 


the People.” 

And which people? The British people, 
the British nation. In Blairs lexicon, the 
terms are synonymous. Strongly as he sup- 
ports Scottish devolution, Blair's British na- 
tionalism is as fundamental as his popu- 
lism. In Tony Blairs view of the world, the 
British nation-state is alive and well, and 
on its way to becoming “a beacon for good 
at home and abroad"—which includes a 
leading role in the European community. If 
the term were not so unpopular, I would 
call his doctrine a New Nationalism. 


The dangers 

Mr Blairs populist rhetoric has conse- 
quences. He not only claims the authority 
of the people for his reforms; he also pro- 
poses new institutions through which they 
can exercise that authority more effectively. 
He isan ardent champion of constitutional 


reforms, nearly all of which would increase - 


popular participation. 

I heartily agree with the pledge to re- 
form what the prime minister has called 
“the most centralised government of any 


large state in the western world". But when, 
in the light of American experience, I re- 


view the programme of constitutional re- 
form which is widely advocated in Britain 
today—a written constitution, a bill of 
rights, judicial review, an elected second 
chamber, decentralisation and devolution, 
freedom of information, proportional 
representation and a fixed term for parlia- 
ment--I shudder. The United States has 
tried them all, and as a result enjoys a con- 
fusion of voices in our political discourse 


which often threatens todeprivetheshipof P 


state of any sense of direction. 

A truism makes the point: represen- 
tativegovernment must not only represent, 
it must also govern. Constitutional reform 


- should be fitted to the need for coherence 
and effectiveness i in enacting and adminis- 


end in itselfbut to clear the way for his revo- 


Budget" and against the peers by appealing 
beyond parliament to "the great assize of 










pclitical power which woul ild sition 
reshape the welfare state. And whi í 
ae be the envy of Bill soe n, kc 


louichéd his uum of thé fonds, oyd G 


lutionary financial and social measures. 
Tony Blairs New Labour offers the na- 
tion a choice. His social liberalism, exem- _ 
plified in British history and honoured in 
the classics of political thought, distin- D 
guishes his views sharply enough fro 
other brands of liberalism to sustain 
lively and significant democratic dialogu 
His emphasis upon the responsibilities e 
tailed by the opportunities to be opened up 
by New Labour promises to give a defining 
purpose to the remodelled welfare state. 
Some critics doubt that he can deliv 
on the promise. His immense popularity 
a source of weakness as well as strengt 
Nhile differences of economic class will r 
main in the New Vna asin any society 
with considerable equality of opportunit 
the old class system with its premodei 
solidarities, Tory and socialist, is fading. 
This loss deprives the political parties of 
that unwavering support which surveys of 
the electorate found throughout the 1950$ 
and 1960s. As in last year's election, today's 
more volatile electorate will be more likely 
tovote for the leader than the party. —— 
Tony Blair is a formidable vote-getter. 





















But, again reflecting on American expeti- 


ence, can a chief executive dependent on 
such a volatile constituency deflect the 
pressures against the hard edges of his poli- 


cies? Judging by what Tony Blair has said 


and done, I am betting he has what it takes. 








Back to business 


President Clinton unveiled 
the first balanced budget 
plan in the United States for 
almost 30 years. He an- 
nounced a rise of 4% in gov- 
ernment spending, mostly on 
child care, education, scien- 
tific research and the expan- 
sion of federal health care for 
the elderly. He promised that 
the expected budget surplus 
would be used, first, to shore 
up the Social Security (pen- 
sions) system. 


you approve 
Bill Clinton is handling his job 
as President? 


The case of Monica 
Lewinsky, who alleges a sex- 
ual relationship with the 
president, remained stalled as 
she continued to bargain for 
immunity with the White- 
water special prosecutor, 
Kenneth Starr. White House 
logs showed that she had vis- 
ited the White House 37 
times after she had ceased to 
| work there. The president's 
approval ratings soared to 
record levels. 


Despite an international 
campaign to save her, a con- 
victed killer, Karla Faye 
Tucker, was executed by le- 
thal injection in Texas. She 
was the second woman to be 
executed in the United States 
since the death penalty was 
reintroduced in 1976. 


In Mexico, the government's 
peace negotiator said it 
would do its best to reopen 
talks with the Zapatist rebels. 


There was uproar in Argenti- 
na's Congress after it post- 
poned on a motion to repeal 
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two 1980s laws which halted 
trials for the crimes of the 
"dirty war" in the days of mil- 
itary government. 


Several prosecutors were sus- 
pended in Colombia. They 
were alleged to have fabri- 
cated evidence against aides 
of President Ernesto Samper, 
who were convicted of accept- 
ing drug money for his cam- 
paign in 1994. A bit of politi- 
cal retaliation, said his 
enemies. 


Costa Ricans elected a new 
president, Miguel Angel Ro- 
driguez, from the opposition 


party. The ruling party ac- 
cepted defeat gracefully. 


Rifts to narrow 


Russian and French efforts to 
find a peaceful way out of the 
Iraqi crisis intensified as the 
Americans again gave warn- 
ing that the time for diplo- 
macy was running out and 
sought, with limited success, 
Arab support for their threat- 
ened air strikes against Iraq. 
These, they said, would be 
sustained and harsh. 


Israel’s interior ministry ap- 
proved plans for a new Jew- 
ish settlement in East Jerusa- 
lem that are criticised even by 
Israel’s prime minister. 


Relations between Iran and 
Germany, which had been 
improving, deteriorated 
sharply after an Iranian court 


. condemned a German busi- 


nessman to death for having 
sex with an Iranian woman. 





Leaders of Somalia's most 

powerful clans joined hands, 
and thousands of people cele- 
brated in the capital, Mogadi- 


shu, as an agreement ap- 
peared to signal an end to 
years of slaughter and anar- 
chy. A national reconciliation 
conference is to meet in the 
town of Baidoa. 


Members of Kenya’s opposi- 
tion disrupted the opening of 
parliament in protest against 
a fresh round of killings and 
displacement in the Rift 
Valley. 


Stimulation 


The Japanese parliament ap- 
proved an extra budget for 
the current financial year of 
¥1.14 trillion ($9.1 billion). 
The government aims to stim- 
ulate domestic consumption 
and increase imports from 
Asian countries hit by the cur- 
rent financial crisis. 


Australia’s export trade was 
threatened as dockers in Mel- 
bourne struck in protest 
against a move, backed by 
farmers, to use non-union la- 
bour in the port. 


The drought which has hit 
harvests in Indonesia and Pa- 
pua New Guinea is expected 
to continue at least until 
March, according to climate 
experts meeting in Bangkok. 





Sri Lanka’s 50th-anniversary 
celebrations were marred by 
renewed fighting between the 
army and separatist Tamil 
Tigers in the north of the 
country. The army said more 
than 300 rebels were killed. 


Hundreds of thousands of 
workers on Sri Lanka’s tea 
and rubber plantations went 
on indefinite strike. 


Low LU < Ti a 
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Danger point 


Germany’s unemployment 
in January reached 4.83m, the 
highest number since the 
early 1930s, triggering protests 
by jobless workers. 


At a party conference, 
France’s Gaullist Rally for the 
Republic espoused economic 
liberalism more warmly than 
before, but decided not to 
change its name. 





An American military aircraft 
snapped a cable-car line at an 
Italian ski resort, hurling 20 
people to their deaths. 


The leader of Italy’s right- 
wing opposition, Silvio Berl- 
usconi, went on trial for tax 
fraud. 


Armenia’s president, Levon 
Ter-Petrosian, resigned after 
backing concessions to Azer- 
baijan over the disputed terri- 
tory of Nagorno-Karabakh. 


Russia's Constitutional Court 
ruled that cities have no right 
to continue the communist- 
era propiska system whereby 
newcomers must get resi- 
dency permits. 


The new government of Bos- 
nia's Serb Republic is to 
move the capital from Pale, 
headquarters of hardliners 
led by Radovan Karadzic, to 
Banja Luka. 


Denmark became the first 
country to ratify NATO's plan 
to expand eastwards to em- 
brace Poland, Hungary and 
the Czech Republic. 
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Swapping partners 





Just as American Home Prod- 
ucts was preparing to tie the 
knot with SmithKline Bee- 
cham, a British drug com- 
pany, Glaxo Wellcome, an- 
other British drug firm, beat it 
to the altar. If the new deal 
proceeds, it will be the 
world’s biggest-ever merger, 
creating a giant worth well 
over £100 billion ($165 bil- 
lion). With combined sales of 
$18.6 billion, the new Glaxo- 
SmithKline will become the 
world’s biggest pharmaceuti- 
cal firm. 


The battle for control of En- 
ergy Group, a Hanson spin- 
off that is the world’s largest 
private coal producer as well 
as one of Britain's biggest 
electricity and natural-gas 
companies, took another 
twist. Facing competition 
from Texas Utilities and Ja- 
pan's Nomura International, 
America's PacifiCorp raised 
an offer it made for the firm 
last August by 11%, to £4.1 bil- 
lion ($6.7 billion), and agreed 
to assume £2.5 billion of the 
Energy Group's debt. Energy 
Group agreed to the bid, but 
rival suitors may not be 
deterred. 


Great Universal Stores, à 
newly-ambitious British cata- 
logue firm intent on selling 
by direct mail-order, 
launched a £1.6 billion ($2.6 
billion) hostile bid for Argos, 
which currently sells cata- 
logue products from more 
than 400 of its own high- 
street stores in Britain. Argos 
firmly rejected the offer. Its 
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share price, which had been 
declining, shot up by 43%. 


Netscape, the troubled Amer- 
ican inventor of the Internet 
browser, is reported to be dis- 
cussing the sale of all or part 
of its business. The most 
likely suitors are Oracle, Sun 
Microsystems, IBM and Amer- 
ica Online. 





Net profit at America’s third- 
largest long-distance tele- 
phone company, Sprint, fell 
21%, to $195m, in the fourth 
quarter because of losses 
from its international services 
in Europe and a national 
wireless service in America. 
However, the firm’s long-dis- 
tance business again grew 
faster than those of AT&T and 
MCI, its bigger rivals. 


Bank behemoths 


A banking and insurance 
merger centred around 
Kredietbank, Belgium’s sec- 
ond-biggest bank, will create 
the country’s biggest finan- 
cial-services group, with a 
market capitalisation of 
around BFr480 billion ($13 
billion). Other partners will 
include CERA Bank, a co-op- 
erative, ABB, an insurer, and 
the Fidelitas group of insur- 
ance companies whose 
owner, Almanij, is also 
Kredietbank's leading share- 
holder. The new group will 
accelerate consolidation in 
Europe: it already has plans 
for cross-border acquisitions 
and alliances. 


Shareholders in both Union 
Bank of Switzerland (UBs) 
and Swiss Bank Corporation 
overwhelmingly approved a 
merger of the two banks, lay- 


ing to rest worries that the 
deal's terms would have to be 
renegotiated after it emerged 
that UBS had made huge 
losses in derivatives trading 
last year. The bank says that, 
at SFr450m ($309m), those 
losses were far lower than 
many had claimed. 


Legal headaches 


As Microsoft's antitrust bat- 
tles with America's Justice De- 
partment continued, 11 states 
issued subpoenas demanding 
information from the soft- 
ware giant about its upccm- 
ing Windows 98 operating 
system and the extent to 
which it is “bundled” with 
the company's own Internet 
browser software. 


Reuters denied knowledge of 
any attempt by Reuters An- 
alytics, a subsidiary in Stam- 
ford, Connecticut, to obtain 
confidential information 
from Bloomberg, a rival 
news and information group. 
Reuters' share price re- 
bounded. It had sunk to its 
lowest level in almost three 
years after the firm disclosed 
that Reuters Analytics was be- 
ing investigated by the us At- 
torney's Office in New York. 


Back to work 


Exchange 
Against the dollar 
Jan 1st 1998-100 


The end of the Ramadan lull 
and a return to work after 
Chinese new year brought a 
surge of confidence to Asian 
markets and currencies—at 
least temporarily. The baht re- 
vived after Thailand removed 
most controls on the cur- 
rency, but then fell back 





BUSINESS THIS WEEK 


somewhat, dragging other 
currencies with it. South Ko- 
rea got stern, closing ten of its 
30 merchant banks. 


The Canadian dollar re- 
ceived a much-needed boost 
when the Bank of Canada 
raised its benchmark interest 
rate by half a percentage 
point, to §%. The currency has 
fallen by about 5% against the 
dollar since October. 


Russia raised interest rates by 
14 percentage points, to 42%, 

to defend the rouble against 

speculative attacks. 


News that Warren Buffett's 
Berkshire Hathaway has 
bought 130m ounces of silver 
over the past six months— 
roughly 20% of the estimated 
global supply of the metal— 
helped silver prices to hit a 
near-ten-year high. 


A good deal? 





After four years of haggling, 
Japan and the United States 
reached an agreement on di- 
viding up the $10 billion 
transpacific airline market. 
But European airlines are 
likely to challenge some of 
the details of the deal, which 
still seems to favour Ameri- 
can airlines at others' 
expense. 


Airbus won its biggest-ever 
European order: Spain's Ibe- 
ria Air Lines ordered 50 of the 
consortium's single-aisle 
planes, valued at $2.6 billion, 
with options on 26 more. 
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There have been dark clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dark cloud set in... economic uncertainty. 


We Malaysians, however, expect this to clear too. 
In due time. With an optimism that is borne out 
of four decades of incredible economic growth 

the world has been witness to. 


With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 

to see us through. With the determination to do 
everything for the economy to bounce back. 


And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 


Bullish on Bouncing Back 
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Sri Lanka's unhappy birthday 


COLOMBO 


It is hard to find hope for peace amid the terrifying violence of Sri Lanka’s 


ethnic war. But there is a glimmer 


T WAS not much of a birthday. As Sri 

Lanka turned 50 this week, it looked 
back on decades of conflict between the 
Sinhalese and the minority Tamils, who 
want to split the country. In the past 14 
years, the war that has raged with particular 
ferocity in the north-east of the island has 
claimed 50,000 lives. Since independence 
from Britain in 1948, Sri Lanka has spent 
more than half its life under emergency 
rule. Even President Chandrika Kumara- 
tunga admitted during the official celebra- 
tions on February 4th that her country had 
failed to build a nation. 

Is there yet a prospect of peace? Mrs 
Kumaratunga continues to hold out hope 
that this year will be a decisive one in end- 
ing the fighting. Much of that hope is based 
on returning the bullet-riddled town of 
Jaffna, once the stronghold of the Libera- 
tion Tigers of Tamil Eelam, to some 
sort of normality. The Tigers are 
fighting for an independent home- 
land for the Tamil minority, who are 
mostly Hindus. Some Tamils claim 
to have a long history in the island, 
others were brought over from 
southern India by the British to work 
in tea plantations. 

The tensions grew soon after in- 
dependence as the Sinhalese quickly 
dominated the new state. More than 
70% of the 19m Sri Lankans are Sin- 
halese, and mostly Buddhists. Tam- 
ils make up some 18% of the popula- 
tion; another 7% are Muslim. As the 
Sinhalese nationalists became more 
entrenched, the Tamils grew more 
militant. Then the fighting began. In 
the course of it, both sides have un- 
doubtedly committed horrific 
atrocities. 

In 1994, Mrs Kumaratunga, a 
member of one of Asia’s political 
families, won a landslide election 
largely on a promise of bringing 
peace. Her People’s Alliance coali- 
tion began direct talks with the Ti- 
gers, but a ceasefire soon ended 
when the rebels sank two naval ves- 
sels in the port of Trincomalee in 
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April 1995. The war escalated and, by the 
end of 1995, government troops had taken 
control of Jaffna. They found a ghost town; 
most of the population were ordered to 
leave by the Tigers. The rebels moved into 
the jungle and began a guerrilla campaign, 
especially against the army as it tried to 
keep the supply routes to Jaffna open. 
While keeping up military pressure, 
Mrs Kumaratunga’s coalition government 
then came up with a plan to devolve pow- 
ers to the regions. This was placed before 
Parliament last October, but it has got no- 
where. To work, the plan requires amend- 
ing the constitution. Mrs Kumaratunga’s 
coalition government does not have a big 
enough majority in Parliament to force the 
necessary changes through. The main op- 
position party has different ideas about 
how devolution should be applied. And 





A prince at a sad party 


the Tigers have rejected it. 

At the same time, more of the outside 
world has started to take the government's 
side as it attempts to find a political solu- 
tion. But that, too, has had its cost. America 
listed the Tigers as one of 30 "foreign terror- 
ist organisations" last October. Soon after, a 
truck bomb exploded in the middle of the 
capital, Colombo, killing 18 people. The Ti- 
gers were blamed, not least because they 
had said if America condemned them they 
would escalate the war. 

Then, on January 25th, a suicide 
bomber killed 16 people after driving a 
lorry loaded with explosives into a temple 
containing a tooth of Buddha in Kandy, a 
central hill town. This is the country's holi- 
est Buddhist shrine and was to have re- 
ceived a visit from Britain's Prince Charles 
this week as part ofthe 50th birthday party. 
After the bombing, all celebrations were 
hastily switched to Colombo, which was 
surrounded with a ring of steel. 

The bombing so outraged Sri Lanka's 
Buddhists that Mrs Kumaratunga was 
forced formally to outlaw the Tigers. That 
may well have ended some of the tentative 
links that have kept peace hopes alive. They 
received another setback this week when 
Buddhist leaders rejected the government's 
plans for more regional autonomy. And 
even an attempt to restore some sort 
of civilian government in Jaffna has 
not gone well. 

As more and more Tamils have 
returned to Jaffna, the government 
decided to risk holding local elec- 
tionsin the region on January 29th— 
the first vote to be held there for 16 
years, Although the Tigers made no 
attempt to disrupt the polling, only 
16% of voters turned out. The vast 
majority of the votes cast went to 
Tamil groups that have abandoned 
militancy since the government 
promised devolution. The low turn- 
out may have been due in part to a 
register of electors that was more 
than ten years old. But plenty of lo- 
cals seemed to shun the polls, some 
complaining that they lived under 
an army of occupation. 

"But you have to start some- 
where and we hope this will be the 
beginning of democracy here in 
Jaffna again," says Sarojini Yoges- 
waran, who was voted in as the 
mayor of Jaffna. She is a school mis- 
tress and widow of a popular MP 
killed in 1990. 

Meanwhile, the fighting goes on. 
In the weekend after the elections 
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more than 300 Tigers were killed in battles, 
according to the army. On the day of the 
celebrations, military officials blamed the 
Tigers for firing mortars at an air-force base 
in Batticaloa and at a police station to the 
north of town. A military victory against an 
army that can melt into the jungle may be 
impossible. But, faint as it is, Mrs Kumara- 
tunga has little hope other than to continue 
to try for peace and tolerance. It is, after all, 
what the religions of the country preach. 





Aground in the 
docks 


SYDNEY 


N ONE side are the dockers, whose 

union dominates Australia's ports. 
On the other are the farmers, apparently in 
a determined bid to break the union's 
power. Unless the dispute is settled quickly, 
it could bring to a stop much of the coun- 
try's overseas trade. 

The dispute centres on a single site, the 
Webb Dock, in Melbourne. The owners, 
Patrick, it turns out, secretly rented the dock 
to the National Farmers Federation, which 
says it aims to set up its own operation with 
non-union dockers recruited from New 
Zealand, almost halving the cost of han- 
dling cargo. The farmers have used trucks to 
drive equipment and security guards past 
pickets placed outside the dock by the 
dockers’ Maritime Union. The union has 
called a strike at neighbouring docks, trap- 
ping 800 Australian-made Toyota cars des- 
tined for the Middle East. 

A female security guard has been hurt 
in a skirmish, but abuse rather than blood 
has so far been the chief feature of the dis- 
pute. John Coombs, secretary of the dock- 
ers’ union, has accused the farmers of start- 
ing a "political union-busting exercise". 
James Ferguson, deputy director of the 
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farmers’ federation, has sneered at the 
"bludgers" (scroungers) of the union. John 
Howatd, the prime minister, has called the 
union “bullies” and said the farmers’ ini- 
tiative is in the national interest. 

Mr Howard's conservative coalition 
government has had the union in its sights 
since it came to power almost two years 
ago. The Australian waterfront is one of the 
last bastions of industrial class warfare and 
has defied attempts at reform by various 
governments. The dock-owners say that, as 
a result of the union's dictatorship of work- 
ing conditions, Australia has one ofthe rich 
world's most inefficient waterfronts. A 1995 
survey by Australia's Bureau of Industry 
Economics found that Australia's wharves 
moved fewer than 18 containers an hour, 
compared with 30 an hour in the most effi- 
cient docks abroad. 

In the 1980s, the former Labor govern- 
ment managed to cut the waterfront work- 
force from about 8,000 to 3,000; but its po- 
litical links with the union movement held 
it back from wholesale reform. With no 
such inhibitions, Mr Howard's govern- 
ment last year brought in an industrial-re- 
lations law that paved the way to end the 
maritime union's monopoly. It banned 
compulsory union membership and cur- 
tailed the unions' right to call strikes, with 
stiff penalties for breaches ofthe law. 

Enter the farmers' federation. It used to 
get on well with the dockers. It had a cosy 
deal with the union, exempting perishable 
products from strikes. This was vital for an 
industry trying to move its produce com- 
petitively into new markets, particularly in 
Asia, the biggest growth region for Austra- 
lian food exports. 

Now there is speculation that there may 
be a deal between the farmers and the gov- 
ernment, and that the federation may be a 





CHRIS CORRIGAN: 


A memo to the boss 
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stalking-horse designed to break the power 
of the dockers. If so, the federation has 
taken a huge gamble. The union's anger 
reached boiling-point on February 3rd af- 
ter Chris Corrigan, chairman of Patrick, dis- 
closed that his company had supported a 
plan in the United Arab Emirates in De- 
cember to train non-union men to work on 
Australian wharves. The exercise collapsed 
when international unions threatened re- 
taliation. Mr Corrigan described his deci- 
sion to lease the Webb Dock to the farmers 
as "the desperate act of a desperate man". 
He said that productivity on his docks had 
fallen by one-third last year. 

The dispute is being compared to Ru- 
pert Murdoch's showdown with the British 
print unions when he moved his newspa- 
pers to a non-union plant in the 1980s. But 
the Australian story may not have such a 
decisive result. The farmers' federation says 
it will take three months to equip its dock 
and train its workers. And while the gov- 
ernment is urging it on, Australia's ship- 
ping companies are not rushing to offer it 
their business, yet. 





China and the Internet 


The Great Wall 
wired 


BEUING 


S MORE and more Chinese find their 
way on to the Internet, China's bu- 
reaucrats, commissars and secret police- 
men find themselves with a digital di- 
lemma. As they see it, the global 
information network has both good and 
bad bits. 

The bad threatens to facilitate contact 
and collusion among far-flung opponents 
of the government (see box on next page), 
and to transmit subversive opinions, un- 
welcome information and unapproved 
news. Then there is pornography, which 
threatens the "spiritual civilisation" that 
China's leaders now seek to build. 

The good bits are the benefits of easier 
academic exchanges, scientific co-opera- 
tion and the transfer of technical and busi- 
ness information. The mundane work of 
China's bureaucrats and its secret police 
should become easier with greater use of 
the technology. The police are already 
rumoured to be sufficiently wired to know 
when a foreigner checks into a hotel in any 
big city. Even if they are not, they at least 
benefit from the public belief that their 
snooping is that effective. 

So far, the Internet is used by few Chi- 
nese. Yet its rapid uptake since 1994, when 
access to the Internet first spread beyond 
China's elite academic and scientific cir- 
cles, suggests demand will be huge. Accord- 
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Chinese tunnel through the Net 


BEIJING 


EARLY 50 provocative issues of Tun- 

nel magazine have been published 

since its launch last summer, and yet the 

most outspoken challenge to Communist 

Party rule yet seen in the Chinese media 

has not been shut down by the authori- 

ties. This week they seemed more worried 

by four poets, whom they detained for al- 

legedly plotting to overthrow the govern- 
ment, presumably in rhyme. 

The reason Tunnel has such a 
charmed existence is that it is published 
in Chinese on the Internet. Although all 
Internet users in China have to register 
with the authorities, finding the maga- 
zine’s creators, who submit 
their articles by e-mail, let alone 

| its growing number of subscrib- 

| ers, would be like looking for a 
needle in a haystack. Tunnel is 

| largely written in China, but 
distributed by e-mail from the 
United States. 

| The magazine's avowed aim 
is “to break through the lock on 
information and controls on 
expression.” Copyright, the 
publishers wryly assert, is 
emphatically not reserved and 
copying is encouraged. “When 
we bore through the barriers, so 
that they are riddled with 
holes,” say the editors, explain- 
ing the magazine's title, “then 


collapse is not far away.” 

The authorities might like to dismiss 
Tunnel as the rantings of dissidents ex- 
iled after the Tiananmen Square killings 
in 1989: many of China's overseas dissi- 
dents today are a fractious, self-regarding 
lot, not always in tune with the popular or 
even intellectual mood in China. While 
Tunnel’s first issues were devoted to the 
Tiananmen protests, if the ends are simi- 
lar then the means have certainly 
changed. “Treading the path of micro- 
technology, rather than the bubbling 
emotions of the square,” the editors say, 
“could bring us closer to our common de- 





sire for freedom and democracy.” 

Moreover, the range of debate in Tun- 
nel is wider than the preoccupations of 
dissidents. Calls are made for a franker re- 
assessment of the cultural revolution, a ta- 
boo subject in the official press. And the 
most recent issue is devoted to China's 
fragile financial system and the effects on 
it cf Asia's financial crisis. The contribu- 
tors appear to be well-informed and 
pooh-pooh the government's statistics, 
and its assertions that the crisis will have 
little impact. Bad debts in the banking 
system are much higher than admitted, 
perhaps up to 70% of all loans. The gov- 
ernment is “mending the east wall with 
bricks from the west wall", which will end 
in disaster. China's banks are bust, the au- 
thors rightly conclude, an assertion hotly 
denied by the authorities. 

Who, then, are the authors 
of these calls for an economy in 
which the state meddles less, 
and for an end to one-party dic- 
tatorship? Recently, more and 
more policymakers in Beijing, 
and even mayors in the prov- 
inces, have privately started to 
challenge central-government 
orthodoxy, calling instead for 
free markets and a dismantling 
of the state. In other words, the 
views of supposedly main- 
stream officials are beginning 
to echo those broadcast in Tun- 
nel. Powerful winds, it should 
be remembered, may start at 
ground level—or even lower. 
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ing to official figures, there are now more 
than 250,000 personal computers in China 
with connections to the Internet, and 1,000 
service-providers. The government expects 
the number of Internet users will rise to 4m 
by 2000, although many people in the com- 
puter industry reckon the numbers will be 
far higher. One obstacle is that on line com- 
merce in goods and services will be denied 
to many Chinese simply because so few yet 
hold credit cards. 

Officials have the problem of trying to 
promote what they see as good use of the 
Internet while restricting what they do not 
like. In December, the authorities enacted à 
formal set of regulations on Internet usage, 
replacing various temporary guidelines. 
The new rules bar users from doing any- 
thing online to harm national unity or in- 
cite the overthrow of China’s socialist sys- 
tem. Sex, gambling, terrorism, and other 
assorted virtual sins are likewise forbidden. 

Since they have an ultimate chokehold 
over the country’s main data pipelines 
leading to the Internet, the authorities have 
two ways to enforce their rules. One is to 
monitor what Chinese surfers do online in 
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order to find and punish those breaking 
the rules. The other is to block the electronic 
path to objectionable material with filter- 
ing software. Among the sites currently 
blocked are those of several western news 
organisations, including CNN and Time. 
The Economist's website, however, remains 
accessible from China. 

Yet both methods are, in the long run, 
losing battles. Monitoring Internet traffic is 
a tedious and time-consuming affair that 
will only become more difficult as the vol- 
ume increases. As for filtering, even though 
China is using ever more sophisticated soft- 
ware (much of it provided by American 
firms), clever users can defeat it. Moreover, 
the young, electronically talented workers 
needed to perform this supervisory role are 
likely to be more inclined (and certainly 
better paid) selling their services to the pri- 
vate sector rather than to the government's 
Internet nannies. 

Chinese service-providers say most us- 
ers are trying to get ahead in life rather than 
topple the government. They are checking 
share prices, looking for business leads and 
doing much of their browsing on Chinese- 


language software and accessing Chinese 
rather than foreign websites. 

Others say Internet users need not be ex- 
plicitly subversive in order to transform 
China. The change, they say, will come not 
so much from the Internet's firebrands as 
from its mere presentation of varied views 
and voices. Steven Calcotte, a technology 
consultant in Beijing, observes that the 
most recent graduates from Beijing Univer- 
sity—the first to have had access to e-mail 
and the Internet—have a markedly differ- 
ent outlook from their predecessors. 





India 


A little safer 


DE. HI 


O NUCLEAR, and give priority to In- 
dian businessmen over foreigners. 
These are the central planks of the mani- 
festo of the front-runner in India's general. 
election campaign, the Hindu-nationalist 
Bharatiya Janata Party (BJP). Foreign diplo- 
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No Big Macs here 


mats and investors are uneasy but not in 
panic. They take some comfort from the 
fact that the prospect of getting elected has 
led the BJP to soften its manifesto this time. 

The manifesto says nothing about con- 
ducting nuclear tests, and this makes a big 
difference in terms of economic sanctions. 
United States law mandates sanctions if In- 
dia tests a nuclear device. Al! aid to India 
would cease, the American representative 
in the World Bank and 1Mr would vote 
against any loans to India, no American 
bank would be allowed to lend to India, 
and technology flows to India would be 
tightened severely. This would be a 
politicial and economic disaster, which 
could trigger a run on the rupee. 

However, such sanctions would not be 
triggered automatically if India made nu- 
clear weapons without further testing (as Is- 
rael has done). India's previous test of a 
"nuclear device", in 1974, was said by the 
government of the day to be for “peaceful” 
purposes. India's neighbour, Pakistan, al- 
ready has nuclear capability without, ap- 
parently, testing a weapon. Both countries 
can assemble a bomb at short notice. Amer- 
ica would like to keep things that way, and 
will deplore actual assembly. But the BJP 
has carefully worded its manifesto to try to 
ensure that American outrage does not es- 
calate into sanctions. 

On missiles, the BjP also appears more 
moderate. Its 1996 manifesto called for pro- 
ducing and deploying missiles under 
development in India, the short-range 
Prithvi and intermediate-range Agni. The 
new manifesto is silent on Prithvi and 
merely says the Agni will be developed (it 
does not say deployed). 

American law mandates sanctions 
against countries that transfer missile tech- 
nology, but not those which (like India or 
Israel) develop missiles at home. So the de- 
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ployment of Prithvi by India would not by 
itself mean sanctions. However, Pakistan 
would certainly retaliate to open deploy- 
ment (there was a fuss last year, when some 
of the missiles were moved, but not suppos- 
edly deployed, to a base not far from the 
border with Pakistan) by deploying the m- 
11 missiles it has received, but not yet un- 
packed, from China. And that would trig- 
ger sanctions against China and Pakistan. 
In such circumstances, diplomats believe, 
the United States would be obliged to im- 
pose sanctions on India too. 

The softening of the BjP line on missiles 
owes something to the financial crisis in 
Asia, which has shown how quickly a lack 
of confidence can degenerate into panic. 
When the manifesto was being drafted, 
some party stalwarts inveighed against for- 
eign hot money that had destabilised much 
of Asia, and demanded a six-month “lock- 
in” period for foreign investment. This at- 
tempt to lock in dollars would actually 
have locked out future flows, since foreign 
investors prize liquidity. They protested, 
and within hours a BJP spokesman said no 
such clause was being inserted. Six months 
ago, it would have been unthinkable for 
this party to be seen to be yielding to for- 
eign pressure of any kind. 

The manifesto says Indian industry 
must essentially be built by Indians, and 
foreign investment can be only a modest 
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supplement (though it has an important 
role in some areas, such as infrastructure). 
The party will restrict foreign direct invest- 
ment in non-priority areas (which include 
fast food and soft drinks) and stop hostile 
takeovers of Indian companies by foreign 
ones. The BJP wants foreign investors to set 
up joint-ventures rather than wholly 
owned subsidiaries. While reaffirming the 
need to liberalise, the party has reiterated 
its “Indians-first” approach, and says In- 
dian businessmen must be given a transi- 
tional period of seven to ten years before 
being exposed totally to foreign compe- 
tition. It promises to prune the public sec- 
tor and to slash regulations. 

Most foreign investors will be able to 
live with this policy, despite its streak of xe- 
nophobia. India is a small market for con- 
sumer goods (more Coca-Cola is sold to 
South Korea's 45m people than to India's 
950m) but a big one for infrastructure, 
which can easily use $20 billion a year. The 
BJP worries that Indian culture will be 
eroded by new food habits brought in by 
Kentucky Fried Chicken or McDonald's. 
Hence its old slogan: *Microchips yes, po- 
tato chips no." Critics say such a policy will 
simply lead to the production of potato 
chips at the price of microchips. Yet most 
foreign investors will shrug their shoulders 
if the BJP's xenophobia is limited to pizza 
parlours and breakfast cereals. 





The Winter Olympics 


Downhill all the way 


NAGANO CITY 


MONTH ago, Keita Asari was praying 

for snow. Lots of it. This week, as the 
executive producer in charge of the Nagano 
Olympics’ opening ceremony on February 
7th, he has been going to the famous 
Zenkoji shrine to pray for no more snow. As 
it is, some 20 centimetres (eight inches) of 
the stuff will have to be 


brushed off the seats in the 
giant Minami Nagano 
Sports Park. 


Come another bliz- 
zard, and most of the two- 
hour ceremony marking 
the opening of the 18th 
Olympic Winter Games 
will have to be abandoned. 
That will mean no spec- 
tacular display of Japanese 
culture, no Chris Moon, a 
British landmine victim, to 
convey a message of 
peace—and no maestro, 
Seiji Ozawa, conducting 
Beethoven’s ninth sym- 
phony to the warblings of 
2,500 athletes—with back- 





up choruses on five continents relayed 
around the world by broadcasters. 

There is no question that, if the weather 
gods co-operate, the Nagano Olympics will 
be the slickest spectacle staged yet in the 
history of the winter games. It will certainly 
be the biggest. Unfortunately, the event will 
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MANILA 


CC TF THE government will not allow 

my human heart to beat with love, I 
have no more reason to live," so wept 
| Imelda Marcos, former first lady of the 
Philippines, in front of a sympathetic 
throng of loyalists and strategically posi- 
tioned cameramen. 

For once, the high drama that invari- 
ably accompanies the widow of the late 
dictator, Ferdinand Marcos, seemed ap- 
propriate. On January 29th, the Supreme 
Court upheld her conviction in 1993 ona 
corruption charge, which carries a sen- 
tence of 9-12 years in prison. Freed on 
bail, she now has one last chance to make 
an appeal. Even if that does not work, the 
grande dame of the Philippines may have 
another trick or two up her sleeve to avoid 
| going behind bars. 
| Officials are still hunting for some of 
| the money which Ferdinand Marcos 
| plundered from the Philippine economy 

during his 20-year rule, but his wife's con- 
viction centres on her instructions to a 

railway authority in the early 1980s to 
| rent out property to a state-run hospital 
foundation, which she headed, at terms 
| 





described by an anti-graft court as “mani- 
festly and grossly disadvantageous" to the 
government. Mrs Marcos prefers to call 
the deal a “creative investment”. 
Fortunately for Mrs Marcos, 68, and 
now a congresswoman, time may be on 
| her side. The Philippine judicial system 
| works slowly, and is unlikely to hear her 
| final appeal by May, when elections are 
| due. A new president might then pardon 
| her. Moreover, the two front-runners to 
. succeed the current president, Fidel Ra- 


also win the gold medal for runaway costs. 

The games were planned while Japan 
was still intoxicated with the excesses of the 
bubble economy—before the stock and 
property markets crashed, ushering in to- 
day's austerity. Local governments in 
Nagano prefecture dug deep into their 
pockets to pay for the widening of roads 
and the construction of new sports facili- 
ties. Entrepreneurs, expecting a flood of for- 
eign visitors, splurged heavily on providing 
western-style accommodation. An express- 
way was bulldozed through the mountain- 
ous prefecture, and a sleek new bullet-train 
has halved the three-hour journey from To- 
kyo. All told, insiders reckon that staging 
the event has cost a staggering ¥1.3 trillion 
($10.5 billion). 

Eishiro Saito, president of the Nagano 
Organising Committee (NAOC), rejects 
complaints from citizens who are worried 
about how their taxes have been spent. The 
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With a swoon, Imelda's back 


mos, are both likely to oblige. 

Jose de Venecia, the speaker of the 
House of Representatives and ruling par- 
ty’s candidate, and Joseph Estrada, the 
populist vice-president, are both closely 
associated with the Marcos years. On 
hearing of the court's ruling, Mr de 
Venecia immediately hinted of "execu- 
tive clemency". After stinging rebukes 
from Renato de Villa, a former defence 
secretary, human-rights organisations 
and the Roman Catholic Church, Mr de 





Pardon me 


games, he claimed recently, would boost 
the local economy—largely tourism—by up 
to ¥3 trillion. Unfortunately, tourism in 
Nagano is not up, but down. 

Hotel-owners and inn-keepers through- 
out the prefecture got wind that something 
was wrong two months ago when NAOC 
cancelled a quarter of the 16,000 rooms it 
had block-booked. Occupancy rates in the 
prefecture’s ski villages—normally over 
80% at this time of the year—are currently 
running below 60%. Chambers of com- 
merce say regular winter tourists have 
stayed away, fearing they would not be able 
to get near the ski slopes because of the 
Olympics. Meanwhile, the only other 
Asians with any interest in winter games— 
the South Koreans—have remained patriot- 
ically at home while their country struggles 
with its financial troubles. 

The NAoc leadership has already em- 
barrassed itself over attempts to present the 


Venecia is now talking about letting jus- | 
tice run its course. 

Nevertheless, the Philippines’ at- 
tempts to mete out justice to Mrs Marcos 
have long been hampered by a remark- | 
able tendency to forgive and forget. In- 
deed, devoted Marcos loyalists—some 
bearing banners proclaiming “Imelda, 
hope of the masses"—have taken to the 
streets calling on her to run for president. 
Only she, they say, can solve the present 
economic crisis. Mrs Marcos tried to per- 
suade Filipinos to elect her to the presi- 
dency in 1992, but failed. Yet the improb- 
able sometimes happens in the Phil- 
ippines. Dare she try again? 

| 





greenest ever winter games. Until it re- 
cently backed down, it had cited environ- 
mental concerns for refusing adamantly 
for five years to meet the International Ski 
Federation’s request to raise the starting- 
point of the men's downhill race to a higher 
altitude, in order to create a longer and 
more testing course than the hopelessly 
short one originally planned. The orga- 
nisers had claimed a higher starting-point 
would cause untold damage to a national 
park, despite 170,000 recreational skiers 
criss-crossing the area every winter. 

Now Nagano has another headache. 
The new roads are bringing something 
nasty to its once pristine forests and snow- 
draped mountainsides. Organised crime 
has started a nifty new business trucking 
toxic waste from factories in the industrial 
heartland of Japan and dumping it quietly 
in Nagano's countryside. 
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A virtually fat-free budget 


WASHINGTON, DC 


RESIDENT CLINTON's budget advis- 

ers have much to be cocky about. The 
budget that Mr Clinton presented on Feb- 
ruary 2nd can be trumpeted as the first in a 
generation that is actually balanced. It has 
enough social initiatives (ie, spending on 
child care and education) to satisfy Demo- 
crats, and enough virtue (ie, saving any sur- 
plus for Social Security) to put Republicans 
and their tax-cutting fervour on the defen- 
sive. More unusually, it has not sacrificed 
economic good sense for political appeal. 
Even Robert Reischauer of the Brookings 
Institution, a man who usually points out 
the flaws in administration fiscal policy, is 
complimentary: "This is politically a 
strong document and fiscally a responsible 
document." No mean achievement. 

It was not as hard as all that, of course. 
With a booming economy and record tax 
receipts, fiscal prudence is fairly easy. 
America's legislative odyssey from chronic 
deficits towards budget surplus began with 
George Bush's tax increase in 1990, was 
boosted—despite fierce Republican deni- 
als—by Mr Clinton's tax rise in 1993 and as- 
sisted, albeit messily, by last years bal- 
anced-budget agreement. Serendipity has 
also played a role. In the past couple of 
years federal tax receipts have risen for rea- 
sons that economists still do not fully un- 
derstand, from 18.8% of Gp» in fiscal 1995 
to 19.8% in 1997. Awash with cash, Mr Clin- 
ton would have had to be extraordinarily 
profligate to miss the balance. 

As it is, the administration proposes a 
cumulative $1.1 trillion in fiscal surpluses 


The shape of restraint 


Budget spending estimates 


President's 1999 fiscal-year budget 


Assuming Balanced Budget Act caps 
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over the next decade. The Congressional 
Budget Office, the independent congres- 
sional fiscal watchdog, is marginally more 
cautious. Its latest projections, published 
on January 28th, suggest small deficits in 
fiscal years 1999 and 2000 and a cumu- 
lative $662 billion in fiscal surpluses over 
the next ten years. The difference of $400- 
odd billion over ten years between the CBO 
and the administration is far less dramatic 
than it sounds. The administration's num- 
bers are based on a slightly more optimistic 
view ofthe economy, though they are closer 
to most private-sector forecasts. 

The budget assumes that federal tax re- 
ceipts will stay at record highs as a share of 
the economy. It expects revenues to reach 
20.1% of GpP in 1999, falling back slightly to 
19.6% by 2003. If this surge is not sustained, 
the surplus looks rather smaller. But, unless 
there is an unforeseen recession or a sud- 
den drop in tax receipts, the administra- 
tion's numbers are plausible. This is not a 
budget based on irrational exuberance. 

But neither is it a budget free of gim- 
micks. Mr Clinton's new initiatives—in- 
cluding tax credits and spending for child 
care, 100,000 new teachers, money to build 
classrooms, tax credits for the environment 
and much more money for medical and 
scientific research—will cost about $140 
billion over five years. Strictly speaking, 
they imply increases in discretionary 
spending that break the caps reaffirmed in 
last year's balanced-budget agreement. 

No matter, claims the administration, 
for these initiatives are all fully financed. It 
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expects to allocate $65.5 billion in revenues 
from a tobacco settlement between 1998 
and 2003, $23 billion in revenues from the 
elimination of certain tax benefits, and the 
rest from savings elsewhere in the budget. 
Technically, the budget pays—as it claims— 
for every proposal “line by line, dime by 
dime”. By repackaging much discretionary 
spending as “Funds for America”, it also 
makes it less obvious that the spending 
caps have been broken. 

Gimmicky, perhaps; but these tactics do 
not, as some Republicans claim, conceal an 
outrageous profligacy. This budget does not 
imply a disguised expansion of govern- 
ment. A sum of $140 billion in new spend- 
ing over five years is small change in a bud- 
get which will spend $1.7 trillion in fiscal 
1999 alone. Even with the proposed new 
initiatives, government spending will fall 
as a share of GDP from 20.1% in 1997 to 20% 
in 1999 and 18.8% in 2003 (see chart). 

Nor is it fair to criticise the budget for 
counting the proceeds of a tobacco deal 
that has not yet been agreed. The purpose of 
a budget is to put forward the administra- 
tion’s proposals. However it is phrased, this 
budget in effect proposes a rise in tobacco 
taxes (or a payout from tobacco firms that 
would equally imply higher tobacco 
prices). In principle, Congress could tax cig- 
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arettes more with or without a deal with to- 
bacco firms. But whether it will do so, or in- 
deed whether it will close the $23-billion 
tax loopholes that Mr Clinton proposes 
(many of which it had previously refused to 
close) is far from clear. 

A respectable case can even be made for 
some of Mr Clinton’s spending initiatives. 
Public investment in research and develop- 
ment, for instance, could boost innovation 
and long-run growth. The tax credits for 
more fuel-efficient cars, due to start in 
2000, might conceivably induce a few 
Americans to forsake their gas-guzzling ve- 
hicles (though it would have been simpler, 
and more effective, to raise petrol taxes). 

More broadly, the Clinton administra- 
tion cannot resist running social policy 
through the tax code. This budget alone 
brings an array of new tax incentives, in- 
cluding expanded tax credits for child-care 
costs, tax credits for employers who pro- 
vide child care, tax credits for building en- 
ergy-efficient homes, tax credits for invest- 
ing in rooftop solar equipment and more 
tax credits for investing in an urban “em- 
powerment” zone. Meanwhile many of last 
years huge tax changes—the child tax 
credit, the education tax credits—are still 
being phased in. The result is an ever more 
complicated tax code, and micromanaged 
social policy. This budget, for instance, 
seems particularly keen to help a working 
family earning less than $59,000 living ina 
solar-powered house in a run-down inner 
city and driving a fuel-efficient car. 

But the biggest issue is whether any ex- 
tra spending was sensible in the face of the 
baby-boomer pension squeeze. Mr Clinton 
scored a political coup by announcing that 
future budget surpluses should be reserved 
for Social Security. By doing so, he has prob- 
ably forestalled Republican proposals to 
use the surplus for tax cuts. But if saving So- 
cial Security is the chief goal, then fewer 
spending initiatives, the same tobacco rev- 
enues and a bigger surplus would be better; 
particularly since some of Mr Clinton's 
supposedly costless ideas may turn out to 
be nothing of the sort. His proposal to ex- 
tend Medicare insurance to 55-65-year- 
olds, for instance, is touted as self-financ- 
ing. Few experts believe that. Such an 
extension of entitlements at a time when 
America is greying fast may prove more fis- 
cally reckless than it looks now. 

In sum, this budget is far from perfect. 
But, given political realities, it could have 
been worse. By combining cheap and pop- 
ular spending initiatives, high taxes (by 
American standards) and repeated avow- 
als of the need for restraint, Mr Clinton 
may have devised a politically feasible way 
not only to balance the budget but also to 
keep it balanced. Washington, after all, is a 
place where economics alone almost never 
triumphs. 
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The death sentence 


[Tos 


Man, woman, death and God 


AUSTIN, TEXAS 


c6 I AM going to be face to face with Je- 

sus now,” Karla Faye Tucker said in 
her final words. “ .. . I will see you all when 
you get there. | will wait for you.” Behind 
the glass partition separating the witness 
box from the execution chamber Richard 
Thornton, the husband of the woman Ms 
Tucker murdered with a pickaxe in 1983, 
was unforgiving. “Here she comes, baby 
doll,” Mr Thornton said, as though to his 
dead wife. "She's all yours. The world’s a 
better place.” Few places dispose of their 
killers quite as nonchalantly as Texas. Last 
year it executed 37 men with minimal fuss. 
Yet there were moments before the execu- 
tion of Ms Tucker at dusk on February 3rd 
when even Texans felt troubled. 

Most Texans were genuinely baffled by 
the international pleas for clemency. Did 
these foreigners, asked one Texas radio- 
show host, think Governor George W. Bush 
was a Sultan who could dispense mercy by 
wafting his hand? Had they not read the 
state constitution? Apparently not, to judge 
from the hopelessly unconstitutional plac- 
ards waved by anti-death-penalty protest- 
ers outside the governors mansion. 

All the same, pleas for clemency came 
in thick and fast. The governor's office got 
about 3,000 calls on the morning of the exe- 
cution, 80% asking Mr Bush to commute 
Ms Tucker's sentence. Pat Robertson called; 
Pope John Paul II sent a heartfelt note. To 
no avail. The voice that mattered most was 
the prosaic one of the Texas parole board, 
which on February 2nd had overwhelm- 
ingly rejected Ms Tucker's call for clemency. 
Appeals by her lawyers to the Supreme 
Court in Washington fared no better. 


In the end, only a temporary reprieve 
from Mr Bush could have changed things. 
Looking haggard, and saying that he had 
sought guidance through prayer, the gover- 
nor declared: “I have decided that judg- 
ments about the heart and soul of an in- 
mate on death row are best left to a higher 
authority. May God bless Karla Faye Tuck- 
er, and may God bless her victims and their 
families.” When the announcement came 
that the sentence had been carried out, a 
hearty cheer rose from the waiting throng. 

Ms Tucker spent her last morning with 
relatives, friends and her husband, Dana 
Brown, a prison chaplain who fell in love 
with her in jail. There was ghoulish specula- 
tion among journalists whether the prison 
authorities had allowed the couple a fare- 
well kiss. The execution took place in the 
“death house”, a sombre little bungalow 
beside the front entrance of the prison. Af- 
ter a final meal of bananas, peaches and 
tossed salad Ms Tucker was escorted to the 
death chamber and strapped to a trolley. 
Her veins were flooded first with sodium 
thiopental to knock her unconscious, then 
with pancuronium bromide, a strong mus- 
cle relaxant that caused her diaphragm and 
lungs to collapse, and finally a dose of po- 
tassium chloride, which stopped her heart. 

One consequence of Ms Tucker’s death 
may be to make the death penalty gender- 
blind. She was the first woman to be exe- 
cuted in the United States since Velma 
Barfield in North Carolina in 1984. She was 
also, to many people's surprise, the first 
woman ever executed by the state of Texas. 
The last woman put to death in the state, in 
1863, was hanged (from a mesquite tree) by 
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The exiles think of helping 


MIAMI 


HILE the Pope was in Cuba last 

month, he denounced the Ameri- 
can trade embargo as “ethically unaccept- 
able”. Supporters of American policy to- 
wards Cuba were unmoved; they had 
expected it. Yet, faced by the pictures of 
poverty and squalor coming out of Ha- 
vana, both supporters and opponents of 
the embargo seem to have had the same 
reaction: the United States has to be seen 
to be doing something to help. 


Attempting to seize the moment, a . 


new campaign seeks to let American com- 
panies sell food and medicines to Cuba. 
Calling itself “Americans for Humanitar- 
ian Trade with Cuba", it hopes to 
back a bill this spring that would 
lift those particular restrictions. 
Among its members are President 
Clinton's former treasury secretary, 
Lloyd Bentsen; Ronald Reagan's 
former national security adviser, 
Frank Carlucci; James Schlesinger, 
à CIA director under Nixon; and 
David Rockefeller, a New York 
business magnate. 

American businessmen, led by 
the United States Chamber of 
Commerce, are weighing in. "It 
doesn't surprise me that people are 
coming out of the woodwork,” said 
Damian Fernandez, a Cuba 
scholar at Miami's Florida Interna- 
tional University (Fru). "Ameri- 
cans...have this missionary im- 


pulse to do good.” 

The embargo’s supporters also think 
they have lit on a way of doing good. Their 
counter-proposal is that shipments of 
American government food and medi- 
cine should be sent to Cuba. Supporters 
of the proposal, who include Senator 
Jesse Helms, the embargo's firmest friend, 
say it would rob Fidel Castro of the ability 
to blame Cuba's economic problems on 
the United States. According to a draft of 
the law, "it puts the burden of accepting 
or rejecting such needed humanitarian 
aid squarely on the Cuban regime." 

And it has already been rejected. The 





law would require Cuba to allow the aid 
to be distributed to political prisoners 
and other non-governmental organisa- | 
tions by the American Red Cross.It would | 
therefore bypass Cuba's Red Cross, which 

is an arm of the communist government. 
Mr Castro, calling the offer of American 
government aid "repugnantly cynical", 
dismissed it out of hand. 

The hardliners among the Cuban ex- 
iles in Miami are leaderless, since the re- 
cent death of their top man. And there are 
signs that the moderates are recovering 
their voices. The young have always been 
less confrontational. A poll of Cuban- 


Americans conducted last June by the In- 


stitute of Public Opinion at riu found 
that 51.696 (and 7796 of those aged 18-29) 
supported negotiations with the Cuban 
government. Some 75% of the 
younger age group also supported 
selling medicines to Cuba, and 
63% favoured selling food. A 
broader trend is that the Cuban he- 
gemony among the city's Spanish- 
speakers is being challenged. 

Yet strong majorities (92% of | 
Cuban-Americans over 65, 65% of | 
those under 45) still support the | 
embargo. So do all three Cuban- | 
American members of Congress. | 
And the hardliners may now be 
helped by the travails of the Clin- | 
ton administration. In recent | 
months the president has ap- 
peared to favour a softer policy. 
Now that he is caught up in scan- 
dal, this may not be the best time 
for bold initiatives on Cuba. 





the court of San Patricio County. But the 
past queasiness of Texas in such matters is 
over. This time, everybody agreed that Ms 
Tucker should not be treated differently be- 
cause she was a woman. There remain five 
women on Texas's death row, and 437 men. 
For feminists, Ms Tuckers death repre- 
sented an awkward victory. 

Civil-righters have been happy to join 
their enemies of the religious right in de- 
claring their opposition to the death pen- 
alty. In private, however, many liberals 
have reservations. Would a similarly re- 
formed male prisoner have received such 
attention? Would a black man who had 
pickaxed a white couple to death but had 
seen the light in prison and become a de- 
vout and erudite Muslim have found such 
support? Probably not. It was her sex and 
her prettiness, as much as her religious con- 
version, that made Ms Tucker a poster girl 
ofthe anti-capital-punishment groups. She 
won some striking converts. An evangelist, 
Jerry Falwell, said that he had been a 
staunch advocate of the death penalty until 
he saw Ms Tucker on television: "I just 
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knew instantly that girl had been touched 
by the Lord and ought to be spared." 

The parole board, however, and some 
gory television coverage, reminded Texans 
that Ms Tucker had not ended up on death 
row by accident. The jury which convicted 
her in 1983 had no hesitation in delivering 
the death penalty. She had admitted rob- 
bing and killing Deborah Thornton and 
Jerry Lynn Dean while drugged. She and 
her accomplice "had made pin-cushions" 
of the victims (as one policeman put it) by 
repeatedly hitting them with a pickaxe. She 
said that each swing of the pickaxe gave her 
a sexual thrill. Her lawyers explanation 
that she had spent her teenage years as a 
drug-consuming prostitute left the jury un- 
moved. Prison, arguably, was her first real 
chance of redemption. 

As it happens, Texans can compare Ms 
Tucker's fate with that of Diane Zamora, 
whose trial began in Fort Worth on Febru- 
ary 2nd. Miss Zamora is accused of urging 
her boyfriend, David Graham, to murder 
an old flame in 1995, and then bludgeon- 
ing the girl's head with a dumb-bell. Miss 


Zamora had meantime gone on to become 
a midshipman at Annapolis, the training 
college for American naval officers; Mr Gra- 
ham had become a cadet at the Air Force 
Academy. If they are found guilty, neither 
will face the death penalty, at the request of 
the victim's parents. 

No such mercy came Ms Tucker's way. 
But her execution may at least bring a new 
look at Texas's system for considering ap- 
peals against the death penalty. All 76 clem- 
ency requests filed in Texas since 1993 have 
been rejected. Last year, none of the 16 
death-row inmates seeking commutation 
of their sentences could muster even a sin- 
gle vote for clemency from the parole 
board. Part of the problem is that com- 
mutation often makes the criminal eligible 
for parole; if her sentence had been com- 
muted, Ms Tucker could have been out on 
parole in 2003, an unpalatable thought to 
many Texans. Still, there are signs that the 
next session of the state's legislature may 
agree to re-examine the way the parole 
board works. 
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California 


Money for 
pencils 


LOS ANGELES 


IANNE FEINSTEIN's decision not to 

stand for the governorship of Califor- 
nia may have transformed the election’s 
prospects, but it has not changed the issue 
on which it will chiefly be fought: the state’s 
failing schools. All the remaining candi- 
dates agree not only that education is Cali- 
fornia’s top priority but that something 
dramatic needs to be done to improve it. 
The question is what. 

The leading Democrats—Gray Davis, 
the lieutenant-governor, and Al Checci, a 
millionaire businessman—both favour 
making the system tougher, with more tests 
for teachers and pupils, more homework, 
an end to automatic promotion by age and, 
of course, more money. The sole Republi- 
can candidate, Dan Lungren, the attorney- 
general, puts more emphasis on expanding 
choice, by vouchers and charter schools. 
Adding to the intensity of the debate is an 
initiative designed to curtail bilingual edu- 
cation; this proposal has built up a huge 
momentum, even among Latino voters. 

Whoever wins the governor's race will 
be helped by the fact that the current gover- 
nor, Pete Wilson, has already set the ma- 


chinery of reform in motion. In 1996-97 he 
cut class sizes to no more than 20 pupils in 
the first four elementary years, at a cost of 
$1.5 billion, and set aside $200m for im- 
proving reading, mainly by encouraging 
phonics-based teaching. This year he in- 
tends to add an extra week to the school 
year, at a cost of $350m; to introduce reme- 
dial summer schools for children who do 
not come up to scratch; and to help raise 
$16 billion-worth of construction bonds for 
school building and repair. He is also lend- 
ing his support to kindergartens for poor 
children and single-sex schools for those 
who prefer them. 

Last month he introduced an initiative, 
aimed for November's ballot, that would 
make his class-size reduction permanent, 
establish a state inspector for public 
schools, on the British model, and require 
teachers to be more accountable for their 
students’ performance. His budget also ear- 
marks $52m to allow children trapped in 
the worst schools to move to better public 
schools or private schools, 

Why has California become obsessed 
with education? Because its schools have 
deteriorated dramatically over the past 30 
years, from being among the best in the 
country to being among the worst. The Na- 
tional Assessment of Educational Progress, 
which monitors school performance in 37 
states, has ranked California joint-last in 
mathematics, along with Louisiana, and 
near the bottom in everything else. Califor- 





Ronnie in concrete 


WASHINGTON, DC 


OU can tell a revolution has rotted 
when its leaders abandon ambitious 
programmes and start renaming things 
instead. Long after East Europeans lost 
faith in communism, they were still 
naming parade grounds after Marx and 
Lenin; long after the idealism of Latin 
America’s independence movements 
wilted, city squares bore the names of ob- 
scure revolutionary dates. Now the same 
condition has befallen America’s Repub- 
lican revolutionaries. They no longer 
swear to remake government. But Re- 
publicans in Congress have now suc- 
| ceeded in renaming Washington's Na- 
| tional Airport after Ronald Reagan, their 
| party's living saint. 
Not everyone is pleased with this. 
Some object that even the great John 
| Wayne had to wait to die before Califor- 
nia named an airport after him. Others 
grumble that Mr Reagan's name has al- 
ready been attached to the largest federal 
office building. The air traffic control- 
| lers, who have not forgiven Mr Reagan 
for firing them wholesale and breaking 








Frank, your flight's leaving 


their (illegal) strike in 1981, are livid. 
Randy Schwitz, the deputy head of the 
controllers’ association, demands to 
know whether Republicans would like 
to name the rebuilt federal building in 
Oklahoma after Timothy McVeigh. 
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nia came 41st among American states in 
terms of spending per pupil in 1996-97, 
having been fourth in the 1960s, and regu- 
larly comes near the bottom in classroom- 
size and provision of textbooks and com- 
puters. A recent report by the National 
Education Association gave California an 
“F” for the general condition of its schools. 

In many states such dismal results 
would be blamed on the local school 
boards. But in California, ever since Propo- 
sition 13 passed in 1979, putting a cap on 
the amount of property tax that can be 
raised, the bulk of education finance comes 
from the state. In the Californian education 
debate, all roads lead to Sacramento. 

For most of the 1990s education has 
come third in voters' minds, behind crime 
and the economy. But crime has fallen 
sharply in the past four years, with a 40%- 
plus drop in the murder rate and a 30% 
drop in total crime figures, and the econ- 
omy is booming again. The boom is putting 
a windfall of $3.2 billion into the state's cof 
fers. Under Proposition 98, nearly three- 
quarters of this money must go on schools. 

The candidates for the governorship are 
acutely aware that education is the key is- 
sue for two crucial groups of swing voters: 
suburban mothers and Latinos. The Demo- 
crats’ successful wooing of “soccer moms" 
created the gender gap that put Bill Clinton 
back in the White House; Dan Lungren will 
have to woo them even harder on educa- 
tion if his views on abortion and guns are 
not to sink him with this constituency. 
Latinos, who make up 41% of the state’s 
public-school population, have enormous 
faith in education as a way of bettering 
their lot, but usually feel short-changed by 
the system. A recent survey by the Univer- 
sity of California at Berkeley found that 
only 42% of Latino parents had access to 
pre-school education compared with 61% 
of whites. Any candidate who can speak to 
these frustrations has a good chance of win- 
ning over a lot of voters. 

But Gregory Rodriguez, of Pepperdine 
University, speculates that there may be 
more than just brimming coffers and elec- 
toral calculation behind the current obses- 
sion with education. He thinks California 
is recovering its faith in the future. The 
state’s confidence faltered in the 1970s, 
when Governor Jerry Brown started to have 
doubts about growth, and turned into pes- 
simism in the early 1990s, when the econ- 
omy bombed and more than 1m people 
fled the state. Now, with a younger-than-av- 
erage population and an unrivalled hold 
over the computer and film industries, 
California is looking ahead again. 

An inspiring thought. But can it turn 
good intentions into sound policy? An in- 
jection of cash will no doubt help in a state 
that produces 130,000 new school-age chil- 
dren a year and suffers from a shortage of 
classrooms. But Michael Kirst, a professor 
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at Stanford University, points out that 
there is a confusion at the heart of Califor- 
nian thinking about education. 

The liveliest reformers have concen- 
trated on setting standards from the centre 
but giving schools freedom to choose how 
they reach those standards; that is the 
model pioneered by Margaret Thatcher 
and imitated by states such as Florida and 
Texas. But the California legislature has 
found it exceedingly hard to draw up state- 
wide standards. In 1994, for example, the 
state introduced state-wide tests, which had 
been in the works for six years, only to see 
the governor veto them, obliging the test- 
designers to go back to the drawing board. 
Now most educational reformers—includ- 
ing the current batch of candidates for gov- 
ernor—are obsessed with telling schools ex- 
actly how to run their internal affairs. Until 
California can strike a better balance be- 
tween central control and local freedom, it 
is unlikely to regain its former position 
among the country’s best-educated states. 





Sheep farming 


A question of 
survival 


BIG HORN, WYOMING 


ATTLE-producers always moan about 
their lot until someone mentions the 
sheep business. A row of nodding Stetsons 
agree: wool and lamb farmers have it 
worse. Much worse, in fact. In 1996, Ameri- 
can sheep numbers hit an all-time low. In 
the 1930s the United States had over 50m 
head of sheep. Now it has under 8m, most 
of them in Texas, California and Wyoming. 
For every 48 pounds of pork, 60 pounds of 
beef and 74 pounds of chicken the average 
American consumes annually, he chews 
down just 1.3 pounds of lamb. 
The decline started after 
the second world war. Weary of 
wool and tallowy mutton ra- 
tions, ex-soldiers—and their 
families—shunned lamb 
chops and embraced synthetic 
fibre. The industry never recov- 
ered. Each decade brought 
more problems: subsidised 
producers in Australia and 
New Zealand; lack of cheap la- 
bour; increasing restrictions 
on grazing on public land; pro- 
hibitions on poisoning preda- 
tors; dwindling price supports 
and, finally, rows among sheep 
ranchers themselves, who are 
probably the most cantanker- 
ous commodity-producers in 
the country. v. 
The trade knows it is in Atl 
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east they keep the weeds down 


trouble. The American Sheep Industry 
Association characterises its long-term 
plans as “survival goals”. Yet experts say the 
industry could rebound if—but only if—it 
embraces radical change. Lamb prices are 
high and the long-term prospects for wool 
are good. Although 92% of America’s sheep 
farmers have fewer than 100 sheep, oper- 
ators with two or three bands (one band 
contains 1,000 sheep) can prosper if they 
think beyond volume marketing of generic 
wool and lamb. 

To begin with, the industry needs to 
take a chamois cloth to its image. For 200 
years, American sheep farmers have left 
devastation in their wake. For the sake of 
merinos, New England clear-cut its forests 
in the early 1800s. Almost three-quarters of 
Vermont was denuded for sheep pasture; a 
century later, sheep defoliated the western 
high desert and mountain meadows alike. 
The Sierra Club’s patron saint, John Muir, 
hated sheep, calling them “hooved lo- 
custs"; he felt “one would rather herd 
wolves than sheep.” 

But such destruction is caused by poor 
management, not by the animals them- 
selves. Properly managed grazing has 
proved a good, cheap method of weed con- 
trol. Sheep can feed on noxious plants 
spurned by cows and horses. The west suf- 
fers from too many sturdy weeds, especially 
leafy spurge and spotted knapweed, which 
together infest 7.5m acres in Montana 
alone. Expensive herbicides have little ef- 
fect on them; but ifsheep are introduced in 
early summer and fed on the weeds for a 
short time, they can keep them in check. Jeff 
Mosley, associate professor of range man- 
agement at Montana State University, fears 
a shortage of sheep needed for weed con- 
trol. Sheep-grazing permits on Forest Ser- 
vice land are already going begging; for ex- 
ample, the White River National Forest in 
Colorado has 50 open allotments for sheep. 

The N-Bar Ranch in central Montana 





UNITED STATES 


uses four bands of sheep for controlling 
weeds, particularly leafy spurge. Each band 
has a herder, guard dog, horse and sheep 
wagon. The ranch rotates cattle and sheep, 
depending on the weather, then takes them 
off the range in September. The N-Bar's 
boss, Tom Elliott, says the sheep owners 
pay a "considerably discounted grazing 
fee" for browsing on his land. It is “a lot 
cheaper than the $50,000-60,000 we were 
spending annually on herbicides." 

Yet sheep are vulnerable to predators, 
and controlling those brings its own prob- 
lems. In the 1970s, sheepmen suffered a 
public pummelling over the use of poisons. 
Raptors, notably eagles, fed on carcasses 
laced with coyote-killing doses of a poison 
called 1080. The birds died by the hun- 
dreds, and bird lovers demanded that the 
poison be banned. Now sheep farmers face 
increasing numbers of carnivores with de- 
signs on lamb. Predators killed 500,000 
sheep in 1994, costing the industry $35m. 
Sheep losses in Idaho, Wyoming and Mon- 
tana rose by a third between 1990 and 
1994. Coyotes are the main problem, but at- 
tacks by grizzly bear and wolves—both fed- 
erally protected—are increasing. It is not 
unusual for a producer to lose 15-20% of his 
lambs to predators in a year. 

Some operators manage to live with the 
losses. The Growers Wool Co-operative of 
Belgrade, Montana, buys only from ranch- 
ers who use guard dogs or llamas, rather 
than traps and rifles, to protect their flock. 
The wool is then knitted into sweaters and 
hats or woven into blankets marketed un- 
der the "Predator-Friendly" label. The co- 
operative is small but successful: it has sold 
out of products until next year. 

Even such niche-marketers face a long, 
rough road. It takes an industrious 150- 
head farmer to earn enough to pay health 
insurance and put something in the coffee 
can for retirement. Most farmers, with 
fewer sheep than this, must rely on second 
incomes. As one spokesman 
for the industry puts it: “Under 
500 sheep is a doubtable oper- 
ation." 

As the industry has con- 
tracted, the infrastructure has 
shrunk, too. Shipping trucks 
are scarce and expensive. Of 
the big lamb-packing plants 
that once dotted the west, only 
eight remain. Australians and 
New Zealanders happily fill 
the void: imports make up 36% 
of the American lamb market, 
up from 7% five years ago. 
More even than cowboys, 
those sheep-ranchers who re- 
main in their vanishing indus- 
trysum upthe unbowed—even 
crazed, some might say—spirit 
of the old West. 
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Whitewater or campaign funding. 
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E down, you have to py | 


decadence, which offended the sturdy mores ofthe French bour- 
geoisie. In muted ways, A 
same conflict, between cynical rulers and upstanding provin- 
cial types. In the 1939 Hollywood classic, “Mr Smith Goes to 
Washington”, a naive idealist does battle with the immorality of 





the capital. In a moment of despair, he longs to return to the- 
honest purity of his home state, “away from the words and the 


monuments and the whole rotten show.” 


In the past fortnight, America has pad this s perennial 
drama: but the roles have been re- 


versed. Confronted with allega- 
tions of sexual decadence at the. 
court of Clinton, the. political 
classes have professed moral out- © 
rage. Yet provincial opinion, sup- 
posedly so puritan, has proved re- . 
markably tolerant. In the film, a 
Washington insider: tells Mr 
Smith, "It's a man's world, and 
you have to check your ideals out- 
side the door." In recent days, the 
provincials have told the Wash- 
ington insiders, "Its a man’s 
world, and men do not always 
make faithful husbands, so drop 
your moralising talk.” 

The commentariat predicted 
early on in the Monica Lewinsky — . 
affair that a juicy sex scandal 
would hurt MrClinton more than 
arcane financial ones like 


But, while many Americans fol- 

lowed the story devotedly, thousands of others called television 
stations to complain that the scandal was getting too much cov- 
erage. This would be understandable if most Americans as- 
sumed that Mr Clinton was innocent. According to the polls, 
however, this is not the case. A majority say that Mr Clinton 
probably did have some kind of sexual relationship with this 


_ former White House intern—and therefore that he has lied about 


it, brazenly, both on television: and und er oath. Despite this, 
fully three-quarters still give hi Vi 

Maybe this is just a freak: public opinion is fickle But, Jes as 
possibly, Mr Clinton's popularity sig 
res: only three years ago, after a 
from the Senate for mäki hiis puse 


















powerful men Aer dio y 


The u nc f ased president 
T court of Charles I was full of fops and sexual me 
hich was one reason why provincial puritans cut off King 
Charles's head. The court of Louis XVI was full of cake-eating 


merica has experienced versions of this - 





NC iens was Ea an opa ; 
tation, reflecting the unfairness of society asa whole. Conserva- - 





tives argued that America needed leaders of "character", and _ 
_thata man who cheated on his wife would cheat the country too. 
_ Inthe past three years or so, conservatives have persuaded most 
of the chattering classes that “character” and “values” were cen- 


tral political issues. A book called “Values Matter Most” was a 
big success in Washington; its outspoken fans included, yes, the 
president himself. | 

Both these constituencies may now be weakening. According 
to the recent polls, women remain keener on Mr Clinton than 
men are; and feminist leaders, who support both Mr and Mrs 
Clinton, have preferred to stay quiet about the exploitative na- 
ture of affairs between presidents and interns. The conserva- 

tives, for their part, have been 
 moretalkative. But, judging by the 
opinion polls, nobody much lis- 
| tens to them. When the economy 
. | 18 doing well, it seems, a presi- 
AM dents personal morality scarcely 
mattersatall 

Yet there is more to this than a 
strong economy, or changing atti- 
tudes towards sex. Mr Clinton is 
also benefiting from the fact that 
Americans are consistently suspi- 
cious of power, but are inconsis- 
tent about which sort of power to 
suspect. At times—such as the af- 
termath of Watergate—they are 
wary of the presidency; and so 
they favour checks such as the in- 
dependent prosecutor and an in- 
trusive press. At other times—such 
as now—Americans resent the 
power of the prosecutor and the 
press more than that of the presi- 
dent. Hence the protesting calls to 
lest stations, and the hostility towards the special counsel 
investigating the Lewinskycase. — 

These shifting resentments colour many. struggles in Amer- 
ica. At times Americans fear federal power, and want states' 
rights to balance it; but when the states do something unpopu- 
lar, the feds are called upon to set them right. At times Americans 
hate big government; but when big business seems uppity, there 
is a clamour for government to regulate it more. When Mr Clin- 
ton proposed universal health care in 1993, he was resented for 
expanding government power. When private: health-mainte- 
nance firms grew more powerful, MrClinton’s efforts to regulate 





them drew ‘popular applause. 


For the most part, these cycles are inevitable, and not espe- 
cially worrying. But there is one peculiarity in the present case. It 
is hard to believe that America’s media, once popular and even 
lionised asa check on politicians, now deserve to be resented for 
assuming too much power. Contrary to what many (journalists) 
say, journalists cannot determine what Americans think about 
their country, for the simple: reason that they never agree among 
themselves what to think in the first place. Journalists cannot 
even be blamed for promoti ng a general cynicism: in the current 
scandal, after all, it is they who have taken the moral questions 
seriously, while the broader public has shrugged. In the matter of 





_ Monica Lewinsky, the press has been unfairly treated. And so, by 
a stroke of undeserved good fortune, the president has got a 
break. - 
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technolcgy with an efficient, environmentally 
sound approach to meet the needs of customers 
everywhere. Because we're not just improving 


highways, we're building a better world 


To learn more, visit our web site at 


www.cemex.com. 
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What does it take to guide the world through 
markets whose boundless potential is accompanied by 


daunting complexities? Certainly more than a mere 


presence in Asia. It requires a firm commitment to 





by entering markets early. And maintaining it by 
remaining through good times and bad. To 
gaining keen insight through dedicated. research. 


And transforming unique perspectives into 


wisdom for creative, and successful, solutions. 


Our commitment is an art. Practiced an 
perfected over more than 30 years of dedicatic 
to Asia. Its a difference proven through tim 
And one which will continue long into the futur 


The difference is Merrill Lynch. 
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Introducing Network 
Computing from Oracle. 


Inefficient, incompatible systems and 
spiralling computing costs are sinking 
too many companies. The time has 
come for network computing. In this 
friendly, low-maintenance computing 
architecture, the information and appli- 


cations that used to be on your desktop 


costs are now contained on a professionally 


M d `; 
managed network. The time and 


money spent owning and managing 
network computing is a fraction of the 
cost of a desktop computing environ- 
ment, You can use your existing 
hardware and software now and add 
significantly less expensive network 
computing hardware as you need it. 
And you can look forward to a 39% 
reduction in computer costs, across the 
board. So...with your computing well 
managed, precisely controlled, and 
with everyone upgraded and updated 
bu a poste p 3 i : 
mus instantly, you have the opportunity to 
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= e'd like . =e - respond rapidly and intelligently to 
we e mto of fer you nosni change. To implement new business 
| procedures once, over the network. 

To drive your organisation's reach into 
markets and distribution channels you 
never had the time to consider before. 
Network computing —a style of 
computing that supports your business 
not sinks it. It's time to enjoy comput- 
ing the way it was meant to be—- easy, 
accessible, powerful, inexpensive. 
Find out more. Visit nc.oracle.com 


or call 047-352-6444. 
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si ing in "delis “ap 
pointed judgment on the conti- 
nent. What is Mr Clinton to do? 

- Last year, for the second year 
funsiing, Colombia was decerti- 
fied. Not alone, the Colombians 
believe the main reason was not - 
just their country’s—admittedly | 
large--contribution to the Ameri- 
can drug habit, but American dis- 
like of President Ernesto Samper - 
“his. alleged acceptance of 






is that the contiibuition ; 
continues. For all the 40,000 .. 
hectares of coca or poppy Crops =- 
that the government claims to 
have eradicated last year, mainly 
by aerial spraying, a recent re- 
port, based on American satellite 
photographs, suggested that the area used 
for illegal crops had actually expanded. The 
second reason is the detail of the recent 
amendment of the Colombian constitu- 
tion to allow for the extradition of citizens; 
in plain American, of Colombian drug- 
dealers to the United States. One might ex- 
pect that to have pleased the Americans. 
Not so: they wanted the change, but they 
wanted it to apply retroactively. The Co- 
lombian legislature resolutely refused. 

M both these counts Mr Samper can 
ue that his government did its best. But 
; argued that before—for instance, af- 
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dr M war has come round again. Colombia 
n needs: a nia divisive tactic—and could have one 


der the bosses of the Cali mob were put be- 
hind bars in 1995—and the reply was al- 


|. Ways: not enough. 
-< Yet much has moved on in the past year - 
that might swing the decision Colombia's - 
Ns For a start, time. Not only has Mr- 
- Samper defied another year of American ef- 
forts to push him out; he is also close to - 


leaving office (in August) anyway. On the 


American side, the former ambassador, a 
loud and public critic of his hosts, has gone - 
already. Meanwhile, Mr Clinton’s drugs. 
tsar, Barry McCaffrey, has visited and gone 





home seemingly impressed. Above all, 
guerrilla and paramilitary violence has 
multiplied; the Americans now know that 
drugs are not the only menace in Colom- 
bia, and have eased their constraints on the 
use of military aid. It would be odd to give a 
stumbling country another kick. 

= The United States too has changed. It 
has taken aboard the repeated Latin Ameri- 
can complaint that the world's largest 
drugs market cannot simply put all the 
blameon the outside suppliers; Newt Ging- 
rich, no less, is on record saying that "the 
problem's in Milwaukee". The Americans 


State Department's anti-drugs effort, who 


fairly, that is not the point—that Mexican 
- trafficking is at least as vigorous as Colom 


certify his country's NAFTA partner; yet he 
would find it hard to give Mexico a clean 
sheet while decertifying Colombia. 


faces. Mr Clinton has failed to get fast-track — 



























have noted too justhow. —— Lat 
cans dislike the certification syst 
eral McCaffrey, not least, has as 
whether it does more harm than 
Meanwhile, Robert Gelbard, leader of the 


saw the region almost solely in that light, 
has been switched to look after Bosnia, |. 

. ThereisanotherstrongargumentinCo- 
lombia’s favour: Mexico.Only weeks before. 
last year’s certification deadline, it turned - 
out that Mexico's (then) top anti-drugs man 
wes himself linked to traffickers. More skel- 
etons hàve come tumbling out since, and 
by now it is widely alleged—fairly or un- 


bian, by now maybe more so. It would be 
embarrassing indeed for Mr Clinton to de- 


That is not the only embarrassment he 





| trade-negotiating authority from ` 
Congress, and is unlikely to re- l 
verse that failure soon. Yet in- 
April he and 33 other regional. 
heads of government are due ata | 
grand summit in Santiago, in 
. Chile, which, supposedly, is to 
give the go-ahead to negotiation 
of the pan-American free-trade 
area launched with. trumpet anc 
drumsatasimilarsummitin] 
ami in 1994. But without fas 
| track, no one takes American 
. trade negotiators seriously. Mr . 
Clinton may be looking pretty -> 
silly already; fresh decertifica- . 

tions would give Latin America . 
another stick to beat him with... |” 
Yet American law is law. Can 
Mr Clinton really find no way. 
round it? Colombia’s. foreign 
minister has just been to Wash- — 
ington urging that he can and 
should. And there is reason for 
Gans to agree. The United States, the 
big market, has worked out with the big. 
suppliers—Bolivia and Peru, where coca ^ 
grows, Colombia and Mexico, where most... 
of the processing is done—a multilateral = 
system to replace unilateral certification by -4 
Uncle Sam. instead, all countries in the 
Organisation of American States would 
present their anti-drugs plans to that bods : 
for joint evaluation. | 

If Congress backs the schemes 

has friends on Capitol Hill--Mi 
could take it gift-wrapped toSantiago 
publicly unveiled.amid the applau 

















‘nicer for him than arriving | both empty- 


tively in the teeth. And, at the least, no less 
effective for his country than a decertifica- 
tion process that plainly does not work. 





Brazil 


Trees and the law 


SAO PAULO 


HERE are laws that catch on, Brazilians 

are wont to say, and laws that don’t. The 
result is acountry that grapples with simul- 

_ taneous excesses of legalism and of lawless- 
ness. Yet Brazilian legislators do not give up 
easily. Last month, a new law came into ef- 
fect aimed, heroically, at curbing the now 
traditional carnage on the roads. And Presi- 
“dent Fernando Henrique Cardoso is. ex- 
















. lawaimed at another kind of butchery: that 
|. of the environment. 
Brazilian driving habits will be hard 


especially in the vast but fragile Amazon 
rainforest. Logging, mining and. large-scale 
agriculture have been important sources of 


=> jobs and profit in Brazil for centuries. They _ 
remain so for many of the 18m people who © 
_. live in the nine states which, in whole or | 
part, make up the Amazon region; and, - 


thanks to the electoral system, these people 
.. are overrepresented in the federal Con- 
` gress; Yet Brazil has also a large, articulate 
- urban middle class. There is growing na- 
tiona as. well as international, pressure to 





i chest are cetieeied 
lose first d draft was intro- 
| rs ago. As it emerged from 


host of pa regulations and; for the 
first time, creates “environmental crimes”. 

Some provisions were watered down after 
lobbying by ranchers and industrialists. Mr 
Cardoso faces pressure to veto parts of the 


44 





handed (bar some worthy goodwill on edu- | 
cation) and fresh from kicking them collec- 


pected soon to promulgate another new - 




















enough to change. The use and abuse of the © 
environment is a far more complex matter, 








not just those who wield the chain-saw. But, 
provided he refuses, environmentalists 
think the law broadly adequate. Those who 
break it will risk up to four years in jail, and 
the denial of federal contracts. 

The law covers many environmental is- 
sues (indeed it was delayed while evangeli- 
cal churches secured Mr Cardoso's promise 
to veto anti-noise provisions that might en- 
danger their lusty hymn-singing) But the 
real test will be in the Amazon. Only days 
before the law was at last passed, the gov- 
ernment released figures derived from an 
analysis of satellite images which show that 
the rainforest continues to shrink steadily. 
In 1995, thanks partly to dry weather and a 
booming economy, an all-time record of 
29,000 square kilometres of forest (11,200 


- square miles, an area about the size of Bel- 


gium) were cleared. 
The figure fell sharply in 1996. But the 


trend remains worrying. In the 1970s and 


1980s, Brazil's then military government 
actively encouraged deforestation through 
road-building, tax breaks for turning forest 


into cattle ranches, and large-scale settle- 


ment projects. Such schemes have been 
scrapped—yet trees are still being cut down 
at much the same rate as then. 

Today, small patches of forest clearance 
account for more than half the total. And 
while most deforestation still occurs on the 
Amazon basin's southern rim, it 1s increas- 
ingly common in the heart of the forest. 


That suggests that its causes are more varied 


than in the past, and harder to tackle. As 


. wellas logging, the government cites rising 
demand for food in the Amazon region's 


swelling cities, burning. of trees by small 
farmers to fertilise crops, a falling land 


price, and fear among landowners that 


“unproductive” forest will be claimed by 
Brazil's militant landless movement. 
Environmentalists see loggers as the 


main culprits. Having chopped down al- 
most all of the Mata Atlantica, the forest 
along Brazil’s east coast, they have moved - 
into the Amazon, where they have recently 

been joined by Malaysian plywood firms. — 
They are penetrating ever deeper into the - 

- forest. In parts of heavily deforested Para 
- state, the average distance timber is carried 


to sawmills has risen from 17 kilometres to 
70 over the past decade, encouraging log- 
gers to move to other areas, says Roberto 
Smeraldi, of Friends of the Earth. 

The government has tried to rein in the 
loggers. In 1996 it ruled that Amazonian 
landowners could log only 20% of their 
holdings, instead of 50%. Ibama, the gov- 
ernment's environmental agency, last year 
levied record fines of nearly $11m on illicit 
loggers and seized 710,000 cubic metres of 
timber. The new law will help here: only 6% 
of last year's fines were actually paid. But it 
will be hard to apply against small farmers. 


rder protected “thes cut down, 





a social problem,” argues Eduardo artins,. 
Ibama's director. Official policy, he says, is 

aimed at steering farmers to already defor- 

ested areas, while exercising closer control 

over logging. On February 3rd, Mr Cardoso 

approved the creation of seven new "na- 
tional forests" within the Amazon region, 
in which the government will promote sus- 
tainable forestry. Ibama wants at least 1096 
of the region declared a conservation area, 
where logging would be banned. 

Critics doubt that Ibama has enough 
people and resources to enforce the new 
law. Even if it does, for this law to catch on it 
will need to be backed up by comple- 
mentary efforts from many branches of 
government, if 18m people are to coexist 
peacefully with a rainforest. But at least it 
may be better than no law at all. 





The British empire 
Goodbye 


YTS official: the British empire is over. 
A Well, almost. Britain's Labour govern- 
ment, elected last May, has since been re- 
viewing relations with what vulgar folk still 
call its colonies. This week its foreign secre- 
tary, Robin Cook—a Scot, like so many who 
kept the empire running—declared that the 
few remaining “dependent territories" 

would, once Britain’s parliament finds 
time to legislate, be known as “United 


Kingdom overseas territories”, in partner- 


ship—his repeated word—with Britain. 

. Few and small they are. The once vast 
empire has shrunk to a peppering of dots 
on the map, holding some 185,000 people, 
about half in the Caribbean. The most pop- 


ulous colony—and it may one day go it 


alone—is Bermuda, with 62,000 people, in 
the Atlantic 1,200 kilometres (750 miles) 


. south-east of New York. Next come the Cay- 


man Islands, south of Cuba, with 32,000 
people. Farout in theSouth Pacific, Pitcairn 
has a population of 53 (or maybe 52 or 54). 

The territories that give most trouble— 
rather, whose neighbours give iton their ac- 
count—are the Falklands, claimed by Ar- 
gentina, with only 2,200 permanent resi- 
dents but huge resources of fish and maybe 
of oil; and Gibraltar, whose 27,000 people 
are quite capable of independence but 
know Spain would grab it next day. But the 
real problems of empire lie elsewhere. 

For some, they are money, jobs and the 
right to look for these. Only the Falklanders 
and Gibraltarians are British citizens, free 
to move to Britain for work—as the 6,000 St 


Helenans, stuck in the South Atlantic with- 


out even an airport, bitterly complain. Mr 
Cook had hoped to announce citizenship 
forall: other ministers said no. Nor, though 
he puffed Britain’ s $330m of mnes 
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THE AMERICAS 


aid to its colonies since 1990, could 
he pledge an extra penny more. He 
has an excuse: Montserrat, in the 
north-east Caribbean, has been 
promised (not paid) over $80m 
since its volcano went wild in 
1995; a lot for one island, though its 
people—70% down to 3,200 since 
the eruption—think not. 

For others, the problems are 
those—such as crime, money-laun- 
dering or corruption—of wealth. 
Here Mr Cook tweaked one or two 
apron-strings. All territories, he 
said, must seek approva! for offi- 
cial borrowing above a threshold. 
All with any financial industry 
must (by 2000, he hoped) put in 


place—as some have—solid regula- 





A colonial governor. Yes, in the 1990s 


The Maple Leafs are falling 


VANCOUVER 


CE hockey is a fast, violent and often 

dishonest sport: hardly suitable, one 
might think, to be Canada’s national 
game. But so it is. Invented, or at least 
formalised (the Dutch raise prior claims) 
on Canada’s frozen ponds over a century 
ago, it is now deep-rooted in the national 
identity. “Our game,” Canadians call it. 
But it has also gone global, giving them 
mixed feelings of pride and—more of- 
ten—frustration. 

None of the other 13 hockey teams 
competing in the Winter Olympics that 
start in Nagano, Japan, this weekend will 
carry such a weight of emotional baggage. 
Canadians do not just hope, they expect 
their men to win the gold medal. "We're 
the best in the world,” goes the credo. 
With top professionals accepted in the 
Olympics for the first time, the Canadians 
have a chance to prove it beyond dispute. 

But will they? Flag-wavers aside, Ca- 
nadian fans are none too sure. The 
United States, Sweden, Finland and 
maybe Russia could take the gold. (Nor 
are Canada’s women, four times the 
world champions, sure of gold: the Amer- 
ican women look stronger.) The reality is 
that Canadian dominance ended about 
40 years ago, when powerful teams from 
the Soviet Union emerged to dominate 
the Olympics and most other interna- 
tional tournaments until the mid-1980s. 

True, as Canadians routinely com- 
plained, these Russian “amateurs” were 
no such thing, while Canada’s best, play- 
ing in the American-Canadian National 
Hockey League (NHL), were barred as pro- 
fessionals. Miffed, Canada actually with- 
drew from international competition 
from 1969 to 1976. But the gripe wore thin 
as Soviet teams showed they could beat 


46 


the NHL stars in North American-orga- 
nised tournaments; and thinner yet as the 
Swedes, Finns, Czechs and Americans 
swept amateur championships formerly 
dominated by Canada. 

Canada's record has improved in the 
past decade, but not enough to stifle anx- 
ious media examination of what is wrong 
with the national game. The answer is, 
plenty: messy fraud and sex-abuse scan- 
dals; Canada’s first-ever loss to the United 
States in the 1996 World Cup; the junior 
team's eighth place—after five straight 
golds—in the 1997 world championship. 

More alarming is that, at the top level, 
in the NHL—six of whose 26 teams are Ca- 
nadian—play has become defensive, fre- 
quently foul and dull. At the start of the 
1990s, each NHL game, on average, saw 
more than seven goals; today, barely 





And illegally holding too 


tions and regulators for it. (And, by 
the way, any place whose law still 
uses the death penalty, should 
"soon" abolish it; an idea much 
contested in the Caribbean). 

How will Britain help? With a 
little new consultative machinery 
and one new, cost-free gimmick: to 
open Ascension island, a stepping- 
stone to St Helena, to civilian 
flights. That could help the Falk- 
landers too. But will Britain shove 
them into the far more helpful idea 
ofallowing direct links with Argen- 
tina? Mr Cook said not a word. Pru- 
dently: Britain itself still applies an 
even more pointless arms embargo 
to its ex-enemy. 





more than five. Skilful play is being stifled 
by illegal interference and brute aggres- 
sion. Even a top star admits the games are 
"boring". Canadian fans are switching off 
in droves: since 1989 televised hockey has 
lost 4196 of its audience. 

The loss of quality is often blamed on 
continued expansion of the NHL (and yet 
another four teams are to be added by 
2002); and it is happening NHL-wide, not 
just in Canada. But critics see a specifi- 
cally Canadian malaise: Canada just is 
not producing top-class players. Twenty 
years a£o, the players in Canadian NHL 
teams were almost all Canadians; now 
only 60% are. The top scorers tend to be 
Russians and Nordics, developed in ama- 
teur programmes renowned for emphasis 
on the basic skills. Even with a recent 
back-to-basics coaching drive, young Ca- 
nadians spend only half as long on fun- 
damentals as Nordic players. 

The NHL was busy discussing its prob- 
lems this week. Its team owners are them- 
selves much to blame. They thought bone- 
crushing aggression would pack the rinks, 
so they hired bruising hulks as players. Yet 
it is the speedy, skilful players who pro- 
vide the excitement. Canadian eyes at the 
Olympics will be on two of their best: 
Wayne Gretzky, seen by some as the most 
talented NHL player ever, and his heir-ap- 
parent, Paul Kariya. The playing surface 
chosen for Nagano is the wider one used 
in Europe. It will give the Canadian stars 
the space to shine that they rarely get at 
home; many Canadians would like to see 
it used in the NHL. 

Certainly the league offers them little 
joy right now. In its four six- or seven- 
team geographical divisions, their best- 
placed team at midweek was Montreal's 
Canadiens, second in the north-east. To- 
ronto's Maple Leafs held last place in 
their division, Calgary and Vancouver the 
bottom two in theirs. 
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INTERNATIONAL 


As Iraq's clock ticks on 


BAHRAIN AND BAGHDAD 


Waiting for bombs ora diplomatic miracle 


AN Saddam Hussein be persuaded 
that blinking is in his own best inter- 
est? Concerned outsiders, who know it to 
be in the interest of the Iraqi people—and 
possibly, since the consequences of the dev- 
astating attack that the Americans threaten 
are unpredictable, quite a few others too— 
are trying to persuade Iraq's ruler to give 
way in the current eyeball-to-eyeball con- 
frontation over United Nations weapons 
inspections. The chilling date, somewhere 
in the middle of February, when his coun- 
try may be bombed is approaching fast. 

The Russians, who have a deputy for- 
eign minister in Baghdad, are among those 
trying to prise open a compromise. At mid- 
week, some encouraging signals emerged: 
the Iraqis, it seemed, were prepared to open 
certain of the suspect sites, but always with 
conditions attached. This would not do, 
said the Americans, who insist on uncondi- 
tional access for the UN’s inspectors. In 
Washington, support for a military strike is 
strong. In Moscow, a tired and emotional 
Boris Yeltsin did his cause little good by de- 
claring that bombing Iraq could lead to a 
new world war. The next day, February sth, 
he said that he thought the worst of the cri- 
sis to be over. 

The French, who agree with the Ameri- 
cans that access must be unfettered but 
agree with the Russians that a military 
strike would not be useful and that a diplo- 
matic solution must be found, have sent a 
foreign-ministry official to Baghdad with a 
message from President Jacques Chirac. 
The Turks have sent their foreign minister; 
the Arab League its secretary-general. 

After Madeleine Albright, America's 
secretary of state, toured the region to rally 
support for possible military action, she 
was able to claim, with conviction, that her 
Arab hosts blamed Iraq for the slide to- 
wards force. But this does not necessarily 
mean that the Arabs agree with America on 
what should be done next. Mrs Albright's 
formulations have been careful. After visit- 
ing Kuwait, Bahrain and Saudi Arabia, she 
said: "We believe we will have all the sup- 
port we need," but did not provide details 
of practical backing. America has three air- 
craft carriers (and Britain one) in the Gulf, 
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but wants, in addition, to use 
airfields in the region to fly 
bombing sorties against Iraq. 
Kuwait appears to have 
agreed to this, and Bahrain 
may follow suit. But Saudi 
Arabia, which is host to nearly 
one-third of American aircraft 
in the region, almost certainly 
will not. 

The Gulf rulers detest Mr 
Hussein but no longer greatly 
fear him. No doubt they 
would welcome an attack that 
got rid of the man—albeit 
with reservations about his re- 
placement. But they do not 
welcome the thought of him 
popping up from the rubble, speaking 
strongly to the Arab in their street. They are 
acutely aware of the American double stan- 
dard that lets Israel defy the UN, and arm 
itself with nuclear weapons, but is ready to 
bomb Iraq for hanging on to drums of an- 
thrax or nerve gas. Some of them look for 
trade with Iraq. In short, the Gulf states will 
do nothing to weaken their relations with 
America, but military action on their door- 
step, most of them believe, is bad for busi- 
ness, and bad for politics. 

In bizarre counterpoint to the military 
threat, the Americans have expressed gen- 
eral support for the UN's proposal to raise 
the value of the oil that Iraq is allowed to 
sell in exchange for monitored humanitar- 
ian supplies. Mr Annan is proposing to in- 
crease the $2 billion every six months to 
$5.2 billion. The current scheme, which got 
under way last April, *barely provides for 
the basics of life,” according to Denis 
Halliday, the UN's man in Iraq. A third of 
the $2 billion finances UN operations and 
compensates Gulf-war victims. Of the rest, 
$805m goes on food, $210m on health, and 
what little remains on Iraq's battered infra- 
structure: electricity, sanitation, education. 

The money is not nearly enough. Hospi- 
tals are not only short of such medicine as 
antibiotics, but also of gloves for doctors, 
light bulbs for operating theatres. The 
monthly food ration lasts two weeks and 
malnutrition is everywhere. Mr Annan 





Question: how to get at him without hurting them? 


wants to raise the energy intake from 2,030 
kilocalories per head per day to 2,450, in- 
clude a bit more protein in the food basket, 
and provide supplementary food for 
nearly 2m particularly vulnerable people. 

Most Iraqis are preoccupied with sur- 
viving. Schools are run down, with no text- 
books, let alone computers. Children stay 
away to beg at traffic lights throughout 
Baghdad. The citys buildings are crum- 
bling; many sanitation systems have col- 
lapsed. Streets have been turned into make- 
shift second-hand markets as people flog 
their worn-out shoes and other goods. 

Not everyone, of course, is worse off 
than before. Mr Hussein continues to build 
palaces for himself. And there is a new class 
of ^war rich": traders, smugglers, friends of 
Saddam. In the city's wealthier areas, new 
antique shops carry stock that once be- 
longed to the middle classes: silver tea-sets, 
Rolex watches, even a Royal Doulton Diana 
and Charles wedding plate. 

An expanded food-for-oil deal could, in 
theory, start to be implemented as soon as 
the Security Council and Iraq approve it. 
But it is inextricably mixed up with the cri- 
sis over weapons inspection. Iraq's first re- 
sponse was hostile. In any event, before 
Iraq can pump the extra oil it may be al- 
lowed, it needs to repair an industry that 
has not recovered from the Gulf-war bomb- 
ing. And now faces fresh destruction. 

S (——HánÓ i ee a So lA 
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My stery of the vans hing oil | mo ney 


TRIPOLI 


The curious state of another country punished by America and the UN 


IKE Iraq, Libya has a battered look. But 
with infinitely less reason, since the 
country is awash with petrodollars. It earns 
$9 billion each year from oil exports and 
the government claims that GDP per head is 
almost $8,000, the highest in Africa. Yet 
buildings in Tripoli are left to fall in on 
themselves. Side-streets, if paved at all, are 
peppered with ruts and pot-holes.| Rubbish, 
long uncollected, piles up in drifts on the 



























Showcase for the glories of Muammar Qad- 
 dafi's 28-year-old revolution the sound sys- 
tem, the video displays and even the lights 
arebroken. — — 

Ask any Libyan why the country looks 


. 1986, accusing Libya of sponsoring terror- 
' ism. In 1992, the United Nations banned 
international flights, and the sale of much 
aviation, oil and 
Libya because it refused to surrender sus- 
pects in the 1988 bombing of a Pan-Am 
-flight over Lockerbie, in Scotland. In 1996, 
-American sanctions were widened to 
“penalise any foreign company that in- 
< vested more than $40m in Libya's oil in- 
. dustry. These restrictions, says the governor 
- of the central bank, have not crippled the 
. economy but they have discouraged invest- 





roadside. In a museum intended to be a - 


such a mess, and he will blame sanctions. : 
America first imposed a trade embargo in. 


efence equipment, to 


ment, increased import costs and made 
transport extremely difficult (for want of 
parts, the national airline has had to cancel 
most of its internal flights). 

Yet the embargo seems to have had little 
effect on Libya's main industry, oil. Euro- 
pean oil companies were quick to fill the 
gap left by the big American firms forced to 
withdraw by sanctions. Oilmen claim that 
almost any piece of equipment is for sale in 
Tripoli (though they also grumble that the 
government spends the minimum possi- 


- bleon maintaining the wells). The embargo 


did not stop Agip, an Italian oil company, 
from pressing ahead last year with a $3 bil- 
lion project to export natural gas to Europe. 


pes a British firm, recently discovered a 


large oilfield which it, too, hopes to de- 


| velop. Sanctions have pushed up prices but 


they have not prevented oil going out or 


money coming in. 


- Yetordinary Libyans see little of it. Most 
government employees (and most Libyans 
still work for the government) earn around 
200 dinars a month ($67 in the black mar- 
ket) and wages are often months in arrears. 
A top executive in one of the state-owned 
oil firms makes 600 dinars. There are big 
compensations: housing, oil and basic 
foods are all hugely subsidised, and the 
government claims that Libya's free educa- 

tion and medical care are among the 
bestin the world. Expatriate workers 
brought in to staff the schools and 

. hospitals throw doubt on this: the 
equipment, they say, is poorly main- 
tained and Libyan workers are unre- 
liable. Libyans often pay to go to 
neighbouring Tunisia for operations 
rather than face their own hospitals. 
The government's eye is not on 
such details. It devotes its attention, 
-and much of its money, to grander 
. Schemes. Although almost all the 
large towns on the Libyan coast are 
within easy reach of a port and the 
€oastal highway, it has resurrected 
an cld plan to connect them by rail- 
way. Then there is the “Great Man- 

-Made River”, a vast engineering pro- 

ject to transport subterranean water 

from Libya’s southern deserts to its 
parched and populous north. The 
entire scheme, as yet barely half- 
complete, may end up costing as 
much as $30 billion. Libya's rapidly 

B growing population will need extra 
water for domestic use, but Colonel 
Qaddafi s ambition to make the 
country self-sufficient in food.is not 


sible. execution: will. 


- Some think hes is more to . Accord- * 
ing to a swirl of rumour filtering out of © 
Libya, the thousands of miles of under- ~ 
ground tunnelling and storage dumps are _ 
more elaborate than would be needed sim- 
ply to carry water, and might be intended - 
for more sinister purposes. America has ac- 
cused Libya of building a chemical-weap- 
ons facility connected to the system. For- 
eign contractors whisper darkly of fertiliser 
plants that consume suspiciously: high 
amounts of electricity, and purportedly ci- 
vilian factories defended by banks of anti- 
aircraft guns. 

But much of Libya's wealth disappears 
down more banal sink-holes. The govern- 
ment became so worried about corruption 
two years ago that it set up special Purifica- 
tion Committees to investigate. Officials 
admit that a lot of subsidised food is smug- 
gled out of the country and sold for huge 
profit abroad. Libya is still an old-fash- 
ioned statist place and bureaucratic incom- 
petence adds to the wastage. “Government _ 
business is done by letter not by tele- 
phone,” one clerk explains. Last year, the © 
government ordered a time change, then - 
reversed itself a couple of days later, caus- 
ing chaos. When asked, neither the central 
bank's governor nor his head of research 
knew what the inflation rate was. 

Libyans do express dissatisfaction from 
time to time, especially in the east of the 
country, around Benghazi, where the po- 
lice presence is strong. Diplomats speak of 
the occasional pot-shot taken at an official, 
or people attacking a Purification Commit- 
tee car. But the more general trend is res- 
ignation. After all, Colonel Qaddafi, still in 
his mid-50s, is firmly ensconced. 





Nigeria | | 
In a Trojan horse 


"HE conspirators, led by the deputy 
. head of state, Major-General Oladipo 
Diya, were going to infiltrate the presiden- 
tial palace by way of a Canadian-built mo- 
tor-home that they were presenting to Gen- 
eral Sani Abacha, the head of state. Or so 
goes this Trojan-horse tale, one of many ru- 
mours to do with the planned coup that the 
Nigerian authorities uncovered just before 
Christmas. A less speculative report on the 
coup, by a commission of investigation, led = 
by one of Nigeria's more respected gener- - 
als, is now in the hands of General Abacha, _ 
himself a veteran of three successful coups. . 
The trial of the alleged conspirators, who - 
include serving and retired officers and ci- 
vilians, their probable conviction and pos- 
-follow soon. “They 
know what the law ays ' remarks ; a i confi- 












dant of General Abacha’s, warningly. 

The foreign minister, Tom Ikimi, has 
talked of unnamed "foreign powers" 
linked to the plot. But the regime's oppo- 
nents say that it was all little more than a 
welcome distraction for a government in 
trouble. The conspirators were framed, they 
say. Or perhaps, say others, the charges 
amount to an internal purge of those re- 
garded as least loyal and most dispensable. 

The authorities have taken care to meet 
such scepticism head on. In earlier crises— 
the execution of a minority-rights activist, 
Ken Saro-Wiwa, and the treason conviction 
ofa former head of state, General Olusegun 
Obasanjo—they failed to do so. This time 
they have played video and audio tapes to 
select audiences of chiefs, journalists and 
diplomats. These tapes reveal the plotters 
discussing the conspiracy apparently be- 
fore their arrest on December 21st and then, 
in later clips, acknowledging their guilt and 
begging for clemency. 

The drama is unfolding at a critical 
time for Nigeria. General Abacha has prom- 
ised to return the country to constitutional 
government by October; elections are de- 
creed for August 1st. But what precisely he 
intends remains unknown and politicians 
are growing restless. Does he, for instance, 
mean to stand for the presidency himself 
and, ifhe does, would he have to retire from 
the army? With a proposed new constitu- 
tion unpublished, it is unclear if the vote 
for the top job would be direct or indirect. 

Other problems are pressing. Politi- 
cally, the death in custody late last year of 
Shehu Musa YarAdua has threatened the 
coalition of northern interests on which 
the government depends. Economically, 
the finance minister, Anthony Ani, has 
promised growth of 5.5% this year, but has 
based this on an optimistic oil-price esti- 
mate of $17 a barrel—the current price is 
hovering at just over $15. Nigeria depends 
on its oil for more than 90% of its foreign- 
exchange earnings. 

The plotters do not get much sympathy 
inside Nigeria. “These people may have 
been set up,” said one Lagos banker, “but 
equally, they went along with what they 
thought was a plot. And that is treason.” 
Outside, even those countries with which 
General Abacha gets on least well, Britain 
and America, are unlikely, this time, to kick 
up much ofa fuss. 

Nigerian intelligence officers argue that 
their vigilance, and the loyalty of key offi- 
cers, allowed them to prevent a coup that 
would have halted General Abacha's 
scheme to restore civilian government. But 
by drawing attention to a plot that appar- 
ently came close to success, their critics ar- 
gue that they have highlighted the vulnera- 
bility of constitutional politics in a country 
in which the army has grown so accus- 
tomed to power. 
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Kenya 
Political cleansing 


NAIROR! 


pucr opened on February 3rd 
to songs, heckling and placards that ac- 
cused Kenya's government of sins ap- 
proaching genocide. This unruly protest by 
opposition MPs was against recent killings 
in the Rift Valley, the home province of 
Daniel arap Moi who, in December, won 
yet another term as Kenya's president. 

Most of the people killed in the valley 
are members of Kenya's Kikuyu ethnic 
group, who solidly rejected Mr Moi and his 
Kenya African National Union at Decem- 
ber's flawed election. So far, more than 80 
people are thought to have died, and thou- 
sands have been displaced by organised 
groups of armed raiders. Responding to the 
charge that he was not doing enough to 
quell the killings—armed police units 
stood by as victims fled, evidently with no 
clear instructions to act-Mr Moi accused 
the opposition of murdering its own sup- 
porters. But, late last month, at an emo- 
tional mass funeral for 19 victims of the vio- 
lence, a host of respected Kenyans, 
including seven Roman Catholic bishops, 
led angry mourners in heaping blame on 
the government. 

When Mr Moi, under domestic and in- 
ternational pressure, reluctantly allowed 
the reintroduction of political pluralism in 
Kenya in 1991, he gave warning that it 
would lead to ethnic violence. His predic- 
tion quickly came true when warriors from 
his Kalenjin ethnic group started attacking 
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Parliamentarians with a message 


other groups, not known to support the 
president politically. Many of the tens of 
thousands of peasants who were cleansed 
from their farms between 1991 and 1994 
have not been able to resettle; their de- 
mands for compensation go unanswered. 

Yet Kenyans were puzzled that new vio- 
lence should break out so soon after an elec- 
tion that the ruling party won. As the politi- 
cal temperature mounts, Mr Moi and his 
cabinet are faced with an array of other 
challenges. Next week an IMF team arrives 
in the country to assess how far Mr Moi's 
government has gone in meeting the condi- 
tions for a crucial loan. It does not help Mr 
Mor's credibility to be under scrutiny at a 
time when his political opponents are be- 
ing driven from their homes less than a 
day's drive from the capital. 





AIDS in Kenya 


Serial killer at large 


NAIROBI 


With their government's mind on politics, Kenya's young are dying of AIDS 


d ON'T worry about the elections, 

all the voters will be dead." So read 
a placard carried by a striking nurse during 
Kenya's recent election campaign. The 
country’s long-neglected Arps epidemic 
means that her prediction will be on the 
way to becoming true by the time of the 
next vote, due five years from now. 

While new infections with HIV, the vi- 
rus that causes AIDS, continue to fall in 
neighbouring Uganda, the figures in Kenya 
just keep mounting up. The government es- 
timates that around 8% of the country's 
adult population has Hiv. International 
health experts put the figure at twice that. In 
Nairobi and some other big cities, one preg- 
nant woman in three is infected. 

Life-prolonging drugs, costing over 


$10,000 per person per year, are available 
in the West. But these are out of the range of 
acountry that spends under $20 per person 
on health in a year. So it is safe to assume 
that most of the people now infected will 
indeed be dead by the next election. 
Botswana, the world's hardest hit coun- 
try, is watching life-expectancy sink back to 
levels last seen 30 years ago. Because of the 
impact of Airps—between a quarter and a 
third ofthe entire reproductive-age popula- 
tion is infected—Botswana skidded an 
astonishing 26 places down the UN’s Hu- 
man Development Index in a single year 
last year. Things are not yet that bad in Ke- 
nya: although international bodies are 
careful not to publish an A1Ds league table, 
specialists generally agree that Botswana, 
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stigma attached to the disease has 
prevented even people involved 
with fighting it from acknowledging 
it as a cause of death. 

It is hard to know exactly how 
badly the impending surge in deaths 
of young workers will affect Kenya’s 
development. The circumstances 
that favour the spread of H1v--wide- 
spread poverty, poor educational 
and job prospects, crumbling health 
services—undermine the country's 
prospects even without the disease. 

What is clear is that the added 
impact of Arps could be reduced, 
given the political will. Although Ke- 
nya hates to be reminded of the fact, 
it need look no farther than Uganda 
for an example. Uganda was one of the first 
countries to be badly affected by niv. This 
meant, however, that by the time President 
Yoweri Museveni came to power 12 years 
ago, people were ready to see the country's 
problems, including aros, tackled head on. 
Quantities of public information and con- 
doms a-plenty have helped halve the infec- 
tion rate among young urban Ugandans 
since the beginning of the decade. 

Why has Kenya been unable to emulate 
its neighbour? The country got off to a bad 
start. Wanting to protect its tourist indus- 
try, it insisted it was A1DS-free even as stud- 
ies among Kenyan prostitutes showed that 
60% were Hiv-infected. The inaction has 
continued ever since. President Daniel 
arap Moi does not share Mr Museveni's 





| ing bei: with Kenya, ‘the world’s s six most 
infected countries. All of them in Africa 
where, as new research shows, the disease 
was born around 1950 (see page 85). 

Sorrow aside, the illness and death of a 
breadwinner costs a family most of its in- 
come. And it is clearly breadwinners that 
are dying of Arps. New data from studies in 
Tanzania and Uganda show that well over 
half the people who reach voting age can 
expect to die before retirement. Between 
the ages of 25 and 35, four deaths in five are 
HiV-related. Even in these relatively low- 
prevalence ateas, AIDS knocks 16 years off 
life expectancy. 

Inhigh-prevalence areas, such as Kenya, 
the effect looks like being worse. Compa- 
nies that rely on skilled labour will be hard 
hit. Kenya's national AIDS programme it- 
selfhashad tocast around to replace senior 
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Back to the bottle? 


ULTINATIONAL food companies 
have long been under attack for 
pushing milk powder at mothers who do 
not need it and cannot afford it. But the 
anti-bottlefeeding lobby is now in a 
quandary. Evidence is growing that. 
around half the 3.8m children infected 
.. , With HIV contracted the infection at their 
| mothers’ breast. 
E in rich countries urv-infected 
| women can be told to bottlefeed their ba- 





















fected. Promoters of breastfeeding worry 
that large numbers of healthy women 
will switch to bottlefeeding just in case. 
Others fear that if bottlefeeding becomes 
a badge of infection, even women who 
know they are infected will continue to 
breastfeed to avoid being stigmatised. 
Many of them have no alternative. 
Even where mothers have access to clean 
water to prepare artificial milk, a year's 
supply of powdered milk can cost over 
$700, more than the GN» per head in 
some heavily infected countries. Ironi- 
cally, the cost is pushed up by high taxes, 
imposed to discourage bottlefeeding. 
A few countries, such as Thailand, of- 
fer testing to all pregnant women, and 
give those who are Hiv-infected free milk 
powder. But in Africa, where a woman is 
likely to be pregnant three times as often 
as in Thailand and where uiv infection 
ranges. up to 25% of the population 
| against Thailand's 2%, that solution isan 
| pensive and distant dream.. 


__ | bies But the problem is more compli- 
| cated in the developing world, where 
-| over 90% of child infections occur. The. 
| risks of bottlefeeding remain—breast- 
| milk protects infants from all manner of 
` other infections—and so does the cost. 
x oreover, in even the most heavily 
5, 70% of mothers do not 
ry t rus and, for them, breast- 
feeding is still br farthe best option. The 
difficulty isthatthe vast majority of preg- 
nant women in the developing world 
have no idea whether or not they are in- 













taste for radical solutions. “He doesn't 
want to see how big the problem is," says 
the head of a group that helps women in 
Nairobi's slums cope with their infection. 
“For him, nothing is bigger than politics.” 

Mr Mor's “see no evil, hear no evil" atti- 
tude has permeated most of Kenyan soci- 
ety. The young faces staring out of photo- 
graphs in the newspaper death notices are 
mute testimony to the refusal to acknowl- 
edge the disease. Relations are careful to 
record the cause of the few deaths that are 
not Hiv-related. But the vast majority die 
simply of “a long illness bravely borne". 

Mr Moi, whose approval is needed for 
all big policy decisions, is content to keep 
the disease invisible for as long as possible. 
With a thin majority in the new parlia- 
ment, he cannot afford to offend important 
interest groups. Most Kenyans are Chris- 
tian and Mr Moi is acutely aware of the 
power preachers can exercise over voters. It 
is easier to pander to their ideal of the 
monogamous Kenyan family than to con- 
front the difficult reality of widespread ex- 
tra-marital sex. 

In response to pressure from religious 
groups, condom advertising has been 
pulled from the government-run media. 
Three attempts to include sex education in 
schools have flopped. After three years of 
wrangling, parliament last September ap- 
proved a paper on AIDS. But, seemingly ex- 
hausted by the act of discussing the issue at 
all, the authorities have done nothing to 
implement the paper's provisions. 

For Mr Moi, avoiding the ADS issue 
may seem to make political sense. Money is 
scarce and Kenya's needs are many. After 
years of neglect, the country's infrastructure 
is melting away, public-sector employees 
are dissatisfied, epidemics of other, more 
visible diseases such as cholera and Rift 
Valley fever abound. Quick-fix spending on — 
road repairs or civil servants’ salaries is 
likely to win more votes than teaching chil- 
dren about safe sex--at least among those 
who are still alive t to come to the ie pols 
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"I was confident in seeing an IMD 
alumnus become my successor" 


Helmut Maucher 
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Seminar for Senior Executives, 1985 


Peter Brabeck-Letmathe, the new CEO of Nestle, is one of At Nestlé, as in several other leading international companies, 
the many highly successful international executives whose the Program for Executive Development is a cornerstone in 
careers have been enhanced by attending programs at IMD. the management development process. It is used to create a 


common language among senior executives world-wide. 
The first program he participated in, Program for Executive 


Development, or PED, is an intensive 10-week general If you want to capitalize on your leadership potential and give 
management program (over 14 months) designed to prepare your company a competitive edge, you should carefully 
fast-moving middle managers for their next big step. consider attending one of these general management programs: 
Senior Executive Forum Program for Executive Development International Program for Board Members 
Creating rapid internal growth Preparing fast-moving managers for the next big step Creating value through the board 
Starting date: Starting dates: Starting dates: 
October 14, 1998 August 17, 1998 or March 1, 1999 April 27, 1998 or May 3, 1999 
Seminar for Senior Executives Managing Corporate Resources Building on Talent 
Re-defining the senior manager s agenda Sharpening skills for business unit management Developing young managers with high potential 
Starting dates: Starting dates: Starting dates 
June 1 or October 19, 1998 May 11 or October 26, 1998 August 2 or November 22, 1998 
PNA 
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Real World. Real Learning” 


Please contact Ms. E. W, Kohler at the International Institute for Management Development: 
Chemin de Bellerive 23 PO Box 915 CH-1001 Lausanne Switzerland. 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: info@imd.ch Website; http://www.imd.ch 
For more information about our MBA program, call +41 21/618 02 98 Fax: «41 21/618 06 15 E-mail: mbainfo@imd.ch 
and for information on our new Executive MBA, call +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: info@imd.ch 
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Republic ae of his o own belated conver- 
iion to economic liberalism—or a tongue- 


ticity of language? Difficult to tell with the 
“elusive, supple Mr Séguin. But, whatever 
_ his private convictions, this former leading 
-anti-Maastrichter and one-time proponent 


_ of even greater state intervention in the 


; economy seems to have succeeded in get- 
ting General de Gaulle’s most dirigiste heirs 
to embrace both the free market and the Eu- 

-ropean single currency, thereby preventing 

the threatened break-up of the party. 

The split between Colbertists, who are 
nearly all Euro-sceptical, and free-market- 
- eers; who are generally keen on Europe, had 
: been increasingly paralysing France's main 


right-wing party. The impossibility of mar- 
rying two such contradictory strands was - 


in part responsible for the RPR's rout, along 
- with its centre-right allies in the Union for 
: French Democracy (UDF), in last summer's 
„general election. The election left the party 
ruins; its defeated prime minister and 
er, Alain udi dd reviled; its founder 
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rally of the French right 


aoe 






an th durable Philippe — a fight-back from last year's defeat? 


and spiritual leader, President Jacques 
Chirac (who had miscalculated by calling 
the snap election), hugely discredited. Into 
the breach stepped the colourful Mr Ségu- 
in, a former speaker of the National Assem- 
bly and eternal maverick. Everyone ex- 


pected to see the party shift sharply to 


dirigisme, in accordance with Mr Séguin's 
own preoccupations. Instead, with an 
ambiguity here and there, it has taken a 
marked turn to the liberal side. 

At a conference in Paris last weekend, 


the party's delegates approved by a re- 


sounding 95% a new programme calling 
for big cuts in taxes and social charges, 
fewer civil servants, greater labour-market 
flexibility, more support for free enterprise, 
more privatisation, reform of the welfare 


state (^We can do better for less"), and a 
. Blairite shift of the unemployed off social 


security and into work. Even France's sacro- 
sanct high minimum wage is called into 
question with the proposed introduction 
ofa "negative tax" to top up low wages. The 
oft-vilified globalisation of economic life is 
to be embraced as *an opportunity for our 
renewal"; and an integrated Europe, that 
other threat to French national sovereignty, 
is now portrayed as a way to give the French 


day realities (the glo 


$ E nation, family, libei 


. most French, including 1 





























greater control over their d 
. All this from the. man Y 
missed Maastricht. E 
historic absurdity": and be 
companions for th 
But MrSéguin, who like 
as one of the guardians 
ple, has never regarded 
trine or an ideology. F 
"attitude of mind,a 
aptation”. His aim. 
ership was to adjus 


while continuing to 
tion of certain tradi 


Md and, yes, a strong s 
.. Such pragmatis 


the RPR, believe that, if in power tod: 
Gaulle himself would have adopted the si 
gle currency, revamped France's costly w 
fare system, cut taxes to boost growth anc 
jobs (rather than provide state aid to create 
them), and even taken France back into 
NATO's integrated military command, . 
from which he withdrew it in 1966. EM 
Only on the globalisation of the econ- 
omy did those polled expect him to have a 
more typically “Gaullist” response, erect 
ing protectionist barriers. Although “Gaull- 
ism” still evokes vague ideas of grande 
and authority, most of today’s French co 
sider “Gaullist” outmoded asa political la 
bel. The general's heritage, they Say, is now 
to be found in all of France’s main parties. 
All this makes it hard for ordinary mor- 

























_ tals to see what separates the RPR from its 
'^ pro-European, free-market allies in the 
UDF. In the past 12 years, France's two main 
centre-right parties have increasingly 
fielded joint candidates in elections 
^. (though not for the all-important presiden- 
. tial election) and have three times gov- 
. erned together. Their squabbles are more to 
.. do with personal rivalries than policies. 
What doctrinal differences persist cut 
across party lines. Over three-quarters of 
. both parties’ supporters would like them to 
merge. President Chirac, the likely benefi- 
. ciary of such a move, is said to be keen. But 
. MrSéguin and the uneasy triumvirate that 
. leads the upr’s loose federation of parties— 
Francois Léotard, Francois Bayrou and Al- 
ain Madelin—are loth to give up their fiefs. 
With the renovated Rally now in decid- 
edly better shape than its partner, Mr Ségu- 
in is clearly hoping for a one-way transfu- 
sion of members. Next month’s regional 
- elections could help. Mr Léotard, the Upr's 
.. president, hopes to win the troubled Pro- 
vence-Alpes-Cóte d'Azur. region in the 
south of France. At present, the opinion 
polls put his centre-right alliance neck-and- 
neck with the Socialists and Mr Le Pen’s far- 
right National Front. If Mr Léotard loses, or 
is forced into some form of coalition with 


Germany 


BONN 


- « Asthe unemployment figure nears 5m, Romero i 3 


cal parties has a clue what to do 


e c T HE pudding will not explode,” a se- 
: nior German government official 
forecast stoically. He meant that the na- 
tion's unemployed would not turn violent, 

“as some of them have in France, although 
the German jobless total is edging inexora- 
bly up. On February 5th it was announced 
that in January some 4.8m Germans (1236 of 
the total) had no work, up from 4.5m a 
month before. The symbolically awful 5m 
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cal career and of the upr, founded by ex- 
President Giscard d'Estaing in 1978 to 
block Mr Chirac's presidential ambitions. 
Parties in France, often little more than 
election machines for their bosses, come 
and go with greater ease than in most other 
democratic countries. 

The R»?R's decision last weekend not to 
change its name has been interpreted by 
some as a setback for Mr Séguin. By givinga 
whisker less than an absolute majority 
(49.9%) tothe proposed new name of Rally 
for France (whose French initials, RPF, hark 
back to the original party founded by de 
Gaulle in 1947), the conference was felt to 
have disavowed Mr Séguin's attempt to 
leave his own imprint on the party (though 
he carefully avoided expressing a prefer- 
ence about the name), and to have renewed 
its fidelity to Mr Chirac, who gave the party 
its present label. The 12-minute standing 
ovation for Mr Chirac after his message of 
greeting had been read out to the confer- 
ence was another sign of the president's re- 
turn to favour. 

Mr Séguin’s time has not yet come. But 
he has achieved more than most people ex- 
pected in the seven months since he took 
over the party leadership. By nature soli- 
tary, impulsive, acerbic, he has had to learn 
prudence, modesty, compromise. He has 
been criticised for his uncharacteristic lack 
of punch in opposing the ruling left-wing 
majority. But while Lionel Jospin, the So- 
cialist prime minister, was handing out 
goodies and riding high in the polls, it was 
hard to know where to attack. As Mr Madel- 
in said, “You don’t shoot Father Christ- 
mas.” Recently, though, Mr Jospin’s popu- 
larity has begun to slip (see chart). Mr Ségu- 
in has a stronger, reunited party behind 
him. And time is on his side: another four 
years before the next parliamentary or 
presidential election. He is starting to look 
seriously like a man on the way up. 








. |s there a breaking- -point? 





rmany’s two main politi- 


mark may be crossed before long. 

Yet that sanguine official may well be 
correct. Germans are rightly reputed to be 
orderly souls who do not storm railway sta- 
tions without first buying platform tickets. 
The French jobless (12.2% of the workforce) 
may forcibly take over labour offices in a 
battle for more benefits, but their neigh- 
bours across the Rhine, though now start- 
ing demonstrations in some 250 towns, are 


the Ftontiihich: hë sehemently rulés Ln | 
it itcould spell the end both of his own politi- 





















































unlikely to use such strong-arm tactics. 

So no cause for alarm? When the post- 
war jobless total first exceeded 1m back in 
the 1970s, German politicians muttered 
darkly about the Weimar Republic—Ger- 
many’s first ill-starred experiment with de- 


mocracy, which ended with Hitler and job- 


less masses on the streets. Now, with 
unemployment nearly five times higher 
than two decades ago, the mood (if not the 
rhetoric) is oddly more relaxed, as though 
lack of work were an unchangeable fact of 
life, like an eclipse of the sun. 

Not only is there no violence to speak 
of. Support for extremist parties of left and 
right remains negligible that none of them 
stands more than a ghost of a chance of 
winning parliamentary seats in next Sep- 
tember's general election. True, the ex-com- 
munists in eastern Germany have a follow- 
ing. And true, many Germans would like to 
see a "grand coalition" ofthe centre solving 
the nation's problems—especially unem- 
ployment. But few look to the fringes for a 
"quick fix". 

Why, apart from differences of national 
temperament, the curious calm compared 
with France? Forone thing German welfare 
benefits, which can amount to more than 
two-thirds of a jobless person's last net 
wage, are more generous than those of the 
French (though they are by no means deri- 
sory there either). Indeed, many German 
economists argue that benefits must be cut 
more drastically to make people look for 
work. Youth unemployment is far lower 
too—10.5% in Germany compared with 
27.5% in France. And in the former West 
Germany, the overall jobless rate is 10.5% 
(less than the EU average of nearly 11%), 
against 21.1% in eastern Germany. 

Ali the same, Helmut Kohl's centre-right 
government is getting increasingly rattled 
as the election nears. The chancellor re- 
cently abandoned his often restated pledge 
to halve the jobless total by 2000. Keeping 
to it throughout the election campaign, 
with unemployment still rising, would 
have handed the opposition a splendid 
stick with which to beat him. The Asian cri- 
sis makes things worse. As a result, finance- 
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Poland’s devolutionary battleground 


WARSAW 


HANKS to the communist love of bu- 

reaucrats, Poland has almost as many 
"voivodships" as the United States has 
states—49 in all. Thanks to the commu- 
nist love of centralised power, these re- 
gions have none of their own; “voivods” 
(governors) serve at the whim of the cen- 
tral government. This is about to change. 
In one of the biggest administrative 
shake-ups in any ex-communist country, 
Poland is poised to create two new tiers of 
elected government, giving 
them many functions of central 
government—and half of its tax 
revenues. 

These plans to decentralise 
government and make it more 
democratic, the first big initia- 
tive of the centre-right coalition 
elected last September, still face 
big obstacles. Politicians, some 
of them in the ruling coalition, 
will try to keep patronage they 
look set to lose; cities will fight to 
stay regional capitals. And the 
details of the reform are still so 
hazy that it is unclear how much 
power will really flow from War- 
saw to the provinces. 

Even so, the changes look 
radical. Regions will remain, but 
their numbers will be reduced drastically 
from 49 to 12, 13 or 14 (our map shows 13). 
Governors will become hands-off “super- 
visors” of regional government. Real 
power will belong to elected assemblies 
and to their chairmen, who will act as the 
new regions’ chief executives. They will 
control 30% of the income tax and 15% of 
the vAT raised within their regions. Al- 
though the assemblies may not pass laws, 
they will oversee large swathes of govern- 


ministry officials reckon economic growth 
this year may be only 2.6%—down by 0.2% 
on the forecast a month or two ago. That 
implies still more jobs lost and still higher 
debt, all at a time when Germanystill needs 
to stick to the Maastricht criteria for Eu- 
rope’s single currency. 

Had it not been rattled, the government 
would probably not have come up with 
this week’s feeble “initiative for more em- 
ployment”. The scheme combines good in- 
tentions—getting communes to employ 
more people on welfare, helping the build- 
ing industry over a hard winter, and so 
on—with an insistence that it must not cost 
the federal budget a pfennig. Nobody 
knows quite how the trick can be done. 

The "initiative" was promptly (and 
rightly) dismissed by the trade unions and 
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ment, including economic development 
and the police. 

A new level of government, 320 
elected counties, known as powiaty, will 
administer much state welfare, including 
health and education beyond primary 
level, though central government will 
continue to set basic policy. Primary 
schools will remain the responsibility of 
the 2,489 municipalities. 

The new Poland will not be aGerman- 
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style federation. Poland is still too twitchy 
about its newly regained sovereignty to 
give regions and counties the wide pow- 
ers that German Lander (states) enjoy, 
such as sole responsibility for education. 
Still, the government promises to make 
officials democratically accountable— 
and so, with luck, less corrupt. Big deci- 
sions—whether to prop up coal mines or 
promote tourism, for example—will be 
brought closer to the people affected. The 


the Social Democrats as “half-baked”. But 
the truth is that the opposition's proposals 
to chop the jobless total do not look con- 
vincing either. Some Social Democrats (like 
their party chairman, Oskar Lafontaine) 
want higher wages for workers to help 
boost domestic demand. Others demand a 
war on "illegal employment", while Bund- 
esbank profits are syphoned off to finance 
“job-creation measures". 

Does any of that touch the root of the 
problem? Hardly. Many economists 
reckon that what Germany needs is, first, a 
long spell (at least five years) in which real 
wage increases stay well below the rise in 
productivity. Second, in keeping with the 
measures the government has been trying 
with precious little success to push through, 
tax rates should be cut and the tax system 
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new regions should make better use of aid 
from the Eu after Poland joins it. 

It will be many months before Poles 
can tell whether the reform really marks 
the completion of their democratic revo- 
lution. Crucial decisions, for example, on 
wnether the governors will be able to veto 
decisions by regional assemblies, have 
not been announced. The government 
may have missed a trick by denying the 
new assemblies tax-varying powers, thus 
blunting their incentive to be efficient. 

And it is uncertain whether the gov- 
emment will be able to push the reform 
through. Nationalist MPs from Solidarity 
Electoral Action, the senior part- 
ner in the governing coalition, 
fret that devolution will encour- 
age western regions to co-oper- 
ate more closely with Berlin 
than with Warsaw. They have 
joined parliamentary forces 
with the opposition Peasants' 
Party, which worries that poor 
farming regions will suffer when 
they have to depend on taxes 
raised locally. Such misgivings 
are echoed in places like Bielsko 
Biala, a prosperous town likely 
to become part of Upper Silesia. 
It will—if the plan is enacted— 
cease to be the capital of a re- 
gion; its people worry that taxes 
will go to save the region’s ailing | 
industrial dinosaurs. | 

The government wants the reform | 
made law in time for the new assemblies 
to be elected in tandem with municipal- 
ities in September. Parliament's whips 
may be able to force the measures 
through, as they did this year's belt-tight- 
ening budget. As important is selling the 
reform to a sceptical public: parliamen- 
tary opponents are gathering the 500,000 
signatures they need to put it to a 
referendum. 


made simpler; the public-sector deficit 
should be cut without resort to "creative 
book-keeping"; subsidies and social-secu- 
rity benefits should be reduced; and more 
«tate assets should be sold off. 

Right now, the chances of fulfilling 
these hopes look slim, no matter what kind 
of government takes office after September. 
Unemployment is not the only thing going 
up in Germany. Company profits, the 
stockmarket and the trade surplus are ris- 
ing too. So Germans must be getting some- 
thing right. The trouble is that those very 
achievements tend to raise the ire of the 
many on the dole who genuinely want 
work and cannot get it. No, the pudding 
will not explode—for the moment. But it - 
would be unwise to assume it never will. 
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Cyprus 


Presidents 
come... 


ATHENS 


qr patience, ingenuity and willpower 
for glueing the Greek and Turkish bits 
of Cyprus back together have eluded local 
politicans and a string of western envoys 
for nearly 24 years. Rather than make the 
concessions needed to reunify the island, 
Greek- and Turkish-Cypriots seem con- 
demned to mutual suspicion and a 
claustrophobic life in their respective eth- 
nic ghettos. But a two-round presidential 
election on February 8th and 15th in the 


Back lakovou? Or cling to Clerides? 


Greek-Cypriots’ republic in the south 
could, with a lot of luck, spark a change. 

And the stakes have risen. The prize of 
EU membership for Cyprus (along with Po- 
land, Hungary, the Czech Republic, Slove- 
nia and Estonia), perhaps as early as 2003, 
seems within the next president's grasp. But 
it is still unlikely that current EU members 
will let Cyprus in before a settlement has 
been sealed for the whole island. This 
means persuading Rauf Denktash, the 
Turkish-Cypriots’ leader, of the merits of 
Cyprus joining the Eu and dragging his lot 
back to talks. The previous round fizzled 
out last year in Switzerland. 

Will Glafkos Clerides, the Greek-Cypri- 
ots' incumbent, be the man? Opinion polls 
say he should squeak home. Now 78 but 
still tough, he is backed bv the right-wing 
Democratic Rally, and is the choice of most 
young Greek-Cypriots, many of whom were 
born after Turkey invaded most of the is- 
land's northern half in 1974. With only 2% 
of Greek-Cypriots out of work, the Greek bit 
of Cyprus is undeniably prosperous: its liv- 
ing standards are higher than those in 
Greece itself. Sun-and-sea tourism and Cy- 
prus's success as a tax haven for Eastern Eu- 
rope's new rich have helped. And when it 
comes to dealing with Mr Denktash, most 
Greek-Cypriots reckon that Mr Clerides's 
hands are safe—even though he has little to 
show for his five years in office. 

In any case, with votes parcelled out 
among seven candidates, no one is likely to 
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win outright in the first round. And victory 
in the second will depend on conservatives 
of all stripes, as well as disaffected social- 
ists, backing Mr Clerides against his proba- 
ble rival in a run-off, George lakovou. 

Mr lakovou is a shrewd operator from 
Famagusta, a once-flourishing resort in the 
(now Turkish-controlled) north-east of the 
island, who got his start in politics building 
houses for refugees in the south. A former 
foreign minister now backed by AKEL, an 
old-fashioned communist party which can 
still count on nearly a third of the vote, he 
should also get the nod from the small, cen- 
trist Democratic Party. Successful negotia- 
tions with the Eu are not unthinkable un- 
der a lakovou presidency, but AKEL, though 
| no longer flat out against 
membership, is still only 
lukewarm. And since Mr Denk- 
tash scorns Greek-Cypriot politi- 
cians other than Mr Clerides, it would 
be hard to imagine Mr Iakovou making 
more headway with him. 

Once a new president is in place 

at the end of this month, American, 
British and UN emissaries will swoop 
in, urging him to put off the Russian mis- 
siles which Mr Clerides had planned to de- 
ploy by December this year, supposedly to 
offset Turkey’s military dominance of the 
island. But whoever becomes president 
will be even more immediately concerned 
to get talks on EU membership—for both 
halves of the island—off to a good start on 
March 31st. 

If economics were the sole criterion, the 
Greek-Cypriots could join the club double- 
quick—and qualify for the single currency, 
too. By contrast, the isolated Turkish-Cyp- 
riot statelet in the north is dirt poor, with 
incomes a bare quarter of those in the south 
of the island. Sales of citrus fruit and tex- 
tiles have slumped. Most ordinary Turkish- 
Cypriots tell pollsters, with an eye to hand- 
outs for poor regions, that they too want to 
join the Eu. 

But Mr Denktash is less keen. EU mem- 
bership, he says, would relegate his slice of 
Cyprus to the status of poor relation. If the 
EU talks go ahead without him, he threat- 
ens to pursue union with Turkey—and 
abandon Cypriot reunification for good. 
















Armenia 


...and 
presidents go 


HE downfall of Armenia's president, 
Levon Ter-Petrosian, was swift, dra- 
matic and bloodless, but it leaves a big gap 
in what was arguably—and in a thin field— 
the steadiest country in the Caucasus. And 
it is unlikely to further the cause of a lasting 
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peace with Armenia's rival, Azerbaijan. 

The events in this tale have unravelled 
with the logic of Shakespearean history. 
First the president's two closest political al- 
lies, the mayor of Yerevan, Vano Siradeg- 
ian, and the foreign minister, Alexander 
Arzumanian, were forced out. Then halfthe 
pro-presidential party in parliament de- 
fected toa faction controlled by the defence 
minister, Vazgen Sarkisian, the drama's 
Brutus. And running the plot was another 
old pal of the fallen leader: the prime min- 
ister, Robert Kocharian. It was, said a dep- 
uty, a "velvet coup". 

But the reasons behind it go beyond Ar- 
menia. For Mr Kocharian is a former leader 
of the disputed (but Armenian-controlled) 
territory of Nagorno-Karabakh, which was 
conquered by Armenia in 1993 but is still 
recognised internationally as part of Azer- 
baijan. It has barely 100,000 people, but 
has caused the fall of two Azeri presidents. 
Mr Ter-Petrosian is its third and most spec- 
tacular victim. He has dominated post- 
communist Armenia; in 1991 he was its 
first democratically elected president. His 
much grubbier re-election in 1996 tar- 
nished his name but seemed to have won 
him five years more years at the top. 

Then, last autumn, he made a tactical 
error. He dared to suggest that Armenia 
should be more flexible over Karabakh, and 
blessed a "step-by-step" peace plan put for- 
ward by the Organisation for Security and 
Co-operation in Europe (OSCE). Armenian 
troops, under the plan, would withdraw 
from other occupied bits of Azerbaijan to 
the east of Karabakh before talks started on 
a wider range of issues. Such a concession, 
hoped Mr Ter-Petrosian, would help end 
Armenia's economic isolation: Turkey and 
Azerbaijan have closed their borders with 
Armenia, while the sole railway to the 
north cannot reach Russia or beyond be- 
cause it is blocked by an ethnic dispute be- 
tween Georgia and Abkhazia. 

Local Armenian leaders in Karabakh 
and many Armenians elsewhere were out- 
raged by what they viewed as Mr Ter- 
Petrosian’s treachery. Not only did he fail to 
persuade Mr Kocharian of the plan’s wis- 
dom, but the prime minister then used the 
president's support for it to bring him 
down. Mr Kocharian is now favourite to 
win the presidential election due within 
40 days, though the existing constitution 
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would have to be changed to let him stand, 
since he is not an Armenian citizen. 

If he does win, the chances of the Kara- 
bakh dispute being solved peacefully will 
diminish—and make Armenia’s place in 
the Caucasus more awkward. With Arme- 
nia land-locked and blockaded, Mr Ter-Pet- 
rosian was good at making friends farther 
afield. He ensured a flow of aid from the 
United Sates, forged a military alliance 
with Russia, and a trading one with Iran. 
Armenia is no longer direly short of energy. 

But a coming oil bonanza in Azerbaijan 
will tilt the power-balance away from Ar- 
menia again. A pipeline taking out Cas- 
pian oil will loop round Armenia. And the 
American oil lobby, big in Azerbaijan, has 
begun to rival the Armenian one in Con- 
gress. Bad news for a new Armenian boss. 





Albania 


Not yet calm 


SARANDA 


O FAR, Fatos Nano, Albania’s new 

prime minister, has proved a splendid 
ambassador. Affable, articulate in English, 
seemingly well shed of his communist past, 
he gives a civilised face to his anarchic, im- 
poverished country. Towards the end of 
last year he raised $600m—more than he 
asked for—from foreign donors to help re- 
build a battered economy. The World Bank 
says it intends to raise $1.5 billion for Alba- 
nia within the next six years. But is Mr 
Nano as good at running domestic affairs 
as he is at charming cash out of the West? 

Many westerners greeted the victory of 
Mr Nano’s Socialist Party in last June's elec- 
tions with relief. Sali Berisha, an increas- 
ingly authoritarian president whose right- 





A policeman, believe it or not 
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wing Democratic Party bit the electoral 
dust, had lost control. Mr Nano seemed bet- 
ter placed to restore some order after the 
chaos provoked by the collapse of several 
pyramid investment schemes, in which 
many Albanians lost their savings. 

But relief is already being followed by 
disillusion. Ordinary Albanians are going 
through a gruelling winter, made harsher 
by frequent power and water failures. 
Prices have soared: inflation is nearing 50% 
a year and the government has just in- 
creased VAT from 12.5% to 20% at the behest 
of the mF. In several big towns virtually the 
only employment is crime. 

As a result, the government is making 
fitful progress on its most urgent task: re- 
storing order. Neritan Ceka, the energetic 
interior minister, has made road travel 
along main routes relatively safe by day- 
light and captured a bunch of criminal 
leaders in the southern port of Vlora, the 
hub ofAlbania's mafia. But travel after dark 
is dangerous; roads to many villages are in- 
secure at any time. House-to-house weap- 
ons searches are under way, but Mr Ceka 
says he needs more equipment and man- 
power to recover hundreds of thousands of 
guns looted during the anarchy. 

[n the past few weeks, gangs have killed 
at least 50 people. Most policemen—too de- 
moralised or frightened to tackle crimi- 
nals—wear their uniforms only when pick- 
ing up their monthly salaries of$60. And in 
the many places where contraband trade 
flourishes they have become partners in 
crime. Even in the capital, Tirana, which 
had been calm, there are street shootouts. 

Restoring order would be easier if the 
government could police itself. But Alba- 
nia's new masters are falling into familiar 
corrupt habits. Pandeli Miku, the ruling So- 
cialist Party's secretary-general, has admit- 
ted as much. A new anti-corruption com- 
mission is a public joke. "We've simply 
swapped the northern clan of Berisha for 
the southern clan of Nano,” says a restaura- 
teur in the gangster-ridden port of Saranda. 

Ominously some of the mayhem 
smacks of politics. Mr Berisha's new power 
baseis up north in Shkodra, now becoming 
rich again from smuggling with next-door 
Montenegro. Shkodra has also been the 
scene of fights between police forces tied to 
to rival political parties. Policemen op- 
posed to the local (Socialist-appointed) po- 
lice chiefhave cut up rough. In the southern 
town of Gjirokaster, old sympathisers of Mr 
Berisha who lost jobs in the customs service 
have attacked government buildings. 

Earlier this month Mr Nano had a fillip 
when Mr Berisha's Democrats said they 
might end their four-month boycott of par- 
liament, which had been prompted by a 
Socialist MP shooting a Democratic coun- 
terpart during a row over vAT. Though the 
Democrats are few in parliament and the 
Socialists enjoy a commanding majority 
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even without their coalition partners, the 
boycott has held up the drafting of a new 
constitution and prevented normal poli- 
tics. Even if parliamentary debate should 
begin again, that would hardly be enough 
to make look at all normal. 





Slovakia 
A Meciar coup? 


PRAGUE 


LADIMIR MECIAR, Slovakia's prime 
minister, has won all three general elec- 
tions since communism collapsed in 1989, 
the best record in Eastern Europe. On Feb- 
ruary 6th he again looked likely to get the 
result he wanted. By abstaining in a par- 
liamentary vote for a new president, his 
three-party coalition looks set to keep the 
presidency vacant when the incumbent, 
Michal Kovac, leaves the job on March 2nd. 
What then? "The government will take over 
the presidential powers", crows Mr Meciar. 
He will need them. His coalition may 
well be trounced in the general election 
due in September, say the opinion polls. 
With no president to meddle in govern- 
ment and mock his bullying ways, as Mr 
Kovac did, Mr Meciar will now have a free 
hand to improve his electoral fortunes. Un- 
der Slovakia's constitution, most presiden- 
tial powers do indeed pass to the govern- 
ment if the presidency is vacant. Of the four 
that do not pass to the government—and 
thus to Mr Meciar—only two matter: the 
power to sign into law acts of parliament, 
and the power to recall and appoint a new 
government. Mr Meciars men say the first 
is irrelevant. In the three months before Mr 
Kovac's election in 1993, laws were enacted 
without complaint; and the Constitutional 
Court could recall the government, but 
only with parliament's approval. 

Mr Meciar will use his new clout to re- 
write the election laws. One plan is to strike 
from ballot papers the names of all candi- 
dates except those of party leaders. That 
would help Mr Meciar, who remains far 
more popular than his party, the Move- 
ment for a Democratic Slovakia. 

So he is likely to run a presidential-style 
campaign. Another ploy would be to abol- 
ish the 7% threshold for coalitions to enter 
parliament, forcing each party to cross a 5% 
hurdle. The five-party coalition which is the 
main opposition block would have to be- 
come a single party to translate its big lead 
in the polls into seats. Mr Meciar also plans 
to replace the current cross-party par- 
liamentary election supervisory committee 
with an "electoral court"—appointed, of 
course, by his government. With no presi- 
dent to interfere, Mr Meciar looks well on 
his way to staging a very Slovakian coup. 
See a ee À E 
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A, No ane was at stake. A furious president hustled 


must be cleaned up.” And it was. Lennart Meri, Estonia’s presi- 
dent since 1992, wants his country to match West European 
standards—including those of hygiene. If the trio of Baltic coun- 
tries (Latvia and Lithuania being the other two) are to get into the 
European Union, as they all devoutly wish, cleaning up—in 
business, law, politics and morals—is what they must do. In their 
three presidents, they have some useful exemplars. ; 





the way their country looks (and 
smells) to the outside world. Once 
seen merely as one of a dozen or so 
"former Soviet republics”, it has now 
^. | leapfrogged into the five-strong front 

| line of Eu applicants. Strong busi- 
nesses, a relatively clean and compe- 
tent civil service, and close ties with 
neighbouring Finland (itself an in- 
creasingly keen member of the Eu 
since its induction three years ago) 
have all played a big part. But so has 
| the courtly figure of Mr Meri: for- 
| midably well read, and fluently caus- 
| ticand charming in five languages. 

. Most Estonians are pleased that 
his larger-than-life style has rubbed 
| off on their little country, even 
| though he often seems extraordi- 
| narilyunEstonian:heis unpunctual, 
| unpredictable, unaccountable and, 
on occasion, unbelievably mischie- — 
vous. This can grate in a country best- — 
known for its dour, cautious, Luther- 
an virtues—characteristics that were- 
| stubbornly preserved, and even exag- - 
| gerated, during five gruelling de- 
cades of Soviet occupation. 

Outsiders' verdicts are mixed too. 

| Mr Meri's big ideas and excellent French « san him: án good 
| stead with Jacques Chirac. But Germany's Helmut Kchl finds 
| him too clever and cutting by half. While negotiating the with- 
| drawal of Russian troops from Estonia, Mr Meri is saic to have 
trumped Boris Yeltsin by drinking him under the table. George 
Bush admired his chutzpah, but never quite got over being con- 
| tradicted by him on their first meeting, in 1992: “George, you are 

|. completely mistaken. You have no Baltic policy, and no.Russian 
| policy either.” But perhaps his most awkward relations have 
— [. been with his Baltic counterparts, Guntis Ulmanis of Latvia and 
pn Bios Brazauskas, Lithuania's outgoing president.. _ 

. This pail s less Went known to the world than Mr Meri, none- 
1e ( their reinvented countries. Mr Ulmanis 
hew of his country’s pre-war strongman. Like Mr 
fa: top pre-war dipl omat), he was deported to 
ld by the communist Russians. Both men were 
ik influenced by this experience: Mr Meri became 
y obscure Finno-Ugric tribes (distant cousins of the 
itonians) i in Siberia, later an? award-winning films about 
them. Mr Ulmanis's travels were less glamorous: he spent much 






















The Baltic bobsleigh 


the waiting television crews out of the airport arrivals hall - 
into its notoriously filthy lavatories, “It’s a disgrace,” he snorted 
through the stench. “What will foreign visitors think of us? This - 


Mr Meri and his bright young protégés (one of Estonia’s post- 
communist foreign ministers got the job at 27) have transformed 











of the 1980s vainly digging in deserted prison camps for the 


bones of his great-uncle. Oddly, both men are unmarked by anti- 


Russian feeling; Mr Meri quotes Pushkin at the slightest prov- 


ocation. Indeed, neither man was noted for resistance to Soviet 
rule until Mikhail Gorbachev took power. 
But whereas Estonia seems to bulge with national identity, 


Latvia (where ethnic Russians still make up nearly half the peo- 


ple) is less certain of itself. A former bureaucrat who without his 
famous surname would have been an implausible candidate for 


the top job, the stolid Mr Ulmanis is less of a philosopher-king 


than Mr Meri. “I want my nation to find its identity,” he says. 
And what that might be? “I don’t know,” he candidly replies, but 


‘then, sensing a gaffe, adds: “A common European civilisation 


and mutual respect.” Well, why not? 

As for Lithuania, its presidential 
link to the past has been rather differ- 
ent. The beefy Mr Brazauskas, who 
steps down this month, is the repub- 
_ lie’s former Communist Party chief. 
| This is not quite as dodgy as it 
sounds: after the 1950s, Lithuanian 
Communists were a touch more pa- 
| triotic than their comrades else- 
where. And Mr Brazauskas was, in 
1992, the first ex-Communist to win 
|... back office in post-Soviet Central Eu- 
-fope by genuine vote. 

But his successor, Valdas Adam- 
kus, who steps up at the end of this 
month, has a very different make- 


The Estonian president may some- 
times seem a foreigner in his own 
country, but Valdas Adamkus really 
is one. After some teenage years in 
the Lithuanian underground, he es- 
caped to the West, worked in Ameri- 
can military intelligence and then as 
a civil servant in Chicago. But 
whereas most Lithuanian-Ameri- 
cans are solid, Catholic, patriotic 
types, Mr Adamkus has been a pillar 
of a remarkable émigré cultural group, Santara-sviesa, which 
united exiled liberal intellectuals but was viewed by most émi- 
gré Lithuanians as a bunch of godless pinkos. So he is doubly an 
outsider. But his central message; to "restore the moral authority 
of the state", is convincing. Like Messrs Meri and Ulmanis (and, 
again like them, with more capacity to exhort than to make laws), 
he urges his people to match u Ip “to he European level”. 
Melding the Balts into the West depends partly on nitty- 
gritty reforms—of police. and border co trols, and of courts, for a 
start. On such issues, the presidential trio cannot do much. But 
their image-projecting attitudes are important. Mr Meri’s self- 
assured manner mirrors Estonia's astonishingly confident re- 
turn to Europe. Latvia's edginess in deciding exactly what it 
wants is echoed by the decent, grey, almost. ‘puzzlec MrUlmanis, 
one foot in pre-war autocracy, another in Soviet-era bureau- 



















cracy. Lithuania's slightly ambiguous relationship with its Soviet 


past was expressed in the election of Mr Brazauskas in 1992—but 
this year's narrowest of victories for the modernising, western- 
ising Mr Adamkus reveals a belated realisation of the need to 
catch up. Three countries, three presidents, n now all facing W West. 


up—one much closer to Mr Meri’s. 
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A Caspian gamble 


hie cee on the edge of an expensive black 
leather chair and dressed in an elegant double- 
breasted suit, Valekh Aleskerov impatiently corrects 
his translator. “No, no, no. I did not say foreign in- 
vestment depends on the quality of government. I 
said it depends on the determination of the coun- 
try's leader. Government is nothing but bureau- 
cracy.” A secretary in high-heeled ankle-boots hands 
Azerbaijan’s chief oil negotiator a letter to sign. It is 
written in Russian and addressed to nine of the 
world’s biggest oil companies. Mr Aleskerov glances 
at the contents, strikes one firm off the list and in- 
structs his secretary to address each letter individ- 
ually. “We don't want them to know who else is get- 
ting one,” he explains. 

That little scene highlights two points crucial to 
understanding what is going on in Azerbaijan and 
the other newly independent countries around the 
Caspian. The first is that, regardless of what their 
constitutions may say, most of them are not democ- 
racies, nor do they have established government in- 
stitutions. Barely six years after emerging from the 
rubble of the Soviet Union, the three Caucasian re- 
publics (Georgia, Armenia and Azerbaijan) and the 
five Central Asian states (Turkmenistan, Uzbeki- 
stan, Kazakhstan, Tajikistan and Kirgizstan) have 
been shaped largely by the handful of men that lead 
them. And it will be a small clutch of individuals 
that determine whether these countries become 
prosperous and independent or regress into 
kleptocracy and instability. 

The second point to note is that many of these 
individuals and their followers are being courted 
by most of the world's oil companies. Attracted by 
substantial proven reserves, especially in Azerbai- 
jan, Kazakhstan and Turkmenistan, and by the 
promise of fabulous wealth from oil and gas fields 
that have yet to be explored fully, the world's oil 
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bosses are falling over themselves to secure a piece 
of the Caspian action. 

Combine the big egos, big money and big ambi- 
tion of the oil industry and the equally big egos and 
big ambition of Central Asia’s leaders, and you al- 
ready have a potent mixture. Now add a third in- 
gredient to make it stronger still: the Caspian re- 
gion’s strategic importance. The former Soviet 
republics of the Caucasus and Central Asia link Eu- 
rope and Asia, Christianity and Islam. They are 
flanked to the east by a rising great power (China); 
to the north by their former hegemon (Russia); to 
the south by a country collapsed in violent chaos 
(Afghanistan), a fundamentalist Islamic republic 
(Iran), and a fragile secular state in search of a 
greater regional role (Turkey). Along with these 
neighbours, a distant superpower seeks influence if 
not dominance (America). 

As if all this were not enough, there is another 
booster for the mix: the Caspian oil and gas is use- 
less unless it can be got to market—and that takes 
some doing in an entirely landlocked part of the 
world. It is the route of potential export pipelines, 
more than anything else, that will determine re- 
gional alignments and outside influence. At 
present, Russia controls all export routes, and can 
thus hold the region to ransom. Whether future 
pipelines head west, south or east will determine 
how that influence is challenged. 

No wonder that the Caspian has become a mag- 
net for geopoliticians. A slew of national-security 
experts—from Zbigniew Brzezinski to James 
Baker—are advising American oil companies. Cen- 
tral Asian presidents are feted in Washington, Bonn 
and Beijing with an enthusiasm quite dispropor- 
tionate to their present economic firepower. Coun- 
tries that few people had heard of two years ago 
make international headlines as journalists redis- 
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cover the Great Game, Rudyard Kipling’s tag for the 
19th-century struggle between Russia and Britain 
for influence in Central Asia. 

The comparison has become a cliché, but it is 
misleading. The original Great Game had only two 
big players, the empires of Russia and Britain. The 
prize, India, was well away from the turf on which 
the dame was played. Today there are many more 
players, both outside and inside Central Asia. 
Where the old Great Game was rooted in tsarist ex- 
pansionism, the new Great Game's origins lie in the 
collapse of the Soviet empire. Where the 19th-cen- 
tury emirs and khans gradually fell under Russian 
control, today's regional leaders are asserting their 
independence. And, crucially, the prize—natural- 
resource wealth—lies within the region. 

Kazakhstan is a huge land mass with few peo- 
ple, full of oil, natural gas, gold, uranium, copper 
and many other minerals, and with vast agricul- 
tural potential. Azerbaijan and Turkmenistan have 
small populations, and lots of oil and gas, respec- 
tively. Uzbekistan has a sizeable population and is 
a big producer of cotton and gold. Kirgizstan has a 
bit of gold and lots of water—a resource that could 
conceivably become more important than oil with- 
in a generation. Tajikistan has some gold and not 
much else. Armenia and Georgia are short of natu- 
ral resources, but are strategically placed for trans- 
port routes. These differences add up to an alto- 
gether more complicated game with higher stakes. 


Unhappy past, uncertain future 


This survey will try to answer a simple question. 
How will resource wealth affect this region’s future? 
It could be an enormous opportunity to cement in- 
dependence, to accelerate economic development 
and to build new inter-regional ties. Yet sudden 
riches also carry many risks. History is awash with 
examples of countries that have squandered their 
natural-resource wealth. A generation from now, 
will the resource-rich Caspian states look more like 
Norway or like Nigeria? Will the resource-poor 
share in any prosperity or be left struggling? 

It is easy to be pessimistic. To use natural-re- 


source riches sensibly takes wise and stable govern- 
ment; yet wisdom and stability are in short supply. 
The Caspian’s infant states have authoritarian lead- 
ers, faltering economies and burgeoning corrup- 
tion. Outside meddling, particularly from Russia, 
has been short-sighted and destructive. Ethnic ten- 
sions, overt in some places, simmer below the sur- 
face virtually everywhere. 

Even definitions are complicated. Between the 
Black Sea and the Chinese border, more than 70m 
people live in eight countries that did not exist in 
that form a decade ago. Yet culturally, linguistically 
and historically many of the borders between them 
are artificial. Iran is home to more Azeris than Azer- 
baijan; 1m Kazakhs live in China; Uzbeks form an 
important ethnic group in Afghanistan. Tajiks 
speak Persian, whereas Azeris, Turkmen, Uzbeks 
and Kazakhs speak Turkic languages. A Turk from 
Ankara can easily be understood in Ashgabat, the 
capital of Turkmenistan. 

Nor are the religious divisions neat. Azerbaijan 
is part of the Caucasus, yet its people are Muslim, 
like those in Central Asia. Georgia and Armenia are 
Christian. Nagorno-Karabakh, the much-disputed 
mountain enclave in western Azerbaijan, is full of 
Christian Armenians. The ethnic divisions are 
equally confusing. The Soviet planners who re- 
drew the map in the 1920s divided Central Asia 
broadly along linguistic lines, hoping to construct 
nations from the various nomadic and semi-no- 
madic tribes of desert and steppe by exaggerating 
the differences between their dialects. These divi- 
sions, imperfect to start with, were subsequently 
blurred further by heavy Russian immigration and 
Stalin’s eastward push in the 1930s to ethnic groups 
such as the Volga Germans and Tatars. More than a 
third of the inhabitants of Kazakhstan are Russian, 
and so are around 18% of the people of Kirgizstan, 
despite a large exodus in recent years. One in five 
citizens of Tajikistan is an Uzbek. 

Except for Georgia and Armenia, these coun- 
tries do not have a strong sense of nationhood. The 
Kazakh nomads fell under Russian domination 
early in the 19th century; the khanates of Khiva and 
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Equally important is the need to build market 
economies from the rubble of the Soviet regime. 


modern nation-states to 











The collapse of the command economy is one thing 


that all the Caucasian and Central Asian republics 


‘have in common. All of them suffer from industrial 
collapse, from collectivised and deeply inefficient 


agriculture, and from the environmental and eco- 
nomic follies of central planning. The precise cir- 


cumstances differ: Uzbekistan, for instance, was. 
never closely tied into the Russian industrial com- 
. plex; instead, its economy depends on an environ- - 
mentally disastrous cotton monoculture. Georgia 
telies heavily on supply links from the north. Most 
< of Kazakhstan’s oil is in the west of the country, but 
"its refineries are in the east. 





. It is impossible to overestimate the difficulties 


is ài these countries will face, but there are also grounds 


JAKU, the capital of Azerbaijan, is a city that 


BD wears its oil on its sleeve. The suburbs and the 


Caspian shoreline are littered with hundreds of 


rusting rigs. Downtown, intricate Italianate facades 


with wroughtiron balconies adorn the grand 


houses built a century ago by Azerbaijan's first oil 


 millionaires. Today, those buildings house the 
paraphernalia of a new oil rush: fancy western res- 


taurants, expensive perfumeries, designer shops 


and, of course, the oil companies themselves. More ` 


than 50 western oil firms have set up shop in Baku. 
Small talk in the city's bars soon turns to oil. 
In other cities resource-fever displays different 


symptoms. Ashgabat, the desert capital of gas-rich 
Turkmenistan, retains an eery Soviet-style calm, but 
y hotels, the 





the fresh tarmac on its roads, the swank 
brand-new football stadium (never mind that the 
country barely has a team to speak of) and the ritzy 
presidential palace all suggest that the country’s dic- 


tator is scattering cash he has not yet got. Almaty, the 


commercial centre—though no longer the capital— 
of Kazakhstan, lies far from the country’s oil and gas 
fields, but even there oil wealth is all around: a 
Mobil petrol station greets the visitor outside the 
airport; the city centre is full of American sports 
utility vehicles and designer boutiques. Such obvi- 
ous opulence amidst the greyness of post-Soviet de- 
cline is a sure gauge of the expected bonanza. But it 
begs the question whether that bonanza will in- 
deed materialise, and how big it will be. 

Begin with the basic laws of supply and de- 


mand. The world currently consumes around 70m. 


barrels of oil a day. According to the International 
Energy Agency, global demand for oil is set to rise 
by at least a third by 2010, to between 92m and 97m 
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for optimism. Half a decade ago few outsiders ex- 
pected these countries to remain independent; 
now their sovereignty is taken for granted. After 
years of runaway inflation and chaos, several of 
them have recently made great economic strides. 
Given enlightened policies, both outside and in- 
side these countries, the Caspian region can pros- 
per. In the absence of such policies, the new Great 
Game could become a great nightmare. 





barrels per day. Most of the increase will be due to 
rising populations and rapid economic growth in 
South and East Asia. Total natural gas consumption 
is currently around 78 trillion cubic feet a year. As 
rich countries increasingly rely on | gas, comands is 
also likely to soar. 

These forecasts are not set in stone. A more seri- 
ous effort to reduce global warming, for instance, 
could lower demand for fossil fuels, although it 
would benefit natural gas. The same is true for tech- 
nological innovation, particularly breakthroughs 
in the use of hydrogen as an energy source. Pro- 
tracted economic stagnation, particularly in Asia, 
would also weaken future demand. These caveats 
aside, global demand looks set to rise. 


No Persian Gulf 
Most of that increased demand will be met by pro- 
duction from the Persian Gulf. With 
proven reserves of over 600 billion 
barrels of oi! and 1,600 trillion cu- 
bic feet of natural gas, the Gulfis the 
world’s hydrocarbon heartland. 
The Caspian basin is not in the 
same class. According to Wood 
Mackenzie, a consultancy, it has 
proven reserves of 28 billion barrels 
of oil and 243 trillion cubic feet of 
£as, adding up to almost 70 billion 
barrels of oil equivalent. Most of the 
proven oil is in Kazakhstan's 150 or 
so explored fields, and most of the 
gas is in Turkmenistan's huge basin 
below the desert. 

Though far smaller than those of 
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the Middle East, these reserves are big by any other 
standards; significantly bigger, for example, than 
Europe's proven reserves of about 50 billion barrels 
of oil equivalent. And it is not just proven reserves 
that fuel the oil interest. Seismic studies of the Cas- 
pian indicate geological structures that might con- 
ceivably hold a vast wealth of hydrocarbons (and 
many areas have barely been explored). Estimates 
for the region's potential range from a conservative 
70 billion barrels of oil to a wildly optimistic 200 
billion barrels or more, plugged by, among others, 
the Caspian governments themselves. The Kazakh 
government, for instance, likes to claim that its oil 
potential is second only to that of Saudi Arabia. 

On a cautiously optimistic estimate, the Cas- 
pian Basin contains at least 100 billion barrels of 
| oil, and perhaps the equivalent of the same again in 

gas. At its peak, the region could be producing 
around 6m barrels of oil per day, an almost seven- 
fold increase from its present output and much the 
same as current production in the North Sea. More- 
| 
| 
| 








over, the resource-rich Caspian states have rela- 
tively small populations, so most of their oil and 
gas is likely to be exported, making the Caspian a 
useful counterbalance to the Middle East. 

For oil companies, the Caspian holds a further 
attraction. Unlike the majority of the world's 
proven oil reserves, these resources are available for 
exploitation by western firms. Iran and Iraq, the un- 
derdeveloped giants of the Persian Gulf, are closed 
to outsiders, so for the moment the oil firms are 
concentrating hard on the Caspian. Chevron was 
first, signing up in 1993 for a joint venture to de- 
velop the giant Tengiz field in western Kazakhstan, 
in which Mobil now also has a big stake. The vast 
Karachaganak gas field in northern Kazakhstan is 
being developed by a consortium that includes 
British Gas, Agip and Texaco. And 

; the three biggest offshore Azeri oil 
How Quay tne up fields are run by the Azerbaijan In- 
ternational Operating Company, a 
12-company consortium that in- 
cludes BP and Amoco. 

Azerbaijan has signed produc- 
tion-sharing agreements with ten 
consortia and is negotiating several 
more. Kazakhstan has recently 
signed a huge deal for the explora- 
tion of 12 blocks in its offshore Cas- 
pian waters Turkmenistan is 
putting out a dozen of its Caspian 
oil blocks to tender. In Baku, 
Ashgabat and Almaty, the buzz is 
about which firms have teamed up 
together, who is bidding for what 
and how much they have paid for 
the deal. Azerbaijan, the country 
that has signed the most deals, has a 
clear strategy to include as many oil 
firms as possible. American, Euro- 
pean, Russian, Japanese and Ira- 
nian companies all have a stake in 
Azeri exploraticn, a canny move to 
ensure that many countries have an 
interest in the region's stability. 

The terms of Caspian deals are 
tough, and getting tougher. Oil exec- 
utives moan that the amount of 


Oil production 








My other car is also a Mercedes 


money going to governments, either up-front or as a 
share of future revenue, is much bigger than in tra- 
ditional developing-country deals. “It's becoming 
impossible to make money,” is a common grumble. 
But the scramble to sign deals suggests otherwise. 

Oil companies spend millions on bonuses and 
exploration costs before they even know whether 
there is any oil, but that is only for starters. Laurent 
Ruseckas and Thane Gustafson of Cambridge En- 
ergy Research Associates, one of the world's top en- 
ergy consultancies, estimate that it will take be- 
tween $70 billion and $100 billion to develop and 
transport the region's oil reserves, and perhaps as 
much again to develop its gas reserves. 

Even with buoyant global demand for hydro- 
carbons, three conditions must be met before oil 
companies' shareholders are happy to let them in- 
vest that kind of money: there must be a measure of 
political stability; property rights must be reason- 
ably secure; and there must be guaranteed ways to 
get the oil or gas to market. 


In search of stability 


Oil companies take a more relaxed attitude to po- 
litical risk than many other firms. They are used to 
dealing with violent or unstable countries. Because 
oil is simply pumped out of the ground and can be 
speedily exported, they can tolerate economic mis- 
management, civil disobedience and even isolated 
violence in the host country more easily than other 
industries. But sovereignty clearly matters, and it is 
no coincidence that the big rush into the Caspian 
region has come as these countries' continued inde- 
pendence is increasingly assured. 

That said, the Caspian remains one of the less 
stable parts of the world. Uncertainties about Rus- 
sia's intentions aside, the Azeri-Armenian dispute 
over Nagorno-Karabakh is on hold but far from re- 
solved. Chechnya's fragile peace could shatter if its 
demands for full independence from Russia go un- 
heeded. Conflict amongst the dozens of disparate 
and desperate Caucasian ethnic groups could eas- 
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ily flare up. And on the other side of the Caspian the 
chaos in Afghanistan and the near-chaos in Tajiki- 
stan are constant reminders of the region's poten- 
tial for violence. These internal instabilities will not 
stop the development of Caspian resources, but 
they could well slow it down. 

Property rights also seem reasonably secure. Al- 
though the legal systems in Central Asia are flawed 
(of which more later), the oil deals are on fairly firm 
ground. In Azerbaijan each production-sharing ar- 
rangement individually becomes law, rubber- 
stamped by the country's "parliament". Kazakh- 
stan's oil and gas legislation was drafted by British 
lawyers. The terms of the contracts are such that re- 
negotiation, let alone nationalisation, seems out of 
the question. Besides, these countries simply do not 
have the cash to undertake such large-scale oil 
development themselves. 

The one property-right question that remains 
unresolved is who actually owns much of the oil. 
Until 1991, the Caspian Sea was shared between the 
Soviet Union and Iran, under the terms of the 1921 
Treaty of Moscow. But since the break-up of the So- 
viet Union its legal status has remained in limbo. 
Russia and Iran, countries with little oil and gas off 
their Caspian shores, argue that the sea is the joint 
property ofall the littoral states. Such states, the Rus- 
sians say, should have exclusive rights only to re- 
sources lying within 45 nautical miles of their 
shore. Kazakhstan and Azerbaijan, by contrast, 
have the biggest fields on their doorsteps, so they 
want the whole of the Caspian to be divided into 
sectors and shared out among the littoral states (see 
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map). Turkmenistan began by supporting the Rus- 
sian view but is now leaning the other way. 

So far, these disputes over ownership have had 
little practical effect. They have not held up any ex- 
ploration contracts, and the Azeris have started 
pumping oil from their fields. Indeed, Boris Nem- 
tsov, Russia’s deputy prime minister, attended the 
celebrations in Baku in November 1997 to mark the 
first flow of new Azeri oil, although the Iranian and 
Turkmen presidents sniffily stayed away. Individ- 
ual demarcation disputes may slow the exploita- 
tion of one or two oil fields, but they will not hold 
up the region's overall development. Something 
else might, though: the unresolved issue of where 
the export pipelines should run. 





Pipeline poker 


HE average Texan may find a new bumper 

sticker circulating in Houston a trifle obscure. It 
reads "Happiness is multiple pipelines". But to any 
oilman in the Caspian it will be obvious. He knows 
that the biggest single obstacle to fabulous wealth in 
the region is the lack of export pipelines. 

Unlike any other big oil producers, the Caspian 
states are landlocked. Before their crude reaches a 
tanker, it must cross at least one international bor- 
der, possibly two. All existing oil and gas pipelines 
(except for one new gas pipe from Turkmenistan to 
Iran) run through Russia, giving that country a 
stranglehold on exports which it is not afraid to use. 
Gazprom, Russia's gas monopoly, refuses to allow 
Turkmenistan to export its gas to western markets. 
British Gas and the other members of the 
Karachaganak consortium in Kazakhstan have 
been losing money hand over fist on the artificially 
low prices the Russians pay for the little gas that 
they will take. 

Avoiding Russia's stranglehold has prompted 
extraordinary ingenuity. Tengizchevroil, the oper- 
ator of the giant Tengiz field in Kazakhstan, trans- 
ports around half of its daily output of 175,000 bar- 
rels by train, making it the biggest customer of 
Russia's and Georgia's rail companies. Tengiz oil 
goes by train to the Baltics or by barge across the 
Caspian to Baku and then on by train to Georgia. 
Late in 1997 the first rail cars of crude set off for 
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China. But such resourcefulness does not change 
the bottom line: future oil and gas development de- 
mands new pipelines. 

The problem with pipeline diplomacy is that it 
must combine often opposing commercial and po- 
litical interests. Oil companies want the cheapest 
route to the best market. That makes a pipeline 
south from the Caspian through Iran to the Persian 
Gulf an attractive proposition. But the Americans 
worry that such a pipeline would dramatically in- 
crease Iran’s influence in the region. Other vested 
interests seize upon such anxieties to press their fa- 
voured alternatives. Georgia, for instance, hopes for 
a western route. As a transit country it would re- 
ceive handsome tariff revenues. More importantly, 
a pipeline could form the core of a broader east- 
west communications corridor. Thus the real fight 
about pipelines is as much about geopolitical influ- 
ence as about the oil business itself. 

Violent ethnic conflicts, individual egos and bu- 
reaucratic rivalries have to be accommodated along 
the way. Some existing and proposed pipelines, for 
instance, go through such confidence-inspiring 
places as Chechnya, Afghanistan and Kurdish- 
dominated eastern Turkey. A western pipeline 
from the Tengiz oilfield in Kazakhstan to 
Novorossisk, a Russian port on the Black Sea, was 
held up for years by recalcitrant Russians and by a 
swashbuckling Dutch oil buccaneer, John Deuss, 
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wielding exclusive negotiating rights on behalf of 
the Sheikh of Oman. 

In 1997, after much wrangling, the Caspian 
Pipeline Consortium, which includes Chevron, 
Mobil, Lukoil, the Kazakh State Oil company, the 
Omanis and the Russians, signed a deal to build a 
$2 billion pipeline from Kazakhstan to 
Novorossisk (route 1 on the map). Negotiations with 
the individual Russian districts through which the 
pipeline will pass are not yet complete, but with 
luck the first non-exclusively Russian oil pipeline 
should be in operation by 2000, eventually trans- 
porting 1.6m barrels of oil a day. 

Azerbaijan, too, has been busy negotiating pipe- 
line deals. The Azerbaijan International Operating 
Company's "early oil" (from new investment) is be- 
ing transported along two routes that for the most 
part use existing pipes: a "northern" route through 
Dagestan and Chechnya to Novorossisk (number 2 
on the map), and a second “western” route to the 
Georgian port of Supsa (number 3). Oil is already 
flowing along the northern route, and so far the 
Chechens have been bought off with substantial 
transit fees. The western route should be ready by 
the end of this year. 


More to come 


However, these early pipelines are only temporary 
solutions. Between 2001 and 2003 production from 
the Azerbaijan company's fields will require a fur- 
ther export route, supposedly to be decided on by 
next October. If Kazakhstan's exploration efforts 
y:eld oil (and/or gas), it too will need more pipe- 
lines early in the next decade. 

In theory, new pipelines could go in almost any 
direction. Southern or eastern routes could serve 
the Asian markets. Northern routes could, Russia 
permitting, piggyback on that country's vast exist- 
ing network. Western routes could serve Europe, 


which will need to import more as North Sea pro- 
duction falls early in the next century. The main op- 
tions are as follows: 

* Northern routes, preferred by Russia. Kazakhstan 
could expand its existing pipelines to join the Rus- 
sian system (number 4 on the map). Azerbaijan 
could build a big export pipeline from Baku to 
Novorossisk at a cost of $2 billion. Russia has even 
offered to build a bypass around volatile Chechnya. 
But Azerbaijan is worried that the Russians will 
have a stranglehold, and the oil companies fret 
about security: even with a bypass, the pipeline 
would still be within shooting distance of the un- 
predictable Chechens. 

e Western routes, favoured by Azerbaijan, Georgia, 
Turkey and America. The cheapest option (about 
$1.5 billion) is to build an upgraded pipeline to the 
Georgian port of Supsa and then ship the oil 
through the Black Sea and the Bosporus to Europe. 
However, Turkey claims that the Bosporus cannot 
cope with any more tanker traffic. 

Istanbul could be avoided either by building a 
$1 billion Bosporus by-pass from Bulgaria to 
Greece, or by constructing a pipeline from Baku to 
Ceyhan on the Turkish Mediterranean coast (num- 
ber 5), which Turkey prefers. However, this route 
would pass through unstable Kurdish territory, and 
it would be likely to cost around $2.9 billion, by far 
the most expensive western option. Kazakh oil and 
Turkmen gas could feed into western routes via 
trans-Caspian pipelines (numbers 6 and 7). 
¢ Southern routes. These make commercial sense. 
Turkmenistan opened a gas pipeline to Iran in De- 
cember 1997. It hopes for a bigger gas link on to Tur- 
key and is negotiating with Shell (number 8). The 
economics of an oil pipeline south to the Gulf are 
sound (number 9). Iran already has an extensive 
pipeline system, and the Gulf is a good exit point 
from which to serve Asian markets. But America ve- 
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Law Firm “GRATA” 
Legal and Business 
services in Kazakhstan 


Law Firm "GRATA" is one of 
Kazakhstan's leading business law 
firms. 

In association with Trans Business 
Services in Turkey and R. J. Tapp & 
Co, Solicitors, in the UK, Law Firm 
"GRATA" provides a comprehensive 
legal business consultancy service to 
companies wishing to invest in 
Kazakhstan. 


Please contact: 


In Kazakhstan: Tiek Baigabulov 
Law Firm "GRATA" 
Tel/fax: (3272) 53-88-30 
(3272) 53-09-99 
(3272) 53-09-25 
E-mail: grata@grata.almaty.kz 
Internet: www. grata.kz 


In Turkey: Murat Yazici 
Trans Business Services 
“TBS” Limited 
Tel: 90 312 446 1273 
90 312 446 1303 
Fax: 90312446 1274 
E-mail: my02-k(@)servis.net 


Inthe UK: R. J. Tapp & Co, 
Solicitors 
Tel: 441252 844 778 
Mobile: 44 498 727 127 
Fax: 441252 843 139 
E-mail: robert.tapp@virgin.net 


Welborn Sullivan 
Meck & Tooley, P.C. 
Attorneys 
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Business Development 


Tel: + 44 181 900 2060 
Fax: + 44 181 900 1248 


For contacts in 
Atyrau 
Baku 
Houston 
Moscow 


other worldwide offices 
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JARYKH Satellite communications and TV 


242 Furmanov street - Almaty — Kazakhstan 480099 


Phone : (7 3272) 655 642 - Fax : (7 3272) 656-619 220 


MAPLIK 
We are an Inmarsat Service Provider for the major Western 
and national oil & gas companies in Kazakhstan. The two 
hallmarks of working with Jarykh Itd. are turnkey service 
and facilitation with local government authorities. 
Inmarsat Satellite Phones: > 
VIA 

sale and rent INMARSAT ~— 
activation and maintenance 
after sales service and air-time 
securing licenses 


LeBoeuf, Lamb, Greene 
& MacRae LLP 


international Law Firm 
with offices in Central Asia 
LeBoeuf, Lamb, Greene & MacRae is a recognized leader in 
transactions in Central Asia. Our Firm has advised clients in the 
region continuously for over a quarter of a century. The Firm 
maintains offices with resident lawyers in Almaty, Tashkent and 
Bishkek. The Firm has thirteen resident lawyers in Central Asia, 
fluent in the English, French, Russian, Kazak, Uzbek and Kyrghyz 
languages. 
Almaty Office: 
531, Prospect Seifullina Almaty, Kazakhstan. 
TL: +(7)(3272) 50-7575 FX: +(7)(3272) 50-7576 


\ INTERTEACH 


Y Kazakh National Corporation 
of Health and Medical Insurance 


e Medical Insurance of local and foreign 
employees 


e Field hospitals and medical care in 
remote areas 


e Evacuation and repatriation to medical centres 


* 24 hour assistance throughout Kazakhstan, 
Uzbekistan and Kyrghyzstan 


175, Furmanov St., Almaty, 480091, Republic of Kazakhstan 
Tel./Fax: (7-3272) 62 95 70, 62 04 06, 69 58 31, 63 97 95 
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Dear : adies and Gentlemen, 


BankTurai Aled has à an ‘honour. to offer you the 
beneficial terms and conditions for the _ 
inple ainan of your export- and import 
transactions with the leading 
enter | prises o of our region: 





e itis not just contisiatión but financing as s well by 
the leading American and European banks | 
famous worldwide; I 





e itisa token of stability and trust between the 
partners and optimum structure of transactions; . 


e export and import of goods and services under T 
the guarantee of the CJSC BankTuranAlem i ie vm 

cheaper and more advantageous as our Bank has _ 

a general licence allowing. rendering a full r 

bar aking services nthi cour try and abr og 
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pi The Bank also holds a: licence f fori bullion trade, En 
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her driver, a six-foo 


T DAWN at the border crossing on 
the road from Tbilisi to Baku, a 

huddle of Azeri soldiers emerges from 

the mist. They stand in a circle outside 


the customs office, cigarette in hand, © 


shoulders hunched against the early- 


morning chill. Behind them is a large 
white iron gate which they must open, 
manually, to let each vehicle pass. To the 
side is a row of lorries, their drivers wait- 
_ingand haggling, perhaps for days, until 
: the rightbribecanbeagreedon. — 

.. Your correspondent had an easier 
; time. Her car, a Zhiguli with a shattered 
- windscreen, did not spell opulence, and 
‘Georgian, was good ~ 
at taking charge of formalities. After five 
minutes of banter with the border - 
guards, and payment ofa $15 sweetener, - 
the white gate was eased open and the - 
.| Zhiguli was rolling along the narrow 
| two-lane “highway” into Azerbaijan. 





Bouncing over the potholes, and 


goats and sheep, it was hard to visualise 
the route as an artery of a new “Eurasian 
Transport Corridor’; but that is what 
Georgia’s president, Edward Shevard- 


nadze, is determined it should become. - Pe as 
Traffic from Poti, a Georgian porton the — 
Black Sea, across the Caucasus plain to 


Baku collapsed with the demise of the 


Soviet Union, but has since increased — 
Sharply. George Tsomaia, who runs. U 
Georgia's biggest haulage company, has 

seen his business increase more than 


fivefold since 1995. “We started moving 


food aid,” he notes. "Now it is virtually — 
all commercial cargo." - 7 
_ Throughout the Caspian, old trade — : 
‘routes are being rediscovered. For 70 — 
years the Soviet Union's borders were _ 
closed, and its internal links distorted . 
by central planning. Azeris in Baku 
- were cutoff from relatives in Iran. A tele- 
phone call from Tbilisi to Tashkent 


would go via Moscow. 


: China. codd beasetion com 
the Trans-Siberian railway. 


make a big difference to the Caspian 
¿states relationship with the outside 
world. In time, perhaps a trip from Ber- 
lin to Tashkent, or from Paris to Tehran, 


"from New York to San Francisco. T 
distances. are about the same. For now, 
though, it took your corresponden 
€ight hours to rattle the ae fror ‘ 
Tbilisi to Baku. 




























road, rail and telephone li 


menistan has already bu 
line to perde in Iran 


All of this new infrastructure will i) 


will seem as commonplace as a journey 
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2v 
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Qo oen 


a slowing p so often to avoid i passing i 





: eala opposes ther route, and Adeibaiien c too is 
wary of Iran. The route increases the world" s reli- 
anceon the Straits of Hormuz. 


Eastern route. In September 1997 the Chinese 


" -| signed a memorandum of understanding to build 





an eastward pipeline to China (number 10) as part 
` ofa deal to buy two oil fields in Kazakhstan. About - 


—— |. 2,000km long in Kazakhstan alone, this pipeline 







- will almost certainly cost considerably more than 


the $3.5 billion the Chinese have estimated. Few in- 


-dustry experts consider the pipeline commercially 

viable, but if China sees this as a strategic decision, - 

- it might be built anyway. 

 * South-eastern route. Unocal, an American oil 

company, wants to build gas and oil pipelines from 

‘Turkmenistan through A 

|" (and perhaps to India later) at an estimated cost of _ 

| $1.9 billion each. Geographically the route (number 

- 11) makes sense, but it passes through Afghanistan, a 
hopelessly torn country. Bankers might jib at fund- 


fghanistan to Pakistan 





ing a deal with the Taliban. 


With so many options and so many competing a 


interests, it is hard to predict where-the pipelines 


will run. Given the strength of American support | 


for the western route, a pipeline at least to Supsa is 
likely. What happens next depends on how the! Bos- 
porus problem can be resolved. | 


Battle of the Bosporus 


The 1936 Treaty of Montreux detect the es 
Bosporus Straits that bisect Istanbul to be interna- 
tional waters. Turkey cannot charge tolls or stop 


ships passing through. Every day 140 foreign ships 


pass through the narrow, twisting channel, and. 
~ 1,500 local boats cross from one side of Istanbul to 
- | the other. The Turks claim that any extra tanker traf 

|. fic generated by Caspian oil would poses an unac- a Ü 


s Dable environmental risk. 
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All that is changing rapidly. Air, 


ing. The Americans could put pressi 


They have a point. A serious tanker accident in 
the Bosporus could cause an environmental disas- 
ter from which many of Istanbul’s 7.6m people 


would suffer. But it is not clear whether Caspianoil — — 


would really pose much of an extra risk, at least not. 
immediately. Much depends on demand for oil 
around the Black Sea. At present about 800,000 bar- 
rels of oil pass through the Bosporus from the Black 
Sea every day, but according to some oilmen nearly 
400,000 travel the other way, from the Mediterra- 
nean to the Black Sea. If Caspian oil can displace 
some or all of that, oil traffic thro Xu gh the: ponpon 
need not soar overnight. . 

Even so, if both Kazakhstan m Azerbaij jan 
were to export most of their future production 





through the Black Sea, the Bosporus clearly could 


not cope with the extra traffic. One way to relieve it 


would be through the mooted by-pass, but tankers 


would have to be loaded twice. A pipeline from 
Baku to Ceyhan, favoured by the Americans and the 
Turks, could be made more commercially appes 

essure on Turkey to 
charge low tariffs, and could sl ightly reduce financ- 
ing costs by providing guarantees. So far, they have 








- concentrated mainly on trying to persuade Kazakh- 


stan to commit itself to a western route, and leaning 
on Turkmenistan to shelve its plans for a gas pipe- 
line to Turkey through Iran. : 

The Kazakhs are playing it cool. They are inter- 
ested in a western route, provided it is commer- 
cially attractive. But they have not discounted Ira- 
nian routes entirely, and are keen on the Chinese 
option. Despite the huge! financial and logisticalob- . 
stacles, Kazakh officials claim that the eastern route _ 


- will be the next to be started. If it is, it will cloud the 


Prospects for an early trans-Caspian pipeline. - 
‘For the next few years a combination of the 


route from Tengiz to Novorossisk and a western 
















































It is possible to be 


too wealthy 


E, longer term more pipel 

<- Commercial logic strongly supports a southern 
. route, and American policy towards Iran may well 
. mellow. If the opui pine Lm about the re- 











the North Sea, after all, has five oil r pipelines and nine 


gas ones. Multiple pipelines will allow the Caspian - 
states to balance their external interests. But for 
widespread prosperity to OOA, much more e will 
need to be done. 








inous riches? 


Ç UMGAIT: City PI Tomorrow” , claims a 
glossy promotional brochure prepared by 
| the United Nations. Go anywhere near this chemi- 
cal dustbin, half an hour's drive north of Baku, and 
"City of Yesterday" seems nearer the mark. Ameri- 
ca's Central Intelligence Agency describes it as one 
of the most dangerously polluted places anywhere. 
A pity that over 300,000 people have to live there. 
Sumgait used to be one ofthe main suppliers of 
chemical products to the Soviet market. In the city's 
industrial park, three dozen heavy industrial plants 





form a vast Orwellian wasteland of grey debris and - 


broken concrete, rusting factories and abandoned 
railway tracks. Getting out of the carat one chemical 


factary, the western visitor gasps at the throat-catch- 


ing stench of chlorine. “Perfume”, laughs the dep- 
uty mayor who is acting as host. The sulfanol plant 
down the road, a three-dimensional crossword of 
corroding pipes, does not smell of roses either. But 
Zina, a sturdy shiftworker in a purple headscarf, 


oblivious to the stench, proudly explains how the 


machinery works. With most Sumgait factories 


A working at only 20-30% of capacity, and many idle 
_ altogether, Zina is lucky to be at work. 


| Sumagait is not only a dark testimony to the envi- 
ronmental costs of Soviet central planning, it is also 
a reminder of the economic problems that Azerbai- 


jan and the other Caspian. petro-states. face. Only 


half an hour from booming Baku, it is a town in 
desperate decline: its filthy and inefficient factories 


have no markets; their employees are, in effect, 





ithout jobs. And it is not alone. In Kazakhstan, 


“whieh has similar industrial hell-holes, the mF 
puts hidden unemployment at about 20%. 


For all the promise of future resource riches, the 


. Caspian states are stuck with the same grimy legacy 


that: communism left behind oe the. mE 









mer Soviet Union: bankrupt factories making 


goods that nobody wants; huge chunks ofthe popu- 


lation living in poverty on collapsing state farms; 
weak yet intrusive bureaucracies filled with armies 
_of underpaid and corrupt officials; and thin, wob- 
bly financial sectors. The most urgent task those 


countries face is to turn this mess into a functioning 
market economy. 


Cursed with wealth 


Unfortunately resource wealth will com plicate that 


task. The developing world is strewn with countries 
where sudden natural-resource booms turned out 


to hinder rather than help growth. Just think of Ven- 


ezuela, Ecuador and Nigeria, which became rich 
overnight after the 1970s oil shocks but found their 
wealth became a curse.Their agriculture and manu- 
facturing industry languished as oil revenues 
pushed up the real exchange rate, rendering most 
other exports uncompetitive, a phenomenon econ- 
omists call “the Dutch disease" (because it was first 
observed in the Netherlands, where the develop- 


ment of natural-gas deposits in the 1960s caused. | 
manufacturing industry to shrink). Nigeria's realex- 
change rate more than doubled by the end of the 


second oil shock. By the end of the 1970s, the coun- 
try’s non-resource economy was 29% smaller than it 
would have been without the oil boom. - 

Do the Caspian states face the same fate? They 


are certainly at risk. In Azerbaijan and Turkmeni- 


stan the oil and gas sectors respectively already ac- 


count for a larger share of Gp» than they did in Ec- 
uador or Nigeria before the oil boom. And if 


production Of oil and gas increases, this share will 
rise sharply. Five years from now, for instance, Azer- 


 baijan's oil sector will contribute almost 30% of 


GDP (compared with less than 20% in 1996), and 


could soon go much higher still. 


Once the oil firms have recouped their invest- 


: ment costs, the Caspian governments will start re- 
 ceiving large sums in oil revenue. According to one 
"conservative estimate, Azerbaijan’s government 


will get $1 billion of oil revenues a year by 2002, 


. risingto$5 billion-6 billion a year by 2010—almost 
twice the country's current GDP, and more than ten 


times its 1996: tax revenue. In Kazakhstan the poten- 
tial impact is equally mind-boggling. 
For this. money to promote general economic 


prosperity, the Caspian states must meet three con- 
 ditions. First, they must maintain macroeconomic 
stability, encourage saving and foster free trade. Sec- 


ond, they must restructure industry and agriculture 


and ensure that workers have the right skills to~ ha 


move between them. Third, they must ensure that 
the oil and gas wealth is spent carefully and wisely, 
not squandered by a corrupte elite: mme wR 
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3 During dc past e come: obs years, many Sabian 


- countries have made spectacular progress on sta- 


bilising their economies. The turnaround in Geor- 


- gia has been the most impressive: its inflation rate 


has come down from an unimaginable 15,000% or 


Soin 1994 to a modest 8% in 1997. Azerbaijan went 


from 1,800% in 1994 to 5% in 1997 (see chart 4). Ar- 
menia, Kirgizstan and Kazakhstan now also have 
low or lowish nen 






oil on troubled: waters 


-Only Turkmenistan and Uzbekistan lag in this first 
stage of reform. Ashgabat is one of the few former 
- Soviet capitals where state shops are still filled with 
rows of identical products no one wants to buy. 


Both the Turkmen manat and the Uzbek sum trade 


-ata deep discount on the black market. Uzbekistan 


formally introduced a dual exchange rate on Janu- 


ary 1st 1997, after a poor cotton harvest caused a 
- government panic about declining reserves. Only 
 importers of "priority" goods have access to foreign 
‘|. exchange at the official (overvalued) rate of 82 sum 


per dollar. For everyone else the black market rate is 
around 180 sum per dollar. 

. Turkmenistan is the only former Soviet country 
never to have had a reform programme with the 
IMF. Uzbekistan's was suspended last year. The 
leaders of both countries insist that the “neo-lib- 


. eral" approach to economic reform is inappropri- 
f ate for their circumstances. Uzbekistan's president, 
. Islam Karimov, claims to have found an “alterna- 





ive” development strategy of his own. He has writ- 





En - destroy the old house before you build a new one.” 






Uzbekistan's strategy is more akin to the Latin 


. American "import substitution" model of the 
- 1970s, which involved subsidising strategic domes- 
“tic industries and protecting them through ex- 
change controls. That model proved disastrous in 

Latin America, and there are no grounds for greater 
optimism in Central Asia. Both Ashgabat and Tash- 
“kent lack the vibrant private sector evident in other 


Caspian capitals. Foreign investors who rushed 
into Uzbekistan early on, seduced by the prospect 
of selling cars and cosmetics to 24m consumers, are 
now less optimistic. The flow of new investors has 


-slowed sharply, and some are even pulling out 


again. Doing business in an economically unrecon- 
structed country without a convertible currency is 
just too difficult. 

The biggest threat to Mr Karimov’s strategy is 
that his country may run short of foreign-exchange 
reserves. Although Uzbekistan’s. natural resources 
are more modest than those of the other Caspian 
petro-states, higher gas production, faster gold ex- 
traction and bigger cotton harvests could keep im- 
port substitution going for a while yet. But in the 
long run, its chances of broad economic prosperity 
are slim. 

Macroeconomic stability and a convertible cur- 
rency may be necessary conditions for successful 
economic transformation and for avoiding the 
“Dutch disease”, but they are far from sufficient. In 
an excellent new study*, Christoph Rosenberg and 
ka Saavalainen, two economists at the IMF, ex- 
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en a number of rambling books on the Uzbek. 
- economy, filled with useful advice such as "Never 






Consumer prices . 


amine what else must be done. They point out that 
in real terms the currencies of the former Soviet 
countries are still greatly undervalued, giving these 
countries more leeway than, say, Venezuela or Nige- 
ria had at that point. Nonetheless, real exchange 
rates in the petro-rich Caspian siates have risen 
faster than in other former Soviet countries as ser- 
vice-sector prices have shot up. Early symptoms of | 
the Dutch disease are in evidence even before the 
oil and gas has started flowing in earnest. 


Fighting off Dutch disease 

How can the illness be contained? Policies to en- 
courage saving, the sufferers hope. will reduce the 
demand for foreign capital. One way is for govern- 
ments to run tight budgets; another is pension re- 
form. Here Kazakhstan is blazing a trail: at the be- 
ginning of this year it introduced a new private 
pensions system along Chilean lines. 

Another, equally important, remedy is to im- 
prove productivity in industry and agriculture, 
both through privatisation and through restructur- 
ing. Small-scale privatisation, especially of retail 
shops, is virtually complete everywhere except in 
Tajikistan and Turkmenistan, but medium-size 
and bigger firms are behind. Although there has 
been some form of mass privatisation in most Cas- 
pian countries, the results have been mixed. Geor- | 
gia and Armenia have sold off many of their state . - 
firms using vouchers. In Uzbekistan, however, the 
introduction of privatisation "investment funds" 
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m gic investors. Large chunks of the oil, power genera- 
E| tion and distribution industries moved into pri- 
vate ownership. But recently the programme has 
slowed down. In Azerbaijan, where large-scale pri- 


past year, according to the European Bank for Re- 
construction and Development (EBRD). Not sur- 
prisingly, Uzbekistan and Turkmenistan have seen 
little industrial restructuring. 


At one extreme lie Uzbekistan and Turkmenistan, 
where important crops such as cotton are still orga- 


lies Armenia, where rural reform is virtually com- 


owned or leased (some countries, such as Kirgiz- 
stan, do not allow private land ownership) But ev- 
erywhere market-based distribution networks and 
access to credit remain woefully inadequate. 
 Financial-sector reform—another main ingredi- 
ent for an efficient economy—follows a similar pat- 
tern, with Uzbekistan and Turkmenistan furthest 
behind (in Ashgabat, credit cards are almost un- 
heard of) and Kazakhstan and Georgia furthest 
ahead ne at lobby in Almaty has an ATM ma- 


Before they can AN EARLY-AFTERNOON visit to the Azerbaijan 
: cope with the oi] 4 X cabinet of ministers does little to instil confi- 
: Ith, th dence in the country’s bureaucracy. Virtually every 
wea © office along the buil Iding’s endless. corridors is 
T dh . Caspian's empty: thecivil servants have probably left for their 
ureaucracies need “real” jobs, perhaps as taxi drivers or traders. A 
a giant spring- drive past the State Customs Service proves even 
clean 





swankiest government buildings in Baku are sev- 
eral fancy western cars, well beyond the (official) 
means of any Azeri bureaucrat. 
Weak and corrupt bureaucracies abound 
throughout the post-Soviet world, but the Caspian 
states seem to have more than their fair share. Graft 
is pervasive at every level of government, though at 


. never reached the budget. The word in Baku is that 
- backhanders above $100,000 are apportioned by 
the Azeri cabinet. There can be little doubt that the 





ee political e es throughout the Caspian live rather . 
ME bette than they could on their official salaries (a _ 


n Azerbaijan earns about $600 a month). 





baijan virtually all public positions that in- 
he collection of money must be bought. The 
ofa tax inspector, for instance, might cost about 
_ $50,000 up front. In Uzbekistan the going rate for 
an import licence is 10% of the value of the goods. 
Every part of the public sector is included in the 





priv: 
| through voucher schemes or sold directly to strate- 


Agricultural reform, too, has been a mixed bag. 


nised in the same way as in Soviet days. Attheother - 


plete. Elsewhere some rural land is now privately > 


more depressing: lined up outside one of the - 


the top itis difficult to prove. In Kazakhstan, for in- 
stance, a $500m cash payment made by Mobil for 
some of its share in the Tengiz oil field allegedly 


d-ranking corruption is more formalised. In - 


s since 1994, leaving only 42. Most Uz k banks are | 
_ state-owned and bankrupt. Competition: is pre- 

vented by an absurd banking law that stops any : 
company from using more than one bank. Very few |.- 





companies apply western accounting standards. - 
— Kazakhstan, by contrast, uses such standards 
more widely, and has several strong banks. Its other 


. financial institutions are also the most advanced 
vatisation did not stárt until 1997, the private sec- — 
tor's share of Gp» has risen from 25% to 40% in the 


among the Caspian states. True, Almaty’s new stock- 


market has only 12 listed companies, but a number 
- of shares are traded over the counter. Several for- 


eign funds, such as AIG, Global Securities and Re- 
gent Pacific, are keen to invest in the country's na- 
scent equity market. Following two successful 
Eurobond issues in 1996 and 1997, some Kazakh 
banks were close to tapping global bond markets, at 
least until the Asian crisis. 

In short, some Caspian countries have pro- 
gressed faster than others, but all of them have a 
long way to go before they become efficient market 


economies. And there are many other things their _ 
governments still need to do to get their countries .| 


ready for an oil boom: they must set up transparent 
systems to deal with the oil wealth; they must bear 
down on corruption and theft; they must resist the 
temptation to waste resources; and they must en- 
sure that they have the institutions and the legal sys- 
tems that will draw in foreign investors beyond the 
oil sector. Are the Caspian’s bureaucrats and politi- 
cians up to the task? 





Put your house in order 


game. According to Nurbulat Masanov, a professor 
of political science at Almaty university, many aca- 
demics have begun to take bribes from their stu- 
dents. A good grade on a term paper will command 
$10-20. Passing a difficult exam could cost as much 
as $200. The World Bank has estimated that in Azer- 
baijan informal payments for health services (such 
as bribes for access to doctors, hospital beds and 
medicines) run to 5-6% of GDP, compared with oniy 
2% spent on health by the government. | 
Rankings compiled by the EBRD suggest that Ta- 
jikistan is the most corrupt country in the region, 


and Georgia too suffers badly from graft. The other 
countries are not far behind (see chart 5 on the next 
page) Other sources disagree on the order, claiming 


that oil-rich Kazakhstan and Azerbaijan are even 
more prone to corruption than the rest. But nobody 
disputes that all the Central Asian countries have a 
considerable problem. | 


A legacy: of graft | 
In part, corruption in the Caspian i is a legacy of the 
old Soviet regime. In its declining years the commu- 


. nist system lived on bureaucratic fiddling, particu- 
larlyin Central Asia. Sharaf Rashidov, first secretary 


of the Uzbek Communist party during the Brezh- 


nev era, became famous for milking the Soviet trea- | - x 
sury of $2. billion by falsifying the cotton. produc 


tion statistics. Uzbeks now regard him as a hero. . 


More recently, as the planned economy: ‘has : | 
crumbled, the half. reformed pue that bas as taken: is 
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its pa cries out t for backhanders Factoties with 
. no clear owners employ many phantom workers; 
companies with no markets resort to complex bar- 
ter deals, with every party taking a cut; state banks 
with no. shareholders dole out credit to their 
friends, for a fee: When Hurricane Hydrocarbons, a 
Canadian oil company, took over Yuzhneftegaz, a 
Kazakh state m, in 1996 and introduced elec- 
tronic ident s for its employees, 300 people 
ared. overnight. 
of petty corruption is generated 
| by excessive government regulation administered 
by officials on miserable salaries. A civil servant in 
Azerbaijan earns an average of $30 a month. Many 
Central Asians spend more than that on cigarettes. 
They have little choice but to supplement their in- 
come by moonlighting or, more likely, with bribes. 
The opportunities for extracting them are end- 
less. Businessmen, whether local or foreign, must 
| have innumerable permits, adhere to countless 
| health, safety and environmental rules, and battle 
s | through (or evade) an often draconian tax system. 
4" According to the EBRD, throughout the former So- 
| vietUnion "taxation is one of the biggest problems 
facing foreign i investors". Unfair and unpredictable 
tax regimes encourage tax avoidance, which in turn 
breeds corruption. Official tax revenues are 
| shockingly low: in Georgia, for instance, they 
| amount to only 9% of GDP. 
| Much of the corruption could thus be viewed as 
| analternative tax system. Since official tax revenues 
__ and civil servants’ salaries are nugatory, it might be 
argued, consumers of public services (such as for- 
_ eign investors requiring permits, or the sick requir- 
+ ing medical treatment) pay for those services di- 
rectly. However, this kind of informal taxation is 
. | not only unfair, it is also enormously inefficient. A 
^4, slew of recent academic research has shown that the 
- <- } credibility of government institutions, and particu- 
| larly the level of corruption, has a big impact on a 
‘country’s growth rate. Broadly speaking, the more 
corrupt a country is, the more slowly it is likely to 
- grow. In its World Development Report last year, 
1. the World Bank pointed out that corruption in the 
| former Soviet Union was higher, and government 
| institutions less credible, than in any other devel- 
| oping region. 
| Prepare t to berich.. 


For the Caspian pono stes the implication is that 
| they will have trouble managing huge wealth effec- 
| tively, and are unlikely to attract much-needed for- 
| eign investment outside the extractive industries. 
| 
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Fortunately they have a few years in hand before the 
oil revenues build up. But they will have to hurry to 
create an effective government machine that can 
| cope with them. 
Most urgently, they need to simplify their tax 
| and regulatory systems to provide less opportunity 
for corruption. Progress on this score is mixed. Kaz- 
| akhstan, for instance, is commendably cutting its 
| income-tax levels, but has set up a new investment 
| agency with powers to give tax breaks to foreign in- 
vestors, which seems to offer plenty of scope for 
graft. Uzbekistan, too, gives large investors a special 
deal that leaves plenty of room for interpretation. 
Tm Reform of the public sector itself should also 
i; have high priority. Fewer, better-paid bureaucrats 
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would be less tempted to top up | 
their salaries, and a more transpar- 
ent government structure would 
leave less room for graft. Here, too, 
Kazakhstan has made the most pro- 
gress, slimming its government 
from 47 te 14 ministries and prun- 
ing many thousands of bureaucrats. | 
With the help of the mmr and the 
World Bank, it is now introducing 
expenditure control and public-re- 
source management. 

Azerbaijan has started discuss- 
ing such reforms with the Worid 
Bank, but for the moment its public- 
sector books are far from transpar- - 
ent. For example, SOCAR, the state 
oil company, formally consists of 17 
companies with 17 sets of accounts. 
They are not consolidated, leaving plenty of loop- 
holes for money to "disappear". In Turkmenistan, 
the official government budget is virtually mean- 
ingless because many of the more important minis- 
tries (including the oil and gas one) keep their own 
separate books. 


. . then spend your money wisely 
Such basic public-sector reforms are vital for effec- 
tive government anywhere, but a!l the more so for 
natural-resource-rich countries. To ensure that oil 
and gas revenue is not wasted or. immediate con- 


sumption or white-elephant projects, governments - 


must plan carefully. First, where should the revenue 


go? In Azerbaijan, after much wrangling, the IMF 


ensured that the early oil bonus payments and reve- 
nues go into a special account at the central bank, 


and are then kept in dollars abroad until they are — 
fed into the budget on a predetermined schedule. . 
However, this method complicates the role of the. 
central bank. A better long-term solution would be - 


an offshore trust fund to keep oil revenues out ofthe 
country until they are spent. —— 

Deciding how to spend them is even trickier. To 
avoid real exchange-rate appreciation and build up 
a safety net for when oil prices drop, it makes sense 
to invest oil revenue abroad (as the Kuwait Invest- 
ment Office does). But the Caspian ‘countries’ own 
investment needs—particularly in infrastructure— 
are so vast that constructing such a safety net would 
be politically impossible, at least in the short term. 


A wise government would draw up careful public- - 
investment plans to ensure the money was not 


spent all at once, and avoid wasting it on propping 
up ailing enterprises. It would allocate some oil 
money to import-intensive infrastructure projects 


in transport and communications, and also put _ 


some of it into education and health. Nigeria is an 
example of what not to do: it spent its oil wealth 
almost before it arrived, much of it unwisely, such 


as by expanding the public sector. Bycontrast, Indo- g 


nesia, corruption notwithstanding, prudently used 
oil revenue to boost productivity in non-oil sectors. 
Once oil revenue has started to arrive, the 


chances of serious reform will decline sharply as 


vested interests set to work. Today, change is still 


possible. But it depends on far-sighted political 


leadership, and that cannot be taken for granted. 
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This survey has drawn 
on many sources, in- - 
cluding particularly | 
helpful conversations — - 
with Thane Gustafson, . 
Laurent Ruseckas, Fred 
Starr, Peter Schwartz, Er 
ders Wimbush and DX 
iel Yergin. Useful books 


by Dilip Hiro. 
HarperCollins, 1995. . 
“Strategic Geography 
and the Changing Mid- 
dle East", by Geoffrey ` 
Kemp and Robert E. 
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Do the Caspian's 
leaders have what 
it takes to run 
stable petro- 
economies? 





Likely lads 


MAGINE the leaders of Central Asia and the 

Caucasus gathering for dinner. Eight middle- 
aged to elderly men sit around the table, talking in 
Russian, the language they all have in common. 
They could be reminiscing about old times: almost 
all of them are former communists, and many had 
illustrious careers under the Soviet regime. But they 
are bickering about the seating plan. 

By age, the evening's senior statesman is Heidar 
Aliev, the 74-year-old president of Azerbaijan and a 
formidably enduring politician. Once head of Azer- 
baijan's KGB, he was appointed to the Soviet polit- 
buro in the early 1980s to surpervise a crackdown 
on corruption. Despite his age, Mr Aliev is the most 
vigorous orator at the table. 

Seated as far away from Mr Aliev as possible (the 
two are engaged in a row over oil rights in the Cas- 
pian) is Saparmurat Niyazov, president and prime 
minister of Turkmenistan. Mr Niyazov eats care- 
fully—he has recently undergone heart surgery—but 
talks grandly about his country's gas reserves and its 
foreign policy of “positive neutrality”. He has 
brought some photographs of his latest con- 
struction project: a huge "Neutrality Arch" 
being built next to his palace in Ashgabat. 
Four huge, angled columns will support a ro- 
tating restaurant, topped by a rotating statue 
of Mr Niyazov. 

Tired of Mr Niyazov's self-glorification, 
most of the guests have now turned to listen 
to the conversation between Nursultan 
Nazarbaev, president of Kazakhstan, and Is- 
lam Karimov, president of Uzbekistan, each 
of whom considers himself the most impor- 
tant leader in Central Asia. Mr Karimov, an 
engaging and impressive speaker, explains 
why Uzbekistan's path to development is far 
superior to that of its neighbours. In his 
country, he points out, electric power is plen- 
tiful and pensions are paid on time. He offers 
Mr Nazarbaev one of his many economic 
tracts. But Mr Nazarbaev, a youthful 57-year- 
old who is fond of playing tennis and climb- 
ing mountains, has recently published his 
own vision ofhis country's future. In contrast 
to Mr Karimovs muddled tomes, Mr 
Nazarbaev's "Kazakhstan 2030" is for the 
most part a sensible blueprint for creating a 
diversified market economy, albeit inter- 
spersed with occasional hyperbole. Kazakh- 
stan, he says, could be the “snow leopard” of 
Central Asia—presumably a cousin of the 
Asian tiger. But does he know that snow leop- 
ards are on the endangered-species list? 

Close by is Askar Akaev, a former physi- 
cist, who is the leader of Kirgizstan. With his 
enormous eyebrows raised animatedly, Mr 
Akaev is discussing the "Central Asian 
Union"—a nascent attempt at regional co-op- 
eration between Uzbekistan, Kazakhstan 
and his own country. All three Central Asian 
presidents, and particularly Mr Karimov, are 
probing Imamali Rakhmonov, president of 


Tajikistan, about the prospects for his country's 
fragile peace. 

At the other end of the table sit the two other 
Caucasus leaders. Edward Shevardnadze, now 
Georgia's president and formerly the Soviet 
Union's foreign minister, is easily the most urbane 
man at the dinner. He is touting plans to create a 
trans-Caucasian transport corridor. Meanwhile 
Levon Ter-Petrosian, president of Armenia, is trying 
to explain to his colleagues why Armenia is cosying 
up to Russia, and whether he is really interested in 
peace with the Azeris. 


The power and the glory 


Such a scene is fanciful, but it makes an important 
point: the Caspian's fate can be determined around 
a dinner table. More than anything else, this hand- 
ful of powerful leaders, with their strengths and 
weaknesses, rivalries and visions, will shape the re- 
gion's future. 

Broadly, the Caucasus has strong presidents, 
whereas Central Asia has dictators. At one extreme 
lies Turkmenistan, where Mr Niyazov, who has 
adopted the title "Turkmenbashi" (Leader of the 
Turkmens), combines an extreme personality cult 
with a police state. Ashgabat is littered with huge 
posters of him. Uzbekistan’s Mr Karimov does with- 
out the personality cult, but has no truck with oppo- 
sition either. His country has not only the biggest 
army in Central Asia, but also the biggest internal 
security force, numbering 15,000. In both Uzbeki- 
stan and Turkmenistan, the parliaments merely 
rubber-stamp government policy, and any dissent 
or even criticism is rapidly squashed. 

Kazakhstan's Mr Nazarbaev practises a more so- 
phisticated form of authoritarianism. He governs 
with a handful of loyal henchmen, such as Nurlan 
Balgimbaev, the current prime minister, carefully 
playing them off against each other so that none of 
them can challenge his position. Mild public criti- 
cism is tolerated, although there are signs of increas- 
ing heavy-handedness. For instance, last December 
Pyotr Svoik, a leading opposition figure, was beaten 
up, in all probability by Kazakh security forces. 

The Caspian's leaders match their aversion to 
any opposition with a penchant for nepotism. In 
Azerbaijan and Kazakhstan, in particular, the 
strongmen's relatives have done well. Ilham Aliev, 
the president's son, is a senior figure in SOCAR, the 
Azeri state oil company. The president's son-in-law 
is the country's deputy foreign minister and ambas- 
sador to London. Mr Nazarbaev has spread his fa- 
vours even more widely: his daughter runs the state 
television company, his son-in-law is head of the 
tax police and a relative of his is head of the power- 
ful foreign investment committee. 


Nation-builders .. . 


Dwelling solely on these flaws, however, does the 
Caspian’s leaders an injustice. Except perhaps for 
Mr Rakhmonov in Tajikistan, they have all played a 
vital part in ensuring their countries’ indepen- 
dence and stability. Only four or five years ago, few 
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western observers believed it could be done. The 
Caspian’s economies were a mess, and several 
countries were engaged in bloody violence (Arme- 
nia and Azerbaijan were at war over Nagorno-Kara- 
bakh, and Georgia faced secessionist rebels in Ab- 
khazia and Ossetia). Russia was a powerful but 
disruptive force in the region. 

Within just a few years, the strongmen have as- 
serted internal control, and most of the violence 
has been quelled. Not that the dispute over Na- 
gorno-Karabakh has been resolved: Armenians still 
occupy 20% of Azerbaijan and, according to the 
government, one in five Azeris is still a refugee in 
his own country. But for now it has moved from the 
front line to the negotiating table. Abkhazia, for its 
part, remains cut off from the rest of Georgia, its sta- 
tus unresolved, but even there violence has become 
local and occasional. And after five years of civil 
conflict, Tajikistan’s president has achieved a frag- 
ile coalition with the Islamic opposition. 

Another spectre that has long haunted western 
diplomats has also been kept at bay: surging Is- 
lamic fundamentalism. In the early 1990s an army 
of clerics, bearing Korans, descended on Central 
Asia, but there are few signs of a dangerous Islamic 
revival. Traditional Turkmen women wear head- 
scarves, as they have always done, but the fancy 
mosques built around Ashgabat are often empty. 
Only in Tajikistan is religion a powerful political 
force, and even there the Islamic opposition claims 
to have no time for Iranian-style fundamentalists. 
Some leaders, notably Mr Karimov, overtly repress 
religious activism. Elsewhere the authoritarians, 
confident of their power, tolerate Islam. 

The collapse of Russian control has been 
equally striking. Uzbekistan and Azerbaijan 
proudly claim to have no Russian troops on their 
territory. Other Caspian countries still have Rus- 
sian bases and Russian border guards (whose main 
activity seems to be drug smuggling and trade in 
counterfeits. But only Armenia actively fosters 
close military relations with Russia. 

Each Caspian country's relationship with Rus- 
sia depends on its particular circumstances and its 
leader's style. Kazakhstan, with a 6,500km joint bor- 
der and around a third of its population of Russian 
origin, has been keen to stay cordial. Even so, Mr 
Nazarbaev has taken a few precautions. His deci- 
sion to move his country's capital from Almaty in 
the south to Akmola, a windswept town in the Rus- 
sian-dominated northern steppe, was meant to dis- 
courage any thought of secession by Russians in the 
north. Uzbekistan, with a much smaller Russian 
population and no joint border, has less need to 
humour the Russians, and Mr Karimov has care- 
fully nursed his relations with America. 

The Caspian leaders have used three broad 
strategies to enlist international support for their 
nation-building efforts. Some have harnessed the 
idea of the *model reformer". Mr Akaev, for in- 
stance, has played masterfully on romantic notions 
of a mountain democracy with a free-market econ- 
omy (“the Switzerland of Central Asia") to win west- 
ern support. Others have portrayed themselves as 
essential strategic buffers, both against Islamic fun- 
damentalism and against Russian expansion. Yet 
others rely on appealing to commercial interests. 
Mr Aliev's and Mr Nazarbaev's love affair with for- 
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eign oil companies is partly motivated by the 
need for foreign capital, but partly also by 
geopolitics. They know that when American 
oil companies have invested billions of dol- 
lars, the State Department listens. 


... but not democrats 


So far the political skills of the Caspian lead- 
ers have served their countries well. But en- 
suring independence and stability is no 
longer enough. These countries must now 
create durable political structures and insti- 
tutions, and their present leaders may not be 
the best people for the job. 

Only the naive (of whom there are many, 
particularly in western aid agencies) would 
claim that the Caspian states can become 
model democracies overnight. Central Asia, 
in particular, has no experience of represen- 
tative democracy. Before the Soviet dictators, 
it was emirs, khans and other traditional el- 
ders who ruled. Today's opposition—where 
it exists at all—is usually small, divided and 
hard to take seriously. Hear a member of the 
Kazakh opposition discuss economic policy, 
and you will become a fervent supporter of 
Mr Nazarbaev. 

Worryingly, politics in most of Central 
Asia is not even moving in the right direc- 
tion. Mr Akaev, the West's democratic dar- 
ling, seems to have become less broad- 
minded of late, allegedly jailing Kirgiz 
journalists for critical articles. In Kazakhstan, 
the people themselves believe their country 
is becoming more authoritarian. An opinion 
poll conducted in 1996 by the International 
Foundation for Election Systems found that 
only 35% of Kazakhs classified their country 
as a democracy, whereas 44% said it was not. 
And, by a margin of two to one, Kazakhs said 
their country was moving away from rather 
than towards democracy. Uzbekistan is still a 
police state, even though Mr Karimov may 
have become more subtle in his repression. 
And in Turkmenistan Mr Niyazov's grip on 
power is becoming ever more maniacal as ill- 
ness raises rumours about his future. 

One of the few to buck this trend is Geor- 
gia's MrShevardnadze. He, too, is keeping his 
presidency strong, but he has also encour- 
aged the emergence of perhaps the most in- 
dependent and reform-minded parliament 
in the region, full of young, energet:c (and of- 
ten western-educated) democrats. Over the 
past two years the parliament has passed 300 
laws, details of which are available on its 
Web site (www.parliamentge) Nor is it 
afraid to flex its muscles: when a year ago it 
threatened to impeach two ministers for mis- 
conduct, Mr Shevardnadze had to sack them. 

Such institution-building is vital if these 
countries are not to be dominated by 
cronied elites, and if they are to survive a 
change of leadership without serious up- 
heaval. But the record so far is not promising. 
That is the single biggest cloud over the Cas- 
pian's future. 
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It could go 
either way 
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Not home diy yet 





Fortune’s wheel 


JA every smart hotel in the Caspian region 
has a casino, and every casino is thronged with 
the local nouveaux riches chancing their luck. At 
five o'clock on a Friday afternoon, the roulette table 
at Baku's Hyatt Regency is crowded with young 
Azens. As the cigarette smoke swirls around the 
glamorous Russian croupier, the bets are placed 
(usually several hundred dollars a throw), and the 
wheel starts to spin amid growing excitement. Ev- 
ery gambler stares, mesmerised, waiting for his win. 

In much of the Caspian today, the mood echoes 
that of the casino. Oil companies, foreign govern- 
ments, local political leaders and ordinary people 
alike are obsessed with the big prize of natural-re- 
source riches. For some, the gamble looks likely to 
pay off. Not all the oil companies will come up 
trumps. There will be unexpected delays, unfore- 
seen expenses and problems with pipelines. But, 
unlike five years ago, even the most cautious crystal- 
gazer can now be sure that the Caspian will become 
a substantial oil and gas producer. 

What that will mean for the area’s geopolitics is 
less clear. Yesterday’s concerns—about Russian he- 
gemony and surging Islamic fundamentalism— 
may have faded, but new priorities have not yet 
crystallised. New economic and infrastructure 
links are being built in every direction. A genera- 
tion hence, these links will 
surely have generated closer 
political ties with neigh- 
bouring powers. China will 
be a bigger player in Central 
Asia, as will Iran. But will 
these be partnerships be- 
tween prosperous, outward- 
looking and independent 
countries, or will the Central 
Asians become client states? 

Much depends on how 
they get on with each other. 
Today’s rivalry and suspi- 
cion within the region do 
not bode well. It is discour- 
aging, for instance, to see 
Turkmenistan and Uzbeki- 
stan strive for self-suffi- 
ciency in wheat rather than 
import it from grain-rich 
Kazakhstan. And if Armenia 
and Azerbaijan cannot com- 
promise over Nagorno-Ka- 
rabakh, there is little hope 
for a truly stable Caucasus. 
The fate of the region’s im- 
mediate neighbours will 
also make a difference. If Af- 
ghanistan’s chaotic disinte- 
gration continues, a genera- 
tion from now the country 
could cease to exist, its eth- 
nic groups divided among 
its neighbours Uzbekistan, 
Iran and Pakistan. 
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Much depends, too, on how foreign powers use 
their influence. Although Russia is too weak to re- 
conquer the region, it is strong enough to threaten 
its stability and jeopardise its prosperity. Even with 
new pipelines, Russia will retain considerable con- 
trol over Central Asia’s natural-resource exports; 
and despite ignominious defeat in Chechnya, the 
Russian military remains a force to be reckoned 
with. To flourish, the Caspian needs Russian com- 
mercial, strategic and military decisions informed 
by enlightened self-interest. Whether that can be 
achieved depends, in turn, on continued reform in 
Russia itself. 

America, although too distant to exert domi- 
nant influence, is important enough to affect the 
options: witness the effect of its sanctions policy to- 
wards Iran. For much of the early 1990s America 
dismissed Central Asia as Russia’s backyard. Now it 
views it mainly through the anti-Iranian prism. For 
the Caspian region, being a pawn in a bigger game 
is an invidious position to find itself in. 


Norway or Nigeria? 

But the Caspian countries’ fortunes will depend 
most of all on what they can do for themselves. Op- 
timists construct rosy scenarios in which the coun- 
tries with the biggest resources—Kazakhstan, Azer- 
baijan and Turkmenistan—use their mineral 
wealth to speed up economic development. With 
flexible and efficient markets, they should be able to 
build economies based more broadly than just on 
oil or gas. Through careful investment in infrastruc- 
ture and education, the riches could be widely 
spread. Uzbekistan could abandon its introversion 
and become the economic hub of Central Asia, with 
a large domestic market and a diverse export base. 
Georgia and Armenia could flourish as entrepót 
economies, exploiting their geographical advan- 
tages and piggy-backing on the resource boom. 
Even Kirgizstan and Tajikistan could become niche 
producers for a prosperous region. 

But a darker scenario of wasted resources, eco- 
nomic stagnation and ethnic strife is equally plau- 
sible. The spectre of Nigeria beckons. True, the Cas- 
plan region’s citizens are better educated than 
Nigerians; some of its countries have already intro- 
duced far more economic reform than Nigeria ever 
did; and its leaders have, so far, shown themselves 
to be cannier statesmen than their African peers. 
But, just as in Nigeria, authoritarianism, corruption 
and cronyism are rife. Unchallenged, these weak- 
nesses will prevent the region from fulfilling its 
promise. Its development will be slowed as foreign 
investors stay away; its integration will grind to a 
halt; and faltering economies will fuel ethnic ani- 
mosities. Today’s fragile stability could quickly dis- 
solve into violent chaos. 

This nightmare scenario is avoidable. Prescrip- 
tions exist for using oil wealth properly, restructur- 
ing economies successfully and building stable in- 
stitutions. The question is whether today's Caspian 
leaders are prepared to follow them. 





THE ECONOMIST FEBRUARY 7TH 1998 


To keep energy flowing, we're 
approaching things from a different angle. 


Sometimes the best way to get to the bottom of 
Q* things isn't straight down. For example, there are 
vast reserves of oil and natural gas in formations that are 
best approached sideways. So, by using advanced drilling 
technology and space-age guidance systems, we can now 


turn our wells horizontally from miles down and, in some 


instances, in multiple directions. Horizontal drilling can 


dramatically reduce drilling costs, but more importantly, i 
greatly expands the world's usable reserves. In many cases 
vertical wells that were near depletion have been convertec 
to horizontal and are now producing more abundantly thar 
before. The search for energy is critical to all of us. Horizonta 
drilling is one way we've turned the corner on it. To learr 


more, you can visit Mobil on the Internet at www.mobil.com, 
b" 


Mobil The energy | 


to make a difference. 





We have tools to help you develop the 
most important resource of all. 





The resource is people. The tools are education and training. We offer our 


partners these tools in many disciplines, from oil exploration to finance. 





We have even provided technical and academic courses at universities. 
These tools are offered to our emplovees in the countries where we operate. But, in the end, 


they benefit us all. Because by helping build a countrys  ghevron 


work force, we're also developing an industry's next Chevron 


generation of leaders The symbol of partnership. 








| ew skool ru les, O K? 


A new orthodoxy is being imposed on schools, replacing the “progressive” 
e ideasi in force since the 1960s. So has Britain got it right this time? 






r HE year of flower power and Sergeant 
Pepper was also the year that Lady 
< Plowden taught the schools to teach. Ac- 
-cording to legend in the education world, 
“Children and their Primary Schools", bet- 

ter known as the Plowden Report of 1967, 
. set offa revolution in the classrooms, as its 
groovy new “progressive” ap- 
proach to teaching swept away the 
fuddy-duddy “traditionalist” 
methods. blamed for boring gen- 
erations of pupils out of their 
minds. 

As with most legends, the truth 
is a little more complex. For in- 
stance, the committee chaired by 
Lady Plowden favoured external 
- inspection of schools, a view now- 
adays seen as traditionalist. And 
progressivism itself, — which 
stresses egalitarianism, learning 
by discovery and individualism, 
began way before the swinging 
sixties, with 18th-century radicals 
. like Rousseau. Nevertheless, 
: Plowden did accelerate the adop- 
. tion of progressive methods in 
Schools. And now, these are being 
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replaced with a “new” orthodoxy, which 


- owes much to traditionalism. 


In his annual report on February 3rd, 
Chris Woodhead, the chief inspector of 
schools and chief enforcer of the new ortho- 
doxy, said that it was catching on: there is 
more whole-class teaching, grouping of pu- 





Que to primary schools adopting such | 


| to help pupils working on individual pro- 
jects; mixed-ability teaching; and lessons _ 


= schools without any pressure from govern 
rnent, the new orthodoxy is being pro 



























ued | that iis c oe MYE in: scores 
in the national tests for it-year-olds was. 


methods. He has often blamed progressive 
methods for poor performance by schools: 
teachers dashing from table to table, trying - 


where self-expression counts for more than. T 
acquiri ng specific skills and knowledge. — 
‘Whereas Plowden’s ideas filtered into. 


moted vigorously by ministers and theii 
advisers. Last month, the government’ 
numeracy taskforce issued detailed guide- 
lines for primary schools, calling for one 
hour of mathematics every day and outlin 
ing an ideal structure for the lessons. Simi- 
larly, a literacy hour is being prescribed by . 
a taskforce on the teaching of reading and- 
writing. A nationwide chain of teacher- - 
training centres is being set up to dissemi- .. 
nate the new methods. i 

Before Plowden, whole-class teaching | 
got a bad name because it often led to. 
teachers droning on while their pupils. 
dropped off. The new orthodoxy calls fora - 
more interactive style of lecturing, in which. 
pupils are constantly called upon to an 
swer questions and make suggestions. For- 
this reason especially, the promoters of the - 
new orthodoxy dislike being called . 
traditionalists. ; 

. Butin many ways they are. They believe — 
in a common set of basic skills and knowl- 
edge that all children should acquire; pro- - 
| gressives rejected the traditional — 
idea of a universal canon of fun- — 
damental knowledge. Plowden _ 
leaned toward that view,stressing —. 
that all children are different and . 
arguing that schools should “ab 
low them to be themselves and to 
develop in the way and at the pace 
appropriate to them." 

In this, Plowden was heavily 
influenced by Jean Piaget, a psy- 
chologist who argued that chil- 
dren's ability to assimilate knowl- 
edge progressed at its own pace 
and therefore teachers should 
guide pupils to discover salen for 
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calls for sanctions as well as rewards: test- 
ing children and telling them if they fail; 
and “naming and shaming” consistently 
bad schools. This approach, like other areas 
of New Labour policy (see Bagehot), owes 
much to the work of behaviourists. 

Progressives saw competition between 
pupils or schools as divisive and regard the 
process of learning itself to be more impor- 
tant than measurable outcomes such as 
exam grades. The new orthodoxy believes 
in the power of competition and compari- 
son—so, more tests, more league tables and 
no more “non-competitive sports days”. 

Progressives were idealists and opti- 
mists, seeking an egalitarian Utopia and 
confident that schools were making good 
progress towards it. The new orthodoxy is 
more realistic, aiming for equal opportuni- 
ties rather than dreaming of equality. It is 
also more anxious, worrying that other 
countries' schools do better. Progressivism 
was holistic, favouring all-encompassing 
“projects”; the new orthodoxy favours dis- 
crete subjects, taught systematically, pref- 
erably using textbooks. Grammar and spell- 
ing are also back in vogue. Progressives felt 
that such conventions stifled creativity. 

What makes the promoters of the new 
orthodoxy so sure that they have succeeded 
where Plowden went astray is that there is 
now a far stronger body of evidence about 
which teaching methods seem to be most 
successful. In the 1960s external inspection 
of schools was rare, but in recent years the 
majority of schools have been inspected. 
And in Plowden’s day, there was nothing 
like the Third International Maths and Sci- 
ence Study, published in 1996, which com- 
pared the abilities of more than 500,000 
pupils in 26 countries. 

David Reynolds, chairman of the gov- 
ernment’s numeracy taskforce. says that the 
teaching methods he prescribes are ones 
that are common both in those British 
schools which get good inspection reports 
and in countries whose pupils perform 
best in international tests, 

Such has been the change in attitudes, it 
is hard to find unabashed progressives 
these days. Among the leading education- 
ists to have had the p-word thrown at him is 
Ted Wragg, professor of education at Exeter 
University and perhaps Mr Woodhead's 
chief critic. He says that the chief inspector 
is fighting an imaginary bogeyman be- 
cause only a few schools were "far-out pro- 
gressive” as opposed to mixing the best of 
progressive and traditional methods. 

Mr Wragg has doubts about the 
new/old methods now being urged on 
teachers. He argues that excessive use of 
whole-class teaching might mean pupils 
spending so long being lectured about 
mathematics that they never get to solve 
equations for themselves. He also points 
out that, although British pupils are worse 
than their East Asian counterparts at 
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arithmetic, they are better at higher-order 
mathematical skills such as geometry and 
handling data. Educationalists in countries 
such as Japan and South Korea, whose 
school systems are much admired by pro- 
moters of the new orthodoxy, worry that 
their pupils fail to develop the creativity 
that western schools seem to inculcate in 
their pupils. 


Exports 


After Plowden, some schools were so 
busy trying to foster their pupils' individ- 
uality that they neglected to teach them to 
read or do sums. Is Britain now in danger of 
making the opposite mistake? The hope is 
that schools will instead find the elusive 
happy medium and that, in 30 years' time, 
the pendulum will not have swung so far 
back that they need another Plowden. 





Hold on to your hats 


BIRMINGHAM AND LEICESTER 


Britain's exports are being weighed down by the strength of sterling against 
European currencies. And then there's the Asian crisis to worry about 


T ONE end of the machine is a roll of 
gossamer-light fabric. At the other, out 
pop mob-caps to keep food workers' hair 
out of your lunch. "We make about 1m of 
these a week,” says Richard Brucciani, “and 
250,000 chefs’ hats." From a factory on the 
outskirts of Leicester, Pal International, of 
which Mr Brucciani is chairman, sends 
most of its hygienic headgear abroad: last 
year, more than 60% of its £12.8m ($21m) 
turnover came from exports. Remarkably 
for a maker of chefs’ hats, the company's 
biggest export market is France. 

Unremarkably, the strength of sterling 
in the past 18 months—especially against 
European currencies—is worrying for ex- 
porters such as Pal International. When the 
pound was worth less than DM2.30 in Au- 
gust 1996, British exporters could scarcely 
fail to make money. Now, with sterling per- 
sistently at a shade below DM3, margins 
are too thin for comfort. 

Exporters complain as much about the 
speed with which sterling has climbed as 
about the level it has reached (see chart on 
page 62). Bill Good, managing director of 
Sterling Tubes, a Midlands company 
which makes seamless stainless tubing for 
the chemicals, gas and power industries, 
has reason to be worried. Sterling Tubes ex- 


ports about 80% of what it makes. "It's a se- 
rious effect, a price decrease on 8096 of your 
business," he says. The company's turnover 
was about £50m in 1996; last year, it may 
have fallen by a fifth. At least, adds Mr 
Good, Sterling Tubes has the security of be- 
ing part of a large group (its parent is 
Sandvik, a big Swedish firm). As chairman 
of a regional Confederation of British In- 
dustry committee, he worries more for the 
area's smaller engineering firms, supplying 
car parts and so forth. 

Even so, most economists have been 
surprised by the resilience of British ex- 
ports. Many, like Pal International, were 
protected for several months because they 
had bought insurance against currency 
fluctuations. Some have been able to re- 
duce costs by sourcing from abroad, which 
has become cheaper in sterling terms. 
Some have been protected by contracts 
with suppliers which lasted a year or two. 
Exporters have had to accept thinner mar- 
gins. Last year, for instance, Pal's export vol- 
umes went up, but their sterling value went 
down, because the firm has cut its margins 
in order to keep its markets. "The name of 
the dame is hanging on to your market 
share,” explains Mr Brucciani. "We're man- 
aging to do that in France, but not making 
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The cult of Diana 


Britain’s intellectuals are working overtime in an effort to make sense of the 
public reaction to the death of Princess Diana 


ing simulacrum” and her life a re- 
working of “Tristan und Isolde”? Did the 
masses who turned out to mourn on the 
streets of Britain identify with Diana be- 
cause she represented the “constituency 
of the rejected”? Or was all the public 
emotion really just grief with the pain re- 
moved—“grief-lite”? 
If you thought that there was nothing 
left to say about Diana, then think again: 
the torrent of comment is only just start- 
ing as academia applies itself to the task 
of Diana studies. The phrases above are 
lifted from recent articles in academic 
and literary journals. Critics and academ- 
ics who tended to dismiss Diana as an air- 
headed clothes-horse during her lifetime 
are now poring over her life, her death 


| 
AS Diana, Princess of Wales, a “liv- 


and, in particular, the public reaction to 
her death. 

In recent months publications as var- 
ied as the British Medical Journal, the 
New Left Review and Granta, a literary 
magazine, have printed screeds on the 
subject. One magazine, the Modern Re- 
view, even re-launched itself on the rather 
desperate premise that Britain was now 
living in a “post-Diana age”. 

The conference circuit is also buzzing. 
On February 5th the University of Kent 
| Staged a session entitled “New Sensibil- 
| ities: Reactions to the Death of Princess 
Diana and the Trial of Louise Wood- 
ward". The week before, a psychoanalytic 
conference at the University of East Lon- 
don featured a paper on "The Princess, 
the Premier and the People: Authority in 
New Britain". It is probably just a matter 
of time before we get a journal of Diana 
| Studies. 
| Many of these outpourings deserve to 

end up in the “Pseuds Corner" column of 
Private Eye. But for all that, an interesting 
debate is taking place about whether the 
public reaction to Diana's death will 
eventually be seen as an event of real his- 
torical significance, much as some his- 


in 1965 marked the final dividing line be- 
tween imperial and modern Britain. 

Broadly speaking, two schools of 
thought are emerging. The first argues 
that the public reaction to Diana's death 
marked a shift away from the hard-nosed 
individualism of recent years and a 
yearning for a more caring, communitar- 
ian society. The second school argues that, 
on the contrary, the events had conserva- 
tive, even reactionary implications. 

For the communitarians, the public 
reaction to Diana's death was linked to 
the electorate's rejection of the Tory party 
a few months earlier. According to this 
theory, uttered sotto voce by some of Tony 
Blairs advisers in the immediate after- 
math of Diana's death, the election of 
New Labour and the public mourning for 
Diana both showed a popular rejection of 
the values of Thatcherism. The public an- 
ger directed at the royal family for its al- 
legedly emotionless reaction to Diana's 
death is also said to have had a populist, 
anti-establishment edge. 

A paper delivered by Robert Young, of 
the University of Sheffield, was one of the 
first to take up this theme. He argued that 
the “outpouring of feeling is the moral 
and emotional equivalent of the recent 
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much money at it." 

Now, however, the strain on exports is 
beginning to show. Not only is the strength 
ofsterling finally having an effect, but there 
are signs that the Asian economic crisis is 
also hurting exports. A range of surveys 
points this way. The volume of goods ex- 
ported in the three months to November 
was 12% less than in the previous three 
months. In the cBr's January survey of in- 
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dustrial trends, the number of exporters 
with shrinking order books outweighed 
those with rising ones by more than 20% of 
the sample for the third quarter running. 
And this week a monthly survey by the 
Chartered Institute of Purchasing and Sup- 
ply also showed that exports were wilting. 
Curious though it may sound, for the 
British economy as a whole this belated 
slowdown is welcome. The rate of GDP 


election—a repudiation of the regime of 
meanness which existed from 1979 . . . we 
were all members of the 'constituency of 
the rejected’.” 

This argument makes a number of 
distinctly questionable assumptions. De- 
spite Diana's charitable work with AIDS 
patients and the homeless, it still seems 
paradoxical to regard a member of the 
royal family as the standard-bearer of the 
oppressed. The idea that most of Britain 
felt “rejected” after 18 years of Conserva- 
tism is also hard to square with the fact of 
four successive Tory victories at the polls. 

Interestingly, the most vigorous rebut- 
tal to the "constituency of the rejected" | 
line of argument has come not from the | 
right, but from the left. Elizabeth Wilson, 
writing in the staunchly socialist and re- | 

! 


publican New Left Review, argues that Di- 
ana's death, far from marking the dawn of 
a new caring, sharing society, was in fact a 
“profoundly conservative” moment. 
Rather than harnessing nascent anti- 
establishment feelings to his campaign 
for the “modernisation” of Britain, Mr 
Blair hijacked the moment to save the 
monarchy. Ms Wilson argues that the 
emotion on display was “soft-centred in 
the extreme” and implied no genuine 
commitment to more left-wing values. 
Her description of the emotional erup- 
tion following Diana’s death might yet 
stand as the epitaph of New Labour: “You 
could emote all you wanted without hav- 


ing to give anything up.” 
| 


growth last year, 3.5% or so, is more than a 
percentage point higher than Britain has 
managed in the past without sparking off 
inflation. The Bank of England hopes that 
this year the growth rate will fall. Its deci- 
sion on February 5th to hold interest rates 
unchanged at 7.25%, after increases total- 
ling 1.25 percentage points last year, indi- 
cates that it believes that the economic pace 
is slackening and that for now it has tight- 
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ed monetary policy enough: DA 
. Theidea that their pain is for the dténter 
-good is scant comfort for exporters. One 
-problem has been that rising interest rates 
have been among the forces propping up 
. the pound. Moreover, the Bank has said 
. that it expects sterling to be the main con- 
^ duit of the slowdown, by weakening both 
exports and the sales of firms that compete 
with imports. On top of all this comes the 
Asian crisis. The collapse of some curren- 
cies, above all in South-East Asia, has made 
. the pound's rise against the p-mark look 
gentle; and with some Asian economies flat 
on their backs, demand from that quarter 
may continue to shrink. 
Ü True, the direct effect of Asia on British 
. trade is unlikely to be huge: in the first 
^^ quarter of 1997 the whole continent (ex- 
cluding Japan) accounted for only 9% of 
- Britain's exports. Nonetheless, some com- 
 panies have a lot of money at risk in Asia. 
- And Asia’s weakness is already showing up 
_ in the latest trade figures. In the second half 
- of 1997, British exports to Thailand, at 
£380m, were 22% less than a year before; 
sales to South Korea, at £694m, were more 


























. . The Asian crisis, says Graham Green, 
managing director of W. Canning, a chemi- 
: cals firm in Birmingham, "has knackered 
-ten years’ worth of pricing strategy." Can- 
“ning, which has occupied the same site in 
-central Birmingham since 1785, has been 
trading in the Far East since the late 19th 
century. Most of its Asian business is with 
- relatively unscathed Hong Kong, Taiwan 
: and China: Mr Green opened a factory in 
. Shanghai in November. And in the longer 
. term, he is optimistic even about most 
` South-East Asian markets. Even so, the cri- 
. sisisstilla worry. 
A The reason is that Canning expects to 
. make high margins on the special chemi- 
.. cals it makes: the stuff that coats, say, car en- 
- gine parts and Honda's badges; or hydrau- 
_ lic fluids for controlling the flow of oil from 
_ offshore wells. But the collapse of South- 
-East Asian currencies has meant that the 
c. firm's local distributors can no longer turn 
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1 -a profit. To rebuild profitability, Canning 





cutting. costs in Birmingham and encourag- 
ing its distributors to try to rebuild margins 
by raising prices in local currencies. The ul- 
timate effect of the crisis, thinks Mr Green, 
will be to accelerate Canning’s plans to pro- 
duce a greater proportion of its output in 
Asia. 

Where can Britain’s exporters look for 
comfort? It would help a little if Asia recov- 
ered quickly; but that looks unlikely. It 
would help a lot if sterling weakened. But 
most European economies are still growing 
slowly, and there is uncertainty over how 
the European single currency will be man- 
aged: this is keeping European currencies 
subdued. And at home, interest rates will 
fall only when the Bank of England is sure 
that the economy has slowed enough. That, 
in turn, may require a weaker export per- 
formance. For exporters, life will probably 
get harder before it gets easier. 





The National Lottery 


Lotto nonsense 


N A pantomime, when Prince Charming 

. wins the day and the baddies get their 
just deserts, the audience cheers. It was a bit 
like that this week when Richard Branson 
won a libel case against Guy Snowden, a di- 
rector of Camelot, the operator of the Na- 
tional Lottery. Mr Branson isa local hero—a 
dashing, softly spoken entrepreneur who, 
when he is not making attempts to fly 
around the world in a hot-air balloon, runs 
high-profile businesses like airlines and 


record stores. Mr Snowden looks like a 


stage villain—he is fat and foreign and has 
been seen off by Good Prince Richard. 

|n the real world, Mr Snowden was 
chairman ofGTech, an American company 
with a 22.5% stake in Camelot. Mr Branson, 
chairman ofthe Virgin Group, had claimed 
thatin1993 MrSnowden tried to bribehim 
to drop his rival, not-for-profit bid to run 
the lottery; Mr Snowden said this was a lie. 
Mr Branson sued for libel and won. A flurry 
of resignations followed the verdict. Mr 
Snowden resigned as chairman of GTech. 


And after a long meeting with Chris Smith, 


the culture secretary, Peter Davis, the lot- 
tery's regulator, also resigned. More panto- 
mime knockabout then followed in the 
House of Commons. The Tories claimed 
that Mr Davis did not resign, he was sacked. 
Oh no he wasn't, said Mr Smith. Oh yes he 
was, said the Tories. 

Few people thought to challenge the 


prevailing view that it is terribly wicked of 


Camelot to make any profits at all, let alone 
thehandsome ones it has made by virtue of 
having made the lottery such a success. Yet, 
even after taking its share of profit, Camelot 
contributes more to the nation's coffers—in 


tions, iücluding S 





compsrible big national "lotteries^ de : 
where. This did not stop Mr Branson him- - 
self—by far Britain's best-known capital- 
ist-from peddling nonsense about the 
wickedness of a profit-making lottery. 

Mr Smith says he wants to see Camelot 
replaced, at the end of its franchise period, 
with a non-profit organisation—which 
would suit Mr Branson just fine. But the 
government also says that the next lottery 
operator will be chosen by a competitive 
tender, brushing aside the awkward point 
that the organisation best placed to put ina 
highly competitive bid is the one which al- 
ready has the outlets, the equipment and 
the staff to do the job—ie, Camelot. 

There is little outrage or even surprise 
that other firms in the gambling industry 
make money. But there seem to be two rea- 
sons why people think the lottery should be 
free of the taint of profit. First, because 
about a quarter of lottery takings go to a - 
specified range of charities and other 
“good causes”. This direct link allows peo- 
ple to tell themselves that when they play 
the lottery they are doing a good deed. Such 
thoughts do not seem to enter their heads 
when they play the football pools—which 
are taxed heavily, with the revenues being 
used on such worthy causes as hospitals, 
schools and Trident submarines. 

The second reason for outrage over the 
lottery making a profit is that it is a state- 
licensed monopoly—the "people's lottery” 
as the government sometimes call it. But 
then there is no reason why it has to be. If 
free competition among lottery firms were 
allowed, market forces would prevent any 
one firm making "excessive" profits. And 
the state could still raise money for good 
causes by taxing all the lotteries uniformly 
heavily, as it does with sales of cigarettes, 
whisky and other popular vices. 

The argument against a choice of lotter- 
ies is that the public seem to be turned on 
by the enormous prizes that only a giant, 
monopoly lottery could afford, and there- 
fore that the revenues from a fragmented 
market would be less than those from a sin- 
gle provider. One piece of evidence for this 
is that sales of lottery tickets soar in weeks 
when there is an especially large jackpot. 

This is a questionable argument: in 
practice, there would probably be only a 
handful of lotteries, backed by big firms 
with deep enough pockets to put up big 
prizes. And anyway, this argument ignores 
the question of whether the government 
ought to be in the business of encouraging 
the public to gamble as much money as 
possible on the remote chance of becoming 
obscenely rich. What is more, the poor- 
spend a greater proportion of their income 
on lottery tickets than the rich do—which 
makes the lottery a regressive (though vol- 


untáry) form of taxation. 
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| ruary 6th’s seminar, dubbed "Che- 
- 1 quers Two”, with Bill Clinton and - 
his advisers. The seminar follows —. 
- ‘| up one recently held at Chequers, | 
=] Tony Blairs country retreat, featur- - 








xs . moderniser, he remains sceptical of constitutional nostrums. 
_ Mr Straw is at home with cosmopolitan New Labour, but he 
likes mounting a ED to address the voters in Blackburn, 
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a law to ban Kenyan Asian asy- 
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osophical ground. He recently 
rejected proposals for a liberalisa- 


by Mike O'Brien, a junior home of 


Mr Callaghan went on to be- 


ration. Mr Blair chose the home 
ecretary to be beside him at Feb- 





ing the prime minister, Hillary 
Clinton and a gaggle of intellectuals. 
Mr Straw has never fitted easily into Labour’s conventional 


left-right boxes. He began, as Lord Callaghan discovered, as a 
deftie, but he was never an identikit one. Even as a student, he 


inveighed against cannabis when everyone around him was in- 


-haling.So when his son was recently talked into selling some toa 


reporter, no one could accuse Mr Straw of being soft on drugs. 

His first job in politics in 1974 was as political adviser to 
Barbara Castle, a left-wing minister. When she was fired—by Mr 
Callaghan—he did the same job for Peter Shore, who, though not 
left-wing, was fanatically anti-European. Yet Mr Straw in the 
1990s became the first senior Labour politician for 20 years to 
advocate dropping the left’s beloved nationalise-everything 
Clause Four of Labour’s constitution, a cause later taken up by 
Mt Blair. And he is now reconciled to the European Union. 

Mr Straw is a moderniser, except that, unusually for a 
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his north-of-England constituency. He is siideie hase but ne 
theless escapes the Islington-trendy tag attached to many 
Blairs London pals. Mr Straw is cultured, but he is also a fana 
cal supporter of Blackburn Rovers. Mr Straw masters detail, „but 
he is also better than most of Mr Blair's ministers at the broad | 
philosophical sweep. x 
All this could be taken as showing a thoughtful personal ad- 
n to changing dpi E alertes as an un- 
sonal benefit. Skilful politician though Mr Straw is, does he. 
stand for anything? His friends insist that he does—for a creed: 


"new behaviourism", soon to be - 
. thesubjectofa major lecture by: the t 
. home secretary. PS 
- *New behaviourists" claim to” 
| take seriously the notion that | 
| rights and responsibilities go to- - 
| gether. Mr Straw looks back with | - 
nostalgia on the days when people 
struggled to avoid going on “the 
nash" (national insurance). Today 
he thinks they are encouraged by- 
the state to help themselves to ev- 
ery penny they can get. d 
The new behaviourists worry - 
about the social consequences of |. 
economic change. Once, the jobs: 
people held discouraged anti-so- | 
-cial behaviour. Down the pit, no : 
“one smoked because they would- 
have been ostracised by their. 
mates for risking lives. Today, 
. however, jobs are less permanent; |- 
-and many people do not move | 
smoothly from school to work. 
That means, new behaviourists | 
say, that habits of good citizenship. | 
| can no longer be easily or sponta- |. 
.. neously acquired. They have tobe | 
. actively supported by the state. 
- X. New behaviourists, unlike the- 
. left, insist that social behaviour 
can and should A imd by state incentives. Negatively, 





be diverted from crime by the example of their elders. This phi- |. - 
losophy is now incorporated in a Straw-sponsored experiment | ^^ 
in Hackney, in which young people are “mentored” by older | | 
volunteers. 

At Chequers Two, Mr Straw is likely to find a sympathetic 
response from Mr Clinton and his people who, when not di- 
verted by Iraq or alleged presidential peccadillos, entertain sim- 
ilar ideas. And indeed they sound like mere common sense. 

So sensible indeed that it might be questioned whether in 
reality the “new behaviourism" is in any way new. In truth, nei- 
ther the presidential tearn nor Mr Straw can claim the patent on 
the concept. The British politician who asserted these common- . 
sense old-fashioned values in the years in which the liberakeft | 
ran rampant through the Labour Party was Jim Callagha: 
Labour incarnate, and Mr Straw's butt : that ree dnd 


apology, and his grateful thanks. 
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laxo: Wellcome. and 
ham (sB) threatens to ex- 
“supply of superlatives. On its 
laxois, by a whisker, the world's larg- 
ig-seller, shifting $11.6 billion in pre- 
iption pills and other remedies in the 
ear to September 1997. A Glaxo-Smith- 
— Kline combination, split 60-40 between 
_ the two firms’ respective. shareholders; 
X would dwarf even its colossal peers. = - 
|. The new firm's share of the world drug 
maker at 7.5%, would tower over Merck's 
and Novartis's 4.3%. Its research. bud- 
g would be equivalent toa quarter of total 
. private-sector R&D spending each year in 
' Britain. And it would boast a market cap- 
- italisation of over £100 billion ($165 bil- 
lion) making it the second-largest com- 
pany in the world after America's General 
lectric. If it goes ahead, the merger would 
bethe biggest corporate deal in history. 
Investors seemed caught up in the ex- 
tement of it all. On February 2nd, in the 
t day's trading since the two firms an- 
ounced their plans late.on January 3oth, 
it combined value soared by $15.7 bil- 
Partly, this was out of relief that sp had 





















me rican Home Products (AHP), a plod- 


Talks between the two were scuppered 
«when Glaxo's chairman, Sir Richard Sykes, 
swooped on SmithKline. 
“The new match seems more equal: both 
h Glaxo and ss are financially fit and scien- 
.. tifically energetic. Their bosses are friends. 
" Analysts lauded the plan, and M&A special- 
ists made drooling predictions of the 
p^ consolidation the deal will provoke. 
- . There are three reasons why drug merg- 
- ers are so popular. The merged firms can 
. usually cut costs by sacking administrative 
- Staff and closing the odd factory. Typically, 
.- managers seek savings equivalent to 10% of 
mbined sales, which would come to $2.8 
n in the case of Glaxo-SmithKline. 
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Leschly, both have previous 


get to save 9% of sales follow- 


- cused the two firms of treating 


of firms’ sales forces. Drug 


‘saved from the clammy embrace of. 


P ding American firm currently facing law- - 
> suits from customers who claim to have - 
- been injured by its slimming pill, Redux. - 


ergers fail to reach such cine but 


Sir Richard and sp’s chief, Jan 


experience of mergers, which 
is cause for optimism. Sir 
Richard says that he is on tar- 


ing Glaxo’s 1995 merger with 
Wellcome. British trade 
unionists certainly take their 
bosses' promises seriously: on 
February 4th, the. country's 
main white-collar union ac- 


their employees like "feudal 
serfs" for not consulting them 
about layoffs. 

The second advantage of 
mergers is to extend the reach 


firms are reluctant to be seen 
as pushy  marketers—they 
would rather the public be- 
lieved that doctors prescribe 
their medicines simply be- 
cause they are the best. How- 
ever, doctors are more likely to 
learn of impressive data from 
clinical trials if it is brought to 
their attention. Glaxo's most successful 
drug, the ulcer pill Zantac, outstripped sp’s 
Tagamet largely because it was promoted 


: ingeniously. It would be better, Mr Leschly 
doubtless feels, to have Glaxo's 20,000 ener- 
getic sales staff working with sp’s smaller 
team of 16,000 rather than against it. 


The third, and greatest benefit of tie-ups 
is to increase a firm's R&D budget. Drug 
firms are still extremely profitable, but the 
time and expense of discovering and test- 
ing new drugs have risen relentlessly, leav- 
ing each pill with less time under patent to 
recoup the larger investment. Worse, cost- 
conscious national health services and 
managed-care organisations are increas- 
ingly unwilling to pay for *me-too" drugs— 
new pills that offer only slight improve- 
ments—which currently account for 80% of 
R&D spending. If their profits are to keep 
rising at the current clip of 10% a year in a 
market that is growing at only halfthat rate, 





-bly not impossible for firms that can ex-- 


unlikely to yield any new drugs fo | de 


make eminent sense. But i 















drug firms must find more innovative 
medicines. : 
This is a formidable task, though probá: : 


ploit new technologies for discove 
drugs. Yet these are painfully expensive 


cade or so. Merging helps by spreading t 
risk of this investment, especially for firms 
that are strong in complementary areas—as 
is the case with Glaxo and ss. Through its — 
links with Human Genome Sciences (HGS), 
an American biotech firm, ss is a world .- 
leader in finding genes that cause disease, 
and which thus provide useful "targets" fo 
drugs. Glaxo, through its acquisition | 
Affymax, a Californian firm, is a whiz 
screening compou nds for those that 
such “targets”. ET 
In theory, then, drugs merge 





is less cause for optimism. O 










past 30 years, not a single one has in- 





companies involved. 
In 1994, Glaxo and Wellcome together 
accounted for 4.87% of world drug sales. 
Since their 1995 merger, this has fallen to 
4.6%. SmithKline Beckman and Beecham 
. had a combined 3.44% of the market in 
1988; this has now dropped to 2.9%. Celi- 
bate companies, by contrast, have done 
rather well. Merck, Pfizer, Johnson & John- 
son, Abbott Laboratories, Astra and 
Schering-Plough all saw their share of the 
world market swell impressively in the 
-= 1990s. From 1990 to 1997, for instance, 
Merck’s market share rose from 3.6% to 
4.5%, and Pfizer's from 2.1% to 3.3%. 


- Side effects 
. The profitability of merged firms has suf 
fered too. The return over and above the 
Cost of invested capital appears to fall after 
mergers. In the largest deals of the past de- 
: cade, the returns achieved by the firms in- 
volved had on average fallen from over 12% 
to 4% three years after they were completed, 
according to AT Kearney, a consultancy. 
True, profits in merged drug firms have 
generally increased, but the gains have 
been hard to sustain. As Barrie James of 
Pharma Strategy Consulting in Basle notes, 
a factory can be closed only once. Such 
short-term savings are offset by longer-term 
difficulties. The knotty task cf integrating 
two huge research teams can distract both 
managers and scientists from the all-im- 
portant quest for new drugs—a problem 
that will not show up in the balance sheet 
- for several years. And differences in corpo- 
_ rate culture can provoke destructive 
clashes, as happened when the laid-back 
Swedes of Pharmacia linked arms with the 
uptight Americans at Upjohn in 1995. Fed 
. up with constant demands for progress re- 
. ports and random blocd-alcohol tests, 
~ gifted Scandinavians defected in droves. 

| This does not necessarily doom histo- 
ry's biggest merger. Previous marriages may 
' have disappointed because the partners in- 


















rge drug mergers and acquisitions over 


reased the combined market share of the 


sould argue that this is true of Glaxo or sB, 
or that there is sure to be cultural discord at 
the merged company. Indeed, the two 
firms’ headquarters and main British re- 
search centres are almost within shouting 
distance of each other. 

Nevertheless, the combined R&D oper- 
ation may prove so unwieldy that the deal’s 
much-vaunted synergies will be hard to re- 
alise. William Haseltine, head of sp’s 
genomics partner HGS(and thus in no posi- 
tion to denigrate the deal), argues that the 
merged firm might do well to split its scien- 
tists into small, autonomous research 
teams, get them to compete against each 
other and motivate them with a share of the 
value they create—as happens at biotech 
companies. Such an idea might appeal to 
Sir Richard and Mr Leschly, who have both 
often praised the creativity of biotech start- 
ups. But to splice the virtues of small com- 
panies into the the genes of their gigantic 
new venture will take some wizardry. 





Japanese aviation 
Slot machine 


TOKYO 


HE deal struck last week in Washington 

over air travel between America and Ja- 
pan puts an end to a lengthy trade row be- 
tween the two countries. Aviation is one 
market where America has always had the 
edge over Japan, thanks to an unbalanced 
bilateral deal signed in the early 1950s 
when the Japanese bargaining position 
was weak. But the new agreement, though 
appearing to fix that imbalance, actually 
contains a secret protocol that makes fur- 
ther valuable concessions to the Ameri- 
cans. And those concessions are guaran- 
teed to enrage the Europeans, who might 
seek to prevent the agreement coming into 
force. | 
Under the terms of the deal, Japan wins 
parity with America, in that both sides have 
two passenger and one cargo airline as 
"designated carriers", rather than three 
American carriers and only one Japanese 
carrier as at present. But the Americans get 
most of what they really wanted: unlimited 
rights to pick up passengers in Japan and 
fly them to third countries; greater access to 
the Japanese market for some of their other 
airlines; and permission to allow a form of 
collaboration between American and Japa- 
nese carriers that is known as "code-shar- 
ing". This involves joint-marketing by la- 
belling fights with either airline's two- 
letter code. 

The Europeans, however, are furious 
abouta secret undertaking given by the Jap- 
anese transport ministry. This. allows 


America's Federal Express to sell some ofits” 


V "in: decline. Nobody 











































unused freight slots (for a rumoured $10m 
each) to other, non-designated American 
airlines. The plan is to provide American 
Airlines, Continental and Delta, which cur- 
rently have limited services to Japan, with a 
total of an additional 28 slots a week at 
Narita, plus a further 62 slots a week at less 
busy airports in the Japanese provinces. 

This secret pledge is a serious breach of 
the norms governing international avia- 
tion deals—especially the "use it or lose it" 
principle according to which unused take- 
offor landing slots should be redistributed 
to the airlines that are next in the queue. In- 
deed, the Europeans may well cut Japanese 
airlines' access to airport hubs such as Lon- 
don, Frankfurt and Paris in an attempt to 
prevent the trade agreement being signed. 

Even if Japan manages somehow to 
skirt such retaliatory actions, the question 
remains about how the 28 new weekly slots 
at Narita will be used. Allocated originally 
to a cargo carrier, they are all either early in 
the morning or lateat night. That is fine for - 
parcels, but passengers hate arriving or de- 
parting at such ungodly hours. 

One rumour is that the American carri- 
ers wanting better access to Japan have 
been told by the Department of Transpor- 
tation in Washington that Japan will en- 
sure they get prime-time slots. In short, de- 
spite the hour of the slots that they have | 
bought, they will be allowed to schedule 
their arrival and departure times at Narita 
between 2pm and 6pm, the most popular 
period of the day. 

The Japanese authorities deny that any 
such assurance has been given. Certainly, 
no guarantee that prime-time slots will be 
made available has been put in writing— 
though it never could be, for political as 
well as legal reasons. And in his capacity as 
the current president of the European 
Union, Britain's prime minister, Tony 
Blair, was recently reassured in Tokyo by 
Ryutaro Hashimoto, the Japanese prime 
minister, that Japan would not favour 
American airlines over the rest. 

Yet something is afoot. The Europeans 
suspect that the Japanese authorities se- 
cretly hope to bump up the number of slots 


per hour at Narita during the afternoon 


from 28 to roughly 30. If so, more fool the 


Europeans. It was the European Commis- 
. sion thatshowed them how to engineer this 


last March, when it senta team of air-traffic 


control experts from London’ S Gatwick air- 
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Glittering gadfly 


PARIS 


INCE Europe opened its skies to com- 

petition last spring, new little airlines 
have been taking wing. Most are cheap 
carriers, such as EasyJet and Debonair, 
based in Britain. These firms have fol- 
lowed the pattern set by Southwest Air- 
lines in America, cutting in-flight service 
to keep fares low, and flying be- 
tween small airports not served by 
the large airlines. Fairlines, the lat- 
est newcomer, could not be more 
different. 

Luxury comes naturally to 
Fairlines’ chairman, Francois Arp- 
els, whose grandfather founded 
Van Cleef & Arpels, a famous jewel- 
ler. Entrepreneurialism has been 
instilled in him at business school 
in America, and during his time on Wall 
Street. 

The combination led him to launch 
an airline catering only to business travel- 
lers. The Fairlines aeroplanes, McDonnell 


Douglas Mp-81s, have 72 seats instead of 


the usual 140, giving passengers lots of leg 
room and space for suitcases. The seats 
house screens offering television pro- 
grammes, and a word-processor and 
spreadsheet so that passengers can slot in 
their own disks and tap away. On the 
ground, Fairlines offers a personal 


port to Narita to recommend ways of in- 
creasing the number of aircraft movements 
atthe airport without jeopardising safety or 
the environment. 

At the time, the Europeans sought ac- 
cess to Narita for their own carriers. With 
only a quarter of the number of slots that 
American airlines currently enjoy (see chart 
on previous page), European carriers feel 
they have a better claim on any new ones 
that become available. Having helped the 
Japanese, the Europeans are now prepar- 
ing to do battle with them instead. 
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South African gold 


Panned 


JOHANNESBURG 


OUTH AFRICA'S gold industry is being 

transformed. On January 28th Mzi 
Khumalo resigned as chairman of Jci, 
South Africa’s first black-owned mining 
house, which had consistently disap- 
pointed investors. Barely five days later 
Gold Fields, a giant new gold company 
formed from the assets of Gold Fields and 
Gencor, listed on the Johannesburg Stock 
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"groom" to smooth the travellers path 
through the usual obstacles. This week's 
passengers on the inaugural flights en- 
joyed even more room than expected, 
since only one seat in ten was occupied. 
Fairlines is concentrating on routes 
where business demand is heavy, starting 
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with flights between Paris, Nice and Mi- 
lan. The firm’s two aircraft will chase each 
other round this triangle offering travel- 
lers three flights a day. As more aircraft are 
delivered, the firm intends to add Rome 
and Barcelona to its schedules, with a tar- 
get of ten aeroplanes on ten routes two 
years from now. 

The trouble is that these routes are al- 
ready well-served by other carriers. Be- 
tween them, Air France and Alitalia offer 
14 flights a day between Paris and Milan, 
and over 25 flights connect Paris and 


As depressed as the price of gold 


Exchange. It will be joined in June by 
Anglogold, a new company that will incor- 
porate the gold interests of Anglo American 
and form the world’s biggest gold producer. 
The country’s 113-year-old gold industry is 
at last beginning to grapple with its long- 
standing lack of competitiveness, but there 
is a frightening amount to do. 

The activity is explained partly by a de- 





Nice. Fairlines’ prices—FFr5,056 ($829) 
including tax for a Paris-Milan round 
trip—are in line with those of its competi- 
tors. But unless it can match their fre- 
quency, business travellers, who want 
flexibility even more than they want leg- 
room, will be hard to tempt. At the mo- 
ment, a passenger holding a Fairlines 
ticket who misses his flight, or who turns 
up early when an afternoon meeting is 
cancelled, will not be able to hop on toa 
competitor's flight. Worse, an air- 
line relying on just two aircraft can 
run into cumulative delays that 
wreck a schedule if only one fault 
occurs. This happened to EasyJet 
last spring, and undermined its 
reputation with business travellers 
hoping for both cheapness and 
good timekeeping. 

Mr Arpels believes that his firm 
is too small to trouble the national 
carriers—he aims for FFr230m of sales 
this year. Matthew Stainer of Morgan 
Stanley, an investment bank, points out 
that the low-frills firms were able to grow 
in relative peace before the big firms no- 
ticed them. British Airways is only now 
setting up its own low-cost subsidiary, 
called Go. Fairlines, on the other hand, 
immediately becomes a gadfly by taking 
on popular routes. Mr Arpels may find 
that leather seats and CNN are not enough 
to persuade passengers to forgo their fre- 
quent-flyer programmes. 








pressed gold price. Bullion hit an 18-year 
low of $280 a troy ounce in December, and 
has shown little vigour since. Yet even if the 
gold price had been stable, South Africa's 
producers would have faced an ugly mix of 
rising costs, ageing mines, low productivity 
and complex corporate structures. South 
African output fell to 493 tonnes in 1997, a 
40-year low. Since 1988, the industry's aver- 
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2 World production 
g 000 tonnes 


-age working margin has fallen by 84%, to 
.220 rand a tonne, and its total workforce 
"has shrunk from 515,000 to 298,000. Last 
year Bobby Godsell, Anglo's labour-rela- 
. tions guru and Anglogold's chief executive, 
- described his job as “nursemaid to an ail- 
ing IR (see chart). 

! ig the many erica En in 


| y. police d bd: quidein Mr Khu- 
| 2 islam Spent 12 years incarcerated on 


-A year later, the price of bullion had 
` fallen by $100 and shares in jci, the world’s 
-sixth-largest gold producer, had plunged to 





< glomerate. A shy man who shunned the 
limelight, Mr Khumalo's reputation was 


< was an autocrat who ignored jcr's board. 
© — While jci has floundered, a wave of 


c. peers. By merging individual mines into a 
.. Single, listed company, buying out minor- 
. ties, and pooling exploration projects with 
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| Agglomerating -fragmented 
companies into wholly-ow R 
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mining groups is only a. first step. There is 


work ahead. The new groups have pledged 
to lower production costs below $250 an 
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- 16 rand. The predominantly white institu- 
-tions that had backed the deal turned. 
- against Mr Khumalo when he failed to - 
-merge the firm with Lonrho, a British con- 


. damaged further when it transpired that he 


tonsolidation has engulfed its bigger: rivals. - 
It has been driven by the aspirations. of 
:Gold Fields and Anglogold to be world- 
-class producers, with stockmarket ratings 
“to match those of their North American. 


_ mineral rights and interests abroad, the 
sibi giants noe to oo risk and 


low the 50 rand forecast in the pre-listing _ 


dedicated 





but thiee oF Gold Fields’s S 
mines are in line for disposal. Job losses 
will be costly in financial and human 
terms: seven to ten people depend on the 
typical miners wages, and many of those 
laid off will never find work again. 

Moreover, foreign fund managers are 
still wary of the new gold companies, be- 
cause the old mining houses control vast 
blocks of shares that are the legacy of laby- 
rinthine cross-holdings assembled during 
the years of South Africa's isolation. Con- 
solidation will eventually create simpler 
structures, but until holding companies 
such. as Gencor are dismantled, it will con- 
centrate power in the hands of the biggest 
groups. There had better be an improve- 
ment soon. Before Gold Fields's listing, its 
chairman, Brian Gilbertson, defined fail- 
ure in terms he may now regret: "If [our 
shares] go below 30 rand, we'll have people 
jumping out of windows here.” 





Catalogue shopping 


: Mail chauvinist 


ITHIN as many days Great Univer- 

sal Stores (GUS), Britain's largest mail- 
order company, announced two takeovers. 
The attention-grabber was a £16 billion 
($2.6 billion) hostile bid for Argos, a British 
catalogue-retailer, on February 3rd. But the 
deal that hints at Gus's real future came a 
day earlier, when it bought a marketing 
company in France fora paltry £70m. 


Both bids bear the stamp. of Lord 
"Wolfson, who became chairman of Gus 18 


months ago. His task is to reinvent a com- 


- pany whose main business is not so much 


mature as geriatric. For years, under Lord 
Wolfson's elderly cousin, Gus failed to 


grapple with the stagnation in its core busi- 

ness of agency mail order—a type of cata- 
logue retailing in which self- employed 
"agents" earn a commission by recruiting 
| customers who pay on credit 


But the formula is dated. Credit is 
widely. available these days, customers 


- shun. weighty all-purpose catalogues, and 


many women who earned a bit extra as 


agents now have fulltime jobs. Lord 
Wolfson plans to take Argos from retailing 


into direct .mail-order—a_ faster-growing 
market in which customers pay for the con- 
venience of having purchases delivered. 

JA Gus has already nibbled at this market 
with a handful of specialised catalogues, 
such as Innovations, which is directed at 
gadget lovers. But Lord Wolfson hopes that 
Argos, whose 5m customers already: use cat- 





alogues-to find their way around its high- 


street shops, will be able to make inroads 
into the mail-order market. Three profit 


crowded "fum wih: an opportunity. tà | d 





pounce. Shoddy service and long. queues - ^ 
are typical of the Argos shopping experi- 
ence. With its warehouses, courier fleet and 
call centres already in place, Gus could 
help Argos begin direct mail-order without 
the need for much extra investment. 

But there are risks. The more successful 
GUS is in turning Argos into a home-shop- 
ping business, the more obsolete its retail 
outlets could become. It is odd that a com- 
pany which recently gave British Land, a 
real-estate group, control of its property 
portfolio should now lumber itself with Ar- 
gos’ 418 shops. Moreover, Gus risks over- 
paying. Argos has rejected the bid, and its 
share price stood at 10% above GUS's 570 
pence offer as The Economist went to press. 
Even at today's price and the generous as- 


sumption of £15m of savings, GUS will have 


to raise Argos's net profit, forecast to be 
£94m in 1998, by half merely to get a return 
equal to its own cost of capital. 

There are deeper worries, too. Much of 
the enthusiasm for direct mail-order has 
been whipped up by the Internet and digi- 
tal television, markets that Gus has no im- 
mediate plans to enter. And while Gus 
wants to produce the type of small, niche 
catalogue that has proved profitable in 
America, the big winner there, Sears Roe- 
buck, has contracted the warehousing, de- 
livery and customer-service to other firms, 
while hanging on to the real jewel—the 
databases of customers’ buying habits. _ 

And that is the promise of GUS's acqui- 
sition of sG2, the data-processing arm of So- 
ciété Générale, a French bank. Lord 
Wolfson was quick to see the potential of 
databases that contain both credit in- 
formation and the buying patterns of cus- 
tomers. Fifteen months ago he spent $1.7 
billion transforming Gus’s small, British 
customer-credit database with the acqui-. 
sition of Experian, a Californian firm that 
has information on marketing, car-buying 
and real estate in America. It was followed 
by the purchase of Direct Marketing Tech- 
nology, another American firm, for $299m. 
This week’s French deal takes the company 
into continental Europe. Together, these 
databases give Gus detailed profiles of 
780m customers in 18 countries which it 
can use itself, or—more often—sell to banks, 
other retailers and direct marketers. 

GUS is not alone. In Europe, especially, 
there is a growing number of direct market- 
ers, but few independent databases. Hence 
the recent flurry of takeovers of European 
database groups by American companies, - 
such as Metromail's purchase of Britain's 
ICD Marketing Services. In the long run the 
shape of direct marketing is more likely to 
be determined by the firms that own the in- 


_ formation rather than. Minse suci as Argos, 


that do the pence 
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HO should allocate addresses on 
eu the Internet? The future of the do- 
..| main-name system (DNs) has become the 
| most fiercely argued aspect of Internet 
—^t governance. On January 30th America's 
^| Commerce Department put forward pro- 

.i-posals that have infuriated some of the 
old hands who have long run the Inter- 
net—as well as those who see this as 
&job. for international agreement. | 
.": The issue sounds obscure. But it 
is central to the Internet's develop- 
ment. “One of the most pressing is- _ 
ues in relation to the Internet's 
<| transition to a fully commercial 
i 5 communication network is DNS re- 
" [ form,” argues a recent study by the 

| ; OECD. Cyberspace may seem infi- 

nite; but with more than 3m Inter- 

| “net addresses now registered, a 

|; memorable monicker is a compa- 

|. ny's best hope of standing out in 

| thecrowd. 
| ^. The main debate is over global top- 
| 
| 
| 
| 





















. | Jeveldomain names (ones such as *.com", 
_| which carry no letters to mark out their 
^1. country). These are the Upper West Side of 
| «the Internet: its most desirable real estate. 
.|- For many years, they have been allocated 

.| only by Network Solutions Inc (Nsi), an 

..j, American company, with the blessing of 

| the National Science Foundation, a gov- 

ernment agency. As long as the a: 







































ricultural firms, Cargill, Conagra and Ar- 
cher Daniels Midland. Hanwha Energy, a 
small oil refiner, is talking with Colfax, a 
joint venture between America’s Chevron 
and Texaco. And United Technologies, the 
parent company of Otis Elevator, disclosed 
that it has bought slightly less than 10% of 
the shares of Dongyang Elevator. This is just 
under the threshold—which the govern- 
ment plans soon to raise—at which Otis 
would have to make an agreed offer for a 
controlling share of the company. Since De- 
cember the number of listed South Korean 
firms of which a single foreign investor 
holds more than a 5% stake has more than 
trebled, to 26. 

The GM deal, while still in its early 
stages, looks especially significant. GM used 
to own 50% of Daewoo Motor, but the part- 
nership broke down in 1992 when Daewoo 
decided to develop its own models rather 
than license GM's old designs. Barred from 


western Europe and America until the mid- 


1990s by the terms of its divorce with GM, 
Daewoo invested heavily elsewhere. By late 
last year its debts had reached 4.5 trillion 
won ($3 billion), or six times its equity. No 
wonder it is making eyes at GM again. 


tion service was free and the Internet in- 
conspicuous, no one cared about the 
monopoly. But once Ns! started charging 
for an Internet address in 1995 (the fee is 
now $100), users began to grumble. 

They complain partly about Nsi's 
pricing and service; and partly about the 
trademark disputes that its allocation 





policy aggravates. Many companies may 
have the same name; but only one can 
have that name in its Internet address. 
Last year an international group of In- 
ternet veterans produced a plan for re- 
form. Some of these old-timers subse- 
quently set up an Internet Council of 
Registrars (CORE), and signed up 88 bod- 
ies around the world that are in the busi- 
ness of registering domain names. CORE 
wants registries around the world to com- 
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pete to handle registration, and seven 
new, top-level domains, including 
"firm" and "info" to be introduced, to 
make it easier to register firms in different 
businesses, but with the same name. _ 

- The Commerce Department's plan, 
devised by Ira Magaziner, Bill Clinton's 
Internet guru, draws on CORE's ideas. For |. 
instance, it suggests adding five new top-. | 
level domains, and wants competition ! 
between registrars regulated by a private, 
non-profit corporation. me 

But the people behind CORE | 
are unhappy, and not just because | 
their egos are bruised. The green | 
paper, they say, is contradictory. 
For instance, in spite of its commit- 
ment to competition, the plan - 
would create, at least for a transi- - 
tional period, new exclusive Inter- - 
net registries: each of the new top- . 
level domains would be controlled 
by just one company. : 

Once other countries digest the : 
proposals, they may be even more 
aggrieved. For the green paper spe- 
cifically excludes officials of foreign gov- 
ernments or international organisations 
from sitting on the board of the control- 
ling corporation. Yet, as NSI revealed this. 
week, 34% of all registrations in global - 
top-level domains come from abroad. In- - 
deed, foreigners accounted for more than 
90% of the growth between the fourt 
quarters of 1996 and 1997. The days: i 
America can reasonably clain 
net as its fief are running out. 
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wel. GM could V Mich to » Daewoo! s 
mbitions to set up a direct-sales network 
to sell cars in America. It might choose an- 
other Korean partner, such as Kia, a bank- 


_ Deutsche Telekom 


TUC BERLIN 


. Germany's telecoms giant promis 


` YT HAS been a dreadful. start of the year 
L for Deutsche Telekom, and worse is to 


high prices and poor service, while many of 
» the businesses where it is most entrenched 
are under attack. The company’s share 
price has performed pitifully as the bad 
ews sinks in. Its managers look rattled. 

« Even before private subscriber traffic 
was liberalised on January 1st, Telekom 
was suffering from deregulation of services 
to businesses. By the end of last year most of 
Germany's biggest companies had 
vitched to cheaper, better competitors for 
their long-distance and international calls. 
The defection of business customers has 
continued remorselessly this year. One of 
Deutsche Telekom’s biggest competitors, 
Otelo, announced last month that it had 
snapped up the DM850m ($470m) con- 





March Deutsche Telekom wall retaliate 
with competitive tariffs for corporate cus- 
tomers. This may help win back market 
share, but only by denting profits. Execu- 
tives point out proudly thatthe company is 
Still powerful in some business areas, such 
as big corporate networks. Quality and se- 
curity worries mean that most companies 
spread their budgets among several compa- 


* whole cake, but it usually gets a slice. Still, 
_ shrink, competition grows. 
- Global One, Deutsche Telekom's interna- 


tional alliance with France Telecom and 
_ America s Sprints € On February odo Global 








nternational call in its main 
^in 1997: itexpects simi- 





to bia money es In- 












i isa painintenie | -on- Fe 
sche Telekom admitted that last year alon 
it pumped DM750m into Glob: lone: and 
there is no sign of the. alliance becoming 
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come. In competitive markets the former. 
- monopolist is losing customers because of 


_. tract to serve Germany's main churches. in 


nies; Deutsche Telekom no longer gets the 
= the trend is ominous. While margins | 


The clearest sign of this is the troubles at 


coming years. Global One 


ned by. 
Korea's sudden descent into chaos, no for- 
eign firm is going to rush in. But neither can 
companies with Asian ambitions afford to 
stay on the sidelines for too long. 
——ORM— ——— 


: **a surprise a month” in the fight for cus- 
~ tomers. So far few of its surprises have been plessant ones 





profitable. 

Since January ist the alarms have also 
been sounding in another part of Deutsche 
Telekom's empire. Around two dozen new 
competitors for private customers' busi- 
ness have got off to a flying start. Most are 
scrambling to buy or lease extra lines and 


Switches to cope with the unexpected de- 


mand. Several have had to postpone their 
advertising campaigns in order not to at- 
tract customers that they cannot serve. 
Mannesmann Arcor, currently the biggest 


. rival to Deutsche Telekom, has had to in- 


crease the staff answering its new sub- 
scriber hotline four times in five weeks. 


Nibbled 


Although the competitors’ overall market 
share is still tiny (probably less than 2%), it 


looks like being the piranhas' first nibble. 
Their business grew very rapidly, with min- 
imal advertising and in spite of a consider- 
able shortage of capacity. Mobilcom, which 
charges a flat rate of DMo.19 a minute for 
long-distance calls in Germany (a third of 
Deutsche Telekom’s peak rate), is so popu- 
lar that most customers trying to reach its 
network find only a busy signal. That will 
change in coming weeks.  . 

So, too, will the sophistication of the 
new competitors’ services. Mobilcom says 
it will shortly extend its flat-rate to calls in- 


‘ord. After witnessing South 





Otelo and Viag Interkom, have yet to rol P 
out their services fully. = 

Deutsche Telekom’s real ETE is its Ki 
historical burden. It has around 191,000 © 
employees, while similar companies else- 
where make do with a third ofthat number. 
Limiting redundancies was a condition of 
privatisation last year, but at the cost of low 
productivity. Worse, many of Deutsche 
Telekom's staff are the wrong kind: keener 
on engineering than customers, and im- 
bued with the introverted, inflexible men- 
tality of German officialdom. This rubs off 
on public opinion. Deutsche Telekom is 
the butt of jokes on "Wie Bitte", Germany's 
leading consumer-affairs television show. 

Ron Sommer, the company's disputa- 
tious chief executive, promised last year to 
transform its corporate culture, making it 
the “most customer-friendly business in 
Germany". This rings hollow now, and his 
reputation as the golden boy of German 
business is tarnished; there are even ru- 
mours of a boardroom coup in the offing. 
The company declines to publish any mea- 
sures of what it asserts is improved cus- 
tomer satisfaction. From the outside, im- 
provements look cosmetic—a friendlier 
tone in bills, for example, and a much- 
publicised customer hotline, which in a re- 
cent test played soothing music for a few 
minutes before disconnecting abruptly. 

Besides charm, the company has two 
further tactics. One is to use its sheer size to 
squash competitors. Deutsche Telekom 
had announced a ludicrously high fee, of 
DM98, for customers wanting to switch ser- 
vice provider. When slapped down by the 
regulator, it then said it would charge 
DM48 (a normal charge in a competitive 
market would be under DM20). It also 
wants to charge a lot for processing its com- 
petitors’ billing. It has tried to worry qual- 
ity-conscious Germans about the newcom- 
ers’ technical standards. All this may work 
fora bit, but thriftyGerman consumers will 
not be kept away from bargain telephony 
for ever, and heavy-handedness stokes p 
lic hostility to the company. 

Deutsche Telekom's second tactic is to 
reinvent itself as a Systemhaus, selling mul- 
timedia, electronic commerce and any- 
thing else floating modishly across the At- 


lantic. To be fair, Deutsche Telekom has 


built an impressive business as an Internet 
service provider. On February 4th it an- 
nounced a partnership with 1BM to de- 
velop online retailing for medium-sized 
German companies. 

This may create islands of puolitability | 
But it will not solve Deutsche Telekom's di£- . - 
ficulties in its core business. At a time when `- 
telephony depends upon low costs and 


flexibility, the firm has too many unionised 
employees, too much debt and too few 


side continental Europe. Talkline, another — bright ideas. 
newcomer, will offer Internet access. Two ja ee 









It's easy to find Milton Keynes: situated on the 
M1, at the heart of one of the UK's most effective 
communications networks, midway between London 
and Birmingham. CNT, England's largest 
owner of development land, can give you access 


to this strategic location, one of the country’s 


most important regional business centres at | Whether it's a mamy detached period home, à chanwterful 
‘ € ` . - 


converstan or architect designed energy-ethicient modem 


However, Milton Keynes is far more than P 3 N = $ 1 Z M aere H housing to suit everyone's needs in 
this. It also enjoys a truly outstanding quality ie ; f | 
of life MILTON KEYNES $ 

The town is surrounded by open .— 
countryside and offers a wide range ol ^ d : 










sports and leisure pursuits 
There is a splendid selection of high- 


quality homes at reasonable prices, and 


Few toina ofler «uw ha superb Choice af office space from small 
suites to minor company headquarters These premises, in a wide 
"unen af «tyle« ure myry d nnper eh price 


excellent shopping and educational 
facilities. As a place to live as well as a 
place to succeed, few towns can 
match what Milton Keynes 
has to offer 

A superb choice of prime development locations 
and modern office premises is readily available 


Talk to CNT. We re ready to help you find business 





Milton Keynes offers a better quality of life m a green emnronment The countryside around Milton Keynes allows vou to enjoy the 
success here in Milton Kevnes. free of traffic congestion. Leisure pursuits range from golf te sailing ideal lifestyle of an English village 


LOCATIONS MADE FOR BUSINESS SUCCESS. 


CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN 19 KEY LOCATIONS THROUGHOUT ENGLAND 
ASK ABOUT: € DEVELOPMENT SITES. € FAST-TRACK PLANNING € CONFIDENTIAL AND COMPREHENSIVE SERVICE 





IN THE UK CALL 0800 721 721 FOR DETAILS. OUTSIDE THE UK CALL «44 1908 696 300. 


e-mail: marketing@ent.org.uk Internet: http://www. cnt org.uk 









HERE is something of the ambassador 
about the chairman of Rolls-Royce, with 
his white hair and hands hooked in the 
pockets of his dark-blue pin-striped suit. Yet 
beware Sir Ralph Robins's suave charm. For 
he can also behave with the determined cun- 
ning—his enemies might call it perfidy— 
5c | that was the hallmark of British diplomacy 
| initshey-day. 
-|. In the past few months Sir Ralph has 
Shown more mettle than most stuffed-shirt- 
British industrialists do in an entire career, 
- giving a bloody nose to America's General 
.| Electric (GE), and waging a campaign at 
| home over the future of Rolls-Royce Motors, 
"à car company that was once part of the | 
aero-engine group Sir Ralph has run since 
984. His English methods are debonair but — 

adly. His battles also demonstrate a 
valued the world over: Sir - 
has a keen eye for the small print of legal inset 
. “Ta ce the skirmish over Rolls-Royce Motors, which has been 
put up for sale by Vickers, the middling British engineering con- 
lomerate that has owned it since 1980. Potential bidders for one 
-of the world’s best-known brands include Daimler-Benz (which 
makes Mercedes cars), Bmw, Ford and Volkswagen. Saving the 
efforts of an improbable bunch of particularly rich Rolls-Royce 
owners who have vowed to keep the brand British, the chances 
t are that the symbol of British luxury will fall into foreign hands. 
| As head ofthe aero-engine business, the closest Sir Ralph usu- 
ally gets to the famous cars is racing his 1938 4-litre Bentley. The 
two businesses were splitin 1971, when Rolls-Royce aero engines 
was nationalised as a result of its financial difficulties. Seeing 
| that Vickers, which cannot afford to develop new models, 
| wanted to sell the group. Sir Ralph stepped in. He has asserted 
| that articles splitting the car and aero-engine units left his com- 
pany with the rights to the Rolls-Royce name wherever it is used. 
| What is more, he has spotted a clause in the original sale docu- 
| ment giving the aero-engine group the right to veto the purchase 
| of the car company by foreigners it does not like. — 

Vickers is furious. It does not contest that the aero-engine 
group owns the brand, but points out that the car company has 
“free, exclusive and perpetual” use of the 
name—which, in Vickers’s eyes, means 
that it can sell Rolls-Royce Motors to 
| whomsoever it chooses. it also says that 

|. Sir Ralph’s supposed veto, written before 
..| Britain Joined the a Union, is 






















£250m Golda ot so for its ^ — 
rather than the £400m it might have to 
pay in an open auction. This would help 








Small print, big profits 


The chairman of Rolls-Royce, Sir Ralph Robins, has a knack for turning 
the law to his firm’s advantage 

































cement the aero-engine partnership. 

Legal legerdemain is more powerful still 
when coupled with a genuine competitive 
advantage, which Rolls-Royce has in jet en- 
gines. In the market for big jets Sir Ralph has 
taken Rolls-Royce from a poor third in the 
mid-1980s to joint first along with Pratt & 
Whitney (part of United Technologies). The 
firm’s market share has grown from under 
10% to 40%. GE, 1n contrast, lags with barely a 
fifth of the market, despite having a new en- 

gine design. Rolls-Royce's American rivals 
have tried and failed to prove that it receives 
British subsidies. Last year Jack Welch, GE's 
boss, decreed that his firm will no longer 
compete in this end of the market. 
 Rolls-Royce's success is rooted in the 
1980s—and depended upon Sir Ralph’s in- 


had signed a deal with Ge that gave it a stake in a profitable line 
of small American engines, as a junior partner, in return for its 
staying out of the big-engine business. Sir Ralph was none too 
happy with what he saw as a legal straitjacket that would perma- 
nently condemn Rolls-Royce to the sidelines. 


Power play 


Then he spotted a way out. The upper limit on engines was de- 
fined by the diameter of the fan blade. As GE saw it, the bigger the 
fan, the greater the power. But Sir Ralph and his fellow engineers 
realised they could get more power without increasing the fan- 
blade’s diameter, using a proprietary technology that replaced 
one large fan with three concentric shafts. When Rolls-Royce 
suddenly came out with a high-powered engine of its own, GE 
cried foul and broke off the partnership. 

The technology that enabled Rolls-Royce to escape the agree- 
ment was a genuine breakthrough. Its American rivals make 
more powerful engines for the latest big, twin-jet aeroplanes by 
redesigning their core, making it bigger and heavier. Since Rolls- 
Royce can mix and match shafts inside the existing core to in- 
crease power, it boasts lighter, more fuel-efficient engines and 
lower development costs. 

You might think that such behaviour 
would make Rolls-Royce a corporate pa- 
riah. Not a bit of it. Like a true diplomat, 
Sir Ralph is charming in victory. The 
spat with GE was “a misunderstanding” 
he explains. Indeed, Rolls-Royce collabo- 
rates happily with Ge on a military jet 
engine. Meanwhile, behind the scenes, 
the legal dexterity continues. A team of 
140 consultants from AT. Kearney and 
EDS is combing through the main Rolls- 
Royce engine factory in Derby, trying to 
squeeze out yet more cost. Naturally, the 
contract. states. that they will get paid 
their full whack only if Rolls-Royce sees 
the savings ee have pee 





genious interpretation of yet another legal 
agreement. By the time he became manag- 
ing director in 1984, Rolls-Royce was desperate for money and. 





E RRRRRR————Ó———————Ó—————— PM——— € —— — erga ppt bys neta tof rer ree inten ii entering EU RAA VAARA EANA NA eN E A a ainin n man T t 
^» 2 





REPERI ERN ERE LEE O EEN ERN 


FINANCE AND ECONOMICS 





Too soon to celebrate 


BANGKOK AND SEOUL 


Asia's share and currency markets have soared. But the region's economies 


have by no means hit bottom 


N RECENT months panic buying in 

South-East Asia has largely been con- 
fined to food shops. This week it hit the 
stockmarkets. Returning from the Chinese 
New Year and the end-of-Ramadan holi- 
day, investors were anxious not to miss the 
start of a recovery from last year's crashes, 
and piled into regional shares. Their pur- 
chases helped local currencies to claw their 
way up from the depths. Optimism, nota- 
ble for its absence during the past eight 
months of financial turmoil, suddenly 
seems abundant all over Asia. 

Too abundant, perhaps. After months 
of desperation, during which stockmarkets 
fell sharply everywhere in East Asia except 
China, and many currencies lost more than 
half their value against the American dol- 
lar, it is tempting to argue that the worst is 
over and that the Year of the Tiger will not 
be so dire after all. But the region's crisis- 
plagued economies have not regained their 
vigour overnight. Stability in their finan- 
cial markets is fragile, and economic recov- 
ery has not even begun. 

The stockmarket gains early this week 
were certainly spectacular (see chart). From 
February 2nd-sth, the Malaysian stock ex- 
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change shot up 25.1%; Thailand's, which 
had already climbed 34% in January, rose 
another 6.7%. Hong Kong, Jakarta, Manila 
and Singapore all booked solid gains. 
Among the stockmarkets of East Asia's trou- 
bled emerging economies, only South Ko- 
rea's was subdued. That is understandable: 
having out-performed all the world's other 
markets in January, Seoul is still up nearly 
5055 this year. 

As investors poured into local shares, 
they needed local currencies to make their 
purchases. This helped halt the long slide 
against the dollar that had started with 
Thailand's devaluation last July. On Febru- 
ary 5th the most bruised currency of all, the 
Indonesian rupiah, stood at 9,250 to the 
dollar. That is still 73% below its value last 
July, but much better than the 16,500 it 
touched last month. 

The stockmarket rebound reflects more 
than post-holiday exuberance and jitters 
about missing out on Asia's recovery. There 
has also been good news. On January 27th, 
Indonesia finally announced plans to 
resuscitate its banks, which had become 
paralysed by bad debts and fleeing deposi- 
tors. The next day, South Korean banks 


reached an agreement with their creditors 
to reschedule $24 billion in short-term 
debts. And on January 3oth, Thailand 
eased the exchange controls put in place 
last May in a vain effort to protect the value 
of its currency, the baht. 

More generally, investors seem in- 
clined to believe that Asia's governments 
have faced up to their difficulties and are 
taking the painful steps needed to put them 
right. Admittedly, Thailand, Indonesia and 
South Korea had little option: many of 
their measures were conditions tied to res- 
cue funds—totalling more than $100 bil- 
lion—arranged by the mF. Even so, there 
are signs that the IMFs programmes, de- 
spite causing a wrenching economic slow- 
down, are having positive effects. Thailand, 
whose whopping current-account deficit 
helped trigger the turmoil, is now running 
a monthly current-account surplus. 

All of this offers a glimmer of hope that 
the downward pressure on currencies will 
ease. That would make servicing foreign- 
currency debts less crippling and might 
even allow domestic interest rates, which 
have been kept high to stabilise exchange 
rates, to drop a bit. Those effects, in turn, 
could allow many desperate companies to 
return to a semblance of solvency, and so 
halt the inexorable rise of bad debts 
swamping the region’s banks. Healthier 
banks could provide exporters with the 
working capital they require to take advan- 
tage of their newly competitive currencies. 

But such a virtuous circle still remains a 
distant dream. Having prescribed the nasty 
medicine necessary, most governments 
have still to swallow it. Indonesia remains 
in the worst fix. The country’s payments sys- 
tem has broken down, and many foreign 
banks will not accept Indonesian letters of 
credit, throttling trade. Almost all big Indo- 
nesian companies are, on paper, bankrupt. 
A “temporary freeze” on foreign debt pay- 
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ments announced on January 27th ac- 
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knowledges what creditors already knew: 
that borrowers cannot pay. At least $65 bil- 
lion of private-sector debt has to be re- 
scheduled or written off. 


Waiting for the bottom 


Indonesia's solvency problems cloud the 
outlook in South Korea, whose banks' expo- 
sure to Indonesia is put at $6 billion-$10 
billion. If South Korean banks must book 
large losses on these credits—they have not 
done so to date—the credit crunch in Korea 
will become even tighter. As it is, the Ko- 
rean Institute of Finance is forecasting that 
more than 50,000 firms will go out of busi- 
ness this year. Foreigners will soon be al- 
lowed for the first time to launch hostile 
takeover bids for listed Korean companies. 
But, as Thailand found when it eased own- 
ership rules for its banks last October, they 
may well hold off until they are convinced 
the currency has reached bottom. 

Thailand itself, having closed down 56 
of its 58 finance companies last year, now 
faces the Herculean task of disposing of 
their assets, and of finding enough capital 
to keep the remaining banks in business. 
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The first auctions of foreclosed assets are 
due later this month, when office equip- 
ment and thousands of repossessed cars 
are to be put under the hammer. It is not 
clear who still has the money to buy them, 
let alone the relics of the property bubble 
which wrecked the banks. 

With so many financial hurdles still to 
overcome, it seems improbable that re- 
gional currencies and markets have found 
a solid footing. It is more ofa "toehold on a 
ledge on a very steep cliff", says Neil Saker 
of Socgen Crosby, a stockbroker. Any num- 
ber of unpleasant surprises could push 
them over the edge again. Politics might be 
one. In Indonesia, President Suharto faces 
all but certain re-election next month. He 
could destroy market confidence with his 
choice of vice-president. In South Korea, 
trade unions have threatened to take to the 
streets if the National Assembly makes it 
easier to sack workers. 

If mishaps are avoided, and currencies 
and stockmarkets do stabilise or strengthen 
soon, that will be too late to save millions of 
people from the effects of the downturn. Af- 
ter years of rapid growth and rising in- 
comes, they are having to learn to live with, 
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at best, a sharp slowdown and, at worst, a 
recession. Unemployment is mounting 
and so are prices. Even if the markets do de- 
clare a formal end to the region’s financial 
crisis, its economic slump has only just 
begun. 





Spanish banks 
Final helpings 


MADRID 


PANIARDS have become passionate 

about stocks. Lured by buoyant share 
prices and a series of successful privatisa- 
tions, more than a quarter of Spain’s 13m- 
odd households now own shares. The final 
stage of the privatisation of Argentaria, 
Spain's fourth-largest bank, reveals the 
depth of their enthusiasm. Whether they 
are as wise as they are eager is less certain. 

The sale of the government's remaining 
29.2% stake in Argentaria, which closes next 
week, is already greatly oversubscribed. 
Francisco Gomez-Roldan, the bank's chief 
executive, reads this as an endorsement of 
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How big is Asia? 


SIA's troubled tigers appear to be 
wasting away. Indonesia’s GDP was 
$226 billion in 1996; this year it will 
shrink to only $50 billion, ifits dollar ex- 
change rate remains near current levels. 
That would leave the country’s income in 
dollar terms no higher than its level in the 
late 1970s. Measured on the same basis, 
the economies of South Korea and Thai- 
land could be almost 50% smaller this 
year than in 1996 (see table). This is why 
some economic commentators are fret- 
ting that the economic gains of a whole 
generation have been wiped out by the re- 
cent financial crisis. 
But these numbers are deceptive. 
Many East Asian economies certainly 








face a painful year, but much 
less painful than these dollar 
figures suggest. Devaluation 
makes it harder for borrowers 
to repay foreign debts, but it 
does not reduce the volume of 
output. The volume of goods 
and services produced is ex- 
pected to fall this year in Indo- 
nesia, South Korea and Thai- 
land, but by a modest 1-3%. 

This shows how misleading 
it can be to convert a country’s 
local-currency Gpp into dollars at market 
exchange rates. For one thing, wild swings 
in the rates make a mockery of such con- 
versions. For another, market rates rarely 
reflect the relative purchasing power of 
currencies. Many economists therefore 
prefer to use purchasing-power parities 
(PPPs), which take account of variations in 
price levels, to measure the relative size of 
economies. The ppp exchange rate is the 
rate that equates the prices of an identical 
basket of goods and services in different 
countries. (The Economists Big Mac In- 
dex provides a rough and ready measure 
of PPPs.) 

Emerging economies’ exchange rates 
are usually undervalued relative to PPP, 
because the prices of non-tradable ser- 
vices, such as housing or transport, tend 
to be much lower than in rich economies. 





Purchasing power still bites 


East Asian currencies are now massively 
undervalued, and hence the size of their 
economies is also massively understated 
relative to America’s. 

If measured in PPP terms, the tiger 
economies dollar Gprs have not de- 
clined since 1996. And for most of them, 
the pprr-based measure is much higher 
than current dollar GDP figures. Con- 


verted at PPP, Indonesia’s GDP is esti- 


mated at $1 trillion in 1998—20 times big- 
ger than its GDP at current exchange rates; 


Thailand's GDP is more than five times 


larger on a PPP basis. 
This, in turn, makes a huge difference 
to the tiger economies’ weight in the 


world economy. Measured at latest mar- 


ket exchange rates, emerging East Asia (in- 


cluding China) now accounts for just 7% 
of world output; measured according to 


" TPurchasing-power b . ‘ 
| eles SS cath eY] But after the recent devaluations, many — ppp, it accounts for a heftier 20%. 
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Absorb a book's most important ideas from 
eight pages, not hundreds! 


Now you can read 
the best business books of 1998 
—in just 15 minutes each! 
T ts the executive dilemma of the Nineties: 
- Information overload. 
With all of your professional reading 
burdens, you probably find it impossible to 
keep up with the new business books. There 
should be a simpler way. And there is. 


A systematic solution. 

Suppose you had an assistant who screened 
and selected only the quality books for you. 
Who culled the most important ideas from each 
one, and compiled them into a neat little execu- 
tive summary. So you could obtain 
a working knowledge of the book's contents— 
in a fraction of the time. 

Now you can hire that "assistant." 
Soundview Executive Book Summaries. 

Every month, you receive quick-reading. 
time-saving summaries of the best new 
business books. Each contains all the key 
points in the original book. But instead of 200 
to 500 pages. the summary is only eight pages. 
Instead of taking five or ten hours to read, it 
takes just /5 minutes! 


zt You'll benefit five ways. 
, In 1980, shortly after the debut of Executive 
30. 'ummaries, Th Wall Street Journal 
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| | burdened executive . . 


Gain a competitive edge. With the breadth 
and depth of knowledge gained from books, 


it’s less likely that you'll be caught off 
guard. Count on it: Major changes in the 


economy and the business climate are | you a broader perspective and a deeper level 


-of insight. And the ideas and solutions they. 
- contain can pay big dividends for you. : 


ahead. Will vou be ready? 


Get ideas you can use. Discover practical - 


techniques you can put to work immediately. 


Bolster your business confidence. You. T 
gain a real understanding of the key points | 
of the hottest new business books. When | 


| a | US$139. To buy the 30 books we'll s 
a title or author comes up, you'll be 1 


prepared to respond intelligently. 


than a book. 


load! How often have you cracked open 
a book with great expectations—only to find it 


a huge disappointment? We select the truly | 


worthwhile titles—and discard the rest. 


How many of these outstanding 
books have you read? 


Here's just a sampling of the superb. 
| business titles we summarize for you: 


e The Living Company Arie de Geus 

e The Anatomy of Persuasion Norbert Aubuchon 

e Stress for Success Loehr, Groppel, and Etcheberry 
e The Leader of the Future Hesselbein et al 

e Beyond Reengineering Michael Hammer 

@ Mission Possible Blanchard and Waghorn 

e The Soul of the Firm C. William Pollard 

€ Leading Change John P. Kotter 

* The Loyalty Effect Frederick F. Reichheid 
e...and many more! " 


The books we summarize cover just about 
every subject you need to know: Management 


| . to what is becoming an | 
| increasingly irksome management problem: 
| too much to read." Here s why: 


1. 


1 you have the time to read even Aalf of them? 
Learn more, remember more. According to | — | 
studies published in psychology journals, - 
you retain the content of à summary better 





PEDES 


Reading time: 15 minutes each. Tens of 





techniques. Planning. Trends and: recasts.. 
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| productivity. Leadership, delegation, and mc 
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| national business. Guidance on your caree 

| achievement, and personal growth. And more. 
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< FREE, That's 14 months for the price 
"You'lt also receive Skills for Success, 


Slash hundreds of hours off your reading “with the best ideas from past Summaries. 
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If at any time you are not 100% pleased, let us 
know and we'll send you a prompt and full refund. of 
the entire purchase price. 


The 30 best business books of the year. 








thousands of executives, in 136 countries, hav 
discovered this unique system for keeping 
informed and ahead. Nothing else even comes 
close. Please respond today. T6 


How to begin: 

>» COMPLETE THE COUPON and mail to: 
Soundview Executive Book Summaries, 
3 Pond Lane, Dept. SEC028, 
Middlebury, VT 05753-1164 USA 

P CALL 802-388-8910 
24 Hours a Day 

> FAX your credit card order to: 
802-388-8939 


-P ORDER via the Internet: 


http://www.summary.com (World Wide Web) = 
OR e-mail: sales@summary.com E 
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a Book Summaries 
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for 14 months at only US$139 

(US$95 in Mexico). Price Address... a 
includes Airmail delivery. Also — 

rush my FREE copy of Skills PPP PUN RC RUNE 


for Success. | may cancel at 
any time and receive a full 
refund of the entire purchase 
price. Whatever my decision, 
everything | receive is mine to 
Keep. 


Soundview 
EXECUTIVE Book SUMMARIES 
3 Pond Lane, Dept. SECO28 
Middlebury, VT 05753-1164 USA 
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y fot. As in previous heen pri- 
isations, the government is retaining a 
"golden share", which allows it to forbid 
_ any investor from buying more than 10% of 
Argentaria for the next three years. That 
gives Mr Gomez-Roldan and Francisco 
Gonzalez-Rodriguez, who took over as 
^ chairman in 1996, some time to restructure 
their unwieldy institution. 

Argentaria, which has assets of Pta11.5 
. trillion ($76 billion), was created with a 








. “federated structure". This is a fancy way of 


__saying that its four components—Banco Ex- 
“terior, which lends to corporate clients; 
-Caja Postal a savings bank; Banco 
Hipotecario de Espana, a mortgage lender; 
and Banco de Credito Local, which: fi- 
. nances public infrastructure—have very lit- 
. tle to do with one another. Among other 
- consequences, Argentaria lags badly in re- 
tail banking and earns slimmer margins 
. -on its loans (see table). 

|»  Thebiggest piece of Argentaria i is Banco 
Exterior, which accounts for 40% of the 
. group's loans and 56% of its total assets, It is 
- also the least efficient piece, contributing 
. just 15% of earnings. It averages 11 employ- 
= ees per branch, compared with eight per 
^ branch for the five largest Spanish banks, 
and pays them 2596 more than the sector av- 
erage, thanks to generous labour deals with 
past governments. Even with a union 
agreement last July to allow Banco Exterior 
to shed 30% of its workforce over the next 
two years, the operation is unpromising. 

Competitors, however, salivate at the 
thought of buying Caja Postal, which has a 
ten-year agreement to use post offices as 
branches, and Argentaria's Banco Directo, 
which leads the Spanish telephone-bank- 
ing market. The mortgage bank is also a 
jewel. All of this makes Argentaria a perfect 
candidate to be taken over and then 

dismembered. 

So is Argentaria done for, the golden 
share merely a stay of execution? The mar- 
. kets clearly think so. At the moment Argent- 
-aria trades at about 1.4 times its book value, 
.::3096 below its peers. Neither of Spain's two 
biggest banks, Banco Santander and Banco 
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Bilbao Vizcaya, would allow the other to 
take over Argentaria without a fight that 
would send the share price soaring—as- 


suming they could overcome public resis- 


tance to the concentration such a move 
would produce. Expansion-minded for- 
eign banks may also see Argentaria as a rel- 
atively cheap way to enter Spain. If the right 
offer comes along, the government might 


. just agree to surrender its golden share and _ 
—. half, to just 3.5% this year, but they are also, 


make millions of Spanish investors happy. 





' Financial deregulation 


BL zz words 


SINGAPORE 


“HAT it ain't broke has never been a rea- 

son for Singapore’s government not to 
fix something. But with much of East Asia's 
financial system dissolving, this seems an 
odd moment to be proposing looser forms 
of financial regulation. 


‘Yet Singapore has decided “to rethink | 
fundamentals and chart new directions”, 


and to regulate with a “lighter touch”. The 
words are those of Lee Hsien Loong, deputy 


prime minister and newly appointed 


chairman of the Monetary Authority of Sin- 
gapore (MAS), the country’s central bank. Of 


various committees pondering reform, one 


pronounced on February 2nd. Its propos- 












gradual 


are more drastic. "There's been a complete 
_ change of mindset”, says one banker. > 


. country that badly wants to be a regional 
. financial centre. Singapore already com- 
petes with Hong Kong and Tokyo, and 
-< may, in future, facea challenge from Shang 
hai. Officials believe that the pressures of 


technology will make it impossible to com- 
bine cosy protection at home with a re~ 
-gional reach. Moreover, some countries, 



















als included a Allip for th nascent fund 
management industry by releasing more of 
Singapore's vast stock of public money an 
compulsory private savings; developmt 
ofthe local debt market; and tax ina 
for some financial activities. — ' 
E as iier the reforms d 


which will jus more S p compet 

for banks and stockbrokers, bette 
dards of disclosure, and less regul 
from the MAS, whose big stick will be 
wielded by “market discipline”. Nota big | 
bang, says Mr Lee, so much as “a process of 
but cumulatively significant 
change”. In the private sector, assessments 


. The troubles in neighbouring econo- 
mies may cut Singapore's growth rate in 


says Mr Lee, "a valuable opportunity" fora 


global financial liberalisation and new 


such as Thailand and Indonesia, are being 
forced to open their banking systems to for- . 


eign ownership at a time when their assets. 
and currencies are extremely cheap. In 
Thailand, the only foreign institution so far ; 
“to take advantage of this relaxation is the - 
. Development Bank of Singapore. 


As with so many Singaporean initia- 


| tives, this one can be traced to remarks by 


Mr Lee's father, the senior minister Lee 





Kuan Yew. Last year he lamented that Sin-- . 
gapore had less of a “buzz” than Hong . 
Kong. Many agree that the rival centre is ~ 


more entrepreneurial and less risk-averse. © 


Singapore does not want to mimic all of | 
Hong Kong’s free-wheeling ways, but to in- 


stil some of these qualities into its own - 
businesses. That may be the hardest part. It 


 iseasierto regulate against risk-taking than 
to convince banks to take risks prudently. 





investment banking 


Barclays lite 


ISITORS to the former headquarters of 

BZW, a London-based investment. 
bank, might be forgiven a snigger or two. 
Two huge marble slabs, decorated with th: 
BZW logo, still straddle the foyer like gia 
tombstones, memorials to the ambi of 
its commercial-bank parent, - 
stand among the giants. o of i inve 
banking. BZW is no more, havi : d 
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membered by its parent last November.On 
February 2nd Barclays admitted that it had 
paid at least £688m ($1.1 billion) to leave the 
investment-banking business. Or, at least, 
to leave some parts of it: for upstairs, above 
the funereal foyer, much of what used to be 
BZW is still going strong. 

Shorn of its equities business, Bzw has 
metamorphosed from a big investment 
bank into a medium-sized one. Once the 
sales and closures of bits of Bzw are com- 
plete, Barclays Capital, the new name for 
what remains, will employ about 3,500 
staff, 800 of them in America. Yet Barclays 
Capital merits attention not because of its 
size, but its scope. At a time when most big 
banks believe that they must compete 
across the board, Barclays Capital has cho- 
sen to specialise. If it succeeds, it will chal- 
lenge the logic that is driving the rapid 
consolidation of investment banking. 

Unlike Bzw, Barclays Capital does not 
arrange new share issues, trade shares, or 
offer advice on mergers and acquisitions. 
What is left can be split into two divisions. 
One ranks among the world's top foreign- 
exchange traders and is a leading dealer in 
bonds denominated in sterling. The other 
includes some traditional banking busi- 


. Warren Silverfinger 


NEW YORK 


OR weeks rumours had run rife that 
someone was stockpiling huge quan- 
tities of silver. But no one had imagined 
that that someone might be America's 
second-richest man, Warren Buffett. 
| When Berkshire Hathaway. the com- 
pany Mr Buffett runs, said on February 
4th that it had bought 130m ounces ofsil- 
ver since July 1997, his legions of admir- 
ers were left wondering what America's 
best-known investor was up to. 
It is highly unusual for Berkshire 
| Hathaway to volunteer information 
about its investment strategy outside its 
annual report, which is due next month. 
Mr Buffett may have been forced to go 
public after a lawsuit was filed last week 
| against Phibro, the commodities arm of 
| the Travelers financial-services group, al- 
| 


leging that it was trying to manipulate 
the silver market. Berkshire Hathaway is 
one of Travelers' main shareholders. Fol- 
lowing disclosure of Mr Buffett's pur- 
chase, Phibro admitted that i* had been 
buying silver for Berkshire Hathaway. 
The announcement that Mr Buffett 
had bought roughly 20% of 1997's total 
world output of silver sent silver prices 
| soaring. But admirers of the “Omaha Or- 
. acle" were left puzzled by what message 
| Mr Buffett was sending by dabbling in 
silver for the first time in over 30 years. 


8O 


nesses into which Barclays wants to inject 
investment-banking savvy, such as financ- 
ing big infrastructure projects and provid- 
ing loans for less creditworthy companies. 

The man behind this strategy is Bob Di- 
amond, Barclays Capital's boss and former 
second-in-command at Bzw. Mr Diamond 
is not known for tolerating slackers. Since 
he joined Bzw in July 1996, he has sacked 
more than 600 staff and hired 500 people 
to replace them. At Barclays Capital, he has 
made information technology one of his 
top priorities. One of Bzw's headaches was 
that its computer systems were a patchwork 
ofincompatible software and networks. Mr 
Diamond has been given the nod to build a 
whole new infrastructure. 

Yet he faces some serious handicaps. 
Barclays has spent the past ten years build- 
ing its investment-banking businesses un- 
der the Bzw brand. It has now relinquished 
this. "As a brand, Barclays Capital lacks 
credibility," says one rival banker. Nor will 
Martin Taylor, Barclays' boss, be in a hurry 
to promote his latest investment bank too 
widely. Shareholders hate the business: 
since Mr Taylor ditched Bzw, Barclays’ 
shares have risen by 17%. 

Mr Diamond will need to win over his 


Maybe there is no other message than 
that Mr Buffett knows a good investment 
when he sees one. In each of the past 
eight years, worldwide demand for silver 
has been met only by running down re- 
serves, which have become very low. Un- 
der those circumstances, Berkshire's 
huge purchases were bound to push 
prices up—in the event, by 50% since July. 
The question now is whether, having 
struck gold in silver, Mr Buffett will be 
able to sell out as secretly as he bought in. 





Hi, Silver 





Profits make Bob Diamond smile 


employees, too. Some of those left at the 
bank following the sweeping job cuts (staff 
turnover topped 35% last year) are under- 
standably anxious about their future. There 
is a lingering suspicion, both inside the 
bank and out, that Barclays is still not fully 
committed to the investment-banking 
businesses it has retained. And although 
Mr Diamond is said to inspire fierce loyalty 
among those who trust him, he is feared in 
equal measure by those who do not. “If you 
shake his hand,” says one victim, "check 
that all your fingers are there afterwards." 

Perhaps the biggest worry is that 
Barclays Capital will fail to stick to its 
mooted comparative advantage: special- 
isation. Competitors say its strategy is 
flawed, because customers demand a full 
range of services from an investment bank. 
Mr Diamond, however, argues that invest- 
ment-bank customers are highly sophisti- 
cated, and will pick the best provider for 
each service they buy. So far, his judgment 
looks right: this week, Barclays Capital re- 
ported a 1997 operating profit of £248m. 
But there is plenty of talk about expansion. 
Barclays Capital wants to trade in emerg- 
ing economies' debt markets. It hopes to 
crack other west European bond markets 
besides Britain's, and to become a big un- 
derwriter of junk bonds. “I love to build,” 
says Mr Diamond. Barclays’ shareholders 
may prefer that he did not. 





Reuters 


Terminal decline? 


T SEEMS odd that in the so-called In- 

formation Age, the world’s biggest in- 
formation company should be having such 
headaches. Yet Reuters has big worries, now 
including a legal investigation into accusa- 
tions that one of its units has stolen in- 
formation from its main rival, Bloomberg. 
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And the investigation may not be the worst 
of Reuters’ problems. 

Reuters still towers over the $5.8 billion 
financial-information business. Last year, 
according to Waters Information Services, 
a market research company, it accounted 
for 40% of the industry’s revenues. But even 
as smaller players such as Dow Jones Mar- 
kets and Knight-Ridder Financial have 
headed for the exits, Reuters has struggled. 
Its revenues are stagnant at best and its 
share price is crumbling (see chart). 

Reuters' basic problem is that it domi- 
nates the wrong bits of the business. It is 
strong on trading floors, where dealers use 
its systems to price securities and curren- 
cies. But as investment banks merge, the 
number of traders, and therefore the num- 
ber of screens, is falling: in Britain, accord- 
ing to Kimsey Consulting, the number of 
front-line dealers is down from 32,000 ten 
years ago to 28,000 today. The growth is on 
the “buy side", among money managers 
and big institutional investors who want to 
know if, say, a particular bond would be a 
useful addition to their portfolios. This 
market is dominated by Bloomberg, whose 
terminals have come with analytical tools 
that Reuters, until recently, did not offer: 
not just the price of a bond, but the bond's 
price history and its performance com- 
pared with other investments. 

As Bloomberg has gained market share, 
Reuters financialinformation business, 
which accounts for two-thirds of its reve- 
nues, has gone flat. Worse is to come. Reu- 
ters makes a disproportionate share of its 
money in Europe, where it is by far the 
most popular system for currency traders. 
But after Europe's single currency, the euro, 
comes into being next January, European 
foreign-exchange trading will wither. The 
euro will also trigger more consolidation 
among Europe's banks, and that will deal 
Reuters yet another blow. 

Reuters has responded to these threats 
by expanding into electronic trading. Trad- 
ing systems "are the information-industry 
equivalent of being in the cocaine-manu- 


Blooming awful  neuters: 


share price 
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facturing business”, says Gregory Smith of 
Dow Jones Markets. “I wouldn't be sur- 
prised if the margins there were 80%.” But 
here, too, Reuters has run into trouble. It 
dominated on-screen currency trading un- 
til recently. Now, however, EBs, owned by a 
consortium of banks, handles more trades, 
with a greater average value, than Reuters. 
Instinet, Reuters’ stock-trading subsidiary, 
has fared far better, but it is now under 
threat from a deal announced on January 
13th between America’s Nasdaq stockmark- 
et and OptiMark Technologies, a software 
company partly owned by Dow Jones. This 
would allow buyers and sellers to trade di- 
rectly with each other, by-passing fee-charg- 
ing systems such as Instinet. 

With these profitable areas under pres- 
sure, Reuters needs to expand among buy- 
side users in America. This is a market dom- 
inated by Bloomberg. Reuters' latest system, 
Reuters 3000, was designed specifically to 
compete with Bloomberg. In developing 
the software that lets users manipulate 
data, Reuters Analytics, an American sub- 
sidiary, is now alleged to have hired a com- 
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pany founded by a former Bloomberg em- 
ployee to steal information about 
Bloomberg's software. This is a charge 
which, Reuters confirmed publicly, is now 
under investigation by the us Attorney's Of- 
fice in New York. 

Reuters has declined to comment on 
any portion of this article. But its deter- 
mination to acquire software is clear from 
the number of relationships it has set up 
with small financial-software companies. 
Not all of these have ended happily. In- 
deed, Reuters Analytics was formerly Capi- 
tal Markets Decisions, a company with 
which Reuters struck up a relationship in 
1989. This ended acrimoniously in 1993, 
when the company's founder sued Reuters, 
alleging that it had secretly employed his 
programmers to build a clone of his system. 
No determination was made on this point, 
because Reuters bought the company for an 
undisclosed sum. 

One of Reuters' current suppliers com- 
plains of its attempts to squeeze informa- 
tion out of companies like his. They sup- 
posedly include a recent e-mail sent to a 
mid-level employee (with a disclaimer at 
the bottom that "any views in this message 
are those of the individual sender") de- 
manding detailed information about all 
other clients, all products provided to them 
and all uses to which they are put. 

Reuters 3000, the result of all the effort 
that has gone into matching Bloomberg's 
analytic standard, is generally reckoned a 
good system. But it has sold more slowlv 
than Reuters had expected. As money man- 
agers own technology becomes more so- 
phisticated, many want to add their own 
software to the analytic capabilities offered 
by the data providers. As that trend spreads, 
Reuters may have even more difficulty 
charging a premium price for what users 
increasingly view as a commodity. 
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Tackling monopolies 


Fans are paying more to watch sport every year. Is it time for governments 


to intervene? 


ONOPOLY in sport is suddenly a 
sensitive issue. The escalating cost 
of watching games is pushing anti-trust 
authorities to examine the deals between 
sporting bodies and broadcasters. Brit- 
ain's competition watchdog is scrutinis- 
ing English football. The European Com- 
mission now has several investigations 
under way into restrictive practices in Eu- 
ropean football and monopolistic behav- 
iour in Formula One motor racing. And 
an American court recentlv ruled that the 
National Basketball Association (NBA) 
could not prevent the Chicago Bulls sell- 
ing rights to games that are not broadcast 
as part of the NBA's exclusive 
television deal. 

Money is pouring into sport 
because viewers are wiliing to 
cough up a lot to watch it. They 
pay for it in different—and 
mainly indirect—ways: through 
taxes to finance public-service 
television; through time spent 
watching additional advertis- 
ing during matches broadcast 
on commercial networks; in 
subscription fees to cable or sat- 
ellite channels; or directly, on a 
pay-per-view basis. But viewers 
are paying over the odds be- 
cause sporting authorities are 
able to use their control overthe L 
supply of games to force up the PI 
price of TV rights. America’s Na- 
tional Football League (NFL) is negotiat- 
ing eight-year deals worth a total of $15 
billion with several American TV net- 
works. BSkyB, which broadcasts via satel- 
lite in Britain, is paying the English Pre- 
mier League £620m ($1 billion) over four 
seasons for the rights to a fraction of its 
matches. 

Striking down exclusive broadcasting 
deals might somewhat lower the cost of 
watching sport. But this would not solve 
the problem entirely; in the case of the 
NFL, the league has managed to appor- 
tion rights among several broadcasters in 
such a way as to maximise its profits. This 
suggests that the purveyors of sport are ex- 
ercising monopoly power. 

There are two ways to curb monopoly 
power: inject competition or regulate the 
monopoly. The first of these is hard to ap- 
ply to sports. Although team owners often 
assert that they compete not just with 
other teams but with other forms of enter- 
tainment, that is true only to a limited ex- 
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tent. Football fans are unlikely to find 
cricket, much less Titanic, an acceptable 
substitute for a soccer match. 
Competition between authorities 
within a particular sport is also a non- 
starter. Fans prefer a single World Cup be- 
cause they want to know which country’s 
football team is the best in the world; a 
rival tournament would defeat that pur- 
pose. Just ask boxing fans. They are fed up 
with the endless punch-ups between the 
four boxing organisations, which rarely 


. 
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deliver the bouts that would establish un- 
disputed “world champions”. Sustained 
competition has been rare. Once the 
American Football League gained a foot- 
hold, the Nrr's bosses quickly realised 
that all concerned would make more 
money if the upstart league merged with 
the NFL instead of competing against it. 

Regulation is a more plausible option. 
In a paper* published by Demos, a British 
think-tank, Julian Le Grand and Bill New, 
both of the London School of Economics, 
recommend a government agency to con- 
trol the prices broadcasters charge view- 
ers. That, in turn, would hold down the 
fees broadcasters would pay for sports 
rights. As in other regulated industries, 
prices could be set to ensure a reasonable 
return for teams and broadcasters. 

This would not be as simple as it 
sounds. Because viewers pay mainly in 


* "Fair game? Tackling monopoly in sports broadcast- 
ing." January 1998. 
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indirect ways, the price is difficult to de- 
termine and hence hard to cap. Some 
broadcasters would surely find clever 
ways around the rules. Moreover, there is 
no obvious way to determine the “right” 
price. If it is too high, consumers will not 
benefit. If it is set low and teams’ revenues 
fall, fans may moan if top stars move 
abroad to earn higher wages. 

Perhaps the solution is competition— 
among teams. They could be forced to sell 
broadcasting rights to their home games 
individually, rather than as a cartel. Box- 
ers already do this. Germany’s compe- 
tition authority recently told German 
football clubs to do the same for interna- 
tional matches, and is considering apply- 
ing that rule to domestic ones too. 

Competition may work well 
where viewers' loyalties to a par- 
ticular team are primarily 
based on how good it is and 
how well it is marketed—as in 
most American sports. Compe- 
tition among teams would 
boost the number of games 
shown and keep broadcast fees 
low. But selling rights individ- 
ually may work less well where 
fans’ support is more tribal—as 
is still mainly the case in Euro- 
pean football. If, say, Inter Mi- 
lan charged more for the right 
to broadcast its matches, its fans 
would not, by and large, switch 
to other teams’ games. Indeed, 
supporters of the most success- 
ful teams could end up paying 
far more to view broadcasts than they do 
now. That would be doubly bad, because 
a wider gap between rich and poor clubs 
would make sport more predictable and 
so less fun to watch. 

Nevertheless, even European football 
may benefit from competition among 
teams to sell broadcasting rights. Roger 
Noll, an economist at Stanford Univer- 
sity in California, believes European 
sport is becoming more like America’s, in 
which teams are brands rather than 
sources of local identity. For example, 
Manchester United, an English football 
club, has attracted many new fans in re- 
cent years, most of whom have no con- 
nection with Manchester. That process 
would speed up, Mr Noll says, if teams 
could sell their rights individually, be- 
cause they would gain wider audiences of 
more fickle television fans. Anti-trust au- 
thorities in voth Europe and America 
should try to make sure teams compete as 
fiercely off the pitch as they do on it. 
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BILINGUAL MBA PROGR 


so Manna, 17 February | . Maprip, 7 March 
^ SINGAPORE, 14 February MILAN, 21 March 


CFA charterholders know i 
not only a good idea - it's 
good business. 


: soma to rnaihtali a high standards ior CFA chan erholders, thier employers and their clients. 
information and a free brochure, call 1-804-963-6825. 


Or vis sit « our r Web. site at www.aimr.org. 


SETTING A HIGHER STANDARD 


LESH — Why IESE for a world-class 


iINIVERSITY OF NAVARRA 


JESE has been tr aining business leaders to work iia global environment for 40 years and 
REA ished the first two-year MBA Program | in E ope C 20. 


P Respond to new nia d s 


IE SE s distinguished faculty offers management education oriented towards interactive learning and. 


decision- -making. 


T 
W Gain a global perspective ; 

IE SE attracts students from over 40 couritries, dus a nétwor k af T7 006 alumni living i in 70 
countries and exchanges with the top business. schools sin the world. 


W Open the door to over 300 million people - 
Arrain Huency in Spanish while doing a top-notch MBA. Students r may take classes entirely in 
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SCIENCE AND TECHNOLOGY 


How AIDS began 


An old blood sample has revealed part of the answer 


EVER throw anything away, you don't 
know when it might come in useful. 
In 1959 a man living in what was then the 
Belgian Congo (now the Democratic Re- 
public of Congo) gave a blood sample to 
some American doctors who were studying 
human genetics. When they had finished 
with it, instead of dropping it in a rubbish 
bin the doctors put it in a freezer, where it 
hung around, half forgotten, until 1986. In 
that year it was examined, along with 1,212 
similar samples, by Andre Nahmias of 
Emory University, in Atlanta. Dr Nahmias 
was looking for signs of human immuno- 
deficiency virus (Hrv), the cause of the then 
newly recognised disease AIDS. The sample 
proved positive, showing that Arps (or at 
least HIV) had long predated the so-called 
“patient zero”, an airline cabin attendant 
whose promiscuous peregrinations across 
North America helped the disease to get a 
good grip there before it was recognised by 
doctors. 
Surprisingly, considering the contro- 
versy that surrounds the origin of Arps 


Patient ‘‘-1°°? 
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(popular conspiracy theories include the 
idea that it escaped from a military labora- 
tory in the country of your choice or that it 
is part of a western racist plot to reduce the 
population of Africa, and there has even 
been a suggestion that it piggy-backed 
around on an early polio vaccine), that 
early sample has only just been dusted 
down for a further examination, to see 
what it has to say about where HIV actually 
came from. A group of researchers includ- 
ing Dr Nahmias and led by David Ho and 
Tuofu Zhu of the Aaron Diamond Arps Re- 
search Centre in New York has fished out of 
the sample what remains of the virus after 
almost 40 years, and has analysed its ge- 
netic material to find out whereabouts it 
fits in the Arps family tree. 

The results, published this week in Na- 
ture, confirm the prevailing scientific con- 
sensus that HIVis a virus which has hopped 
over the “species barrier” and into man- 
kind from another animal. But they suggest 
that the hop took place longer ago than had 
been suspected. They also suggest that, at 
least for the form of Arps which is 
now spreading worldwide, this hop 
took place only once. In other words, 
there was a true “patient zero”. He 
was not, however, the world’s most 
notorious airline steward, but rather 
an anonymous African who some- 
how and in some manner that will 
probably remain forever unknown, 
tangled with a chimpanzee and 
came away with more than he bar- 
gained for. 


The origin of a species 

Viruses are little more than packets 
of genetic material, usually wrapped 
in a protein coat. Generally, the ge- 
netic material involved is DNA—the 
molecule that also carries the genes 
in animals, plants and bacteria. HIV, 
however, is exceptional. It belongs to 
an aberrant class of virus known as 
the retroviruses, which package their 
genes in the form of DNa’s sister mol- 
ecule, RNA. Whether a virus’s genes 
are made of DNA or RNA, however, a 
reading of the genetic “letters” of 





HIV and its relations 


| 
| SIV African 
| Green Monkey SIV Sooty 
| Mangabey 
| 
SIV Mandrill 
HIV-2 


| 


SIV Chimpanzee 





which they are composed (and which carry 
the information needed to build new vi- 
ruses)allows a family tree to be constructed. 
The more similar the sequences of genetic 
letters in two viruses, the more recently they 
diverged from a common ancestor. 

Quite early on in the examination of the 
HIV family tree it became apparent that 
there are two different forms of AIDS, 
caused by two different (though related) vi- 
ruses. These are now known as HIV-1 and 
HIv-2. The global Arps epidemic is caused 
by HIv-1; fortunately for everybody except 
those who live there, HIV-2 is more or less 
confined to West Africa. 

HIV-1 is a fast-moving virus. Plotting its 
recent history reveals what evolutionists re- 
fer to as a “starburst” (see diagram). The 
seven different strains of the virus diverge 
rapidly from their putative point of origin 
and continue to divide into sub-strains. By 
looking at the rate of diversification, geneti- 
cists can make a guess about how long ago 
all Alps strains were the same. The date 
they come up with tends to be in the late 
1950s or early 1960s. 

Dr Nahmias’s sample, known as ZR59 
(after Zaire, the name by which Congo was 
known when Arps was discovered) pushes 
this date back somewhat. When it is plotted 
on to the starburst, zR59 sits gratifyingly 
close to the middle, near to the common 
ancestor of strains B, D and F. But it is not 
quite at the point of origin. Strains A, C, E 
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and G had clearly branched off already. 
That suggests the common ancestor of the 
whole cluster had existed about a decade 
earlier, in the late 1940s or early 1950s. On 
the other hand, by finding a human virus 
so close to the cluster’s point of origin, Dr 
Ho and his colleagues have more or less 
confirmed that H1Vv-1 leapt the species bar- 
rier but once. 

This is where the chimpanzee comes in, 
because HIV-1's family tree can be traced 
back further still. Chimpanzees (and also 
many species of monkey) sometimes carry 
viruses called sivs (simian immunode- 
ficiency viruses). Most of these viruses are 
harmless in their natural hosts, though they 
may become virulent (causing symptoms 
almost identical to Arps) if introduced into 
other species of monkey. In fact, srvs are so 
similar to HIV that if virologists were not 
anthropocentric in their classifications, 
HIV would probably be thought of as just 
another sort of stv. 


Monkeys without tails 


Comparing the genetic sequence of HIV- 
with the various stvs suggests that it 
evolved from an stv found in chimpanzees 
(HIV-2 seems to have evolved from the stv 
of the sooty mangabey monkey). If the vari- 
ous HIV-1 strains had separated in chim- 
panzees before they leapt into people, then 
even an early sample such as zR59 would 
have been further along one of the 
branches leading to the strains seen today. 
By placing ZR59 so close to the original 
case of HIv-1 infection, Dr Ho's work also 
helps confirm where Arps started (those 
who study sivs have long suspected the 
eastern Congo as the place where the first 
human infection happened; za59 was col- 
lected in the country’s capital) and also why 
it has become so widespread. Many simian 
viruses (Marburg fever, Lassa fever and 
Ebola fever, to name but three) are able to 
thrive in people, to the fatal detriment of 
their hosts, but none of these has become 
epidemic. Partly, this is because they kill 
quickly, while Arps kills slowly and thus 
has time to spread. But it is also likely that 
AIDS was kick-started by human behaviour. 
Around a year after zR59 was collected, 
the Congo erupted into one ofthe bloodiest 
and most disruptive civil wars in African 
history. War, and the refugees and starva- 
tion which result from it, provide ideal cir- 
cumstances for any disease to spread, and 
the activities of armies composed largely of 
young men are particularly likely to give a 
sexually transmitted infection a boost. 
Without the Congolese war, Hiv-1 might, 
like its cousin HIv-2, still be confined to a 
small area of Africa. In that case, of course, it 
would have been ignored by the West and 
would not now be the subject of one of the 
most intense research efforts in medical 
history. 
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Centenarians 


And they all lived happily ever after 


Most people become decrepit as they age. Those who live to be a hundred seem 
to have a special genetic endowment which slows this process down 


UNDREDTH birthday parties, though 

still rare, are no longer exceptional. 
In 1952, the queen sent out just 255 tele- 
grams to congratulate her subjects on their 
centenaries. In 1996, she sent out 5,218. 
Doubtless, modern western medicine will 
try to take the credit for this. Certainly, it 
has helped people to live longer, healthier 
lives. But for the most part, the credit for the 
coming glut of centenarians lies elsewhere. 

According to Thomas Perls, the director 
of the New England Centenarian study at 
Harvard University, dying at 100 is qualita- 
tively different from dying at 80. Dr Perls's 
research suggests that for the "oldest old", 
extended life is usually not the gradual de- 
terioration, increasing decrepitude and 
vanishing independence that most people 
fear as they age. Instead, centenarians re- 
main more compos mentis; they are health- 
ier; they go into hospital less; and they re- 
quire less care than those who are struck 
down in their 70s and 80s. 

In a paper soon to be published in the 
International Journal of Geriatric Psychia- 
try, for instance, Dr Perls and his colleagues 
show that the brains of the very old age 
more slowly than those of their younger, 
but more frail companions. According to 
this research, those who are in full com- 
mand of their senses near their hundredth 
birthdays frequently have brains which re- 
semble those of 60-year-olds. And Dr Perls 
was also responsible for a study published 
last year which showed that centenarian 
women were significantly more likely to 


A telegram from the queen 


have had children in their 40s (well past the 
point that most women are naturally fer- 
tile) than those who had died in their 70s. 

What explains this? Genes are the prime 
suspects. In a recent paper in The Lancet, 
Masashi Tanaka and his colleagues at the 
Gifu International Institute of Biotechnol- 
ogy, in Japan, reported that they had found 
a gene which is carried bya majority of Jap- 
anese centenarians, but by less than half of 
the rest of the Japanese population, suggest- 
ing that it could play an important role in a 
healthy old age. 

The gene in question is harboured in 
pieces of cellular machinery known as mi- 
tochondria. These components, which 
have their own private sets of genes, are es- 
sential for metabolism: they release energy 
from sugar. Many diseases of old age, such 
as Alzheimers, are now thought to be 
linked to changes in mitochondrial genes. 
Dr Tanaka's results suggest that the oppo- 
site is also true: to live well for a long time, it 
helps to have genes of a particular kind in 
your mitochondria. 

Dr Perls is looking for other examples of 
genes that might be important for longev- 
ity. To do so, he is studying as many pairs of 
venerable siblings as possible, in the hope 
that the genes they have in common hold 
the secret of their advanced years. 

But genes are not everything. Without 
the right sort of environment, it does not 
matter how long your genes might let you 
live in the best of all possible worlds—you 
will die young anyway. And given that 
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^ there is no evidence that, for example, the 
proportion of Japanese carrying the mito- 
chondrial longevity gene has increased re- 
cently, changing circumstances are a more 
likely explanation for the dramatic in- 
crease in the numbers of the oldest old in 
the past 50 years. 
Max Perutz, à biologist at the Medical 
E Research Council's laboratory in Cam- 
: - bridge, England, has been trying to find out 
. what it is in the environment that has 
r changed. He has plotted the rate of increase 
án hundredth birthdays in Britain between 
1910 and 1996, taking into account varia- 
tions in the birthrate, and found that until 
- -1946 the number of centenarians increased 
"ata rate of just 1% per year. Since then, that 
rate has increased to 6.3% a year. In other 
d e number of centenarians is dou- 
once every 11 or 12 years. 
| means that starting from 1846, 
~ people suddenly became more likely to last 
~- until their hundredth birthdays. But 1846 
-was well before life expectancy in general 
“began to increase, and before modern 
.. medicine really got going. So something 
. else must have changed to give the longev- 
ity genes their chance to kick in. 
... Thatsomething, according to Dr Perutz, 
“was money. In Britain, wages grew slowly 
— until 1845, From that year onwards, they in- 
- ¿creased steadily and rapidly, a coincidence 
_. that he reckons is significant. Better wages 
~~ meant better health for pregnant women, 
which meant better health for their in- 
fants—and a better chance of getting to 
blow out 100 candles. 



























Cryptography 


Swap you 


OW do you find out if you share a se- 
cret with someone without giving 
| that secret away? Moni Naor, of the Weiz- 
mann Institute, in Israel, thinks he knows. 
© Working in collaboration with Ronald Fa- 
. gin of IBMs Almaden Research Centre, in 
San Jose, California, and Peter Winkler, of 
Bell Laboratories in Murray Hill, New Jer- 
sey, he has devised a surprisingly simple 
way for two people to find out if both pos- 
sess the same piece of information without 
telling each other what it is. 

Unlike more conventional crypto 
graphic methods, which involve the use of 
computers and mind-numbingly long 
prime numbers (that is, numbers which 
have no factors except themselves and 1), 
this one requires—in its simplest manifes- 
tation—no more than some paper, a couple 
of pencils and a good supply of envelopes. 
. And it has another advantage over conven- 
_ tional cryptography: it cannot be broken, 
zt even in theory. 
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-The example Dr Naor gives to explain 





his method is of two managers who have 
both received a confidential complaint. 
The managers—call them Bill and Ben— 
seek to find out if the same individual is 
involved in both cases without giving away 
the name of their own complainant in case 
it turns out to be different from the other's. 

To make the comparison, each man- 
ager first translates the letters of the name 
of the person who has complained to him 
into ones and zeros according to any pre- 
arranged code and then orders these ones 
and zeros in a column (see chart). For each 
placein the column, he then picks two ran- 
dom numbers, puts each in an envelope, 
and arranges the envelopes in two col- 
umns, labeled “o” and “1”, so that a pair of 
random numbers corresponds with each 
place in the original column. 

Having done this, both managers add 
up the random numbers in the envelopes 
corresponding to the values (ie, either "o" 
or “1”) of the places in the column to which 
those envelopes refer. They then seal the en- 
velopes and exchange them, still in order. 
Each then picks from the envelopes that he 
has received those that correspond to his 
own series of ones and zeros. He returns the 
others to his colleague to show that he has 
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taken only the correct number, and thes 
plusenvelopes are destroyed without being 


: opened. 


Lastly, each manager adds up the num- 


- bois i in the envelopes he has dee thus 


arriving at a second sub total, and then 
adds that to the sub total he got before the 
exchange. The two managers then compare ` 
their grand totals. 
If the names are the same, Dr Naor’s. 
method means that each manager will 
have added the same set of numbers to- 
gether, and will thus have arrived at the 
same grand total. If the names are different, 
the two grand totals will have been assem- 
bled from different sets of numbers. Differ- -. 
ent totals, therefore, mean that the com- | 
plainants must be different people. The — 
only flaw in the method is that there is a 
small chance of a “false positive"—that is, - 





of the two totals being the same by coin- 


cidence, even though the numbers added 
together to arrive at them were different. 
However, this risk can be minimised by i in- 
creasing the size of the biggest possible rar 
dom number that can be chosen. E 
Obviously this clumsy manual maba oe 


would not often be used in practice, and < 
the services of a computer programmer... 


would generally be required to automate it... 
But the program involved is not a complex 
one, and is thus available for easy verifica- -~ 
tion that no shenanigans (such as storing - 
the contents of the electronic "envelopes", 
rather than deleting them) are going on. 

Dr Naor thinks that computerised ver- 
sions ofhis method could have widespread 


applications in areas such as banking, ^ 


where the secure exchange of information 
requires the comparison of passwords, The 
researchers therefore hope that their. 
covery will now be commercialise: 
For the moment, it's a secre 
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-that the crisis has posed. 
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Most-wanted photography 


SAN FRANCISCO 


The extremes of art and sensationalism, of pity and melodrama are probed in 
photographs of violent crimes and their perpetrators 


HE man convicted of master-minding 

the 1993 plot to blow up the World 
Trade Centre in New York, Ramzi Ahmed 
Yousef, may not know it, but his crime led 
to the creation of a most unusual photo- 
graph. Shortly after the bomb exploded, a 
photographer from New York city’s police 
department snapped a shot of ground zero, 
the spot of the bomb’s detonation. The re- 
sulting colour print depicts a tu- 
multuous yet intricate weave of 
tangled wires and warped steel— 
an industrial abstract worthy of 
Jackson Pollock. 

Though the subject matter is 
brutal (six people were killed and 
more than 1,000 injured by the 
blast), the photograph neverthe- 
less exposes and explores the gap 
between reality and imagination. 
It is no less than art: a point forc- 
ibly made by many of the photo- 
graphs in the "Police Pictures" ex- 
hibition which has just closed in 
San Francisco and will open at 
the Grey Art Gallery at New York 
University on May 19th. 

Crime photography has been 
around almost as long as photog- 
raphy itself. Indeed, the camera 
and the police detective both ar- 
rived in Europe at about the same 
time, around 1840. Where artists 
saw photography as a new way to 
express abstract reality, criminol- 
ogists seized on the new medium 
as an unblinking way to docu- 
ment cruel reality. Whereas art 
photographers began with an 
idea and then used it to seek, ex- 
plore or illuminate reality, crime 
photographers began with reality and of- 
ten found art. In many crime photographs, 
even the earliest ones, the eyes of the viewer 
take in the reality ofthe horror but they also 
see the art, the abstraction of human experi- 
ence that sometimes emerges from even the 
most horrible scenes. 

These chilling photographs, several of 
them of bloody murders and murderers, 
confront a vast mythology in attempting to 
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Dutch Schultz departs this life 


explain what is often inexplicable to most 
people. An outstanding case in point is the 
series of stark black-and-white photo- 
graphs of criminals and crime scenes taken 
by Weegee in New York during the 1930s 
and 1940s. With a newsman’s Speed 
Graphic and a Hollywood director’s eye, he 
has strongly influenced the way violent 
criminals have been conceived of by the 





public ever since. (The idea of gangsters as 
portrayed in “The Untouchables” on televi- 
sion owes a lot to him.) 

But long before Weegee (whose real 
name was Arthur Fellig) pandered to popu- 
lar prejudices about the differentness of 
criminals, photography was used by crimi- 
nologists influenced by crude Darwinian 
ideas about race, heredity and criminality 
to try to confirm their assumption that vil- 





lains were somehow physically distin- 
guishable from law-abiding citizens. 

In the 19th century, Alphonse Bertillon, 
a French photographer and the son ofa sta- 
tistical anthropometrist, invented the mug 
shot to show these differences. He also 
made a series of measurements of his mod- 
e's’ heads and noted characteristic mark- 
ings. His portraits parlés (speaking 
likenesses) promoted belief in ridiculous 
racist theories of human behaviour and the 
hokum of eugenics, 

Bertillon was also the first systemati- 
cally to photograph crime scenes. He usu- 
ally did so both at ground level and over- 
head: "God's-eye view". But whereas mug 
shots encourage you to look for differences 
between yourself and the person in the 
photograph, Bertillon's turn-of-the-century 
crime-scene stills uncomfortably reveal 
similarities. Many of his photo- 
graphs depict the bloody corpses 
of women brutally murdered in 
their parlours, and those parlours 
look very much like everybody 
else's. The image provokes in- 
quiry and puzzlement—how did 
this happen? could it happen to 
me?—in the same way as some 
great paintings do. 

And even as the early crime 
photographers sought human 
differences, the similarities kept 
cropping up. A photograph of 
sullen, jut-jawed Lewis Thornton 
Payne, one of the Lincoln assas- 
sination conspirators, taken 
aboard the ironclad where he 
was held after his arrest, is noth- 
ing short of a proto-Calvin Klein 
shot. “Marie Cirenchia, Con- 
fessed Murderess”, a photograph 
taken in 1920, shows a pouty, 
beautiful young woman leaning 
gracefully—almost innocently yet 
almost seductively—from the 
back door of a car (presumably a 
police car). A page from an album 
of turn-of-the-century mug shots 
from Alcatraz reveals a gallery of 
gentlemen who could all be any- 
body's uncles or grandfathers. 

Published photographs of notorious 
bandits, such as the James brothers, often 
glamorised rather than condemned these 
criminals. Members of the Dalton gang, 
laid out in caskets after the deadly failure of 
their bank robbery in Coffeyville, Kansas, 
still look oddly thrilling. The same is true in 
a photograph of dead anarchists from the 
Faris Commune, also in caskets. Bonnie 
Parker, in a proto-modelling photograph, 
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. Behind the headlines 


UST take a look at this morning's tab- 

loid newspapers—in America or Brit- 

ain or even in Germany. Over-use has 
so devalued banner headlines that edi- 
tors on both sides ofthe Atlantic now find 
it hard to differentiate a truly sensational 
story, such as the bombing of the World 
Trade Centre, from, say, revelations about 
changes in the cast of a television soap. 
| The blame lies with newspaper ri- 
» valry,on a fear of being left behind. In the 
early years of this century the banner 
headline was reserved for major events, 
such as the assassination of President Mc- 
Kinley, the San Francisco earthquake and 
the sinking of the Titanic. Not until the 
first world war did the banner become 
commonplace. “England expects every 
man to do his duty,” declared the Daily 
Express, above its seven columns of front 
page news on the day war was declared. 

The first tabloid papers—the London 

Daily Mirror in 1904 and the New York 
Daily News in 1919—established the idea 
of devoting the whole front page to a sin- 
gle theme. At first the page was normally 
dominated by one or more photographs, 
but later came the big black headlines, 
| shouting out from the news-stands. 
| The second world war gave a further 
boost to the banner. When peace came the 





seems to taunt us from the fender of Clyde 
Barrow's car. She confidently holds a pistol 
on her cocked hip and chews defiantly on a 
cigar. Clyde himself poses in a separate 
photograph beside his car's grille, with sev- 
eral pistols and rifles artfully arranged in 
the metalwork. 

Indeed, what might be called “gangster 
chic" crime photographs of the 1930s and 
1940s have had a strong influence on fash- 
ion and entertainment photography ever 
since. Many of the fashionable snarls, gri- 
maces and growls that appear in today’s 
music and film magazines could have been 
lifted from one or other of the FBI 
“Wanted” posters that have been tacked up 
in the post offices around America in the 
past 50 years. 

But the exhibition and its accompany- 
ing book, “Police Pictures: The Photograph 
as Evidence” (Chronicle Books; $24.95), 
also shows how criminal photography can 
deglamorise crime. Face-down on a bloody 
white tablecloth at the Palace Bar and Grill 
in Newark, New Jersey, where he was 
gunned down, Dutch Schultz is nobody's 
uncle. Morbid fascination is the only feel- 
ing dredged up by the naked, sewn-up body 
of Baby Face Nelson lying on a coroner’s 
slab (the same slab, incidentally, on which 
the body of John Dillinger was photo- 
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Mirror developed the device for hammer- 
ing home its political support for the La- 
bour Party: "Vote for them" in 1945 and 
"Whose finger on the trigger?" in 1951. Ru- 
pert Murdoch's acquisition of the Sun in 
1969 gave the Mirror its first serious tab- 
loid opposition and the headline battles 


DROP DEAD 


Vows He'll Veto Any Bail-Out 





graphed six months earlier). Al Capone’s 
face-on portrait seemingly confirms what 
the early crime photographers sought to 
prove: he just looks like a very bad man. 

The ambiguity of the horror, the glam- 
our and the commonplace are not acciden- 
tal. This exhibition merits that over-used 
word, important. It forces the visitor to con- 
front the ambiguous feelings most of us 
have about criminals and criminality. 

The photographs on display include a 
famous shot of the St Valentine’s Day mas- 
sacre and of Bobby Kennedy dying on the 
floor of the Ambassador Hotel. Among the 
earliest exhibits are photographs from 
Alphonse Bertillon’s Darwinian experi- 
ments; among the latest exhibits a scene-of- 
the-crime shot of O.J. Simpson's house. 

It is remarkable how many of these pho- 
tographs cross the line from mere docu- 
mentation into art. Even the semi-formal 
pre-execution portraits of inmates at the 
Tuol Sleng death camp, bizarrely ordered 
by the Khmer Rouge and taken by a teenage 
photographer, contain a power that goes 
beyond mere horror. These are the wonder- 
ing faces of people who obviously have no 
idea what has happened to them, or what is 
going to happen, or why—in other words, 
the faces of all of us. 





began in earnest. To gain attention, head- 
lines had to be ever bigger, blacker and 
more terse. The classic one-word banner, 
now quoted in textbooks of journalism, 
was the Sun's “Gotcha”, reporting the 
sinking of an Argentine cruiser, the 
Belgrano, during the war over the Falk- 
land islands. 

The global importance of the event 
was no longer the main criterion for sen- 
sational treatment: it all depended on 
whether a sufficiently irresistible head- 
line could be teased out of what might be 
a run-of-the-mill story. Thus, again in the 
Sun, “Freddie Starr ate my hamster”, and 
in the New York Post, “Headless body in 
topless bar". Tittle-tattle about the British 
royal family, Princess Diana's death, then 
the lurid White House sexual scandals 
have taken the art of front-page hype still 
further forward. 

Or backward, if you share the opinion 
of E.L. Godkin, editor of the New York 
Post at the time of the Spanish-American 
war. Appalled by the shenanigans of Wil- 
liam Randolph Hearst's New York Jour- 
nal and Joseph Pulitzers New York 
World, Godkin thundered: “Gross misre- 
presentation of facts, deliberate inven- 
tion of tales calculated to excite the pub- 
lic, and wanton recklessness in the 
construction ofheadlines . . . It isa crying 
shame that men should work such mis- 
chief simply in order to sell more papers.” 


French cinema 


New waves 


TYPICAL French film? A wordy non- 

drama about doomed student lovers, 
shown in a Left-Bank fleapit—the arty prod- 
uct of a cottage industry featherbedded 
against Hollywood by subsidies, soft loans 
and tax breaks? Think again. 

French cinema used to concentrate on 
what a critic called urban baguette movies, 
like Britain's “Hovis” films—rustic period 
romances resembling advertisements for 
brown bread. Eric Rohmer, who will be 78 
in March, has confected the best baguettes 
of all: a score of luminous, affectionate, of- 
ten poignant studies of young or adoles- 
cent romance. The most recent was "Conte 
d'été", with heart-throb Melvil Poupaud di- 
vided between three delectable girls. 

Younger French directors have fol- 
lowed Mr Rohmer’s example, notably An- 
dré Téchiné and his even younger disciple, 
Gaël Morel. But the most appetising recent 
baguette is “La femme défendue”, by 41- 
year-old Pl.ii:ppe Harel, a delicate and bril- 
liantly scripted tale in which a girl, played 
by Isabelle Carré, outsmarts her seducer, 
played by the camera itself. So the baguette 
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survives—"intimist (sic), 
fragile, indiscreet and dis- 
turbing", as another direc- 
tor, Robert Enrico, calls it. 

Such "intimist" films, 
however, are now in the 
minority. Eric Rochant fol- 
lowed his baguette films 
with a spy thriller, “Les 
patriotes" (1994). In 1995 
his younger contemporary, 
Mathieu Kassovitz, 
shocked France with "La 
haine", an "indiscreet and 
disturbing" study of youths 
from Paris's derelict sub- 
urbs last year, and made 
the equally gritty but 
weaker (because preachier) 
"Assassin(s)". 

French cinema has also embraced his- 
torical extravaganzas. Jean-Marie Poiré's 
1993 time-travel farce "Les visiteurs" was 
France's biggest success in 25 years. Phil- 
ippe de Broca's swashbuckling “Le bossu", 
with Daniel Auteuil as an 18th-century 
swordsman, is cutting swathes through the 
Paris box-office—rather more than Ber- 
trand Taverniers mock-heroic "La fille de 
D'Artagnan" (1994), with Sophie Marceau 
in the lead. And if Jean-Paul Rappeneau's 
“Le hussard sur le toit" (1995) faltered, his 
1990 "Cyrano de Bergerac" not only en- 
chanted France but made a fortune for its 
British distributors. Patrice Leconte's “Ridi- 
cule" (1996) also triumphed abroad, despite 
its sophisticated 18th-century wit. 

The film that finally scotched the stereo- 
types was Luc Besson's 1997 blockbuster 
"The Fifth Element", a 23rd-century fantasy 
with Bruce Willis and Gary Oldman, pro- 
duced by Gaumont, one of France's few 
“majors”. Although preposterous, this was 
a hit. Mr Besson made the film in Britain, 
where Pinewood Studios offered unri- 
valled facilities, and where fringe costs—on 
social security and so on—totalled only 
10/296 of wages against 40% in France. Fur- 
thermore, he made it in English, a growing 
trend in France. Nicolas Seydoux, head of 
Gaumont, plans more English-language 
films: his brother Jérôme at Pathé is seeking 
American projects, and contemplates an 
English-language remake of Alain Chabat's 
1996 comedy “Didier”, about a dog becom- 
ing human. 

A metaphor for French cinema? Not 

In The Economist 
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Luc Besson’s Pinewood stars 


quite. But its image as a cosseted cottage in- 
dustry is out of date. While French atten- 
dances lag behind Germany’s and Brit- 
ain’s—147M a year against 155m and 
151m—France produces more films than 
any other European country, and it exports 
more of them in Europe. True, French cin- 
ema is dwarfed by Hollywood. But it does 
better than its neighbours. American pic- 
tures take nearly 80% of Europe’s market; 
European films only 5% of America’s. But 
America fills only 58% of the French mar- 
ket, against 90% in Ireland and the Nether- 
lands, and 75% in Britain. 

The difference is partly due to France’s 
Citizen Keynes approach to film subsidies, 
soft loans and tax breaks, which have cost 
more than FFr2 billion ($370m)a year since 
1993. But even this is under attack—and not 
just from free-marketeers like Jack Valenti 
of the Motion Picture Association of Amer- 
ica. Last year, the giant state-owned Société 
Francaise de Production (srP), which previ- 
ous governments had tried to sell, almost 
collapsed. Meanwhile, the soricas (Soc- 
iétés pour le Financement du Cinéma et de 
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L'Audiovisuel) in which 
investors can avoid tax, 
have been both criticised 
and capped. There are also 
plans to abolish the 25% tax 
rebate for cinema profes- 
sionals. 

The Audio-visual Bill 
proposed by the French 
minister of culture, Cather- 
ine Trautmann, may pre- 
sage further change. But 
France will £o on support- 
ing cinema, both nation- 
ally and through the Euro- 
pean  Union's MEDIA 
programme. The French 
like their own films. Of the 
20 directors who have at- 
tracted most spectators in 
France, 15 are French. Heading the list is the 
comedy director Claude Zidi, best known 
abroad for "Les ripoux" (1948), about cor- 
rupt cops, who is now planning a new 
Astérix film. The next two are also French: 
the veterans Georges Lautner (of such 1960s 
gangster films as "Les tontons flingueurs") 
and Claude Lelouch, whose 1996 comedy 
"Hommes, femmes: mode d'emploi" em- 
ployed the photogenic real-life rascal Ber- 
nard Tapie. Only then come Steven 
Spielberg and Woody Allen—followed by 
Claude Berri, Yves Boisset, Yves Robert and 
Philippe de Broca. 

Finally, no longer is there much truth in 
the image of Left-Bank fleapits with 
scratchy projection, tinny sound, and ush- 
erettes demanding tips. France certainly 
has countless small cinemas. It boasts more 
screens than any other country in Europe: 
nearly 5,000, against 4,000 in Germany, 
2,300 in Italy, and 2,500 in Britain. But the 
fleapits have been modernised; and some 
300 French screens are now in purpose- 
built multiplexes. Many old-timers would 
be surprised. 





From the oilman's museum to the pope's millennial church 


The unrepentent modernist 


NEW YORK 


The Getty Centre brought Richard Meier fame, but not peace of mind 


OBODY could beat Richard Meier in 
the fight for the commission that he 
coveted most—not even Frank Gehry, 
though he was among the architects who 
certainly tried. That commission is for the 
Church for the Year 2000 to be built in Tre 
Torre Treste, a working-class area of Rome 
that Mr Meier likens to the South Bronx. 
Budgeted to cost $5m, and designed to 
serve as a community centre as well as a 
church, it is white, spare and coldly harmo- 
nious. Oddly, in commissioning it, the Vat- 


ican never mentioned the Getty Centre, the 
new art complex opened in Los Angeles in 
December. Nor did Pope John Paul H when 
Mr Meier showed him the plans last Febru- 
ary. Yet it is the Getty that has made Mr 
Meier world famous. 

Mr Meier won the commission to build 
it in 1984. The Getty Trust, newly enriched 
by a sale of Getty Oil shares left to it by J. 
Paul Getty, was then a fledgling institution 
eager for legitimacy, and Mr Meier was à 
proven architect who built white buildings, 
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Glorious Georges 


Six of the seven top 
crowd-drawing art 
shows held in Western 
Europe and North 
America in the past year 
were devoted to art and 
artists of the late 19th century onwards. 








Georges de la Tour (1593-1652) is the odd 
man in. His work was virtually forgotten 
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Art in Vienna 


mostly houses, in the style of Le Corbusier 
and Walter Gropius. His only two muse- 
ums at the time were the Museum of Deco- 
rative Arts in Frankfurt-am-Main and the 
High Museum of Artin Atlanta, each an un- 
repentant tribute to modernism. 

In choosing Mr Meier, officials at the 
Getty said that they wanted somebody 
whom they could enjoy having dinner with 
for a decade. Their glamorous guest stayed 
a bit longer, but they eventually got their 
Richard Meier building—along with a 
white-maned, white-shirted architect who 
is as relentless and uncompromising as his 
architecture. 

Mr Meier fought the officials hard for a 
white building and white interiors. He lost 
the battle and the pain of that defeat is still 
apparent in "Building the Getty" (Knopf, 
204 pages; $34.50), his version of its long, 
adversarial construction. It is a book com- 
mitted as much to revenge as to revelation. 

The architect has publiclv scolded Rob- 
ert Irwin for his "irresponsibility" in de- 
signing a garden for the Gettv Centre that 
clashed with his own ideas of how the Cali- 
fornia hilltop should look. When the land- 
scaping deviated from Mr Meiers strict 
plan, he rounded up gardeners to uproot 
cacti and replant them in precise rows. His 
close friends were amused but not sur- 
prised. At his home they had already seen 
him compulsively realign silverware on his 
dining table and milk cartons in his refrig- 
erator. After their son insisted on rearrang- 
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The most popular art shows in the West, 1997 
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before it was rediscovered this century. 
His sensitive handling of light and shade 
makes his paintings particularly appeal- 
ing to modern taste. Painters and paint- 
ings from Europe dominate the list. The 
appearance in the top ten of Turin’s Ma- 
haraja exhibition is misleading. 
Rankings are based on daily atten- . 
dances, and it ran for only nine days. | 
| 
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ing the furniture, Mr Meier's own parents 
chased him from the house he designed for 
them in New Jersey in 1964. "I try to make it 
as precise as I can. You can't just throw 
seeds to the wind,” he says. 

Just about every architect has been 
called a tyrant. Mr Meier's steadfast consis- 
tency is just what his admirers and his cli- 
ents value. They also value the purity, as 
well, embodied in his refinement (repet- 
ition, his critics say) of an architectural lan- 
guage. “Ideal spaces, ideal sculpting with 
light, ideal relationships to nature—in a 
time when many architects are busy taking 
these ideals apart,” says Howard Rachofsky, 
a stockbroker and art collector who paid 
Mr Meier $20m for a house in Dallas that 
was completed last year. 

Mr Meier upbraided Mr Rachofsky for 
putting too much art on the walls, just as he 
grimaced when Getty employees arrived at 
their desks in their new offices clutching 
their family photographs. “Deep down is 
Richard’s absolute need for control,” says 
Stephen Rountree, Getty’s vice-president 
who oversaw the building project. “He can- 
not accept the client as a full partner.” 

Even though, holding his nose, he capit- 
ulated at the Getty to the neighbours 
“whimsical ideas” about colour, Mr Meier 
defends his belief in white. A building's 
whiteness, he maintains, “is the clearest ex- 
pression of all the colours around it and of 
the relationship of what is built to what is 
natural. For me the whiteness is all colour. 
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It's the abundance of colour, not the ab- 
sence of colour." 

The Getty still haunts him, Mr Meier 
says. As a project that cost more than $1 bil- 
lion, it had a price tag that stands over his 
name like a scarlet letter. That Getty experi- 
ence, Mr Meier suspects, might explain why 
the Museum of Modern Art in New York 
did not invite him to compete for its ren- 
ovation and expansion. (MOMA recently 
awarded the job to Yushio Tanaguchi.) “I 
guess they wanted to do their own thing, " 
Mr Meier surmises. And with Richard 
Meier, the MOMA trustees must have 
known, clients do not do their own thing. 
MOMA may also have wanted a building 
that does not elicit comparison with every- 
thing else that Mr Meier has built. 

But there is still life after the Getty for 
Mr Meier, who maintained a packed build- 
ing schedule during the Getty's gestation. 
His firm is completing two federal court- 
houses, one in Islip, Long Island, another in 
Phoenix, Arizona, and houses in Kuala 
Lumpur and Naples, Florida. It is also re- 
sponsible for the head offices of the Sie- 
mens Corporation, under construction in 
Munich, and for a 16-storey medical centre 
in Singapore—Mr Meier's tallest building 
to date. Another museum, for the Hans Arp 
Foundation outside Basle, is also being 
built by Mr Meier. 

But, as the new commissions roll in, 
something else is haunting Richard Meier: 
the spectre of Frank Gehry. The two archi- 
tects, both in their 60s, are always being 
compared to each other, and not just be- 
cause they both happen to be Americans 
who work internationally. Working at sty- 
listic poles, their recent buildings have 
tended to be in places where comparisons 
were inevitable. 

In Paris, Mr Meier’s Canal Plus head of- 
fices are downriver from Mr Gehry’s now- 
empty American Centre. In central Los An- 
geles, Mr Gehry’s Walt Disney Hall project 
(now revived after mismanagement and fi- 
nancing problems) would have seemed 
hopelessly costly at $250m, were it not for 
the Getty, and the still-unbuilt, ark-shaped 
arena extends an imaginative challenge to 
Mr Meier’s austere hilltop fortress. 

In Mr Meier’s 1995 Museum of Contem- 
porary Art in Barcelona, a long, icy 
cathedralesque sepulchre at the margins of 
the local red-light district, the small collec- 
tion seems lost against the architects bone- 
white walls. Mr Gehry's Guggenheim Bil- 
bao Museum, conceived in part as a 
challenge to Barcelona's bid for cultural 
primacy within Spain, has emerged as the 
clear winner in that rivalry. It is a gracefully 
sited monument, and a showplace that flat- 
ters almost all the art placed inside it. Many 
back in Los Angeles looked at the Getty, and 
wondered what Frank Gehry might have 
done there. 
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Shinichi Suzuk 


t> pras it is music that 
will save the world,” said 
an awed Pablo Casals after lis- 
tening to a group of child musi- 
cians taught by the Suzuki 
method. Shinichi Suzuki rel- 
ished such a sentiment, particu- 
larly when it came from one of 
the finest cellists of this century. 
Music, he claimed, made good 
people. “Teaching music is not 
my main purpose,” he wrote. "1 
want to make good citizens, no- 
ble human beings. If a child 
hears fine music, and learns to 
play it himself, he develops sen- 
sitivity, discipline and endur- 
ance. He gets a beautiful heart.” 

Perhaps, perhaps not. Le- 
nin’s liking for Beethoven, and 
Hitlers for Wagner, did little for 
their hearts. But Mr Suzuki's 
many thousands of devotees 
never questioned his words. For 
them he had the status ofa guru, 
particularly in America. Open 
the violin case of a Suzuki pupil 
and quite likely there will be a 
picture of the smiling master 
radiating confidence. 

Mr Suzuki's system of teach- 
ing young children to play is 
based on a simple idea. Ifa child 
can learn something as fiend- 
ishly difficult as a language just 
by listening and imitating. then 
surely he or she can learn to play 
music in the same way? Forget 
about learning to read music. 
Start by listening to recordings of music, preferably from birth. 
"Wake the child up with the record...play it again at 
breakfast .. . again while the child is at play. Once again at sup- 
per. Why not play it again when the child goes to sleep at night?" 
Eventually the tot will pick up its little violin and a version of 
perhaps "Twinkle, Twinkle, Little Star" will emerge to gratify the 
ears of the parents. Vivaldi, and even Bach, could follow. If it 
does not, the child is no: to blame, but it is the result, said Mr 
Suzuki sternly, of “the clumsiness of the parents’ fostering”. Par- 
ents are instructed to listen to the same piece morning, noon 
and night, go to lessons, take notes and listen to other tinies as 
well as their own. It says something for the ambition, and sto- 
icism, of parents, that at any one time some 4.00,000 children in 
40 or so countries are now learning the violin and numerous 
other instruments using the Suzuki method. 


Any child can play 

Shinichi Suzuki was the son ofa violin maker in Nagoya. He said 
he taught himself to play the violin after listening to recordings 
of Mischa Elman, a Russian-American who was himself a child 
prodigy. He spent some years in Germany studying western mu- 
sic and returned to Japan with a German wife, Waltraud Prange, 
who had some fame as a soprano. Mr Suzuki formed a string 
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Shinichi Suzuki, Japan’s violin teacher to 
the world, died on January 26th, aged 99 


quartet, taught at various music 
schools and in 1950 set up his 
own school, the suitably-named 
Talent Education Institute with 
its forthright creed: "Talent is 
not something given naturally. 
It is something you foster." 

The idea that any child can 
learn to play, together with Mr 
Suzuki's assertion that western 
music was best, proved to be 
very marketable. His career coin- 
cided with the development of 
Japan as a modern industrial 
state, and the increasing de- 
mand for western products and 
culture. Haikara, a corruption 
of the English words "high col- 
lar’, has long described any- 
thing chic and western. In the 
first world war Japan sided with 
Britain and its allies. (Beetho- 
ven's ninth symphony, a favour- 
ite these days with Japanese con- 
cert-goers, was first performed 
in Japan in a camp for German 
prisoners) After the second 
world war, when Japan was oc- 
cupied by the victors, princi- 
pally America, the westernisa- 
tion continued. Tokyo now has 
more orchestras playing western 
classics than any othercity in the 
world; and perhaps some 70% of 
their violinists, the Talent Edu- 
cation Institute believes, have re- 
ceived some sort of training un- 
der the Suzuki method. On top 
ofall theirother work, many Jap- 
anese schoolchildren learn western musical instruments. For 
them, the prize is to play at a Suzuki concert in Tokyo: a sight to 
see as well as to hear, with several thousand children playing 
more or less together. 

For children especially, the violin is not only a demanding 
instrument to master, but holding it can be physically tiring. Mr 
Suzuki, who played the violin into old age, devised a way of over- 
coming fatigue that owes something else to the West: the Alex- 
ander technique, invented by a 19th-century Australian actor. It 
aims to link mind and body and is widely used by actors today. 

The emperor of Japan was grateful for Mr Suzuki's efforts 
and appointed him to the Order of the National Treasure. Inev- 
itably, though, traditionalists have pooh-poohed Mr Suzuki's 
methods as producing clones with little thought as to what they 
are doing or why, a criticism often levelled at Japanese educa- 
tion in general. Despite the proliferation of classical music in 
Japan, none of its symphony orchestras is generally reckoned to 
be world class. Japan's finest musicians studied abroad, among 
them the pianist Mitsuko Uchida or, most tellingly perhaps, the 
violinist Midori, who began playing publicly when she was ten. 
They did not use the Suzuki method. 

But this did not bother Mr Suzuki. Saving the world was 
more important. 
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KIEL INSTITUTE 
OF WORLD ECONOMICS 


THE LONDON CENTRE OF 
INTERNATIONAL RELATIONS 


NOW OFFERS THE FOLLOWING; 
* MA in International Relations 
MA in International Relations and European Studies 
Full-time and Part-time (evening) study 
Admission in October and February 
MPhil and PhD degrees. 


Advanced Studies 
in International Economic Policy Research 
August 1, 1998 - May 31, 1999 


concentrated courses on important areas of international economics; 


profound training of skills in economic analysis, methods of empirical 
research and economic policy evaluation; 


designed for economists holding a university degree who are interested 
in a career with international organisations, domestic policy and 


For further details please contact: academic institutions, international corporations etc. 


The London Centre of International Relations le os 
(University of Kent) ourses: ecturers: 


Macroeconomics in Open Economies Paul De Grauwe (Leuven) 
The International Monetary System Andrew Rose (Berkeley) 
The Economics of Employment Ricardo Caballero (M.I.T.) 
International Financial Markets Richard Levich (New York) 
Global Banking Ingo Walter (New York) 
International Trade Peter Neary (Dublin) 


Damien Neven (Lausanne) 
Anthony Venables (LSE) 


Investment, Credit and Macroeconomic Ricardo Caballero (M.1.T.) 
Performance 


11 Kingsway 
London WC2B 6YE 


Telephone: +44 (0)171 565-6836 
Fax: 0171 565-6827 
E-Mail: LCIR@ukc.ac.uk 


LCIR 


UNIVERSITY OF KENT 
AT CANTERBURY NEW 


European Economic Integration 





Political Economy in Open Economies Alberto Alesina (Harvard) 


Excellence in Higher Education at Britain's 
European University 


DEPARTMENT OF ECONOMICS 


MA Economics 
MA Development Economics 
MA European Economic Integration 


The Department of Economics with ESRC research training 
recognition and rated A) in the recent Research Assessment 
Exercise, invites applications for October 1998 for the above 
one-year Masters' programmes taught by specialists in the field. 


Core course include: Advanced Microeconomics; Advanced 
Macroeconomics; Quantitative Economics and Research 
Methods: Growth and Development Theory; Project Appraisal; 
Economic Integration; Monetary Integration. 


Options include: Labour Economics; Regional and Urban 
Economics; Trade and Development; Economic Development 
of South East Asia; Econometrics. 


MPhil/PhD: Applications welcome. Graduate Teaching 
Assistantships available for suitably qualified applicants. 


Further particulars: WWW site: 
http://snipe.ukc.ac.uk/economics'degrees.html/ 


Applications forms: The Graduate Office, The Registry, University 
of Kent at Canterbury, Canterbury, Kent CT2 7NZ, UK. 


Personal enquiries: Professor Tony Thirlwall, Department of 
Economics. Email: A.P. Thirlwail@uke.ac.uk 


UNIVERSITY OF KENT 
AT CANTERBURY EEEE 
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For detailed information write to: 
Institute of World Economics * Advanced Studies 
D-24100 Kiel + Germany 


Fax: Germany +431+85853 
Internet info http://www.uni-kiel.de:8080/ifw/ 


economic analysis and rigorous thinking 
- a two-semester pre-MBA program for students without 
in-depth prior business education 
* our international focus 


- a rigorously selected class of 125 students from over 30 
countries, and a network of 2500 Alumni active in 70 

- exchange programs with Chapel Hill, Chicago, 
Columbia, Cornell, Duke, ESADE, Northwestern, 
Penn State, Rochester, and UC Irvine. 


*a superb setting 


- anew MBA campus that uniquely blends gothic, 
baroque, and modem architecture 


THOLIEKE - a university town full of medieval splendor, 


gastronomy & superior ales, and music—right in 
Europe's heart and just 30 minutes from the EU 
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Scuola Superiore S. Anna - Pisa, Italy 
Provincia di Pisa - Regione Toscana 
diat Training Course 
uv The Civilian Personnel of 
Peace-keeping/Humanitarian Operations and 
Election Monitoring Missions: 
Volunteers, Officers, Observers 


Pisa, Italy, 4 May -19 June 1998 


The civilian personnel of the peace-keeping/humanitarian operations 
and the election monitoring missions is Involved in a wide range of 
duties Multidimensional operations require qualified and readily 
available civilian personnel. United Nations, regional organizations, 
governments and NGOs lack highly skilled civilian experts. 


The aim of this Course is to train, at a post-graduate level, a limited 
number of participants for the tasks usually assigned to the civilian 
component of peace-keeping/humanitarian operations and election 
monitoring missions. 


The programme will feature lectures, seminars, case studies, and role- 
playing sessions. 


The programme will be conducted by distinguished and expert faculty 
from both academic and applied settings. 


Direction: Andrea de Guttry, Fabrizio Pagani, Barbara Carrai 
Deadline for application: 16 March 1998. 


For the application form and/or additional information on the 1998 
Training Courses contact: 
Professor Andrea de Guttry, Scuola Superiore S. Anna 
via Carducci, 40-56127 PISA (Italy). 
tel: 4--39-50-883312 fax: ++39-50-883210 
e-mail: pkocorso@sssup 1 .sssup. it 


Information and application form are also available on: 
Web Site: http:/Avww.sssup. it 


Full Tuition Scholarship 
Competition Sponsored by 


TELECOMMUNICA TIONS « 


TELECOMMUNICATIONSe, the foremost 
publication on the telecommunications 
industry, has decided to award a full 
tuition scholarship to be tenable at 
THESEUS, International Management 
Institute (France). 


THESEUS Institute offers a unique 40- 
week MBA program that takes participants 
beyond the conventional path and 
towards a true reflection upon the 
challenges faced by managers in a world 
of increasingly global competition and 
constantly evolving technologies. 


For more information on the conditions of the 
MBA Scholarship Competition please contact 
Eddy Travia at: 


THESEUS INSTITUTE 

MBA Scholarship Competition 

Rue Albert Einstein, BP 169 

06903 Sophia Antipolis, France 

Tel: +33 (0) 4 92 94 51 00 

Fax: «33 (0) 4 93 65 38 37 

e-mail: mba.scholarship@theseus.fr 
http://www.theseus.fr 
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Realise your potential. 
The London Business School MBA 


The London Business School MBA, taught by some of the 
most eminent people in their fields, enjoys international 
recognition. The programme attracts high achievers from 
fifty-five countries, who contribute to this culture of 
excellence. This is the MBA which gets results: a passport 
to your future success in the global business community. 


The programme lasts 21 months and starts in October. 


Paris - Monday 9 February at 6.15pm 
Hotel Prince de Galles, 3 Avenue George V 


London - Tuesday 10 February at 6.15pm 
London Business School, Sussex Place, NW1 


London Busir 


London - Saturday 14 February 11am to 3pm 
ess School, Sussex Place, NW1 
MBA ‘drop-in’ day 


C } 


Milan - Monday 16 February at 7.00pm 
Hotel Principe di Savoia, Piazza della Repubblica 


Melbourne - Monday 16 February at 6.15pm 
Le Meridien at Rialto, 495 Collins Street 


Sydney - Wednesday 18 February at 6.15pm 
Sheraton on the Park, 161 Elizabeth Street 


_ Frankfurt - Monday 23 February at 6.15pm 
Steigenberger Frankfurter Hof, Am Kaiserplatz 


Zurich - Tuesday 24 February at 6.15pm 
Baur Au Lac Hotel, Talstrasse 1 


Madrid - Tuesday 3 March at 7.00pm 
Palace Hotel, Plaza de las Cortes, Madrid 


London - Monday 9 March at 6.15pm 
London Business School, Sussex Place, NW1 


For details of the MBA Programme inc. dates for our worldwide information 
sessions, attach a business card, return the coupon or contact the MBA 
Information Officer, London Business School, Sussex Place, Regent's Park, 
London NW1 4SA, UK.Tel: +44 (0)171 706 6859 Fax: +44 (0)171 724 7875, 
e-mail: mba-info&lbs.ac.uk Web site: http:/ /www.Ibs.ac.uk 


Please send me full information on the MBA LJ Executive MBA a 
Masters in Finance. | Sloan Masters in Management | | 


Mr/Ms First Name 
Family Name 
Job Title 


Company 
Address 














London Business Schoo! exists to advance learning and research in business and management 
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ap 
the international MBA at 


E 
rit the Ecole Nationale des 


Ponts et Chaussees (founded in 1747) 





The MIB is a 13-15 month MBA programme in English 
at one of the most prestigious Grandes Ecoles in 
France. The MIB culture is international, innovative and 
entrepreneurial, fostering a strong sense of ethics and 
contribution through business. 


Global Vision : participants choose European, Americar 
" n opt ns rr " ] | IV f irj with nroarar Y 


ONA "*Oernenct "M 


International Faculty : drawn from a roster of outstandy 
professionals and entrepreneurs from around the world 
Multicultural Environment : 60 students represent 


; Nationalities. EN 


Entrepreneurial Spirit 


ner poles 


7 j 
* It 


} und the verall TramMmevvor} 


M.1.B. Admissions, E.N.P.C. Graduate school of International 
Business, Ecole Nationale des Ponts et Chaussées, 
28, rue des Saints-Péres, 75343 Paris Cedex 07, France 
Tel : (33 1] 44 58 28 52 m Fax: (33 1) 40 15 93 47 

http://www.enpc.fr/mib/pres.htm 
^ mib.admit@paris.enpc.fr 


3 


: IN BUSINESS TO MAKE A BETTER WORLD 





| “Soler 


SIMBAS 


MBA 


THE ASSOCIATE INSTITUTE OF 
IHE UNIVERSITY OF BRADFORD, UK 


B Bradford 


) ANIMBAS-Bradford “| 
MBA degree is a powerful 
boost for your business career 


NIMBAS, as the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 





ONE-YEAR FULL-TIME MBA 


In Utrecht, the Netherlands and Aachen, Germany 


TWO-YEAR PART-TIME MBA 


NIMBAS also offers this part-time MBA programme in 
cooperation with the Bundesstadt Bonn, in Bonn, and in 
cooperation with the Fachhochschule Mainz, in Mainz, Germany 


TWO-YEAR EXECUTIVE MBA 


Seven intensive study sessions in the Netherlands, the UK, Germany and France 


NIMBAS is AMBA (London) accredited 


NIMBAS 


GRADUATE SCHOOL OF MANAGEMENT 


NIMBAS., Nicuwegracht 6. 3512 LP Utrecht. The Netherlands 


+31 (OJ30 231 4323 Fax + i] (0) 30236 


Tele phone: 
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[T HARVARD UNIVERSITY 


mE Harvard Institute for International Development 


1998 ENVIRONMENTAL ECONOMICS & 
Pouicy ANALYSIS WORKSHOP 
June 15 - July 12, 1998, Cambridge, MA 


A five-week, intensive training for mid-career professionals in 
the public, private & NGO sectors. Featuring two tracks: 


è Analytical Methods 


Lecture topics & interactive cases include: 

- The Theory of Externalities — - Causes of Environmental Degradation 
- Natural Resource Economics - Environmental Accounting 

- Environ. Valuation Methods -Global Environment Problems 

- Market-Based Instruments - Environment and Development 


Qualifications: University degree in economics, environmental 
studies, or related fields; background in economics or policy; En- 
glish proficiency & computer competency. 


e Policy Analysis 


Program Cost: $9,500 includes tuition, housing, course materials, 
computer access. Travel, meals, incidental expenses are additional. 
Admissions highly competitive. Application deadline: March 27th 
For a brochure or further information, contact: 
Dr. Theodore Panayotou, EEPA Workshop 
Harvard Institute for International Development 
One Eliot Street, Cambridge, MA 02138 U.S.A. 
Phone: 617-495-5999 Fax: 617-496-3956 
Email: eepa@hiid.harvard.edu 


Visit our website at: http://www.hiid.harvard.edw'training 


Amsterdam 
Institute of Finance 


offers in cooperation with the faculty of 


INSEAD 


and sponsored in cooperation with 


Amsterdam Exchanges AEX 


The Options Workshop 
- Stock Option and Foreign Currency 
Option Pricing 
- Option Trading Strategies 
and Risk Management 
The Advanced Options Worshop 
- Yield Curve Dynamics and the 
Pricing of Interest Rate Derivatives 
- Exotic Options 


(April 14-15) 


(April 16 -17) 


(April 20- 22) 
(April 23 - 24) 
Frontiers of Option Pricing 

- Mathematics of Derivative Securities 

- Volatility 

- Derivative Products and Credit Risk 


(April 27 - 29) 
(May | -2) 
(June 25-26) 


For further information and our detailed brochure, 
please contact Ms. Katelijn Arnold, Course Manager. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: *31-20-5208555 - fax: *31-20-5208506 - e-mail: info@aif.nl 
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Berkeley Center for 


Executive Development 


a| MBA in 
: International Business 











Postgraduate qualifications available full & part time 


E Announces the 1998 summer session of the ~ e MBA 
e diploma 


"n 9 certificate 
E Berkeley Advanced f| e». 
g Management Program 


The International MBA experience 
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July 12 - August 1, 1998 E multi-cultural student group 
A ! -ficallv desi d f x: world renowned teaching faculty 
genera management program specifically « esigned for $A overseas study options 
executives with senior management potential who need to: lig international professional placement 
* Dcepen their understanding of the organization and 9 sa l 
its increasingly interdependent functions; 3 If you think you have the ability, the experience and 
| the courage to contribute to the global business 
* Prepare for broadened responsibility within their - challenge in the next millennium, contact: 
organizations or their functional areas. S 
, : | > Pam Black 
HAAS SCHOOL OF BUSINESS B | University of Bristol, — | 
ÜNIVERSITY OF CALIFORNIA, BERKELEY I Graduate School of International Business, 


10 Woodland Road, Bristol, BS8 1UQ, England. 





For a brochure, fax a copy of this ad with your business card to: 


Berkeley Concer fo Evolve Duvilopment Tel: 00 44 (0) 117 9737683 
Haas School of Business, Berkeley, CA 94720-1900 — (0) 
Fax ($10)642-2388 Telephone (510)642-4735 dj email: gsintbusGbristoLac.uk 
bced@baas.berkeley.edu — bttp:l/www.baas.berkeley.edu/becec B http://www.bris.ac.uk/Depts/MBA/ 





KENAN-FLAGLER BUSINESS 


HILL 


MIBS PROGRAM 


Your Passport Io 
The World! 


$ ingle out thi 


XECUTIVE EDUCATION 


FoR THE REAL WORLD : 
versity Ol Miami pn 


4 f n the challenges i 
LEADERSHIP 2000 aa! * ’ leng 
ie mun marketplaci In 23 mot 


Offered in partnership with Brookings Institution, this 
mind-stretching experience prepares the senior execu- 
tive for thinking about, and functioning within, the 
new world of global economic and political arenas. 


a Master of Busine 


ai Pre ind 1 Certilieat 





CAROLINA AT CHAPEL 


ADVANCED | F- the International Association 
MANAGEMENT PROGRAM F- Er, Management Education 


n«arraneed Corporate 


For senior executives who want to strengthen their ability e "NO Ke E 





ernships w th | 


to meet the challenges of intensified global competition 


" Latin Americar 
and improve their organisation’s bottom-line results. ry er i 


NORTH 


For more information on these or other programs: Study in Miami, Flerid 
1-800-UNC-EXEC: fax: (919) 962-1667 | For more information, write international busi 
, = 
E-mail: UNC EXEC@UNC.EDU Graduate Business Admissions ellowships available fi 
á “ R University of Miami nfernational students 
Website: www.bschool.unc.edu PO Box 248505 
Coral Gables, FL 33124-6524 
KENAN-FLAGLER Vedi destrui 
1-800-531-7137 (USA only 
BUSINESS SCHOOL Fax: 305-284-1878 
UNC-CH APEL HILL Website: www.bus. miami/grad 


e-mail: gba@sba.bus.miami.edu 





UNIVERSITY OF 
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Market-focused oa for | Master of Science in 


richer business-to-business | ntern ational 
relationships | Business 





Join one of Europe's leading business schools in an MSc pro- 
gram for individuals who wish to pursue a career in inter- 
national management. 


This intense, multicultural and challenging two-year program 
will provide you with a thorough grounding in the central 
theories and research traditions of international business, 
with a deliberate bias towards international marketing and 
business. 





Dovid Weinstein 
. Other Spec tions available: 
Advanced Industrial TAM kin 
Marketing Strategy | ZA Energy Management ^7; Strategy 


> E Pia bie 
14 - 26 June 1998 * 17 - 29 January 1999 pg Financial Economics ` ) J Marketing 


Keep abreast of the latest concepts in business-to-busi- 
ness marketing with INSEAD's Advanced Industrial _ | For more information, contact the Norwegian School of Management - BI 


Marketing Strategy and gain skills to outperform Graduate Schoot. PO. BOR Smt, 7E1301: Sandvika, Norway 
Phone: +47 67 57 05 00. Fax: +47 67 5705 41 


the competition. | E-mail: audun.blokkum@bi.no. Internet: http://www.bi.no 
INSEAD faculty are leaders in this field where the fron- : 

tier between marketing and strategic decisions vanishes. BI 
The renowned approach developed by Professor 
David Weinstein includes the leading edge simulation 
INDUSTRAT, adopted by top business schools around 
the world. 


Norwegian School of Management BI 


You will discover the value and application of concepts 
that underpin successful marketing strategies. The pro- 
gramme will also identify: | 

* The dynamics of customer-supplier relationships; | T HE M B A FOR THE 
* How marketing can leverage R & D; | 

* How to structure profitable alliances; | A G E O F T E C HN O L O G Y 
* How to motivate field staff, 
* Implementation of the industrial marketing plan; / 

* Overall corporate positioning; am án 


* Organisational implication INSEAD | i € nt of Te nology 


SS 2 


of marketing strategies. 





ssionals 
Enrichment Through Diversity 


' 
-= -e-e -X ‚l ‚l ‚l ee 1 1 1 1 


ers in 


For an application form and pregramme brochure call Janet Burdillat 
on 33 (0) 1 60 72 42 90, or fax to 33 (0) 1 60 74 55 13 
E-mail execed&insead. fr http : //www. insead.fr. 


J / would like to reserve a place on the 1998/1999 programme 
Please send me a brochure on: (J Advanced Industrial Marketing 
Strategy J 1998 INSEAD Executive Education Programmes 


Name - Mr/Ms/Dr .................... RE MEYER AA Rd? ka Cp uide ade sau dbase 
oc CM 0 RADA K EARS, D EOS Be AO E INIRE -A ANCA D UR UR RN 
Company Name ........ 

ETRE RCAC Dias aues Leeno toes I AI REE EEE SENN ; 





Post Code o sieved CERE 5... - 
TOICDhoUe CS oid ERO SE LT ey oe, Co 8 ! n ir n 
E-mail ....... i 7 hee JV 01 0. E-mail geni eue € 
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" Eam Your TER TERT 

— BS, MA, MBA, Ph.D. 
Send resume for no-cost evaluation or fax 
! : y 7 889-2750 


d Uptown Blvd. NE 


UNIVERSITY 








Dadiess for iun ho want to be 
and secure in their jobs or pro 


Em your BACHELOR'S, MASTER'S or DOCTO 
atch vo utilizing your life and work experience. College aq 
a ies given for your: job, military, company training, ir 
p n @ | courses, seminars and business experience. 
legal degree We accept college credits no matter when taker. - 


and Our graduates are: recognized for their achievements in business: an 
transcripts industry. V/e will assist you in completing your degree requirements T 
at your own pace. through horne study, E 


"As vou know Send/tax detailed resume for a NO COST evaluation. 









; Suite 398-W 
E 34 





































C Pacific Western University x 
SOARED. 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 05 
a feacher... But Me 14808) 597- 1909 
degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
doors.” Fax: (310) 471-6456 E-Mail: admissions? pwu;. com. E 


http: WW. pwu-hi.edu 


E TA (617) 495-1239 
|. Tel: (617) 495-3482 
: Email: pep@hiid.harvard.edu 


"Harvard institute for International Development 
One Eliot Street, Cambridge, MA 02138, USA: Attn: Mike Hricz 


WWW HIID HA ARV AR D EDUITRAINING 








Create your future 
in the global business world. | 


:  Postgtaduste Study on Latin 
: America E 
MA in Latin America 
Area Studies 
MA in Brazilian Studies 
MSc in Environmental issues in Latin 
America 
: MA in Latin American Politics 
, One year tor two years - 
. part-time). Eligible for ESRC and British 
, Academy awards. Bursaries available. 
PhD programme. in Anthropology, 
Economics, Environmental! Studies, Here 
DOMARE Politics, Sociology. 
“ENGNG Enquiries to Postgraduate Administrator, 
- Institute of Latin American Studies, 
CEM 31 Tavistock Square, London WC1H SHA, UK. 
i | Tei 0171-380 1180 


" |. Take 4 weeks to step back, see the big 
Í he . picture, get results. MPE participants come . 
IRANIE = from around the globe, adding their unique 

| Management petspectives to today’s business issues. 
Program for | 


ETNEA TOE September 13 — October 9, 1998 




















For more information, contact: 

Sandee Cupp, Program Manager 

Josepb M. Katz Graduate School of Business 
Center for Executive Education 

30i Mervis Hall, Pittsburgh, PA 15 260-2503 f 


Phone 412-648-1600 Fax 412-648-1787 — 
E-mail ExEducation@Katz.Business. Pitt.edu 


University of Pittsburgh 


The University of Pittshurgh is an affirmitive action, 
equa: opportunity institurion, 





Me eric ary Fax 0171-388 5024. 
Studies z E-mail: ilas@sas. ac.uk 





















in IRELAND, m 1 dn n FRANCE. i in BELGIU Mo in SPAIN 


GERMAN 
in BELGIUM 








E: dn ! BEL GIUM 


COURSES FOR e 66 HOURS PER WEEK | | eee CERAN LINGUA 
MOTIVATED PEOPLE EE IN THE TARGET LANGUAGE ani Avenue du Chateau, 280 


' | B-4900 SPA (BELGIUM) 
* ADULTS from 19 years Study : Tel. : 32-87-1709 11.22 
* RETIRED PEOPLE OF 55 AND ABOVE up to 45 ibo and/or group k lessons Fax: +32-87-79 1} 88 
(Special conditions available) 
* JUNIORS from 11 to 18 years 
- FRENCH in BELGIUM 
- ENGLISH in ENGLAND - 
| im BE LGIUM 


Al MAXIMUM OF PROGRESS IN A MINIMU MOF TIME | 






















Since 1975 






Internet > hitpPwww.ceran com 


A Vj 











* 
Putting into practice with our teachers : 
at breaks, i meals and evening ae activities 
















in USA : Languagency in UK MBS 
Tel: E (4433 584-0334 Tet. o dH 9383; 
bo Fax: | (433) 584-3046 Fax . (019 








| pace AND CONFLICT RESOLUTION CERTIFICATE PROGRAM 













OTTAWA 
AUGUST 10-21 1998 
CHAN is offering a 12 day intensive program for individuals presently active or 
interested in Peacebuilding - NGOs, military, police, diplomats, mediators, government 
officials, researchers, and policy analysts. 
Directed by Mr, Ben Hoffman, Presiden, this dynamic program will engage 
participants through guest lectures, skill development role plays and dialague focusing 
on Complex Humanitarian Emergencies, Transitional and War Torn Societies. 
Program Objectives: 
* To define and situate peacebuilding as one of three peace-nurturing functions, 
* To gain theoretical awareness and practical understanding of contemporary conflict 
and political violence and models of'anabysis and resolution. 
* To develop negotiation and mediation skills to be applied in peacebuilding and 
ttemational conflict resolution. 
For further powan, please contact: 
Ms. Laurie Wright, Project Coordinator, 
50 O'Connor Street, Suite 1422, 
copo Ottawa, Ontario, KIP 6L2 Canada 
Sd Telephone +1-613-237-9050 
| Fax +1+613-2301651 
E-mail: conciian@intranet.ca 

Internet: WWW, v. canadr. com 


THE UNITED NATIONS UNIVERSITY (UNU) 
INTERNATIONAL LEADERSHIP 
ACADEMY (ILA) . | 
AMMAN, JORDAN 





The UNUALA was launched by former UN Secretary General Boutros 
Boutros Ghali, and HM Queen Noor of jordan, Chair of the 
UNU/ILA’s Advisory Board, in October 1995 at the UN on the 
Occasion of the UN's 50th anniversary. It seeks to provide training in 
leadership skills and attitudes while fostering commitment to 
¿sustainable development, sustainable democracy, civil society 
institutions, and peaceful resoiution of disputes. Through leadership 
training it seeks to develop responsibility, self-reliance, and 
commitment to service within a context of rapprochement between 
]i peoples and cultures. The ILA held its first International Leadership 
E Program in June-july 1997. 


from outstanding mature candidates with either current or potential 
leadership responsibilities in government, politics, "international 


sector. Distinguished speakers are expected to include current and 
1| former officials from governments and international organizations. 
| The program will include cultural visits to various regions. 


Program in March-April 1999, 


di fees, accommodation, meals, 
| tours in various regions. Appl: cants are invited to specify how they 


propr iate justification. 


i; Letters of applications, CVs and. at deat two recommendation letters 
| must be recei ved no later than February 28, 1998: 


The Director, The UNU/ILA, 
c/o University of Jordan, 
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| The Second International Leadership Development Program will be |] 
held in Amman, Jordan, July 4-30, 1998, Applications are invited | 


organizations, NGO's, academia, professional fields and the private | 


An Advanced Leadership Program will be held in March-April 1999. 1 IR 
A group of participants from the First and Second Leadership |} 7 
Programs will be invited to attend the 6-week Advanced Ee | a 


| The subsidized cost of the Second Leadership: Program’ is. s US$ 2 400 : 1 - 
excluding airfare to Amman and back home, but inclusive of tuition il 
‘ocal transportation and cultural study |f 


| |j intend to finance their participation (personal, employer, institutional, | | | 
aE governments). Scholarships and financial assistance. may be av /allable |} 
to candidates from the developing countries upon application and | 


n Economics 


| iA 10-esson study that will throw light 
| on today’s baffling problems. Tuition 
| tree—small charge for materials. 











Credit for work experience * No classroom. | 
attendance * Accelerated degree programs 
Send Resume for no cost evaluation. 


Write: Henry George Institute, 121 East 
| 30th Street, New York NY 10016, USA _ 


| gg uie Web! http //www henrygeorge.org 









| Ecole des Trois Ponts 


Take French Language & Cookery 
courses & Stay in Chateau de Matel 








Learn how easy it ix to become a Certified 
Professional Consultant (CPC) in. your 






in France. Relaxed setting, 
6p per class max. 






own field. Write for free catalogue. 


| The Consultants Institute 
Dept EC, 30466 Prince William Street, Princess Anne, 
MD 21853 USA Fax; (4100651 4885 






| E-mail: 
Internet: 
Fax; 


info@3ponts.edu 


http//3ponts.edu 
France (0)477 70 80 01 


GMAT © GRE 
Taking the GMAT 
or GRE? 
We CAN help! 


. Details from GTAC Associates 
FREEPOST, LondonW5 4BR 
: Tel: 0181-993. 3983 mm 


NISHI 
; Alised da 


eens Madrid 














































. Swiss & US Diplomas 
Bachelor's Degree | 
-MBA, MS, MA 
* Paid Swiss & US internships 

e Office cf Admissions 





[ uar j 
Te 4121 963 7404 









‘ideas aasien aa E 
info@eressculture.com | 


p i 


F English in E Eng 


at Riversdown House 


y * 25 vears of English language and cultural training 
3 *25,000 satisfied customers from 70 countries 
Will vou be one of the happy 1.000 for 19987 


= 
LEWIS  Riversdown House, Warnford, Hampshire 5032 31H | 
nw IONS TE im Mid HER FAX Bale ae PRIIS j 


















Soe 


MEY 
















"a annis | 
SCHOOL FOR FRENCH | 


| | ‘Le Toe “seen t 


* Full immersion 

* For company personnel 
* Tailored, one-to-one ; 
* Private room, full board — "AA — : 
TEL +33-3-85-458700 — nx «33-3-85-458701 


> INTERNET. LanguesCulturesl ? Compuserve.com : 


LaSalle University offers a variety of 
distance education programs in: 


E * Arts & Sciences * Business +Education 
— *Engineering & Computer Science 


Call For More Information 
(504)626-8904 
Fax (504)624-2962 


: LaSalle arenas PR 





: DELLAS’ SVIZZERA ITALIANA 
JETY OF ECONOMICS AND 
OF COMMUNICATION SCIENCES 
IGANO, SWITZERLAND 





ssociate/Full Professorships 


“As the next. ent of our recently founded Faculties, 
p sition in | Finance (Faculty of Economics) 
in Public Economics. (Faculty of Economics) 
3 position in Corporate Communication 
ition Sciences): 


E  full-tim 
d a part-time ( 3) 
d JA full-time 





pi qiesicd to have a PhD (obtained at a leading university) 
eaching and research record. 


older will be expected to take up residence in Lugano and to take 
art in the work of the Faculty. 


“Fuller details are available on request. Please contact: 

“Prof. Pietro Balestra, Dean of the Faculty of Economics, on (+41 91) 912 46 

708/209, Fax (*41 91) 912 46 29, E-mail: cains@lo.unisi.ch 

“Prof. Eddo Rigotti, Dean of the Faculty of Communication Sciences, on (+41 
| 91) 912 46 25, Fax (+41 91) 912 46 47. E-mail: eddo.rigotti@!u.unisi.ch 


EET plications should reach the Dean of the respective Faculty by 
rch 20, 1998, at the following address: 


: della Svizzera italiana, | 
civico, Via Ospedale 13, CH- 6900 Lugano. 











| pam 





= Teaching French to adults for 28 years 


| INSTITUT DE FRANÇAIS 


Overlooking the Riviera's most. beautiful bay 


AN INTENSIVE AND PLEASURABLE 
TOTAL IMMERSION PROGRAM 


82 hrs a day with 2 meals. — 8 levels : Beg. I to Adv. H 

ACCOMMODATION IN PRIVATE APARTMENTS ; 
| Next 2-4 week course starts 2 March, 30 March and all year. _ 
~ ei Villefranche/Mer EB7, France. Tel 493 01 88 44 Fax 493 76 92 17 






SCOTTISH DOCTORAL PROGRAMME 
& MASTERS DEGREES IN ECONOMICS 
ABERDEEN. HERIOT- WATT pi INDE E i ST ANDREW s 
| EDINBURGH STIRLING GLASGOW - STRATHCLYDE 
The Scottish Doctoral Programme is an innovative venture in postgraduate economics education, 
combining the teaching and research strengths of eight Scottish universities. 
IOSERUCTURE OF THE PROGRAMME 
Three one-year Masters courses are offered: the MSc in Economics, which is an ESRC Research 
Training (RT) recognised course, and offers training appropriate to a wide range of specialist 
areas within economics; an MSc m Economics (Finance) which equips students for professional 
work in the area of Financial Economics; and the MSc in Economics (Economics of Transition) 
which provides training appropriate for the application of economic analysis to economies 1 the 
process of transition from planned to market-determined resource allocations, 
| Students achieving an appropriate standard in any of these three Masters courses can proceed to 
| further study for a PAD at any of the eight participating universities. 
| ENTRY REQUIREMENTS 
; Applicants should normally have a first-class or good upper second-class British Honours degree 
l in Economics, or the equivalent from an overseas university 
— | SCHOLARSHIPS 
= | Up te eight scholarships are available for MSc study. Further details are av: ailable from the 
Po Programme Office. 
For further details contact: 
- Programme Office, Scottish Doctoral Programme & Masi Degree i in E 
partment of Economics, University of Glasgow, GLASGOW G12 RRT, Scotland, UK. 
. Telephone: *44 (0) 141 330-4658 | Fax: F444 (0) 141 330-4940 
: Email: EL. e ac. uk Web : iid /scottie.stir.ac uk 


| range is possible depending upon qualifications and relevant - 


pensionable. Occupational pension arrangements are provided 


| through the Principal Civil Service Pension Scheme (NI). 


| NIEC, Bulloch House, 2 Linenhall Street, Belfast BT2 8BA.- 
Telephone Belfast (01232) 232125, Fax (01232) 331250. 


| qualified ape peeti of religion. Gender, SIM: 


| Closing date T is 6 March 1998. | 





.. Northern Ireland 
€ D | Economic Council 


SENIOR ECONO: 


Salary: £19,611 - £30,371 
Fixed Term Contract (J Two and : a half years) 



















































The Economic Council (NIEC) is an inen der body: which 
advises the Secretary of. State on economic policy in Northern 
Ireland. It has a team of economists responsible for investigating 
a wide range of issues relating to the Northern Ireland " 
economy, preparing papers for the Council and writing reports eds 
for publication. : 


Applications are (invited for the position of Senior boni. 

(One post). Candidates must have an Upper. Second or First 
Class Honours Degree in Economics or in a'subject where — 
Economics is the major component. Candidates must so ha E 
Postgraduate Degree in Economics (or in a subject where- 
Economics is the major component) and/or research expe 
economics. They must have experience in independently < ' 
substantial reports to a required length and format (Council ~ | 
reports have a normal length of 50-100 pages). The work of a a 
Senior Economist involves full responsibility for part of the : 
Council's work programme which is agreed on an annual basis and. 
the appointee will be expected to be able to discern useful themes 
for analysis and develop research on these. The appointee will 
have to supervise Economists on specific projects or deputise. for 
the Director. For this reason, supervisory experience and/or - 
previous involvement in team projects will be essential. 
Familiarity with basic computer applications would also be useful. i 
Senior Economists are expected to demonstrate a high degree of 
competence and initiative and the ability to assume substantial 
responsibility for individual research projects at an early stage. ~ 


The salary range for the post is £19,611-£30,371. Salary on 
appointment will be £19,611 although a higher point on the 





experience. Salary progression is based on performance. “One . 
off" payments above £30,371 may be payable on an annual basis 
although such payments are also performance related and are non 


Application forms and farther details can be obtained from d 


Applicants should note that this appointment is for a fixed term. | 
to provide cover for another member of staff on career break. 


The NIEC will interview only those applicants who appear, from | 
the information available, to meet the essential criteria and, if 
numbers warrant, the preferred criteria. The Council will be 
willing to consider a secondment from another organisation. 


NIEC is committed to equality of opportunity in employment. 
All applications for employment are considered strictly on the 
basis of merit. NIEC welcomes applications from all suitably 


Or race. 

















Universitat Ee 
Konstanz 


| in der Fakultat für jechal und: Statistik (Kenn. 
ziffer 98/003) ist eine 








| EXEC UTIS i 2S, JOB HUNTING IN ASI 
Contemplating a career search into, within or out of Asia? We can he ip 


you find a more rewarding position now! Take your first step towards a 
brand new future by contacting us for free info. | 


Tel. (662) 2674685 Fax. 2674688 
Message Centre: 2674686 
Email: epasiattibkk loxinfo.co,th 


| | Career Path Asia 
| 35th FL. Room A, 1249/12 Gems Tower 













| Charoen Krung Rd., Bangkok, Thailand. 








































C4-Professur — 
für Betriebswirts chaftslehre 


wieder zu besetzen. Die Ste lleninhaberin/der Stelleninhaber hat 
neben ihrer/seiner Verpflichtung in der Allgemeinen Betriebswirt- 
schaftslehre eine spezielle Betriebswirtschaftslehre im Bereich 
»Unternehmensführung und Organisation« zu vertreten. Voraus- 
.|. setzung für die Bewerbung ist die Habilitation oder eine gleich- 
-To wertige wissenschaftliche Qualifikation. : 


| Die Universitat bemüht sich um die Beseiti gung von Nachéellen, 
ur Wissens artegi im Bereich der Hochschule beste- 





The Department of ECONOMICS of Delft University of 
Technology is offering a 4-year 


PhD fellowship 


to graduates with a strong background in quantitative 
economics. Successful candidates are expected to write 





a PhD thesis on Microeconometric analyses of deter- 

minants of innovation, using firm-level data. Salary and 

secondary benefits are competitive. Applications should 

: : be p^ to: Prof.Dr. Alfred Kleinknecht, Faculty of 

3 it den à üblichen emer sind unter Angabe | ! Technology, Policy and Management, 
ler Kennziffer. bis spátestens 31. Marz 1998 zu richten an den | " pts ii 

: Dekan der Fakultät für Wirtschaftswissenschaften und Statistik, T a De Ift 

Fach D137, D-78457 Konstanz, 








Kanaalweg 2b, 2628 EB Delft, Holland. 
E-mail: kleinknecht@wtm.tudelft.nl 








wu! UNIVERSITY OF 


SUSSEX 
VICE-CHANCELLOR 


The Council of the University of Sussex invites applications for the post of Vice-Chancellor in succession to Professor 
Gordon Conway, who has been. apponiee President of the Rockefeller Foundation in New York with effect from 
l April 1998. 


Founded in the 1960's, the University: is set in an attractive campus in parkland near the South Coast, some 80km from 
London. The mission of the University is to.advance learning and knowledge through teaching and research, in an 
innovative, intercisciplinary and international environment, and in a manner which meets the needs of the individuals 
and the society it serves. The Vice-Chancellor is the Chief Executive eben, responsible to Council for academic, 
financial and administrative affairs of the University. | l ae 


The Council seeks to appoint an individual of outstandi ing ability i and proven success in his or her career to date, The 
successful candidate will be a strategic thinker, capable of leading the University to meet the emerging challenges facing 
higher education. He or she will sustain the existing high levels of research in the Univ ersity and continue the 
developments of international excellence in research; promote the provision, in teaching, of a high-quality education 
which is academically challenging and intellectually coherent, and exercise sound financial management. Experi ience of 
d E responsi ibility i ina large, multi-objective organisation is essential. 





Dm he University feserves the right to make an appointment by invitation. The University is an equal opportunity employer. 







essions ofi interest; nominations. of individuals felt 

le, and requests for more detailed information 
ibout the University, the Vice-Chancellorship and 
cap plica tien l ements should be addressed i in 


confidence, quoting reference 5469A /13, to Michael Brandon, 
Partner, Korn/Ferry International, 252 Regent Street, London 
WIR SDA or via e-mail to kfs-london@kornferry.com 

The oe dan for d aD is 31 March 1998. 








K/F SELECTION 


. A DIVISION OF KORN/FERRY INTERNATIONAL - 


















Professorship of Economic 
The electors intend to proceed to an election to the es 
Economics with effect from 1 October 1998 or such 
The preference is for an appointment i in applied microeco D 
À non-stipendiary fellowship at Al Souls College i is attached 


Applications (ten copies, or one only from oversei 
persons who have agreed to act as referees on th 

not later than 30 March 1998 by the Regi 
Square, Oxford OX12JD, from whom further. 


The University is an Equal © 






















x : Resume Broadcast international 
-. PO BOX2892, Big Bear Lake, California CA92315, USA. 
Tel: 41 (909) 866 4213, Fax: +1 (909) 866 4244 
Email: 1022243306 @compuserve.com 













































The British Government has a poverty focused programme of development co-operation assistance in Nigeria working | 
=: primarily through Non Governmental Organisations (NGO) with particular priority given: 70 key sectors including health and — ae 
population. "SS 
The following position will be responsible for supervising a substantial programme of support for health. and health services, 

~ with emphasis on collaboration to achieve the delivery of health benefits to the most disadvantaged groups particularly in the 
areas of: reproductive health services, contraceptive social marketing, adolescent sexual heaith, Primary Healthcare Systems 
‘Development, including Bamako Initiative approach and state level health services deve :lopment. 








~ Based in either Lagos or Abuja, you will facilitate and effectively manage DFID’s investment in Nigeria’s health and 
population sector which will include overseeing the H&PFEM office and cost budget. =. 
Responsible to DFID for the in-country management of health and population sector activities, you will establish and maintain < 
good relationships with the Federal and State Ministries of Health, Parastatal and University Institutions, Local Government 
Authorities, NGOs, and multilateral and bilateral agencies. This will involve developing and maintaining an in-depth 
knowledge and understanding of Nigeria's health and population and related sectors. 
In addition, you will co-ordinate and monitor implementation of DFID health and population projects and provide support. 
with oper rational matters as well as assist in the identification, design and appraisal of future health and population sector 
initiatives. | 


Travel throughout Nigeria will be required as well as travel to London. 


QUALIFICATIONS 

The position demands a basic degree in medicine/health or social sciences and a postgraduate qualification in 

management / public health with at least 5 years’ work experience in a dev eloping country, preferably West Africa. A 
qualification in reproductive health or primary health care is desirable. This position is demanding and vou will need to be a 
committed development worker with excellent interpersonal and team building skills. The ability to work collaboratively with 
others at all levels and to represent DFID at international and national conferences and meetings is essential as is good 
organisational skills and a strong personal resilience in order to cope with the restrictions ofa difficult security situation. —— 
Applicants should either be nationals of Member States of the European Economic Area ( (EEA), or Commonwealth citizens 
who have an established right of abode and the right to work in the United Kingdom. 


TERMS OF APPOINTMENT 


You will be on contract to the British Government for 2 years, Salary will be c.£42,900 p.a. (UK taxable), Additional benefits 
will normally include variable tax-free allowances, children's education allowances, free accommodation and passages. 





Previous applicants need not re-apply. 

Closing date for receipt of completed applications is 27 February 1998. 

For further details and application form, please write to Appointments Officer, Ref No AH304/ASH/TE, 
Abercrombie House, Eaglesham Road, East Kilbride, Glasgow G75 8EA, stating Ref No AH304/3 clearly on your 
envelope, or telephone 01355 843428. 


DFID is committed to a policy of equal opportunities and applications for this post are sought from both men and women. 
Department For 
International 
Development 
















i Wanted a highly qualified, experienced à senior K financial: 
[manager: knowledge of European book-keeping | 
system, English/Russian. Dynamic, communicable. 
-|Work and stay with family in Moscow. Good | 
conditions. Resume to fax +7 095 4523081. a 




























An opportunity to join a leading ! 
international management 
consultancy firm 


| OFEIER FOR 
INTERN ATH AL 
PDLHOV RERYPOES| 





IPS is an international management consultancy with offices in Bristol, Brussels 
and Moscow, IPS specialises in providing services to government agencies in the 
field of social and economic development, working extensively in Russia, Central - 
and Eastern Europe and Central Asia, often on programmes funded by 
international donor agencies. The company has also worked with governments in 
. Africa, the Middle East and East Asia. 










As a result of the company” "s in-depth familiarity with Central and Eastern Pone 
“and the CIS, IPS is now offering. its full range of management services to private 
sector clients interested in this region, which includes market surveys, market 
| entry strategies, feasibility studies, business planning. and pees finance 
sourcing. : 





Due to the increase in inquiries from both public and private sector sources, IPS is 
creating additional staff positions t respond to the growing demand for our 
services. Applications are invited. from highly qualified candidates for the 
following positions in. the company’ *s public sector division: 


|. Senior Project Managers - - Public Sector 

To take responsibility for the management of a portfolio of projects, to include 
_ project planning, monitoring technical and financial performance, evaluating 
j| project outputs, and meeting clients’ objectives. In addition, to take responsibility 
4 for developing new business and winning new contracts within the individual's 
] discipline, These permanent, full-time positions report to the Director of 
Consultancy and are based in Bristol. UK. 


Applicants must have a minimum of 5 tears experience in project management on 
» donor-funded programmes, combined with a minimum of 8 years technical 
experience in one of the following sectors/subsectors. Education to Masters level 
would be preferred, 


Social Protection (including social security, pensions, 
unemployment, soctal ássisiance) 


Education (including management reform, training of trainers, 
curriculum development) 

Public Administration (including civil service reform, institutional 
reform, central/local reiations; local government, EU accession) 


Health Reform (including primary health care, health promotion, 
health financing) 


.. | International Experts 

We are also looking for experts to undertake long- and short-term contract 
“assignments, particularly in Central and Eastern Europe, in the following 
P disciplines: 
3 C1 education 

CJ health reform 

a dissemination strategy 


M social protection. 

M public administration 
73 project management 
a F public procurement 


£1 positions fluency i in English is essential. Proficiency: in other languages. 
a : oe CRE E tarppean, 4 is n *sirable. 


fiin details (for. permanent sag positions ou Louns ref, econad/0198, to: 


Mr Shaun Moss, Director. of Consultancy, 
IPS 143, 1 Eaton Cres ai Clifton, "amos BS8 2EJ, UK 








We regret that "m „sicie a ee NRI 
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Economic Analysts 


LMC International, based in Oxford, England, with an office in New York, : 

is an economic consultancy specialising in agricultural commodities (such 
as sugar, rubber, coffee, cocoa, oilseeds, leather) and certain industrial 
sectors. À separate division, LMC Automotive Services, specialises in the 
automotive industry. 


LMC is seeking to recruit two or more economists. One will be an analyst 
to join its team researching the world tyre and rubber industries, to 
specialise on the synthetic rubber industry. The other positions will be to 
work in one of the other commodity teams. Each post calls for the 
following abilities: to have the confidence to meet international players in 
the sectors that LMC serves, and to understand their concerns; to 
formulate, in rigorous economic terms but simple language, ideas about 
the economic forces shaping a sector; to find (often in obscure places and 
in foreign. languages) the statistics and other information needed to 
generate, test and modify these hypotheses; to organise and present data 
_ effectively; to use software (primarily Microsoft Word and Excel) to bring 
projects to the point of printing; and to complete a project to deadline. 
Excellent command of English and an ability to write clearly are essential. 
Non-EU applicants must possess the right to live and work in the UK. 


LMC has an excellent record in developing research skills, offering high 
calibre staff the opportunity to advance rapidly in salary and experience. 


In responding, please state clearly whether you are applying for the post . 
of synthetic a analyst, or for the other positions. e 


Apply to: Director of Personnel, LMC International, 14-16 George dH 
Street, Oxford OX1 2AF, UK. cab 
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Program on Environment Information 
System in Sub-Saharan Africa 


Description of the Program 

The Program on Environment Information System (EIS) in Sub-Saharan Africa - 
(SSA) is a framework for promoting the greater use of information in support of 
environmental decision-making in the 48 countries of SSA, most particularly by | 
developing African expertise and capacity, and by sharing experiences amongst | 
EIS practitioners. The Program is supervised by an Advisory Committee 
comprising African and international experts, recognized academics, and 
representatives of multilateral, regional and bilateral donors. 

The Position 

The Program seeks to fill the position of EIS Program Coordinator. The 
Coordinator will be directly accountable to the EIS Advisory Committee for the 
performance of all aspects of the EIS Secretariat, both administrative and 
technical, Secretariat. activities include: providing knowledge management 


| services to the network of EIS practitioners in SSA; organizing Advisory 
| Committee meetings; monitor the activities of the EIS Working Groups; editing 
| the EIS Newsletter and coordinating the publication of proceedings and of 


technical papers; managing the EIS Program Web site with appropriate links to 


other EIS sites; maintaining a list of EIS indicators for all sub-Saharan countries; 


linking and collaborating with other EIS initiatives; identifying and promoting EIS 
best practices; publicizing EIS Program objectives and achievements; promoting 
the development of African expertise through EIS Program activities. 

The Candidate r 
The successful candidate must be a national of an SSA country with an MSc or. 
equivalent degree in an environment related sector, with a strong information 
technology content; be familiar with environmental issues in Africa; possess at 
least 10 years experience in progressively responsible management positions; have 
up to date knowledge about informatton technology, particularly geographic 
information systems, remote sensing and database management; have exceptional 
written and spoken communication skills in French and English; have strong 
organizational skills; be willing to travel frequently. 

Terms of Offer 


The World Bank is temporarily the conduit for hiring and managing the EIS 
Coordinator on behalf of the Advisory Committee: The Coordinator will be 


| initially appointed as a World Bank long-term consultant for one-year, renewable 


for à second year subject to satisfactory performance and adequate funding. An 
internationally competitive salary and benefits package will be provided. The 
position will be based at the EIS Program Secretariat in Pretoria, South Africa. 

Applicants are invited to send a detailed CV, including date of birth, salary details 
and the names and addresses of 3 references (including telephone and fax 


| numbers, and e-mail addresses). All correspondence should be addressed to Ms. 


Marie-Claude Verlaeten, Room 13-138, Environment Group of the Africa Region, 


World Bank, 1818 H- Street NW, Wa ashington DC. 20433, USA; Tel: (202) 473 |- 
| 4139; Fax: (202) 473 8185; e-mail mverlaeteniworldbank.org. 

Applications will be considered until ! March 1998. 
| We invite you to learn more about the EIS Program by ne its sW eb site at 
| http: HWNW. grida. ya ibtd aa HE. Cun ou. V^. ez | 


| include - m 


-| Phone 


: OFFICER (ADMINISTRATION) 


ndation is a London based 
ation that promotes capacity 
e the non-governmental 
{it also operates 

of Ra 


intergovern © 
sector lot anis s 





E | office: and. "donar resource 
management, with a particular focus on financial 
aspects, ‘Applications are invited from UK-resident 


)nwealth citizens, with an academic background | 





ancial and/or business management, and at least 

years’ experience of senior level administration 

. not-for-profit/intergovernmental organisation. 

a jary (under review): £27,655pa on a scale rising to 

35,777 plus a 3% UK Benefits Allowance. Annual leave: 
5:days. Initial contract: two years. 


or an information pack: fax 0171 839 8157, e-mail 
.geninfoGcommonwealth.int. Applications (CV, covering 
etter with contact details for 3 referees) should be 
‘eived by: SEO, The Commonwealth Foundation, 
Marlborough House, Pall Mall, London, SW1Y 5HY by the 
g date of Friday 6 March 1998. Only shortlisted 
licants will be notified. 


STU DIENZE N TRUM GERZE NSEE 


VOANG DEB SHAPE, RRERISCUEN A GSE EEE BARR 


| The Studienzentrum Gerzensee, a foundation of the J 


Swiss National Bank, has a temporary (2 years) 


TEACHING POSITION 


| for its central bankers courses. The candidate should | 
have a good experience or knowledge in central 
banking issues either from the financial or from the 

monetary policy side. Interest in research is also highly 
desirable. The position involves a light teaching load, 


course organisation, and research. Financial 
conditions and research infrastructure are competitive. 
Further information about the center can be found on 
http://www.szgerzensee.ch 


Please send you application with the usual documents 
to: 


Professor Philippe Bacchetta 
Studienzentrum Gerzensee 
P.O. Box 21 

1 3115 Gerzensee/Switzerland 
41-31-781 27 11 


C Fax 41-31-781 30 39 





MIST FEHRUARY 7TH 1998 . o. 





Director, Economic Development Program = 

Eastern College invites applications fer the position of Director, Economic De velopment Pn 
Director provides leadership for an innovative graduate and undergraduate prog 
Christian copvichon and compassion wiih excellent business skills and crossecultun 
promotion nationally and internationally, including fundraising, will be central te the work. 
A Ph.D. or terminal degree is preferred with a Master's Degree in one of the follow TE 
business, public policy, arban planning, infernational or urban development, orahe 
understanding of and idenuficahon w iih Eastern's mission statement, three years expe rienc 
| development and/or community. organizing/dev elopient; experience Hr education program 
pra acncal c con BURRY TE He: a esa onstrate ed pace IE id Pes are DEUM. 










































a cover eee current iesumss, and: 4 Wess profe: sijonai eae te: 
Director, Economic Development Search 
Attn. -Disid King. Director of Human Resources 
Eastern College 
1300 Eagle Road 
— 8t Davids, Pa 190873696 
Eastern College ix au Equal guis sanity miplever fomen and minorities are ence 
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LU NIVERSITY O OF. 






The electors intend to proceed to an election to the: brolesscmhis ef Menace 
Studies, with eect from 1 October 1898 or such later date as may be arranged. 


A non-stipendiary fellowship at Templeton College i is: attached to. the professorship. - 


The professor will occupy à senior position án the newly-established Said Business 
School and participate in the development of a major initiative in business education in. 
Oxford. There is no restriction. as to field, and candidates from disciplines which relate 
to business, as well as experienced: business school teachers, will be considered. 


Applications (ten copies, or one only from overseas candidates), naming throe 
persons who have agreed to act as referees on this occasion, should be received: 
not later than 30 March 1998 by the Registrar, University Offices, Wellington. 
Square, Oxford OX1 24D, from whom further particulars may be obtained. — | 


































ActionAid works with some of the world’s ovd conmusitias inc 
Africa, Asia and Latin America, helping them to hepins pestem m E 
8 more secure and = future. S 


" AS £ essr , m e ent 


£32,587 - £33, 303 London base, 


ActionAid realises the value of learning by experience gio | 
one of the best ways to improve our effectiveness in | 
alleviating poverty is to assess and evaluate the impact of ; 
| our work worldwide. — 1 











You will provide expert advice, review our work so far and. | 
develop global standards of best practice in monitoring and" 

evaluation to ensure that we are constantly learning and. 
- able to identity the impact of our work, Representing’ 

ActionAid you will play a key role in ensuring that we have ` 
— an influential voice in verious external networks. | 
You will have 5 years’ plus experience in development, 3 of 
which will be in monitoring and evaluationvimpact 
assessment work. With strong advisory and influencing . 
skills, you will have up-to-date knowledge of best practice |. 
in this area, as well as a good understanding of gender ^ 
issues. French, Spanssh or Portuguese would be an | 
advantage. 
For further information please quote Ref 436 E and 1 
either email: Cathyg@actionaid.org.uk or fax 01460 
We aim to be an equal o p Ortunitios. employer. 
site: www.oneworld.org/actionaid, 


66871. Closing date: 7 March 1998. Please note eed d 
more information about A CTI ONI N d 
Charity no. 274487 | b, 


shortlisted POPE will be contacted. 
For 
ACTIONAID please visit our web 










ORDER YOUR FAVOURITE BRITISH 
MAGAZINES ON THE INTERNET, 
DELIVERED DIRECT TO YOUR HOME. 
Visit us on the erne m 


. A prine of over r 3500 British 
magazine titles, from Investors 
Chronicle to Railway Modeller, 
Manchester United to the Spice 
Girls, House Beautiful to Hello. 
Order 1 Copy to an annual 
subscription. 

Delivery by airmail anywhere in the 
world, at competitive prices. 


www.britishmagazines.com 

or email us at unshops@legend 
for further details. 

2 Tel: 44-0113-2430222 

*. | Fax: 44-0113-2446330 


—————————— RIPE 


T x t ^el x Co os od 
ppc Ed GU A 
STERA ERSA TA oe 

is S e S7 m $ 
^ *e-:-5 - 
a Eso M » s Md 
eS Aas oy shoe A 


U.K... 
a eco 
ER me 
In sta Activés jon? 
5, 24-How rc 


U ‘Up Fees 
* Agents Wanted Call 1-206-378-2816 « 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: info@kaliback.com 
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5 ANNOUNCEMENT 


d by the vision of a king who was keenly aware of social inequalities 


ir particular between the north and south, the 


> Ki NG BAUDOUIN INTERNATIONAL DEVELOPMENT PRIZ 


aad EOS ro the action of individuals or } they give to the peoples of less-developed countries to take 










THE CENTER 
ON CRIME, 


& CULTURE 


i. Ellen Barry, ID. te 


Angela Browne, Ph.D. 


Bell Gale Chevigny, Ph.D. 


Prof David Cole, LD. 
Prof. Herman Goldstein 
Prof: David Hemenway, 
Ph.D. 


i Paulo Mesquita, Ph.D. 


| YuPing, Ph D, LL.M. 













n Amezcua, 


Andrew Block, JD. 


‘Sharon Djemal, J.D. 
Eagly, JD., Esq. 
hrista Gannon, 2D. 
Jaiba Hill ID. Esq. 


"|. Barbara Kaban, 
| MBA. PD. 


uo] Sylvia Kucera, J.D. 





E Anne Kysar, 1D. 
Toanse Lin, MA, LD. 


Rachel Moser, J.D. 


| Giovanna Shay, 
Mo Phil, LD. 


Lynn Vogelstein, J.D. 
Kelly Warner-King, J.D. 








PROPERTY — 
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| facilities subject to status. 


corinne Carey, M.A, TD. 


INVESTMENT IN SPAIN. 


Costa Del Sol, Dominion Beach is a prize | | 
winning resort on the sea between Puerto] ™ 
Banus and Estepona (adjacent new Kempinski 
Hotel). The final phase of new luxury, fully 
fitted town houses and apartments available 


Buy direct from the developer at unrepeatable 
| prices of UK £110,000 to £135,000. 

Good security, underground 
-f included, letting service on site. Loan 
Full details from U.K. Sales on: 

Te 44 (0) 1992 561301 Fax: 44 (8) 1992 

. 573407. 
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n The Center congratulates the 
newly selected 


-Soros Justice Fellows 





so o Legal Services for P Prisoners with Children, San Francisco, CA 
0 Effects of incarceration on families" 


Author, Boston, MA 
"Violence and tts effects on women's and children's Ives” 


Author, New York, NY 

“College education in prison and prison writing anthology" 
Georgetown University Law Center, Washington, DC 
"Race and class disparities in American criminal justice" 
University of Wisconsin School of Law, Madison, WI 
"Directions for change in urban policing" 


Harvard School of Public Health, Cambridge, MA 
“Rational gun policy and public health" 


Center for the Study of Violence, Sao Paulo, Brazil 
“Police violence in emerging democracies in Latin America" 


Human Rights in-China, New York, NY 
"China's criminal justice reforms" 





POSTGRADUATE SOROS JUSTICE FELLOWS 
Legal Aid Society, New York, NY 


Legal Aid Society, Charlottesville, VA 

Housing Works Inc’, New York, NY 

Urban Justice Center, New York, NY 

Coalition for Humane Immigrants Rights of Los Angeles, CA 
Santa Clara Office of the Public Defender, San Jose, CA 
Amnesty International USA, Oxford, MS 

The Children's Law Center, Lynn, MA 


Office of the Federal Public Defender, Las Vegas, NV 
The Defender Association, Seattle, WA 


San Francisco Neighborhood Legal Adsistance Foundation, 
San Francisca, CA 


San Francisco District Attorney's Office, San Francisco, CA 
National Prison Project, ACLU, Washington, DC 


South Brooklyn Legal Services, New York, NY 


. Teamchild, Seattle, WA 


Brom unn October 2, 19 






BUSINESS - 
Become An 
OFFSHORE 
FINANCIAL 
ADVISOR 


car parking 


Six-figure potential 
| (702) 883-1944 
A Fax: (702) 883-0267 






e Corporations and LLCs | 
s Free name reservation | l. DEINE 
e Personal assets shielded = aaie 
e Confidential and cost effective , Nevada $380.00 . 
e Full registered agent services — . Utah $270." | | 


.491. TEL: 302-421-5750 - 
FAX: 302- 421 5753 -EMail corn@dca.net 


Registered Agents, Ltd. . Web Site: www. incusa. com. 4 
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$2859 | 
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1220 N. Market t Street, Suite 


. Litigation Bag 
























22x14 x8". 
Walnut or black Mae: $ I 050. 


Here’s an enormous brief- Our Traveler’s Biche | 
case that can doubleas your ^ double as your laptop bag. 
suitcase. It can carry letter- © Your laptop's protected by. 
size manila file-foldersand our padded, Flexible. Un- | 
letter-size binders stacked ~ wreckable™ frame. Er 
vertically, side-by-side. It's | | 


" Twelve of us work together 
a ‘legal’ carry-on. 


- to design and make alaser 
You can pack your suit one Travel Goods in our San 
shirts wrinkle-free in your _ Francisco studio. We sell 
22” Litigation | Bag: with | ^. direct to you. Please call | 
Glaser Insider" dividers. ` for our free catalog. 


GLASER DESIGNS | 

TRAvEL Goops MAKERS | 153 

32 OTIS ST. SAN FRANCISCO, CA 94103 

| PHONE 415-552-3188 FAX 415-431- 3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM | 

p a AA uu cuu 

















| 75-year tradition of eS. Subsidy. 

book publisher offers publishing 

services for books of all types. For 

-|. free Author's Guide write Dorrances ooo 
ECON, 643 Smithfield, Pittsburgh, | 

PA or call 1-800-695-9499 — 








i America's biggest. selection: 1 
Save 30% or more on current 
I books and best sellers, save up i 
i to 8096 on overstocks, reprints. j 
Politics, World History, Biogra- 
l phy, Travel, the Arts—over 60 | 
subject areas. Write for FREE 
I CATALOG. 
HAMILTON 
5551 Oak, - | 
Falls Village CT 06031-5005 






Readers are recommended j= 
to make appropriate enquiries and take [> 
i appropriate advice before sending money, 
incurring any expense or entering inte a 
binding commitment in relation fo ane 
qiiia The S apel cde bois: pe 





| iucRanve HOME BASED BUSINESS 






CSTOCKiOANS 






nos c E M : JE "IMMIGRATE TO CAN ADA 6/7 figure income not MLM. Serious. 
: ALLMAJOR INTERNATIONAL EXCHANGES Ib | ^  "WeCanHelp" - || people call 0181 236 4984 and listen. 


NEW YORK, LONDON, TOKYO, 


HIGH LOAN TO VALUE RATIO 
NON-RECOURSE/HMELY CLOSINGS 
REASONABLE TRANSACTIONAL COSTS 
FAX INGHHRIES/DETANS OF REQUEST TQ: 1-269-216-8490 | 
AB PHOENIX, INC. — i 








25 Years E xperienee in bmmigranon Matters 
The law fn of Somn & Peterson 
http://www. somien.com 


Email; somjendisomjen.com FREE CASH GRANTS! College. 


: a eae iy Bay pp - Scholarships. Business. Medical bills. 
eels atariy Canada 
Tei (416922 8083 Fax: (41693224234 || Never Repay. Toll Free 1-800-218- 


| “We C an Help”. | e E | 9000 Ext. G-4265 US Only, 

















: : pay ae only ify at " Iimig: ant VM is oc = 

issued and nol otherwise. For an ASSE SSME N ei 

[P forward voor vesumie 16: 
CHAIT AMYOT lmnigration Division, 

| Place Ville-Marie, Suite 1900. Montreal, Canada, 

HOB 203. Tel 4514; 879-1383, Fax 












RT LAGU, 








GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 





| “Career i in i Raoning Industry | 

| - Promoting Asset Protection | 
and Bank Accounts in 

Offshore Tax Haven” 


www.nenvorktoolcom 


|Ph:Fax Europe 44 171 691 7783] 
\NAmerica. ^ 1305418 7368 
|PacRim 61 29 475 0012 


APARTMENTS IN| | 
LONDON & EUROPE 




















2ND PASSPORTS / Drivers Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax +3120-5241407; E-Maii: 
100413.3245@compuserve.com: 
http://www.global-money.com 





























ELYSEE HOTEL 


` Hotel facing Hyde Park in Lancaster Gate, 
[Excellent value accommodation in the heart of 
London near major tourist amd entertainment 
| venues. 

Single £40. — Doubie/Twin £45 

Family £65 up to five persons 
Price for room 

Rooms with ensuite we/showers, television, tea | 
coffee making facilities, telephone, 24 hour 





COMING TO LONDON? | 
Then why not stay at Endsleigh Court where ` 
you can be sure of a friendly and courteous 
welcome. 
Qur large block is centrally situated, offers 
self contained studio apartments with well 
equipped kitehen and bathroom ' 
October 1997 - March 1998. From *£321 Per Week Ff | 
April 1998 - September 1998 From "£390 Per Week f Alternate Citizenship 

















IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
Mery reasonable fees. Leonard 
Simcoe, Ref, E, 1255 Laird Blvd, 
#208, Mt, Royal, Quebec, Canada 












































A limited number of ONE and TWO A Tax Lu ree e Li ivi ng reception, recently refurbished. HaP 2Ti Fax (514) 739 0795 
BEDROOM apartments are availabie |]; Tel No: 4441714027633. Fax: 2441714024193 A UAE E : ` 
: ENDSLEIGH COURT E aii Jnternatienal Lea, Box Ne 968 gum = =m um = — 0m 
24 UPPER WOBURN PLACE | f Forestside House, Rowlands Castle, ty x iy START YOUR OWN 
LONDON, WCIH OHA ] p _ — Hants, POS SEE, England, URK. YOUR OFFICE IN ASIA | IMPORT/EXPORT AGENCY l 
Telephone: 017] 8780056 Fas: 0171 3800080 | METERT TEETE EIEEE Office address, rep office services, marketing | No capital or experience required. No risk. 
All major credit cards accepted —— I Fax: +44 1705 631322 and business advice and consultancy. to assist "e ii lie See i 
UPRCe PRICE INCLLIDES d NEBGRGIE , : S p uer 1g dvi i 
Ey bis oe RE f Aiia oo] f EMailscopemal@compuserve.com your Malaysian or Asian business. Local Established 1946. Clients in 120 countries. 
CHARGE FOR PROVISION OF FURNISEINGS. 1 $ internet httpi/www.britnet.co.uk/scope/ company set up by expatriate (after 26 years Send for FREE booklet. 
z : with Fortune 300 company, most in Asia). WADE WORLD TRADE I 
M TA , Dept 2024 50 Burnhill Road Beckenham Kent 
Ir-£oncepts Sdn Bhd, 4A, Jalan Telos, BRS ALA 
Bangsar Baru, 591060 Kuala Lumpur, Malavsta. Tet +44 (0) 181 650 0180 f24hrsj I 


Fax; +44 (0) 181 663 3212 
l email, Spe un. com 


Tel: (603) 284 9664 Fax (603) 284 9692 | 





Save 30-70% on International Calls 










"Justice rated ^i in Callback 


IM intents daai del APLE Late APER 


NEN 
— first month, 
U.K. ........19¢ | 


* Business, residential, and cellular 
savings. - 






























France...... 30€ referred by satisfied e Earn Keni travel with WorldMiles | 
Germany ....24«€ NewWorld users EM M EN 
Italy B ^ X RW X* Kock 38€ N 4 Ot, í 0 by - * Use the service to ders na 

INOW eam 20 Yo y < "Or sell it as a Justice agent. 
Switzerland .. . 31¢ referring 2 2 friend d p 













: Te 360.5037 Fax 44. 171.360.5036 
i 'oridtele. com lios /nwwcnewweridtels. com 


Justice... i 


Ics Tuae what you're. TORR for. 








tiei to Business agents welcome - 
2012878400. 











Mention quires we icome. 





AU 












1462 TEANECK ROAD + SUITE 114 « TEANECK, KEW AUAN * 07666 * PT 





nu 2000 Erm 2100 fax www dusticecorp.com 


your personal asset manager in switzerland 






http://www.pzim.com - 
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110 202 QoS JME ECONOMIES 










































]| — PUBLISH YOUR WORK - 
ALL SUBJECTS CONSIDERED: 


Fiction, non ficti de . Barer 


I. mme 


Serviced Apáriments offering Best Value for Money. 
Gnbealable location in South Kensington 
2 person apartment from £70 per night 
4 porkon taimen from uu per night 
Qm 


ASH GARD 

E Ashburn Gardens, London SW? 4DG. n K 
; Teka 171 3702663 
es Fax: ++ 44 171 370 6743 


BELIZE 
x CITIZENSHIP & PASSPORT | 


| Confidential Service Direct From Belize 
FULLY LEGAL PROGRAMME 
Generous Visa Free Travel 


From US$45,000. inclusive 


2 Belize Passport Consultants Ltd. | 


944 Orchid Garden, P.O. Box 165 
Belmopan, BELIZE 
Tel: + 501 8 22759 

| Fax: + 501 8 23785 

‘|. Government License 971001 

http:/www.visafree.com 


CHEAP 
INTERNATIONAL 
PHONE CALLS 


For the 
lowest Prices 
in the 

Mie contact 


DIA | 
INTERNATION I 


Tel: + 44,181. 490 5014 
Fax: + 44.181. 490 5075 
Email: sales&ppsitd.com 


www.ppsltd.com 
*«494949444949494949 










Me d 


OFFSHORE 
| TAX-FREE 


compamies wrorid-wride 











formation and administration 
of companies 

opening of bank accounts 

tel/fax/mail forwarding services 

LAW ECO Y. MÍO. 

1092 Budapest. Ráday a. 33/2, Hungary 

Tet: (361) 217-96-81, 216-54-13 

Fax: 60512 217-44.14 

E-maib Iveco Gmail matav hu 





Ask for our FREE information 
| brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 
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NEW AUTH ORS] 


CUT TAXES 


| Wealth Building, Asset Protection: 


For further information, please contact 


ie etebeterebereretoter oret. 


WITH PRIVACY 


Use USA & Offshore 
Companies And Trusts 
For FREE CONSULTATION 
and our Brochure contact: 





| SUE ann INC. 
Phone.: USA2(619) 578-7541 
O O FAX: USA*«(619) 578-0258 
E-mail: gbs@millennianet.com 






I GOING OFFSHORE | 

| Learn the Secrets of Off-Shore | 

Í 

and Tax/Financial Planning | 

How? | 
Read "Going Off-Shore!" 





500+ pages + 1998/7" Edition « $69 | 


| 
i 
| 
| 
| For FREE Information & Brochure or to | | 
| order please phone, fax or write to: 
| 
MS 


Gary A. Ferraro, President 


Bt 1200 N. Federal Highway. Suite 200 


CARIBECO USA LTD. 
| 


Boca Raton. FL 33432 U.S.A. 
Tel: 561-391- 4308 / Fax: 561-447- -82441 







21111 42.42.2222 43.444 di 


"Tax Planning 


We. incorporate and provide management 
.. Services in all leading jurisdictions. 
S Offshore structures can cut taxes and offer 
significant asset protection 





INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: -- 44 1624 801800 
E-Mail: iom@icsLcom 
. GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk&icsl.com 
SOUTH AFRICA - CARL LIEBENBERG 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2156 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsi.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1 954 943 1498 
FAX: + 1954 943 1499 
E-Mail: usa@icsi.com. 


http: /www.iCSL.co 




























No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS - 
Since 1975 our worldwide staff of 
over 275  multi.disciplined. 
professionals including lawyers, 
chartered accountants, chartered 
| secretaries, and bankers have 
provided confidential and cost 
effective company formation in all. 
the major low tax areas. 













BY LAWYERS - 


| SCF is one of the world's largest wi Sob 
‘planning practices. Fully owned and 
operated by lawyers and accountants. 
B Ail our consultants are professionally 
trained and will ensure your affairs will. — — 
M be dealt with in an atmosphere of M 
utmost privacy and confidentiality 


Cela 
Í WORLDWIDE OFFICES CAN 
| x PROVIDE: E3 
















































° BAHAMAS 

@ BELIZE 

@ BV ISLANDS 

@ DELAWARE LLC 
@ GIBRALTAR 

@ HONG KONG 

6 HUNGARY 


$500 
$500 
$495 
£250 
$450 
$1995 


& ANNUAL FEES 
i Ru | 


T EE | LONDON OFFICE 
[ ISLE OF MAN £250 

e MADEIRA $2250 90-100 SYDNEY $T, 
€ MAURITIUS $500 — CHELSEA LONDON, - 
€ NEVIS $575 | SW3 6NJ 


@ SEYCHELLES $350 
ALL CREDIT CARDS ACCEPTED 
Other Jurisdictions & Offshore Banks 

Available. on Request: 

LUXEMBOURG - EVELINE KARLS 

Tel: 4352 224 286 Fax: 4352 224 287 

FINLAND - JENNY KOMPULAINEN 
Tel 4258 9 6069 2569 Fax «356 96969 2565 

HUNGARY - LASZLO KISS BSc (Econ) 
Tek +36 1 351 9959 Fax: +36 1 381 9958 

SINGAPORE - DIANA BEAN 

Tet 485 535.3382 Fax: 465 535 3991 
bye KONG - RAYMOND CHOI MLA (Dip) 

Tel: «852 25220172 Fax: 4852 26211190 

SHANGHAI - BART DEKKER um 

Tel «85 21 6248 4355. Fax: 486 216248 1421 


| Other European Offices 
218 B Athens, Budapest, Lisbon, Monaco, Moscow, 
USA WEST COAST - AICS Ltd 
KEVIN MIRECKI _Attomey-at- Law 


| Nicosia & Sofia 
Tek s1 48542304 Far +17148540067 | For a free colour brochure on 
For immediate Service & our Free {10 


Page Colour Brochure Contact: m how you can Save taxes please 
ISLE OF MAN -cwronsren E BOULE Ue 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, 1M99 4EE M 
E-mail: economist@ocra.com 
TEL: «44 1624 815544 
FAX: +44 1624 817080 


LONDON - RICHARD COOK, BSc 
Tei +44 171 355 1096. Fax; +44 171 422. 4973 
1509002 CERTIFICATED 


TEL: + 171-352 2274 
|. FAX: + 171-873 9688 — 
E-mail: offshore@scfgroup. tom. 


FREEPHONE: 0800 262 856 

www.scigroup.com 

| DUBLIN OFFICE 

827-29 LWR PEMBROKE ST, DUBLIN 2 E 

@ TEL: + 353-1-662 1388. f. 
FAX: + 353-1-662 1554. 
E-mail: offshore@scfgroup.iol.ie 









































































| slowed for the second consecutive month in December, to 3.3%. Belgian unemployment fell 
; t0131% in January. Japan’ sjobless rate fell to 3.4% in December, its first decline in six months. 
_ Danish Gpr fell 0.2% in the third quarter, leaving it 2.2% higher than a year earlier. 


% change at annual rate 





The Economist poll "industrial Retail sales nor c id 
GOP. GDP forecasts . production (volume) % rate 
3mths* 1 year 1997 1998 3 mthst A year 1 year latest year ago 











ii r PRICES AN D WAGES Switzerland’ s consumer-price index was unchanged in the year to 
: |- January. Japan’s annual inflation rate slowed to 1.8% in December, the lowest rate for nine 
; months. In the year to November Italian workers received a pay rise of 3.6%, a real increase of 
| 2.0%, and Swedish workers’ real pay rose 2. 5%. 




















% change at annual rate The Economist poll 
Consumer prices* _ consumer prices forecast — Producer prices* . Wages/earnings 
slo oL LLBmths! year — — 1997 1998  3mths? tyear  3mths? 1year — 
Australia — — +10 -020 / $04 +16 —— 26 +184 +44 *2] 9 
LL ee EST nee PAT +07 *060« nana 
Belgium +02 +04 m — * 17 +19 22 *22 Nw +33 +22% 
Britain — — — 2432 +360 +30 «3! 411! «3J05«  — +44 + AB Now 
` Canada o -03 407o +37 *16 +07 +08pe -17 = 18 Nov 
| Denmark +17 *210« +22 +25 ^ +03 +17oe na *40Ag 
(awe OoOO r12 € 11 de — *12 + +04 0800 +AT *27 
| Germany — — - 07» 18 pe +18 +19 -20 +28pe na OS No 
| May — 42A * 15 oe 1B +20 € 20 * 16 Nw +11 +36 Nor 
Japan © t 10 +18 De OO +16 +06 +05 *160« na + 18 Nowe 
Netherlands - 08 + 23 De +22 424  -O4 +16 de +25 +32 No 
Spin tt 27 -*200« +20 +23 *12 *090x +36 +310 
Sweden na +19 de +09 +20 -19 +21 be +32 +43 Now 
| or NM mb mm — *06 *09 —— - 10 *080« ^ md ^ fna 
1 United € GE zd 5 E 1 2 Lm x + 23 + 213 4 $3... 12 = uu" + 5.1 + 37 Dec 
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| B FORECASTS Every month, The kono: 
| mist surveys a group of forecasters and cal- 
| culates the average of their predictions of 
|| economic growth, inflation and current- 
| account balances for 15 countries. The ta- 
. |. ble also shows the high and low forecasts 
t for growth. The previous month's fore- 
casts, where different, are shown in brack- 
ets. Many countries have yet to report offi- 
al figu es for 1997, so we include con- 
sus estimates for the year. Our seers are 

: more pessimistic about growth. prospects 

; in many countries. In particular, they have 
“| marked down Japan’: s forecast growth this 
"| year, from 1.0% to.0.4%. But they are more 
| optimistic about inflation. They now 

| think American consumer prices will rise 
| only 2.1% this year; last month, they were. 
| predicting a 2.496 increase. ~ Es 
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| OUTPUT. DEMAND AND JOBS Gerihaniy' s monii rate or doina production: growth | 


i Econ comisti 


Ee 'OMMODITY PRICE 
Last year China strengthened - 


dts position as the world's biggest producer - 


of refined zinc. According to the Interna- 
tional Lead and Zinc Study Group, an in- 
ter-governmental body, China's output 
rose nearly 19% in 1997, to 1.4m tonnes— 
almost a fifth of world production. Its ex- 
ports to rich countries rose 158%, to 
534,000 tonnes. But analysts at Billiton 
Metals expect Chinese exports to fall in 
1998, because last year's surge came in part 
from the processing of stockpiled concen- 
trates. Last year, demand for zinc fell by 
1.4% in South Korea and slumped by 28% 
in Thailand. But Korean demand could 
rise this year because of increased galva- 
nising capacity and higher exports. 








1990::100 % change on 
Jan 27th. Feb 3rd* one one 

TENOR COUPS V month — year 
Dollar index 
All items _ 104.2 42 + 22 ~ 61 
Food 1268 1268 +34 +64 
o Ue OP NNUS Op EE ee 

All 84.6 " 84.6 + 08 ~ 18.6 
Nit 96.0 98S +15 -208 
_Metas 777 761+ 02 -169 
Sterling index = i sst—<—sS 
All iterns 112.8 14132 + i6 ~ d 
Food — 1373 1378 +28 +49 
Industrials — < 

All EE en oe ae 
a Naf 1039 1070 +09 ~219 
Metis 841 — 827 = 04 -181 
SDR inder | 
Alitems — 1043 — — 1048  « 11 = 31 
Food 1268 — 176 + 22 » 99 
industrials — ME 

All 84.6 , 851 ~ 04  —1860. 
Nat o ooo 960 991 +03 -182 
.Men& J77 766 - 09 -142 
oa A ree tN StS rh ac 
$ per oz 299.05 29725 + 55 -14V 
Crude oil North Sea Brent = = 
spa barrel | 16.10 1539. AD #315 





THE ECONOMIST. FEBRUARY 7TH 1998. 





INDEX. | 


Siu rd 
———— QURE ERE E TN: iat 


NM 





rm etre ri ASKS ree er pried i nra aevi ros sao Voti ti AERA AS AREAS Pie neenon + 





 STOCKMARKETS Allt the BUPT in our table rose in the week to February 4th, with 


. MONEY AND INTEREST RATES Germany's a a supply growth declined to 4.5% 


theexception of Tokyo. and Copenhagen. Six European bourses hit record highs; London was | contained several errors, for which. we 


the star performer, soaring by 4.2%. 
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in the year to December, the slowest rate for nearly two years. The Bundesbank and the Bank 
of England decided to leave their key interest rates unchanged at meetings this week. 


Money supply* interest rates % p.a. (Feb 4th 1998) 
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TRADE, EXCHANGE RATES AND RESERVES Theyen's trade-weighted exchange rate rose by 0.9% in the week to February 4th; the dollar 


lost 0.5% and the pound gained 0.8%. Spain's current-account surplus narrowed to $8.2 billion i in the year to November, down from $9.3 
billion in the year to October. 














Trade balance*, Sbn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves* $bn. 

latest latest 12 latest 12 mths “trade-weighted? Feb 4th year ago perf perDM  perecu latest year ago | 
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3t “Australia, Britain, France, Canada, Japan and USA imports fob, exports fob. All others cifffob, 119922100, Bank of England. Excluding gold, IMF definition. 
: Net ee adjusted. 
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many are now thought to have budget def- . 
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| B EMERGING-MARKET FINANCE Net | ECONOMY Inflation is rising in many countries. The 12-month rate of consumer-price | 
| private capital flows to emerging econo- 
mies fell more than 30% in 1997, to $200 


. billion, down from a record $295 billion 
in 1996, according to the Institute of Inter- 








and Turkey (where it reached over 100%). GDP growth slowed in the year to the fourth quarter 
'in the Philippines, and in the year to the third quarter in Hong Kong. 
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FINANCIAL MARKETS Stocks in emerging markets rebounded as investor confidence re- _ 
covered. South-East Asian bourses showed the strongest gains, with Malaysia rising by more | 
than 20%, and Hong Kong, the Philippines, Singapore and Thailand by over 10% in the week _ 
to February 4th. Russia’s stockmarket stabilised after recent heavy losses. 



























































| Currency units Interest rates Stockmarkets % change on č —/ | 
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Sources: National statistics offices, central banks and stock exchanges; Datastream/IC V, Reuters, SBC Warburg, JP. Morgan, Hong Kong Monetary 
Authority, Centre for Monitonng Indian Economy; Bank Negara Indonesia; Malayan Banking: Philippines National Economic and Development Authonty 
Hoare Govett Asia; FIEL, Baring Securibes, Mernil Lynch; Bank Leumi Le-Israel; Standard Bank Group, Akbank, Bank Ekspres, Deutsche Bank; Russian 
Economic Trends, Moscow Times/Skate Press 
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The 100th modern NKL-Lottery: 


Nearly 400 years now, the NKL (Nordwestdeutsche Klassenlotterie} has been 
awarding MILLIONS OF DEUTSCH MARKS to people all over the world. 
Now the 10 German States celebrate the 100th anniversary lottery: 
There will be a firework of prizes in the million range! This is your chance! Take 
advantage of the Sedu payout of DM 34 Anniversary Millions! 


WINNING-CHANCES are guaranteed: 


With the limited number of tickets (1,500,000) nearly every second ticket 
will win! But still you can improve your chances with the Combi-Strategy: 
With a 7/4-Combi the odds increase up to 99%! 


Choose your Jackpot-size: With the ticket-share you choose na size 
of the prizes which are assigned in the Official g p 
Winning Plan to the daily drawings! The absolute 
Top- ame will be DM 10 Million! Altogether 
there are 159 prizes in the million range!  £ 


Playing NKL-loHery is very easy: 


With your ticket- or Combi-subscription for the NKL you will receive your 
official NKL-Tickets which take part in the daily drawings for allmost 
6 months: The 100th NKL starts on Mar. 27, '98 and ends on Sep. 19, '98 with 
the NKL-Super-Chance of 50 x DM 1 Million on a single day! 
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March 27, 1998. Should you order later, enclose draft with your order. We wish you good luck! 
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| L.-A. WESSEL, P.O.BOX 50 16 40, 
D - 22716 HAMBURG, GERMANY 





How your prize is paid out: 


You'll receive a written winning notification immediately. All prizes 
are free of German tax and are paid out in full directly to you anywhere 
in the world. Everything is kept strictly confidential by Wessel. 





Wessel provides worldwide service: 


Wessel has been providing lottery-services as @ state accredited lottery - 
agency on behalf of ten German states since 1893! 

All of our customers become a member of the Wessel Gold-Club. You can 
collect bonus-points while playing the NKL-lottery and exchange them 
later for high quality premium offers. There are no extra club charges! 

To order your ticket-combi for the 100th anniversary lottery, 
please fill in the attached coupon now and return it to us. You will receive 
your personal Document-Folder with the original tickets, the Official 
Winning Plan, your club card and our club-brochure immedi ately! 
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STATE ACCREDITED LOTTERY AGENCY 








e-mail: service 





L.-A. Wessel, P.O.Box 501640 
D-22716 HAMBURG, GERMANY 
Phone: ++49-40-398661-23 
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(Only ay or one fime payment plus 5% handling fees} 
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Credit Suisse Financial Products specialise 
exclusively in risk management products 
and services. 

Like all true specialists, because that's all 
we do, we do it best. 


CREDIT | Financial Products 
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Additives 
Consumer Care 


Performance 
Polymers — 


Pigments 


Textile Dyes 


Ciba Specialty Chemicals 








$ . As. a world leader in textile dyes we 


-—. transform chemical substances in 


^. thousands of applications worldwide. 


We specialise in bringing colour to 
natural and synthetic fabrics from the 
catwalk to the home. And we work 
with the biggest names in fashion 

and furnishings. We're the largest 
manufacturer of dyes for cellulosic 
fibres. Through such innovations, 
Ciba Specialty Chemicals is already 
generating sales in 117 global markets. 
Yet it also has the flexibility to react 


instantly to changing customer needs. 








iba Specialty Chemicals is rising to the challenge. 


As a company constantly 
transforming ourselves and our 
portfolio of products, we deliver 
the brightest solutions to every 
fresh challenge. We’re investing 
more and more in research and 
development so expect to see new 
heights of chemical innovation 
wherever you see the sign of the 
butterfly. Meanwhile for more 
information on Ciba Specialty 
Chemicals, fax +41 61 636 3019 
or visit our Website at 


http://www.cibasc.com 
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You may know “Fastnet” from “Danger Point”, 
but do you know Red Chips from Blue Chips? 


The language of wealth management can be foggy, making it families to ensure a safe haven for the assets of both present and 
difficult to shed light on opportunities at home and abroad. future generations. Financial strength, global investment expertise 
Fortunately, at UBS Private Banking, it’s a language we under- based on profound research, personal service, the confidentiality 
stand. Having offered discretionary and advisory investment and discretion of a Swiss bank: all reasons that mean you can sail 
services for many years, we work closely with our clients and their on a course to long-term prosperity with UBS Private Banking. 


UBS Private Banking UBS 


Union Bank of Switzerland 


Zurich (01) 234 44 55, Geneva (022) 388 66 66, London (0171) 901 16 61, Luxembourg (352) 45 12 12 233, New York (212) 649 10 75, 
Hong Kong (852) 2846 1286, Singapore (65) 838 2888. UBS Private Banking is a division of Union Bank of Switzerland, which is regulated in the UK by IMRO 


WWW ubs com 
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On the road 


Sig—In "Driving Britain off the 


roads” (January 24th) you quote- 
a British Road Federation study — 
as saying, “Even ifannual spend- 


ing on roads were increased by 
more than 50%, congestion 


would still get worse.” This was - 
only one of the outcomes of a 


complex modelling exercise that 


was designed to investigate the 
impact of speeding up the 


planned. road programme; 


rather than catering for unfet- 
tered demand. The study high- 


lighted a number of important 


policy issues which are worth | 


repeating. - 

"Contrary to popular belief it 
` was found that varying spending 
-on the road network had little 


- impact on the volume of traffic. 


A doubling or halving of road 


spending resulted in a differ- 
ence of plus or minus 1% on 


total traffic volume. 


To stop congestion worsening 


using restrictive methods would 
require measures equivalent to 

. raising the price of petrol to £15 a 
> -gallon at 1993 prices by the year 
.. 2010. In addition, the study con- 
firmed that road spending deliv- 


. ers substantial economic bene- 


fits and helps to reduce the 
number of road accidents. 


Transport policy has changed 


since the report was prepared, 


= of road use has risen faster than 


. predicted. Traffic continues to - 
. “grow at around 2-3% a year, and 
a congestion is creating severe - 


; economic and environmental 
- „problems. 


| tansport a . a uct E 
els of investmen all modes of 
RE | 


investment 
tained, 





meant that roads and road poli- 


to play i inour quality. oflife. _ 
| PAUL EVERITT 


London ‘British Road Federation 
Heec cec ti s M — o 


‘Fading Fidel - 


StR—The Economist supports lift- 


ing the admittedly blunt Ameri- 


. can embargo on Cuba (January 


17th). Yet your only arguments are 
that it provides Fidel Castro with 
an excuse for the country's failed 
economy. He would find another 
excuse. Investments and credits 
would follow, and he would be 
propped up, or have his legacy 
perpetuated, by failed socialist 
cronies. How many years before 
the final collapse (at which time 


foreign banks and investors will 
-- be bailed out, at the cost of the 
spending on roads has been sig- | 
nificantly reduced and the cost. 


lender countries’ taxpayers)? 
Second, you argue that hordes 

of happy tourists would infect 

Cubans with liberty and enter- 


prise. They are already infected: 
look back at the country’s pro- 


gressing economy before Castro. 


At present, beaches, restaurants 





P 


| ye -abdfiotellabhies are off-limits to 
. Cubans; mingling is mostly con- 





T: un 839 2968 


fined to jineteras. 


Third, you repeat the old | 


canard that the embargo pre- 
vents food and medicine from 
reaching Cubans. Castro can 


mi ade with the whole world, but 
^ his ruined economy and lack of 
t: ess a credible currency hinder this. 

part of transport policy Iti is i t Bx. LIE 
to recognise that roads alone -Nei 
cannot solve our transport prob- `- 
_ lems. Equally, it would be a grave. ^ — 
mistake to believe that this Sn 
2 deep y concerned by the devasta- 
cy do not have an important role | 


BERNABE LORET 
DE MOLA 


| Cuban Ana lam 


tion in Cuba, which I have wit- 


. nessed first hand. Although the 
 embargois not the sole cause, it is 
a convenient excuse for Castro. 
Some of us in exile wish for a dia- 


logue with Cuba. The alternatives 
are a blood bath or a swing to yet 
another dictatorship. 

New York 


Sir—You say that Cuba is “the 
cold war's. last redoubt" ("The 
fading of Fidel", January 17th). 
You wish to pique Kim Jong Il? 

Seoul PATRICK BUSH 


DEO OUR DUPEEDEI AEE CENE NINE UNE ETRE E 


Asian advocate 


Sir—I could not agree more with 
Christopher Lingles assertion 
(Letters, January 31st) that the 
main cause of the East Asian cri- 
sis is poor governance. But he 
goes on to say that these 
economies practise "Confucian 
corporatism". Just what is Confu- 
cian corporatism? Confucius 


was a philosopher preaching 


good commonsense values for 


Asians to follow. He was not an. 


economist and probably wanted 
to have nothing to do with it. Mr 
Lingle then goes on to say that 
there is a lack of transparency 
and that. corruption is endemic 


E-MAIL 


ing hard, saving money for a 


MARISSA CHIBAS . 


: le ttets&economi st.com 


Indonesia. Since when did work-- 





rainy day, not living on welfare, 
sticking by one's family and edu- 
cating oneself become so 
"wrong"? Look at Taiwan, Singa- 
pore, South Korea, China, Japan 
and Hong Kong. In terms of 
mathematics and science scores 
for school-leavers, these coun- 
tries rank among the highest in 
the world. 

Finally, let me remind Mr Lin- 
gle and other condescending 
Americans that America’s trade 
with Asia-Pacific is larger than its 
trade with Europe. As Alan 
Greenspan, chairman of the Fed- 
eral Reserve, remarked, “We have 
only felt the peripheral winds of 
the Asian crisis.” 

Leeds DANNY CHOW 
Sosa i escheat a | 


No shelter 


 SiR—Your article on the new 


"megacity" of Toronto (January 
3rd) contains a revealing combi- 
nation of sentences. You write: 
"The number of homeless people 
sleeping in night shelters may 
have soared above 5,000 in the 
past year, but the building indus- 


try is hard at work. The Raptors 


basketball team is putting up a 
new downtown arena, the Maple 
Leafs ice hockey team another." 
Thus the free market responds 
to urgent social problems. The 
homeless have no way of turning 
their need for housing into 
"effective demand" backed up by 


money. Although some will find 


space in shelters, others will 
freeze to death. Meanwhile, pri- 
vate enterprise will bring the city 


not just one but two superfluous 


new sports palaces. 
Toronto ANDERS HAYDEN 


Sinful 


Please enter a subscription for 1 year 

C Lenclose payment of `- dee dan 
(payable to The Economist. Newspaper Ltd) 
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god See SE Malaysia RM204 (Thailand US$101- 

|. ClOther Asia/Pacific US$165 
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in Asia. 

Before he makes such general- 
isations about all Asians, he 
should look at each country, as 
they vary enormously. Lumping 
more than two-thirds of the 


SiR—In your obituary of Ralph 
Smith (January 31st), the famous 
. "Peccavi" pun was attributed to 
Charles Napier. It was, in fact, 
made by Punch. In private, how- 
ever, Napier did recognise that 





world population together is 


no Hr E Une. e s 4 shallow. And western govern- his action in 1843 involved an ele- 
e tconomist binders 
US$62 per set of 4 ments are not. particularly spot- ment of sin. He wrote in his 
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less, either, when it comes to eco- 
nomic mismanagement. 

` There is nothing wrong with 
the “fundamentals”. The prob- 


diary: "We have no right to seize . 
Sind, yet we shall doso, and a very 
advantageous, useful, humane 


piece of rascality it will be" 
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z ne regulatory authority for the UK 
P financial services industry, the | 
|.— FSA's influence will ultimately . s 
extend to cover more than 
5% of | the national. economy. 
Across: banking, securities 

and investments, building 
‘societies, insurance, friendly - | 
-societies and credit unions - in | 
: total, around 4,000 financial 
services companies. | 


. The logistics of this goal - 
merging 9 separate. regulatory 
bodies, and relocating some _ 
2,000. people to Canary Wharf 
this year - have an economic 
counterpart in the challenge 
of creating far-sighted strategies 

which will meet the demands 

‘of forthcoming. legislation. 
Within our Central Policy 


each offer the opportunity - 
to play a critical role in their 
development. 





^ 
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‘opportu nities in UK financi 


das the new integrated : 


Your role will demand a proven ‘track record of relevant research. 


Division, the following positions 






services regulatio: 





Senior Economist’ Financial 
Regulation 


You will be responsible for instigating and commissioning high 
quality research which will have a direct bearing on policy — 






. decisions, while also assessing the implications of new products, GUEPUT 





developments and regulation, and construct ing frameworks for s 
cost-benefit analysis. This will involve extensive contact with = 
academics and related external. bodies, as well as with local units - 
within the FSA. 































achievement, preferably covering the economics of financial | 
regulation and cost benefit analysis. An experienced n 
and skilled communicator, you should above all possess the abil 
to highlight the essence of complex information for policy pupos | 

Ref: SenEco.01 Le 





Senior Economist - =- 
UK Economic Analysis 


Heading up a four-strong team, you will be involved in gauging the. Eo 
implications of macroeconomic trends and prospects for the UK 
financial services industry. Your brief will extend across demographic. : 
and sectoral considerations, and encompass. specific developments 
such as margins, profitability and competitive pressures. This wilt — 
entail both internal and external liaison direc EM | 
and presenting findings to relevant. departments. 


Highly experienced in macroeconomics and vun. some experience = ^ 
of forecasting, you should combine a sure grasp. of long term d 
scenarios with sound judgement. of wider developments and their — 
impact. In generating dialogue across the FSA, strong presentation d 
skills are essential. Ref: SenEco.02 - | dt bert 


Full and Part-Time Team Members 


Our objectives also require | the support of a small team of full and. 
part-time economic experts, whose contribution will be key to 
policy-shaping and development. We're interested in individuals 
from either an academic or financial. services background, whose 
regulatory knowledge, intellect and industry perception would be 
of immense value. These contracts are upwards of one day a week. 


In keeping with the responsibilities involved, all positions offer 
salaries, benefits packages and career prospects which will fully 
reflect your experience, skills and professional status. Ref: Eco.03 









Please send your CV and details of you current package, 
quoting the appropriate reference, to The Human Resources 
Division, FSA, Ground Floor, Cavrelle House, 2-14 Bunhill Row, 
London ECTY 8RA. 


Closing date: Tuesday 24th February 1998. 














- An International Financial Institution dtivolyed in international banking and rum 
promotion of trade requires the services of suitably. qualified and experienced - 
personnel to fill exciting and: hight challenging senior peru ponds as 
follows: 





| Held; oa’ Secretariat E 


i. 

2. Head, Credit Analysis | 
3. Chief Officer (Legal) 
4. . Economic Analyst | 
5. "Credit Insurance Officer - 
6. Marketing Officer 

7, 


— Personnel Officer 
Qualifications: 


Entry into the organization's senior professional class requires that appointees 
hold superior first degrees (that i is not below a second class lower honours degree) 
from a leading University ín either Economics, Finance, Accountancy, Insurance, 
Law, Computer Science, Business Administration or other cognate ‘disciplines. 
Appointees must also hold higher degrees (Masters or doctorates) in any of these 
fields. Equivalents of these in professional fields are acceptable. An appointee 
must be fluent in English or Freach with a working knowledge of the other. 
Knowledge of Arabic and/or Portuguese will be a definite advantage: 


Experience: 


Position 1, Wide administrative: and organizational experience in covering high 

. level meeting in multilingual and multicultural settings. Appropriate post . 

; qualification experience of no less than 15 years in the financial indumry or arm of 
Gove emmen is essential, | | 






; Position 2. Wide and diversified experience in the ev alusión. analysis, and 
review of credit proposals involving short and medium term transactions. 
Experience i in the use of verified credit instruments and techniques is: essential. An 
active working experience in a leading entity i in 1 the financial ii for no less 
than 15 years is also essential. a 


Position 3. A professional legal qualification as M as skills in T 4 a variety 
of agreements covering credit transactions in different jurisdictions. Appropriate 
| post qualification experience of no less than 10 years in the financial industry is 


" essential. 


q Position 4. Experience | in economic research and analysis using a broad range-of 
tools and techniques. Ability to prepare clear, concise, technical reports and papers 


= P targeted at mixed audiences and: capacity to-work within strict deadlines. The | 


appointee must have worked i ina financial institution for at least 8 years, ET 
qualification. : 


Position 5. Appointee must have worked in a jeidingd insurance organization with 
full understanding of insurance products, including credit insurance products and 
their design. Possession of professional qualifications, such as ACH, anda 
minimum of 8 working years a Substesnop experience on credit i insurance is 


| essential. 


: < Position 6. Broad experience in "itermational banking tools, products, techniques, 


| 5 and services. F amiliarity with key | participants in Europe, N: America and. 


A Emerging Markets. Capacity to make cogent presentation of services to high level 
r personnel, experts and clients. The appointee must have worked at. a senior level 
d. in a leading entity in the financial industry for at léast 8 years. 


Position 7. Broad: experience in. per sonnel matters in a mixed cultural ur 
linguistic setting for at least 8 years post qualification. Specific experience should 
cover recruitment, personnel management, compensation issues &- management 
_ and pension issues & management for variety of cadres of personnel - professional 
and general service category. 


Posting: 


p Considering that the Organization has African jperahote and activities elsewhere, 
]| appointees: should be aod fo. wark i ina wide e range of locations in and outside 
Africas c 








| Remuneration: 





Thea bove: vositions attract excellent tax free remuneration dud other incentives 
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SENIOR CI CREDIT OFFICER - 
` EMERGING MARKET OPPORTUNITY 





The. AibA nenn Enterprise Fund is seeking a hands-on style, 
action-oriented individual to be the Senior Credit Officer at a new 
commercial bank that will be established by the Fund in Tirana, Albania. 

" Reporting directly to the Chief Executive Officer, this Executive will be 
responsible to organize all the Credit aspects of the bank: 


* Preparation of the Credit Policy Guide 
Introduction of the credit administration procedures 
Interact on the review of priority industrial sectors 


..* Interact on the review of key clients 


. Review of product offerings 


4 ] * After start-up the role will be to manage all aspects of credit policy, 


credit approval and administration. 


* A key function of this position will be to train the client executive team 
in lending techniques, to follow on from credit training they will be 
, receiving from a leading US International Bank. 


The Bank will emphasise international trade and payment services to the 
corporate and institutional markets and will have an active Treasury 
Department. 


The person appointed to fill this challenging and rewarding role should 
have a strong mix of the following experience and characteristics:. f 


. Credit Officer for a significant period of years at an international 1l 
financial institution | 

* Team builder and coach 

* Self-starter 

* An ability to operate within an environment of limited resources 

* Lived and worked in an emerging and/or a developing market 


The Albanian-American Enterprise Fund is a private investment fund 
established by the US Government to promote private sector 
development in Albania. - 


Please send CVs to The Albanian-American Enterprise Fund, 
14 East 60" Street, Suite 407, New York, NY 10022 





oo PROJECT DIRECTOR 
THE INFORMATION REVOLUTION 


The Carnegie Endowment for International Peace, a leading think tank 
in Washington, D.C., seeks an individual to launch a research project 
on the information revolution and its impact on International affairs. 
The project will be a part of the Endowment’s Global Policy Program 
which examines international policy challenges created by 
globalization. 


The project will explore the political, social, and economic implications 
of new information and communications technologies, particularly 


relating to issues such as the changing role of the state, the emergence 


of international. civil society, new security threats, and. the changing 
global distribution of power and wealth. The project will not focus on 
the media, nor on technological, regulatory or military aspects of the 
information industry. 


Candidates of differing levels of seniority will be considered. 
Candidates should demonstrate significant research and writing 
capabilities, a clear interest in policy-relevant work, and the ability to 
provide innovative, enterprising leadership for a significant new 
research project in this fast-moving field. 


Salary based on experience; generous benefits. Equal opportunity 
employer. To apply, please send letter of interest and CV to: 


Carnegie Endowment for International Bis 
. Attn: Thomas Carothers, Director. of Research 
; Ave. 







` Washington, D.C. 2 
Fax: 202-48: -446 
E-mail: tcarothers@ceip.ot 'g/Wek 























€ rief Finance Officer 


The Common Fund or Commodities, an international financial institution located in Amsterd nj 
| | 106 Me tates, offers the position of Chief Finance Officer. The incumbent will, with | |. 
- direct referenc the M fanaging Director, be responsible for the handling and investment of the T: 
Fund's resources in accordance with financial regulations. | | PN ue 





4 Requirements: Advanced University. degree in finance/economics or n w with a 

| least 15 years managerial experience in international banking and investment including portfolio | 
.| management, bond dealing and capital borrowing/project lending.. Fluency in English. Working |. 
7 knowledge of other United Nations languages i is an advantage. | | 


: : ‘Salary and benefits: A competitive tax- free salary and other benefits including E cost-of- D * 
-| living adjustment, provident fund, insurance contributions, home leave, dependency allowance and | he | 
- ;apeaMon. grant. | "tul 











tions. in English inchadíhig detailed. curriculum vitae and references peer be received s not 
ian 12 March 1998 addressed to: | | zc 


The Administrative Officer 
Common Fund for Commodities 
P.O. Box 74656 
1070 BR Amsterdam 
The Netherlands 


Help create the fastest-growing online service in India. 


Honored by FORTU INE magazine as one the —: companies to work for, and more recently highlighted ` 
by HotWired as a "Dreamjob" company, Juno Online Services is the nation’s second-largest « e-mail es | 
supplying more than 3.5 million members with free e-mail since our launch i in late PE 1996. | 

















We are putes looking fora senior-level systems manager to play a vital E ia our upcoming indi office. - 
The ideal candidate should 





This is a technical lead and management position situated in Hyderabad, India.” 
be intimately familiar with SunOS and Solaris. Previ ious experience in designing and administering large 
networks is expected. Significant experience with Window NT and Sybase i is also desired. S/he should also 
have experience with router and firewall configuration (BGP, RIP, OSPF) and be able to use the following 
scripting languages: Tel, Perl, Sh and Awk. Also important is experience with Internet mail standards 
(RFC821, RFC822, RFC1425-28, RFC 1123, RFC1341). Although the work is primarily technical in nature, 
the ideal candidate will have exceptional interpersonal skills and be an effective people manager. 


E-mail your resumé to: expat recruit.juno.com or visit our Web site at http://www. juno.com. 
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United Nations system, providing project management arid implementation services 
throughout the developing world. et b un 


UNOPS is interested in receiving applications from qualified individuals for several 
positions, for the project Regional Support Facility and Sub-Regional Assistance for 
Development of an Effective Response to the HIV Epidemic in South East Asia and 
China. i 


The objective of this Project is to increase the depth of awareness and understanding of 
the development causes and consequences of the HIV epidemic, and to enhance the 
sub-region’s capacity to respond effectively, especially through innovative policy and 
programme development. The sub-regional HIV/AIDS programme constitutes an 
integrated approach that addresses, as a high priority, the concerns of the people and 
Governments of the region and sub-region. It will integrate issues such as poverty, 
governance and gender, and will be consistent with the overall Sustainable Human — 
Development (SHD) approach being supported by UNDP in the Asia and Pacific region. 
Through a regional facility, the project will support applied research into innovative 
approaches to understanding the development implications of the epidemic and the 
development of effective national responses. The project objective is also to develop 
partnerships with governments, civil society, bilateral donors, UNAIDS, UN Agencies 


and, te provide policy and programme options for an improved response to governments, - 


civil society and the private sector. 

| The following positions are available, for a duration of one year, with possibility of 

extension for an additional two year period. 

1. Regional Facilities Coordinator. Duty station: Bangkok/Thailand. 

.2. South East Asia Sub-Regional Project Manager. Duty station: 
Bangkok/Thailand. 

3. South Asia Sub-Regional Proiect Manager. Duty station: New Delhi/India. 


E i Responsibilities of the Regional Facilities Coordinator (RFC) 
In close cooperation with, and under the guidance of the UNDP Resident Representative, 
acting as the Principal Project Resident Representative (PPRR), the RFC will: 


* Facilitate the administrative, financial, logistical and other support functions of the 
Sub-Regional Project Managers within the Asia and Pacific Region. (S)he will follow 
standard UNOPS policies and procedures. 

* Interact, collaborate and cooperate with the Sub-Regional Project Managers of any 
other sub-regional projects, as they may be appointed, with the goal of ensuring that a 
cohesive, coherent and effective programme of advice and assistance is provided to ali 
countries of the region 

* Maintain contact with UNOPS headquarters' support team and with other units of the 
Regional Bureau for Asia and the Pacific, for guidance on UNDP's policies on HIV 
and development. 


| Responsibilities of the South East Asia Sub-Regional Project Manager (SRPM) 
Responsibilities of the South Asia Sub-Regional Project Manager (SRPM) 

.In consultation with the PPRR and other relevant partners in the participating countries, 

| the SRPM will: 

—* Develop and implement strategies to obtain the project's objectives. 

.* < Facilitate the identification of national Technical Support Groups (T SG). Prepare and 

. Organize meetings of the TSG; review objectives; identify and confirm key 

institutions which will lead the country's participation in the intercountry work 

Dro daitiate and maintain process of building understanding and awareness of the 

.]. development implications of the epidemic; explore capacity building: develop a media 
outreach and resource mobilization strategy. | 

fe Develop and maintain a data base of individuals/institutions/organizations involved in 
.. various development related activities concerning effective responses to the HIV 

'. epidemic in the region. Cooperate with other organizations of the UN system, in 

.. particular UNAIDS and its co-sponsors, in activities to promote effective. 
 -.ollaboration, cooperation and mutual support. 

.* Interact, collaborate and cooperate with the RFC and the appropriate managers/staff 

of other sub-regional projects, as they may be appointed. 


. Qualifications for all positions 

Postgraduate degree related to development, preferably in one of the social sciences/law. 

At least 10 years professional experience in international development cooperation. 

Understanding of multi-dimensiona! development issues. Substantive knowledge of 

Current development issues and practices and the evolving debate on SHD. Familiarity 
with the development implications of the HIV epidemic. Demonstrated ability to develop 
.[ 8nd maintain networking and collaborative arrangements with a wide range of partners, 

"including governments and private sector, NGOs, UN system, academia, donor agencies, 

media, etc. Demonstrated qualities in managerial leadership, communications, 


computer programmes, Excellent English (written and verbal). Knowledge of Asian 
| language(s) and experience with the United Nations system desirable. . 
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_ UNITED NATIONS OFFICE | 
FOR PROJECT SERVICES = 


The United Nations Office for Proiect Services (UNOPS) isa self financing entity ofthe — 







| reviews of, and provide support to, IFAD's operations and coordinate its 


organization, training; facilitating, resource mobilization. Knowledge of project and office | 





g INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT | 


im Via del Serafico 107, 00142 Rome, Italy Fax No. 39 6 5043463 | 
internet: www.ifad.org E-Mail: echeng@ifad.org 















_ Applications from women candidates are particularly encouraged 
TECHNICAL ADVISER (ENVIRONMENT) P5 


DUTIES and RESPONSIBILITIES — Asinstitutional focal point for environmental 
issues, the incumbent will: e manage, facilitate and participate in IFAD’s 
formal environmental assessment process; e provide policy and strategic 
| support, including that related to international environmental conventions, 

-in particular the Convention to Combat Desertification; e perform technical 










| environmental initiatives, such as the pipeline of Global Environmental 
Facility projects and related financial grants, thematic natural resources 
management studies and staff training in natural resources management; 
e provide coaching and counseling to staff. 


| QUALIFICATIONS and EXPERIENCE Academic credentials at postgraduate 
level in environmental/resource economics, natural resources management 
and/or environmental sciences. Ten to fifteen years' experience in 
environmental and natural resources management in agricultural/rural 
development sectors, mainly in a multilateral financial institution. Familiarity 
with environmental assessment methodology and practice, appreciation of 
| international environmental conventions and instruments. Strong written 
and verbal! communication skills and ability to work under pressure and to 
take initiative and responsibility with minimum supervision. Fiuent English 
and a strong working knowledge of Arabic, French or Spanish. 


GROSS SALARY RANGE from USD82,758 to USD104,237 per annum plus 
post adjustment. 


Please send two copies of detailed curriculum vitae in English to 
Personnel Division. 

DEADLINE FOR APPLICATION: 13^ March 1998 

ONLY SHORTLISTED CANDIDATES WILL RECEIVE AN ACKNOWLEDGEMENT 




















NB Ge af Ph AIA TYO ¥ Se UVa ar SATO TATE OO 
UNITED NATIONS Xd NATIONS UNIES 


EON 





Senior investment Officer (P-5), Investment Management Service 
United Nations Joint Staff Pension Fund (UNJSPF) 
New York 

The United Nations Joint Staff Pension Fund (UNJSPF) is seeking to 

recruit a Senior Investment Officer (P-5) for the Investment Management 
Service. The incumbent assists the Chief of the Investment Management 
Service in establishing investment policy and strategy for investments of 
the United Nations Joint Staff Pension Fund. He/she prepares specific 
recommendations for the purchase or sale of securities on a daily basis. 
The incumbent also assists in the supervision of the work and other ser- 
vices provided by investment advisers and conducts research on 
| economies of various countries and participates in various seminars and 
conferences on investments. He/she meets periodically with top manage- 
ment of companies of interest to the Fund. 

Qualifications: Advanced University degree in Economics, finance or 
related fieid. Approximately 13 to 17 years of professional experience at 
senior level in international portfolio management, money management, 
finance and banking (particularly European equities and emerging markets 
equities). Demonstrated ability to work with minimum supervision. 
Languages: Fluency in English required. Working knowledge of French, 
German, Japanese or Spanish desirable. 

Preference will be given to equally qualified women candidates. 


|6 weeks’ annual vacation, etc. 
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seeing ;fifancial ikea arising pon. IFC’ S 
ry and portfolio activities - including the 
mulation of market and credit risk policies, the 
. modeling and measurement of market and credit 
risks, the review of risk measurement 

| methodologies, the monitoring of compliance 
with policies and procedures, and the 
implementation of new technology and systems 
for risk control. 





















|. Candidates must have a strong background in 
|] mathematical finance at an MBA or Ph.D. level, 
[| with a knowledge of economics and statistics. 
-f| Candidates must be resourceful, computer literate, 
_ |] self-starters, with demonstrated writing and oral 

~ |} communication skills. Prior experience in financial 
.. || risk management or in the trading or valuation of 
mi Dance Eum and derivatives would be an 





“IFC offers challenging opportunities at its 
Headquarters in Washington, DC. Salary and. 
benefits are internationally competitive. Interested 
candidates should send a detailed resume, by 
March 6, 1998, to: 


IFC Recruitment 
RISK98 
2121 Pennsylvania or NW 
Room 11K-294 
|. Washington, DC 20433 
No phone calls or faxes, please. 

















you to grow your career in ways you may never have pc ff you want your career < | 


R International Finance 


STATE STREET ON GROWTH ] > 






many proactive practices we “ake at State Street that gives us the ee q kading B 


LE BY 2030. 


financial servicer. Our own double-digit growth is a reflection of our success in he r pt : 


JUL AL | DN sf T YOU BELONG — 








Ryo d. 





growth to multiply, give the opportunities at yt State Street y your r undivided attentio ios 







Financial Market Economists | 
ene eee eee HR S 


With more than $3.9 trillion under custody and 
$390 billionfunder management, State Street 
Corporation is uniquely placed to analyze the 
inter-relationship between asset markets and 

currencies, and provide: fresh insights on the 
forces fashioning financial market price action. 
As part of State Street's commitment to help. 
our customers capitalize on fundamental trends . 
that are shaping today's global | markets, the | 
bank is looking to further augment our —— 
Research capability, by recruiting outstanding 
Economists for our Boston, London and euis | 
Kong operations. 



















Successful candidates are all likely t to have | m 
strong academic recorés including a poste - 
graduate degree in Economics and extensive : 
experience analyzing the inter-related fores ^ — 
driving international capital flows. Experience oue 
analyzing one or more of foreign exchange, — 
debt or equity markets is essential and both | 
OECD and emerging market specialists are. 
sought. Ail senior cand: idates should be used 

to writing reports on a daily basis-and are 
expected to be able to translate their economic 
analysis into relevant quoe fer our suas is- 
ticated client base: | 

Code: EFME 


employment hotline 
1-888-261-J0B5 


At State Street, we add: alot to opportunity 
We offer competitive salaries, generous bene- 
fits and a work/family balance that provides 
day care referrals, flexible scheduling and 
emergency back-up child care. For immediate 
consideration, or to hald your resume on file for 
future available positions, please respond via 
any of the methods above, and be sure to 
include the relevant job code. We are an 
equal opportunity employer growing from 

the strength of diversity M/F/D/V. | 


(617) 661-6451 


Global Treasury X 
State Street Corporation Eoo. 
Staffing Services-M12 
225 Franklin Street. — ^. 
Boston, MA 02110 «.— 


Serving institutionat.in estore Wi 








: “International Consultants ; 








INTERNATIONAL PROJECTS 


to be involved inthe: realisation of projects for the European | 
Union, the World Bank and Regional Development Banks. E 


— POI OS CREE —- 


| Sectors - 



























| Applicants will have at least five years experience in one | 
orm 





d trips at toad: 










: “Previous experience of projects financed bs the Eun : 
1 Commission and/or the World Bank will be an advantage. 


E Applicants are invited to send a detailed CV in English to the 
| E.E.L -European Expert Institute, Square Vergote, 39, 
SB 1030 b eiui IRE eurobcO club.innet. be. 



















Lo dum ldri c i p WIPE S ore or cs rra IS 
d agriculture, textiles, clothing, | training, human resources, quality, | E 
d leather, agro-foods, MSN privatisation, restructuring, |: 

| mechanics and chemical | eorpore finance; market a | 

| | marketing and exporiton — ll 
B banking, energy, transport, | technical assistance, "- and tax J. 
`|] health, national authorities, Joca] | advice, organisation, training, |. 
j| authorities and tourism | structural rate sectoral} i 









| 'of the above mentioned sectors, and will be able to. : | 
: speak ; and write English and/or Spanish to a high standard. 4 
Applicants must also be available for short ang lon ger term | 
















; ICON- INSTITUT GmbH is a leading consulting company ‘bade 
| Cologne, Germany, specialised in Private Sector Development, Human” 
. Resources Development and Public Sector Development. Our projects, | 
financed by international development organisations, are carried out in. 
developing and transition: economies. 
| operations, 


years of 


experience, regional experience and corresponding language skills: for 
short and long term assignments in the following areas: 


L Private Siit Development 


. SME Development 
. Investment Promotion 


x SME and Micro Lending 


| Human Resources Development 
|. 


.* Vocational Education and Training (VET) 


Education Systems - 


Public Sector Development 
Labour Market Policy / Employment Services 


. * Social Policy / Social Protection 
. 


Statistics 


: perisi candidates should send CVs aid references, 
. appropriate ref. no., by fax, e-mail or on disk (Winword 6.0) to: 


Industrial and Trade Development 
- Restructuring and Privatisation 


Public Administration / Civil Service 


Reference 

ICON/98/PS-] 
ICON/98/PS-2 
ICON/98/PS-3 
ICON/98/PS-4 
ICON/98/PS-5 







ICON/98/HR-1 
ICON/98/HR-2 


ICON/98/PD-1 

. ICON/98/PD-2 © 
ICON/98/PD-3 
ICON/98/PD-4 


quoting 


ICON-INSTITUT GmbH . attn. Mr. William Townsend 
» Von-Groote-Str. 28, D-50968 Köln (Germany) « fax: 49-221-937435 
» tel: 49-221-937430 « e-mail: william.townsend@icon-institut.de 

e http://www icon-institut.de 









|. THEU.SAGENCYFOR  — 
. INTERNATIONAL DEVELOPMENT (USAID) 
in Zambia 
is acc eptiag applications, for the position of 


_ BASIC EDUC ATION ADVISOR 












for USAID doen. C. Advise on ol Evae the Need for er Studies and 
Consultancies; D. Provide: Technical Advice to USAID/Zambia; the Government: of 
Zambia, as well às to Zambian Private. Voluntary and. Community-based: Organizations 
“on the Reorganization and Reorientation of Basic. Education; E. identify and Propose 
"E. Solutions to. Problems in Program: Implementation, Monitoring and Evaluation, as they 

«arise, and E Assist with Day-to Day Tapira ennon and Administration of the Mission's | 
Basic Education Activities. : 


‘QUALIFICATIONS | 
degree in Educational Administration, Management - or Pima of 
ted field. Significant experience in developing education activities in 
erably in Africa, as a Senior Advisor, Administrator, or long-term 
i with USAID doeurentation and Pipe pre: will 
or. factor: Exce 































1 TS ibmit applications, complete with at least three 
tress below by March 1, 1998 on Standard form 171, or 
iT (ed applications acceptable): 


| Internat I: Executive Officer, 
. USAID/Zambia  . 
.351 Independence Avenue 
ES : P.O. Box 32481 

e 20521-2310 . | 5 E Lusaka, Zambia. 
Telecommunications: (Fax) (260-1 H yasa. 3327 : (Phone) (260-1 5) 25430305. 
**Only short-listed candidates will be contacted** " 



























Privatization Committee 
Water and Electricity Sector 


‘Abu Dhabi 


shea aia Leap Lied 7 


The Emirate of Abu Ohabi has. embarked on a privatisation programme for its Water and 
Electricity sector. This includes the introduction of independent Water & Power Producers 
(IWPPs) and the corporatisation and privatisation of the present Water and Electricity 
Department (WED). The WED manages. 3000MW and: 200. MIGD of capacity. 

The Regulation and Supervision Bureau for the Water and. Electricity Sector is fo have 


responsibility for the economic and technical regulation of the sector following restructuring | 


and privitisation. The Bureau requires two key individuals to assist in the development of 
the regulatory regime and its subsequent implementation. 


An experienced economist is required to 


carty out the key economic regulatory tasks, 
including price control, setting tariffs and 
developing the regulatory accounting regime. 
Overseeing the work of the business analyst, 
the. Regulatory Economist will develop 
approaches to pricing and tariffs appropriate 
to the Abu Dhabi industry and will manage 
consultants assessing the efficiency of the 
new businesses. in the longer term, the 
Regulatory Economist will become the 
Senior economist within the Bureau. 

Required experience and skills. 

Candidates will have a good honours degree 
in economics which may be supplemented 
by a post-graduate qualification. Candidates 
will have acquired experience of utility 
regulation, ín particular of price controt and 
tariff setting and preferably in the power or 
water sectors, in a regulated company, 


-consultancy or yeaa office. 


T “Remuneration: 2x ir e Ü 
| Abu Dhabi is a highly atinctive donation for expatriates. Sube iot aui voulu. will: tie negili: gd 


Reporting to the Regulatory Economist; the- 

|. Business Analyst will have responsibility for 
— the development and maintenance of a 

humber of financial models to support price: 

control; tariff setting and business valuation 


for thé new businesses. This will. involve data 
collection, building suitable financial and 
economic models, and developing robust 
quality control procedures for the-maintenance 
of models. 

Required experience and skills 


. Candidates will have a good honours degree 
in economics, mathematics or other discipline 
. with a high quantitative component. 
Candidates will be experienced in model- 
building ^ using . Excel 


 Spreadsheets. — 
Knowledge of financial andi économic concepts. - 


. would be desirable but additional vanes will e» 
be availabie: if required. » 


(| gackige: Safates are Gu free. Minimum cimmitment wilt be for fva. gears. Pinisi stad full GVE to; F 

"For the ditentiin of the Manager of the Chairman s office. Altari natively. détiis may be taxed to fiflite tk 
Für an informat discussion of these pasts please ráfi: Graeme 5 ins 95 Sn «ero: pow information i 

{site at hip mars ne nat Bind ; 





For our rapidly expanding. | 
we are looking for consultants with 7+ 


LESOTHO HIGHLAN DS. 
DEVELOPMENT AUTHORITY (LHDA) — 


SENIOR SPECIALIST STAFF 


The Lesotho Highlands Developmert Authority ts currently implementing . ane organisation 
transformation project. This includes cultural change and re-organisation. The proj cludes 
amongst others, ensuring that the Authority meets the demands of operations 
activities. This will require the Authority to supply water to the RSA as pert 
‘CENTER FOR generate hydro electricity to provide. for the: demands: of Lesotho. At the. same tim 
S Authority while completing the Katse Dam wki delivery/transfer tuhn 
C STUDIES E" constructing the Mohale Dam and Tanel; and diversion of the Matsoku River weir and tur 
M These activities will be constructed. as Phase IB and construction activities are rp 


applications for the position of completion by the year 2003. 
UTIVE DIRECTOR - LHDA seeks to recruit suitably qualified appoints tor the following positions 
! i I. Development Specialist s RUP 


This position will be responsible for advising the Environment and Social Ser sun i in: 
all aspects of development programmes, both ongoing and planned. This will require ^ 
assisting in the co-ordination of development programmes with an emphasis on community ` 
based development programmes within the affected communities. Specific focus will be onc 
programmes in the agriculture, titurism, and income generation areas. ES 
The position will report to the. Head + Development Section, | 

The preferred applicant will possess a degree in Business Economics or Social Sciences 
Development Studies. A post. graduate qualification . in the above disciplines would be 

ah ra preferred. At least Ü years exaerience in planning. and execution. of communi 

ui The Executive Director directs all an undertaken: im the Center. development programmes in developing countries or im remote rural em ronments. i 

* The Executive Director disseminates research to decision makers and advocates required. Strong management sk.tls and specialist skills in statistical land econom:c. > anal 


' the Center’s policies. l and accounting are essential. 


ig: . Resettlement Specialist 


b -Ph. D. in Economics. This position will be responsible for advising the Environment and Social Services rou 
* A minimum of 15 years experience in economi c an alysis and poli cy advice all aspects of resettlement and compensation programmes, both on-going and planned. Thi: 
h ide variety of issues. will require assisting in the co-ordination of the resettlement programmes, especially 
; covering ce community participation through the Field Operations Teams. The developn 
* Published extensively on relevant policy reforms in well regarded jon implementation procedures, and the building and enhancement of LHDA’s capu 
Excellent communication and leadership skills. | managing resettlement programraes are essential outputs ‘of this position, 
Proven ability to supervise, train and direct economists, The position will report to the Head - Resettlement Section. 
A The preferred candidate will possess a degree in Social Sciences or Developme: 
. Salary and Benefits: competitive with similar institutions and based on salary post graduate qualification in the above disciplines would be preferable. At least. 
history. experience in planning and executing community based resettlenient programme: 
elements of compensation. anc resettlement in developing countries. or in. rem 
environments is requiréd. 


Monitoring and Evaluation Specialist 


: Applications: Please forward a complete resume with a list of publications to the 
| Chairman of the Board, P.O. Box 16 El Sabtia, Cairo, Egypt. Fax (202) 578 1205, 
E-mail eces@eces.orgicg. 


5 This position will be responsib: æ for the design and implementation of the. monitoring 1 
Applications puree accepted until 15th Maree ot unti the positon is lied: evaluation programme forthe Environment and Social Services Group in the overal 


Egyptian ı nationals are encouraged to apply. implementation of the LHWP with the aim. of achieving the Project objectives. wit 

maximum benefit to the affected communities. This will require the involvement with the.’ 
Branches of the Environment ard Social Services Group to collate, interpret data and results, 3 

and prepare regular integrated seports.on the progress of the environmental programmes. . 

The position will report to the Manager - Món itoring and Information Branch, 
a The preferred candidate will possess a Master degree in the field of Environment Studies or 
M Management Information Systems, or Applied Social Science with basic degree in. 
E i Environment or Social Science Studies. At least 10 years experience in the monitoring and: 
evaluation of environment or community based programmes in developing countries: is 


E ^ Í ATA International Air Transport Association, the trade required. Advanced knowledge af Bio-statistics and sonpoimg is essential for this is position, ec 
association for the scheduled airline industry, represents over 250 Member Income Generation Specialist : 2 


E x Airlines. & provi ides a wide range of products & services to airlines, travel This position will be responsible for advising d in ‘the preparation and. development. of ; 
P o agencies & others in the air transport industry. sustainable rural development programmes for the households affected by the LHWP. This 
E g will require the review of existing non-agricultural development opportunities, establishing. | 


m The. IATA Learning Centre. a unit dedicated to Jesieni and delivering market opportunities for employment and production, and determining the priorities for area 
r B to be pursued, The preparation of a Development Plan for these activities will be co- 


E training courses to the air transport industry, i is searching for a professional | ordinated with the Development Specialist, Key strategies will focus on adopting value. 
with a high level of drive and energy to support its growing operations added techniques in developing enterprises; linking credit facilities to proposed - 


Nx : (approximately 600 customers and a training output of 23,000 students per entrepreneurial activities; collaborating with private enterprises in development projects ‘and : 
M | year) in Geneva, as its: promoting tourism activities to attract spin-off industries. - 3 
The position will report to the Head - Development Section. 
The preferred applicant will possess a degree iti Business. Economics, Social Sciences o 


MANAGER, KEY ACCOUNTS | Development Studies. A post. graduate qualification. in the above disciplines would. he 


preferable, At least 10 years experience in the design and implementation and monitoring | ef 


income generation programmes in developing countries or in remote rural environments jä: 
| With a budget responsibility of US$1.2 million, you will forge strategic required. Strong management skills and specialist skills in economic analysis, and. 
customer alliances and develop long-term business relationships with | accounting are essential. | | oe 


airlines, travel & tourism organisations and other current and potential Treasury Specialist . . A 
customers for a range of IATA training products. You must understand the This position will provide profzssional guidance to the Treasury Manager and staff on. issues ] 
critical factors that impact on the quality of a business adi: and set relating to fund raising, loan facilities administration and risk management. This will include f 


account objectives in financial and relationship terms. providing advice on appropriate funding strategies for Phase 1B, developing a forward. |. 
exchange mechanism, providing technical input into the capital market funding program. 


À University degree in a business/ marketing related subject is desirable, designing systems to ensure monitoring and compliance with agreed policies and procedures, 
accompanied by a sales/consultancy background with broad international p^ design and mene y d vini pini e lera pawn imm ic 
e position WHE report to the GSUPFy SQM H1 ance an minmercia PEEP, 
business and training & development experience. Ideally, TOM should have The preferred candidate should possess an appropriate recognised corporate treasury 
at least 8 years experience in the travel-related industry. You will have an qualification e.g. Institute membership of the Corporate Treasury. A Chartered Accountant 
excellent flair for customer service, be able to manage multiple status is also acceptable. A Post Graduate management qualification is desirable. At least 10 
projects/ customers simultaneously and work well. with people from a wide years corporate finance experience with 5 years in treasury and capital finance | is essential. At | 
range of cultural backgrounds. Further re-requisites include effective least 5 years experience of management of a treasury function is essential. Experience of: 
Be : . P capital finance projects and negotiation of contracts is prerequisite. 
negotiation, persuasion and presentation skills, strong organisational and Tc lieis operate peciius vu inches honig Toe aed E A d 
ers än excenen purae packa ECT} mc es nousthg, e Hat aE BOE f 
planning skills, advanced PC skills, and excellent written and verbal MRNA relocation expences abd dit farei 
communication with fluency in two languages, including English - Interested persons who would like to apply for these positions, should forward a letter of 
| knowledge of a third foreign language would be an asset. You should be application and curriculüm vitae containing fall personal and.career details to: 
prepared to travel at a variable level, often at short notice. — | The Chief Executive, Lesotho Highlands Development Authority, 


1 P.O. Box 7332, Maseru 190, Lesotho. 
| Candidates meeting the. abo file should send th lic tion i 
! qus g iig be aep PT ARP anD together Applications may be made by Fax to (266) 310050/310060 or (266) at 


with an updated curriculum vitae to: Senior Manager, Human Resources, ] | fears : 
IATA Geneva, Route de l'Aéroport, CH-1215 Geneva-Cointrin, Switzerland | | E besser a hes Sip P. Berton, C0) 3143 
Aet No. +41 22 799 2629) before or by 27 ey 1998. — f 


Closing PU for receipt of applic. vations is 27th Febr wary 1998. 





OMIST. FEBRUARY. 14TH 1998 


‘CHIEF EXEC UTIVE OFFICER — 2 “opportunity to lead the” 


F An exciting. and challenging. opportunity t dead an. internationally reputed PENES: 
Development Organization in Ghana. 


-of The organization is part of an international network at enterprise Spoon institutions with 
] counterpart national programmes in countries such as Brazil, aem Uruguay, Chile, 
Colombia, Zimbabwe, Botswana and: Nigeria, 


INTERNATIONAL ENERGY INITIATIVE 


which is a Southern-located South-North partnership, a small .— aL 

independent public-purpose NGO, to promote the efficient production | 
Jand use of energy for sustainable development through Information, 

Training, Analysis, Advocacy and Action (INTAAACT) and the 

integration of these activities. IEI is currently an approximately 
[$700,000 per year organization with about 65 activities in Asia (China 
jand india) Latin America and Africa. 


It is currently sponsored by a consortium of donors inchiding the United Nations Development 
Programme {UNDP}, Department for International Development of UK (DED), World Bank, the 
European Union and leading private sector companies in Ghana. 


The organization provides a comprekensive:1 range of business dlya services targeted at 
high growth oriented small- and medium-sized. companies including training, business advisory 
services, facilitation of access to finance; technology; export markets and business. linkages with | 
large local and multi-national companies. 


The specific duties of the Chief Executive Officer will inc dude: eh ee cid om : : 
providing overall strategic direction for the sia onthe advice of the Governing - The founders of IE! have de ded to initiate a new leadership to induct 


Board. s fresh ideas and talents. 


developing and maintaining links and strategic alliances with h key government and public 
sector institutions, donor agencies as well as private sector interest groups. 


; Applications/nominations are therefore invited for the full-time position 
providing technical direction and coordinating the implementation of programmes in 
various functional areas in collaboration with a core team of senior executives. 

_ directing fund raising activities and ensuring the effective silts and use of the 
resources of the organization. ` 


REQUIREMENTS 
The ideal candidate must have; 


(*, A minimum of 15 years experience related to private sector development in a senior 
| management position. Knowledge and specific aperiens in small Ni | 
development is essential. 


activities. The PRESIDENT will have to reside in a developing country 
where there are current IE! activities or where she/he can develop a 
]programme quickly. The PRESIDENT should have a proven track 
record of energy analysis and evidence of leadership and fund-raising 
capability. Compensation will be attractive. 


Post graduate or. professional qualification in Business Administration, Economics or | 
Social Sciences. 


Significant exposure in dealing with development institutions and the private sector at the ` 
international level. 


Essential qualities are flair for and keen sense of leadership, a hands-on attitude to ork ability 
. | to. coordinate a wide range of projects and programmes, sound analytical as well as oral and 
d written communication skills and a high team: spirit. 


c] The ideal candida te should preferably be a Ghanaian national. 


-The successful candidate will lead a team of highly motivated, TUN oriented 
-$ professionals, working in an environment which offers scope for personal and career growth in 
_ the pursuit of excellence. 


PT The compensation package for the position is comprehensive and negotiable. 
| Applications should be received by 28th February, 1998 and: should be addressed to: 
Thie Economist, PO. Box 4074, 25 5t Jathes s Street, London, SWIA IHG. 


Questions about the position or IEI can be addressed to 
Prof. Jose Goldemberg, Chairman, IEI, Sao Paulo, BRAZIL 
Phone: (55-11) 818-5053 or 5054; Fax: (55-11) 818 5056 
Email: goidemb@iee.usp.br 


Prof. Amulya Reddy 
7/2 Palace Cross Road, Bangalore 560020 INDIA 
Fax: +91 80 334 6234, Email: amulya@giasbg01 .vsni.net.in 


Letters of nomination and applications should be sent to Prof. Reddy 
by March 20, 1998. 


Lesotho Highlands Development Authority 


OPERATIONS PLANNING SPECIALIST 


CARGILL L TECHNICAL SERVICES LIMITED 
REGIO NAL MANAGER 


The Lesotho Highlands Water Project (LHWP) is a multi billion dollar development undertaken 
jointly by the Government of Lesotho (GOL). and the Republic of South Africa (RSA) to divert. 


surplus water from the abundant resources of the Lesotho Highlands ta the RSA and through the 


: | | Cargill Technical Services (€ TS) provides agricultural and agribusiness 
| consultancy services worldwide, working predominantly for the wao 
public sector aid agencies. 


Our Africa, Latin America and Caribbean division requires a Regional 


|) Manager to take full responsibility for all business development, 


|. proposal preparation and project management activities in the region. 


T penne should demonstrate the following skills: 


a successful track record in business development and project 
management within the consultancy industry 


a good degree i in relev ant subject 

project experience overseas and knowledge of development i issues 
highly motivated and. weli organised with. initiative and drive 
ability to manage a team effectively | 

excellent verbal. and written communication skills | 
competence: in word processing, spreadsheets and communication 
packages > 

French/Spanish languages ; an advantage 


; At highly competitive. salary ‘an | benefits: package will be offered to the 
; Po candidate. pply » with detailed CV and current salary to; 

P | The Managing Director (Ref UK 9801) 

vergit Technical Services Limited 

| Knowle Hill Park 


"Paitmile Lane, Cobham : 
EE Surrey, KTIE 2D 
“Fax: +44 (0)1932 861900 


pi/www.cargill-tech-serv.com 


process generate hydro electricity to satisfy the demands of Lesotho. The Lesotho Highlands 
Development Authority is the implementing agency on behalf of the GOL for all works to be 
undertaken in the Kingdom of Lesotho. 


LHDA is scheduled to begin water deliveries to the RSA in Janüary 1998 and to complete 
commissioning of the three hydropower units of 72 mega watts in 1998. In preparation for these 
initial operations, LHDA has developed three (3) planning models; the long term planning 
model for water and hydropower management, the short term planning model for hydropower - 
operation water scheduling and the loan forecasting model for power dispatch and tariffs, to 
optimize the value of the Project water resources to Lesotho. 


LHDA intends to fill the position of the Operation Planning Specialist to ensure effective and 
efficient running of the three models. 


The Operation Planning Specialist will report to the Operations Planning Manager and will be ^ 
responsible for the operation, testing, implementation and further refinement of the models as 
well as updating as commissioning and index testing results become available and operational 
experience is gained, 
DEAN ENTS 
Minimum Degree qualification from a recognized University i in Civil Engineering or 
Hydrology or Water Resources Engi neering or Equivalent. 
Registration with Professional Institutions is desirable. 
At least ten (10) years practical experience in the dev elopment, running. testing, 
maintenance and use of water management and hvdropower generation models in an 
operating utility environment. i 
At least five (3) years practical experience in debugging, interpreting and using PC based in 
computer code in water resources systems analysis, 
Demonstrated abilities to effectively work ina multi- disciplinary, multi-cultural environment 
and effectively transfer technology are essential as well as practical application of operations 
research techniques (e.g. dynamic and linear} in water resources systems analysis. 


N.B.  LHDA will not reimburse any expense relating. to the preparation or submission of. 
applications to this position. However any approved costs incurred by selected — 
applicants invited to attend an interview will be met. LHDA reserves the rightto: 
accept or reject any or all of the applications. l . 


Submissions are to be sent to:- 
The Chief Executive, Lesotho Highland Development Authority, P.O. Box 7332 Maseru 100, 
Lesotho. 


. Closing date for receipt of application is. 13th March, 1998. 


Application may: te made to Fax (266) 3 10 060/31 0 242 or pant: marammolesoft toza. 
followed by the original. - x 
Telephone enquiries may be: made: to B. Rafoncke (2668 850 c or rQe6) 34 328, 











`|: Announces an intern: 


Organization 
“ICARDA, one o 

| international Agric 
| Central Asia 







Niers su sported by the Consultative Group on 
[ poe with national programi in West and 








à port staff ICARDA has 4 an Thternitional mandate 
sn me wi other centers, a joint pti mandate 





















«inier N aaen and a Pon I in ihe identific cation 
lysis of natural-resource use problems and the: analysis, valuation and 
‘evaluation of current use and new opportunities for using natural resources in the 
farming systems within ICARDA's dry areas mandate. These analyses should 
"include, among other things, investigations into institutional arrangements of 





| existing and new natural-resource use systems. The senior economist will be: 


J responsible for environmental impact -assessments of new and proposed 
^] technologies developed to increase the productivity of systems and enhance their 








-< | sustainability, including the assessment of the costs and consequences of present - 





‘resource degradation and the economic as: ssmeht. of proposed interventions, This 
work includes developing quantitat timates: of the value. of the natural 
“resources used in present and future agricultural production, including benefit/cost 
estimates, derived demand from alternative production options, multiplier effects, 
{c and externalities. The senior economist will be expected to filla scientific 
_| leadership role in eliciting and interpreting resource users’ perceptions that 
contribute to their decisions regarding resource management practices. An 

| important. output of the research program is the development of appropriate 
.*;] research methods for transfer and use by partners in national agricultural research 
| programs. 


Er l Qualifi cations and Experience 











T Candidates should have an earned PhD in Resource or Environmental Economics, 


| or other relevant discipline. Demonstrated ability and experience in applied 
^. | research directed towards sustainable agricultural systems is required. iy to 
; 4 work collaboratively with international and national scientists in multidisciplinary 
^| teams and fluency in written and spoken English are essential. Arabic and/or 
French language proficiency is desirable, 


c ; Benefits | | 
21 Salary paid in US dollars based on experience and EE EER Benefits include 
housing allowance, paid home leave travel, a retirement plan, life and health 
insurance package, vehicle, and free enrollment for dependents in the ICARDA 
international school (KG to Grade 12). 


Application 

Qualified applicants are invited to send; 

^ 1) a curriculum vitae with recent salary history; 
2) names, addresses, telex, fax and e-mail addresses of three professional referees; 
3) photocopies (non-returnable) of other relevant supporting documents, 


To: 
Dr John H. Dodds, Assistant Director General for Research 
ICARDA, P. O. Box 5466, Aleppo, Syria 
Telex: (492) 331208, 331263, or 331206 ICARDA SY 
Telephone: (963-21) 213477, 225112, or 225012 
Fax: (963-21) 213490, 225105, or 744622 
E-mail: J.Dodds@CGNET.COM 
HomePage: http://www.cgiar.org/icarda 


REFERENCE: Please quote position no. DG/1/98 on application. 
APPLICATION DEADLINE: Applications must be received by 15 April 1998 







_ICARDA is an equal opportunity employer, and encourages applications from women. 
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Organization 


ICARDA, one of 16 interrational centers supported by the Con ultat 
Group on International Agricultural Research, cooperates: with n 













sustainable improvements in dry area farming systems and natural resource f 
management, With a multidisciplinary team of over 470 scientists and support 
staff ICARDA has an international mandate for barley and lentil improvement 
and, with other centers, a /oint regional mandate for wheat and chickpea. 
improvement. The Center works on management and nutrition of sm 
ruminants and conservation and management of land and water resources n 


dry areas. 


The Position 


This is an international staff position, designed for an enthusiastic and 
motivated person who is committed to the profession and is ambitious c 
enriching his/her experience in an international environment. Suc f 
candidate will be expected to work under pressure, and with a minimum. o 
supervision. The position requires practical experience in computerized 
wordprocessing and a sound knowledge of modern prepress tech: 
Specific responsibilities will cover the writing of public awareness materi: 
for media and for ICARDA's general audience newsletters, editing o 
reports, training: ‘manuals, workshop proceedings and other K 
publications, as well.as journal articles and other manuscripts generated by. th 
Center's scientists. Experience in teaching short-term courses in scientifi 
writing would be an added ae | 






























Qualifications 


Ideally, candidates will have a Bachelor's degree (Master’s will be — | 
in agriculture or a related discipline, and a degree or equivalent practical | 
experience in journalism with emphasis on editing and publishing. Ability to 
work as a team member with colleagues of different nationalities and cultural 

backgrounds. of 


Benefits 4 
Salary paid in US dollars based on experience and qualifications. Benefits. | 
include housing allowance, paid home leave travel, a contributory savings: 
scheme, life and health insurance package, vehicle, and free enrollment for 
dependents in the ICARDA-administered International Schoo! (KG to. 
grade 12}. 


Application | 
Qualified applicants are invited to send: 
1) a curriculum vitae with recent salary history; 
2) names, addresses, telex, fax and e-mail addresses of 
three professional referees; 
3) photocopies (non-returnable) of other relevant supporting documents, 


To: 
Dr John H. Dodds, Assistant Director General for Research 
ICARDA, P. O. Box 5466, Aleppo, Syria 
Telex: (492) 331208 ICARDA SY, 331263 ICARDA SY, 
or 331206 ICARDA SY 
Telephone: (963-21) 213433, 213477, 225012 or 225112 
Fax: (963-21) 213490, 225105, 219380 or 744622 
E-mail: J. Dodds@CGNET.COM 
HomePage: http://www.cgiar.org/icarda 


REFERENCE: Please quote position no. DG/2/98 on application. 
APPLICATION DEADLINE: 16 March 1998, or until a suitable candidate 


ICARDA is an equal opportunity employer, and encourages applications 
from women. 


Applications will be acknowledged, but only shortlisted Candiana 
will be notified. | 


Sometimes the best solution precedes the problem. 









The ability to anticipate a problem often allows you 
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PORTFOLIO DIVEsTITURE | tO create the most valuable solution. UAP France's 


largest insurance conglomerate, had inherited a real 
J L de ^ ames de P; $ M b ' " " E 

m e" T estate loan portfolio consisting of 400 assets that were 
FFR 3.2 billion negatively affecting their share price. They were faced 


with the challenge of divesting this large portfolio of 





France largest ever 
réal estate portfolio divestiture 


aE NT regulations. Our understanding of UAP's business 


enabled us to approach them with a solution to this complex problem. Together, 


assets, so geographically diverse, that they created a 


set of complex issues involving legal, banking and tax 


we were able to successfully execute the largest real estate portfolio divestiture 
ever done in France. The result of which was UAP's share price going up 
5% at its announcement. We welcome the opportunity to discuss how we can 


develop equally innovative solutions to your financial challenges. 
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The sex business 


APPY Valentine's Day. Did your post in- 
clude a card or two with a bit of sugges- 
tive doggerel? Are you off for a steamy supper 
with a loved one tonight? This is the time of 
year when card-makers and restaurateurs 
and florists and perfumers smell romance in 
the air, and cash in. But all year round, other 
entrepreneurs are cashing in on another sort 
of sex business, described on pages 23 to 25. 
In the rich world, most people smile indul- 
gently on the first sort of commerce but 
would prefer not to think about the other. The 
change in morality that has led many people 
to tolerate pre-marital sex and even extra- 
marital affairs has hardly altered public dis- 
approval of the oldest profession. Does such intolerance do 
more harm than good? 

To anybody who thinks about sex for more than a mo- 
ment or two (and we assume readers of The Economist gener- 
ally have more important things on their minds), the most 
curious transformation in the past couple of decades is the 
vastly greater tolerance of sex outside marriage, and the will- 
ingness of the media to discuss sex in public. America has 
seen a spectacular demonstration of both points in recent 
weeks. Americans have shown an extraordinary willingness 
to forgive Bill Clinton his supposed philanderings (although 
if he turns out to have lied to them, that will be another mat- 
ter), realising the difficulty of impeaching a president from 
the waist down. And newspapers and television commen- 
tators have left many parents faced with embarrassing ques- 
tions about the true meaning of the word "intern". 


Don't frighten the horses 


Behaviour has changed even more than attitudes. Sex before 
marriage is not new—in Britain, according to work at Edin- 
burgh University, almost 60% of all first births in 1800 were 
conceived outside marriage. But the advent of reliable contra- 
ception has helped pre-marital sex to become the norm in 
some countries: in Britain, again, three-quarters ofall couples 
now live together before they marry. 

Adultery is a rather different matter: after all, one of the 
three parties involved rarely consents and usually suffers. 
America's National Opinion Research Centre, which has 
tracked public attitudes for more than two decades, has 
found that the proportion of adults who think adultery is "al- 
ways wrong" has risen by ten percentage points, to 78.5%, 
since 1976. How many live by what they believe? Who knows: 
the same pollster found in 1996 22% of men and 14% of 
women who would admit to being unfaithful at least once. 
But such slender evidence as there is shows no sign that adul- 
tery has become rarer. 

That people should talk more openly about sex and its 
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consequences is surely desirable. After all, un- 
wanted pregnancies are as undesirable as 
ever and, thanks to AIDS, sex is now more of a 
potential killer than it was even in the heyday 
of syphilis. Children need to be taught the 
practicalities of sex as well as the morality. 
But what consenting adults do in the privacy 
of their homes should not generally be a mat- 
ter for government. Where sex becomes an 
important policy issue is when it is up for 
sale. And here, in most rich countries, confu- 
sion and intolerance reign. 

Many governments prohibit either pros- 
titution or soliciting. Much of the pornogra- 
phy business is also illegal. Yet prostitution 
flourishes and pornography is expanding, benefiting more 
than any other industry from the border-hopping wonders of 
global communications. 

Both industries pose awkward questions about the role of 
the law and the limits of liberalism. Torn between disap- 
proval and realism, many countries seem to prefer to com- 
bine unenforced (and often unenforceable) legislation, re- 
flecting what they wish were the case, with turning a blind eye 
to the real world. Police chase hookers off nice uptown streets, 
leaving them to peddle their wares in poorer districts, out of 
sight of middle-class families. The problem with this ap- 
proach is that it leaves prostitutes more exposed to violence 
and exploitation than workers in legal industries. 

Legalising prostitution and pornography ought, at least in 
theory, to bring advantages. The huge profits that accrue to an 
illegal activity that escapes the law would be undermined. As 
in other industries, entrepreneurs that maintained high stan- 
dards would have an incentive to tell tales on those who did 
not, thus making the business to some extent self-policing. 
Some ofthe more disagreeable public manifestations of pros- 
titution would go: how many legitimate businesses are forced 
to advertise their products by hanging around on street cor- 
ners? Above all, the workers could be more readily protected 
from abuse by their employers. 


Drawing the line 

At the same time, advocates of legalisation face awkward 
questions. For one thing, some aspects of both prostitution 
and pornography must always be illegal, such as acts that in- 
volve children or extreme violence. To the extent that clients 
want to pay more for the thrill of illegality, legalising most 
forms of prostitution may make the illegal sort more lucra- 
tive—though a clear distinction between the legal and the ille- 
gal is likely to make it easier to enforce laws against the illegal 
kind. For another, outlawing prostitution may discourage it, 
even if it cannot prevent it. If legalisation led to a large in- 
crease in the overall size of the industry, there might be just as 
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; not to assume it will; io away. Anstad i itis ; important to e 


clear about the goals of legislation: are they to get rid of the 
undesirable side-effects, or to try to stop people paying for 





East Asia’s economic turmoil may seem to have passed China by. Actually, it hasn’t 


TS THE list of those left battered by East Asia's financial 














ridden out the region's currency turbulence pretty well—and 


the IMFS rescue efforts, chipping in, for the first time ever, 
| extra cash of its own. Yet East Asia’s stricken economies none- 


than the collapse of communism in Europe in 1989-90. How 
they react will determine whether China emerges as an eco- 
nomic power in East Asia or develops claws of clay. 

Casting about for a guide to the difficult next stage of re- 
a onn orng out the country’s debt-ridden state-run enter- 



























directed capitalisms as proof that capitalist economic tools 
could be operated safely with strong central control. Last year 
China announced that thousands of small state-owned firms 
would soon be freed to take their chances in a “socialist” mar- 
` ketplace. Some hinted that eventually the 1,000 or so largest 
_ firms might be reorganised into South Korean-style chaebol. 
~ Six months ago, China's reformers thought this a bold strat- 
egy. Many still do. With East Asia's crony capitalists now 
bankrupt, they had better think again. 
_ An opportunity presents itself, Next month China 
changes prime minister. The departing Li Peng, whose legacy 
.. includes the killings in Tiananmen Square in 1989 and the 
. controversial Three Gorges dam, is an old-school industrial 
~ bureaucrat. His replacement is likely to be Zhu Rongji, the 
© brains behind the decision in effect to privatise the smaller 
state-run enterprises and eventually to regroup the bigger 
ones. What might Mr Zhu the moderniser do? 
| Heis unlikely to abandon enterprise reform. The state sec- 
^ tor sucks in four-fifths of investment, clogging the banks with 
bad debt and starving private firms of cash. As growth slows 
this year, the need for change becomes all the more pressing. 
_ Mr Zhu can try to muddle through with the enterprise re- 
- forms he first thought of. Or he can start to build a proper 

market | economy, not the phoney state-directed sort that re- 
bw cene in Indonesia and South Korea. 

| uh ‘Mr Zhu might count himself lucky that the 
i H shave shown Up so pork political 











al pi eines in a politics: and business, 
along with weak reg ipte undermining efficiency, 
at worst causing rampat uption; and feeble banking sys- 


tems neither able nor free to distinguish good risks from bad. 
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crises add China. China? But hasn’t China, so far at least, 
responsibly too, fending off panicky pressure at home fora. 


swift devaluation of the yuan and keeping out of the financial. 
affairs of Hong Kong (see pages 29-31)? China has also backed . 


theless present China's leaders with a challenge, one bigger 


Cu in contraceptive ia dir a bublic els | 
have made free sex more widely available than ever before .. 
and go and buy a bunch of roses. 








Such problems already afflict China. Remedii them, and 
avoiding others, will take courage. 
Mr Zhu would agree that China’s banking system needs a 


_ shake-up. Future loans, he says, should be based on commer- 


cial judgment, not political clout. But much more is needed. If 


3 capitalism with Chinese characteristics is not to become as 
dirty a phrase in China as crony capitalism has in Russia, 


Eastern Europe and parts of East Asia, checks are urgently 
needed to stop local bosses enriching themselves at others’ 
expense: Lifting curbs on foreign ownership and investment 
would give the economy much more sustainable oomph than 
gluing the biggest state companies together into ever larger 
lumps. Meanwhile, China needs a sturdier safety-net to help 
the millions likely to be put out of unproductive state jobs. 


One revolution too many 


A tall order. But if this was really all he needed to do, Mr Zhu 
might, in time, be the man to modernise China. Unfortu- 
nately for China, it is not. To become truly modern, China 
will need not only more market-friendly banks and more 
competent bureaucrats, but also the sort of society that en- 
ables markets to function efficiently. Reforms will not get 
much further until the rule of law replaces official whim, and 
China has a system of property rights and properly enforce- 
able contracts. It needs to loosen its controls on where people 
can live and work, and on the information they can receive. 
Most important, if the mistakes of the neighbours are to be 
avoided, people need to be free to debate government policy 
and to hold accountable those who do wrong. 

In short, China needs another revolution—one that will 
seem all the more risky to party placemen as China’s econ- 
omy slows and urban unemployment (already several times 
greater than the official 3%) rises. Even the tentative start in 
privatising smaller state industries may be in danger. As for 
the deeper-reaching changes, they are, frankly, incompatible 
with the sorts of controls China’s Communists seek to keep. 

Hence Mr Zhu’s dilemma. In 1989, Deng Xiaoping, Chi- 
na’s strongman of the time, saw other communist regimes 
collapsing like ninepins and concluded that China’s Com- 
munists needed to press on with reform, not hold back. No 
liberal, he understood that the party’s grip on power de- 
pended more than ever on producing a better standard of 
living for China's people. Mr Zhu's dilemma is different: the 
needs of China's economy are now outgrowing the Commu- 
nist Party's ability to deliver. The coming, modernising revo- 
lution is thus one the party will seek to duck at a s peril. 





Iraq's damage done 


It bodes ill for the next crisis that this one has so far been mishandled 


ILL the bombs fall or will last-minute diplomacy end 

the war of nerves over United Nations weapons inspec- 
tions in Iraq? As America gathers its forces in the Gulf—with 
help from Britain, Canada, Australia, and a sprinkling of oth- 
ers, including some Gulf states—Russia, France and the Arab 
League are scrambling for a formula to avert a military strike. 
Wish them well. No one relishes inflicting more casualties on 
ordinary Iraqis. Yet even those with the greatest misgivings 
about the use offorce acknowledge that Iraq's leader, Saddam 
Hussein, must somehow be stripped of his weapons of mass 
destruction. Bombing could reduce though not eliminate 
Iraq's proven capacity to make nuclear, chemical and biologi- 
cal weapons. Meanwhile, however it ends, this crisis has al- 
ready done serious damage well beyond Iraq. 

One ofthe biggest casualties thus far has been the credibil- 
ity of the UN Security Council. Sadly, as a result, a future one 
may be the ability of the council to uphold other interna- 
tional arms-control regimes—nuclear, chemical or biological. 
Several of these have been redesigned or are now being built 
with the Iraqi experience in mind. Tighter controls aim to 
deter the sort of cheating that allowed Iraq to amass huge 
stockpiles of illegal weapons. In each case the Security Coun- 
cil, which has declared the spread of such weapons a threat to 
international peace and security, is implicitly or explicitly the 
presumed enforcer of last resort. Thus the more the council 
seems tied in knots over Iraq, the less authority it will be able 
to muster when the next treaty-breaker is caught out. 

All the more so because Iraq is a special case. After its de- 
feat in the Gulf war seven years ago, the council ordered it to 
hand over all illicit weapons and to accept continued moni- 
toring of its arms industries before harsh economic sanctions 
could be lifted. Inspectors have since uncovered much in- 
formation and destroyed quantities of materials and arms— 
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but all in the teeth of Iraqi obstruction. The latest crisis arose 
because Iraq wants to keep some suspicious sites off-limits to 
inspectors indefinitely. Yet the powers the Security Council 
gave itself to strip-search Iraq are greater than any it is likely to 
have again. If it cannot make Iraq comply, the question can 
reasonably be asked, how can it hope to deter others from 
following Iraq's nose-thumbing example? 

One not very encouraging answer lies in how the Security 
Council got itself into its Iraqi predicament. Inspectors have 
repeatedly reported on Iraq's misbehaviour, yet the appetite 
for continued sanctions to back them up has waned. Russia is 
desperate for Iraqi oil to flow so that old debts can be repaid; 
France has its eye on commercial contracts once sanctions are 
lifted. They, and China, are keen to demonstrate their inde- 
pendence of America. Last October they refused to back a 
joint American-British resolution that would have imposed 
some quite feeble travel restrictions on Iraqi officials who 
were obstructing the inspectors. Not sticks, but carrots, the 
three argued, would encourage Mr Hussein to co-operate. 

Perhaps, but perhaps not. After years of sanctions kept in 
place by his own foot-dragging, and $100 billion in lost oil 
revenues, Mr Hussein has given every impression of wanting 
to hang on to his remaining—mostly biological—weapons se- 
crets no matter what. He might have stepped up his blocking 
tactics, whatever the council decided. Yet it was folly to make 
the council's divisions so public. Whatever message France, 
Russia and China intended to send—and all three still insist 
that Iraq must allow the inspectors to complete their job—the 
message received in Baghdad was that defiance pays. 

The Security Council is one of the few mechanisms for 
tackling global threats, such as the proliferation of weapons 
of mass destruction. The mishandling of its divisions over 
Iraq has made that job all the harder. 





Russia freezes over 


Blame Boris Yeltsin, not the weather 


EBRUARY is seldom a cheerful month in Russia. This year 

it might have been different. After six years of reform, the 
economy had seemed set to start showing perceptible growth. 
The health of President Boris Yeltsin had improved enough to 
allow him to travel abroad again, and therefore enough, it 
might have been supposed, to enable him to push ahead with 
the building of a market economy and a robust democracy. 
But a touch of the Asian vapours has reminded everyone that 
Russia's economy is still delicate. And, more seriously, the 
president's fitful behaviour is again calling into question his 
commitment to reform. So far, Mr Yeltsin's second term, now 
almost half over, is a gloomy failure. The fault is largely his. 
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In a country such as Russia, where institutions are weak 
and much power is vested in one man, that man can make a 
big difference. If he lets things drift, and will not let anyone 
else take charge, the government starts to founder. That is 
what is happening now. Mr Yeltsin may be spouting good 
intentions today, to reassure the markets and the IMF. But 
yesterday he was cutting down one of his two main reformers, 
Anatoly Chubais, by taking responsibility for finance from 
him, and leaving the other, Boris Nemtsov, with little support. 
The foreign minister, Yevgeny Primakov, an apparatchik of 
the old school, is busy flirting with Saddam Hussein. The 
prime minister, Viktor Chernomyrdin, seems to be chiefly oc- 


19 


l ‘controlled by Cominu: 





ists and nationalists, ore over crucial tax reform. | 
^ All this is bad enough, but it could be worse. After the next 
election, the Kremlin could be controlled not by a distem- 



















- and an autocratic bent, but by an out-and-out authoritarian 
«© dedicated to keeping Russia's democracy primitive and its 
- foreign policy assertive. History will not judge Mr Yeltsin 


erly strong president amid improperly weak institutions. 


habitually deferential Constitutional Court to give him per- 


: could £o on to make i it plain that thee court t should be a serious 


Britain's asyl 





Those fleeing persecution deserve better treatment 


y RITAIN has a long history of helping those fleeing per- 
LJ secution in their own countries. That record is being tar- 
nished by an asylum regime which routinely detains refugees 
on arrival and drags out the legal process for years. This week 
a letter of protest was handed to Tony Blair from 100 Oxford 
academics protesting against the use of detention of asylum 
seekers without charge, trial, or judicial review. — 

- Since Labour came to power last year, officials have been 
seeking a way out of the current mess, which has seen the 
acklog of asylum cases rise to more than 77,000 (see page 59). 
Still waiting for a decision on their application are 10,000 
people who entered the country before the passage ofthe 1993 


against them, they have a right to appeal, a process which 
E takes at least another two years. 


p: Due process | T 
-.. | This delay-ridden procedi has turned asylum into a night- 
. mare for those fleeing. persecution, and an exploitable sham 
-«. forthose seeking a way round immigration controls. The asy- 
-dum process. takes so long that many applicants put down 
.. rootsin Britain, marry and have children. Once that happens, 
- itis difficult to repatriate those whose applications are even- 
tually turned down without punishing their families. After 
taking à so long 1 to make: up their minds the authorities lose 
rack of many that they. reject: refugee organisations estimate 

ss than a third of asylum seekers whose applications 
have been d nied either leave M hdi or are erui In 
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pered old populist with a slack tongue, capricious impulses - 


kindly ifthat is his legacy. Fortunately, i it need notbe—solong | 
as he now attends to the very issue he personifies: an improp- 


It is not hard to produce a list of desirable changes. It - 
might start with an outright, credible declaration by Mr Yelt- 
sin to give up in 2000. This would obviate the need for the 


-. mission to bust the two-term limit(on the ground that his first - 
_ term was as president of the Soviet Union, not Russia). He- 


Asylum and Immigration Appeals Act. If the ruling goes - 


repetition of the present. situation. A 
-tiled to be dealt with fairly but firm 


-toral law arid isa give his is apport to the develop i 
political parties, especially a party dedicated to libe 


form. It would help if he cured his habit of creating ad oc. 
bodies that suck power away from government and parlia- 


mTment;and ifhe stopped refusing to sign laws (even bad ones) - 
: passed by parliament by invoking absurd technicalities. ^ 


- The list could go on. Mr Yeltsin could back a constitu- 
tional amendment to transfer the president's powers, in the 


event of his incapacity, to the speaker of the upper house, an 


elected body, rather than to the appointed prime minister. He 


-© could place the defence ministry and the KGP's heirs, the Fed- 


eral Security Service, under true civilian control. He could 
promote the rule of law and get serious about corruption in 


.. government, enforcing, for instance, the laws on income- and 
asset-disclosure that have been treated so derisively by minis- 


ters. In short, Mr Yeltsin could start to show that his avowed 
belief in democracy extends to more than winning elections. 
Or rather, he could stop fiddling, while Russia freezes. 

























were granted. A decade later, as numbers multiplied, the pro- 
portion of successful applications had fallen to less than one 
in ten. Most European countries have resorted to policies of 
deterrence. But Britain is alone in its routine use of detention, 

right from the moment of arrival. This policy of detention 
without judicial safeguards has been condemned by the UN 
High Commission for Refugees as a breach of the European 
Convention on Human Rights. The previous government's 
denial ofstate benefits to asylum seekers who failed to declare 


their intention on entry has also run into legal trouble: local 


authorities, forced by legal action to house asylum seekers, are 
fighting to recoup costs. from central government. 

What would improve things? Political leadership, for a 
start. Soon the government will publish the conclusions of its 
promised review. It must acknowledge and tackle the asylum 
backlog, and deal with current applicants quickly. The illogi- 
cality of punishing those who are here in an effort to deter 


those who might come should always have been obvious. The 


best way to separate people who qualify for asylum from 
those who do not is to speed up the legal process. That will 
mean devoting more resources to the initial determination of 
status, and restricting appeals to points of law. 

The backlog of those whose status remains in limbo must 


l also be addressed. Other countries, notably Sweden, the Neth- 


erlands and Canada, have faced up to similar problems by 
means of accelerated: reviews, with cases judged sympatheti- 
cally on humanitarian grounds. Any such partial amnesty 
must be buttressed by tough measures to control future appli- - 
cants, such as fingerprinting and. identity cards, to prevent a 
| dum s seekers c are o on i 
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There have been dark clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dark cloud set in... economic uncertainty. | 


We Malays ans, however, expect this to clear too. 
In due time. With an optimism that is borne out 
of four decades of incredible economic growth | 

the world has been witness to. | 





With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 

to see us through. With the determination to do 
everything for the economy to bounce back. 


And bounce back we will. How can we 
be so bullish about it? Because we've | 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 
Bullish on Bouncing Back 
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THE SEX INDUSTRY 


Giving the customer 


what he wants 


To its buyers and sellers, the sex trade is just another business 


T THE Vegas striptease joint in Kiel, in 
northern Germany, business is flat. So 
is the champagne. Dancers sit listlessly at 
the bar, waiting for a customer to buy them 
an overpriced “cocktail” in exchange for a 
few minutes of sympathetic conversation. 
“Too much sex on television,” explains the 
manager grumpily. “Why should people 
pay here when they can get it for free just 
sitting at home?” Ten years ago, he says, 
business was so much better. 

Next door, in Kiel’s Eros Centre (one of 
Germany's big licensed brothels), scores of 
prostitutes stand waiting at the doors of 
their rooms, ogled by a trickle of men 
traipsing along the red-lit corridors. Busi- 
ness is bad here too. The standard price, 
DMso (about $30) is unchanged since 
1992—in other words, it has dropped by 
nearly a third in real terms. 

Welcome to the international sex in- 
dustry, turnover at least $20 billion a year 
and probably many times that, of which 
Kiel’s struggling little red-light district is a 
corner. It is the black sheep of the entertain- 
ment industry, in parts hugely lucrative, in 
parts pitifully poorly paid. Riddled with 
malpractice and sleaze, it unites one of the 
world’s oldest businesses, prostitution, and 
one of its newest, Internet sex. Just possibly, 
respectability beckons. 

To start with, some categories. There are 
what may be called services: prostitution, 
striptease and telephone sex. And there are 
products: pornography and sex aids. In 
both parts of the industry, a handful of 
well-run and imaginative businesses are 
making money as never before—through 
upmarket escort agencies, for instance, or 
over the Internet, or by intelligently exploit- 
ing market niches. Traditional businesses, 
especially the many small and amateurish 
ones, are threatened with extinction. 

What is going on? The biggest change, as 
in so many industries, is globalisation. In 
many poor countries, international tour- 
ism and business travel have made pros- 
titution spectacularly rewarding. In Riga’s 
luxury Hotel de Rome, a designer-dressed 
Latvian woman working the night bar, at 
$200 a time, confides that she nets an aver- 
age $5,000 a month, in a country where the 
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For hire 


average wage is one-twentieth of that. “I 
meet some useful people too,” she says; she 
is planning to set up a marketing agency 
soon. In the Hotel Gellert, in Budapest, a 
Hungarian woman proudly shows off one 
of the world’s most coveted passports: her 
earnings have financed a marriage of con- 
venience with a Swiss. Naturalisation is im- 
minent—enabling her to work, she says, 
“anywhere | want in the world.” 

Hundreds of thousands of women 


from poor countries dream of something 
similar. For most, a tourist visa suffices. At 
the bottom of the market, few language or 
other skills are required. Increasingly, west- 
ern providers of sexual services are finding 
it difficult to compete with foreigners. As in 
other industries, these new competitors 
work longer hours, for less money, and 
with less concern for safety and comfort 
than their western counterparts. 

Much the same is happening on the 
product side of the business. Sex aids these 
days are produced almost exclusively in 
China. Most West European producers of 
sex videos use East European actors wher- 
ever possible. “They cost less and do more,” 
an executive at Germany’s Silwa produc- 
tion company explains, bluntly. In only 
eight years, Budapest has become probably 
the biggest centre for pornography produc- 
tion in Europe, eclipsing rivals such as Am- 
sterdam and Copenhagen. Stars’ fees have 
dropped sharply. Even excruciating or hu- 
miliating acts usually cost the producer 
only two or three hundred dollars, roughly 
a third of the fees paid ten years ago. 

Hand in hand with globalisation goes 
another business trend—commoditisation. 
The downmarket end of the industry, be it 
run-of-the-mill pornography or street pros- 
titution, is a buyers’ market, where prices 
are ratcheted downwards and only the 
cheapest supplier survives. A lorry driver 
doing from Prague to Berlin sees hundreds 
if not thousands of prostitutes lining the 
ES5 highway offering their services. The 
cheapest, typically Gypsies or Ukrainians, 
charge a pitiful $10, or less. 

Where does this leave the entrepreneur? 
For the ruthless ones, the road to riches is 
clear and brutal: cut costs by treating your 
workers abominably. Women and girls can 
be enticed (or kidnapped) from poor coun- 
tries, smuggled into rich ones and worked 
as sex slaves. If they complain, they are 
warned, not only they but their families 
back home will suffer. Russian pimps in 
Western Europe have a reputation for 
astonishing violence and cruelty. There is 
still plenty of money to be made in this line 
of business. But in the longer term the fu- 
ture of cut-price prostitution looks bleak. 
Bruised, terrorised prostitutes in ugly sur- 
roundings attract only the least choosy, and 
worst-paying, customers. 

Even for the non-criminal parts of the 
industry, the main response to the last ten 
years has been to keep churning out cheap 
material. “A lot of people in the sex indus- 
try don't know very much about sex— 
they're just ignorant chauvinist men," says 
Tuppy Owens, Britain's best-known cam- 
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paigner for freer sex laws, and a fierce critic 
of the standards in the commercial sex in- 
dustry. But, she says, customers get what 
they deserve: “The people doing the good 
things aren’t the ones making the money. 
People actually want the bad stuff.” Many 
customers of the sex industry, it seems, find 
that a sordid rip-off chimes nicely with 
their need for a touch of degradation. 

A more intelligent response to price 
pressure and global competition, in the sex 
industry as in any other, is to go upmarket. 
Prostitutes in hotel bars and nightclubs 
charge five or six times as much as their sis- 
ters on the streets. One well-known call girl 
in London specialises in investment bank- 
ers and charges £1,000 a night. Upscale 
prostitution is safer: customers may be 
nicer; hotels offer more protection than a 
pimp (they have a reputation to protect, af- 
ter all) and take a smaller cut. 

Perhaps the best example of specialisa- 
tion comes among prostitutes working in 
the Gulf states, where aristocratic Arabs are 
the best-paying customers. Tastes are clear: 
local women are prized most highly (at up 
to $2,000, according to an insider); other 
Arab women come second. Europeans and 
then Thai and Filipino women cost the 
least. The result? Moroccan prostitutes have 
been learning colloquial Gulf Arabic, so 
that they can pass as locals and collect a 
higher fee; Russians lucky enough to have 
Middle Eastern complexions and features 
have been studying Arabic to increase their 
earning power. For their part, classy Lon- 
don call-girls have been learning Russian: 
globalisation, after all, creates lots of new 
customers, as well as new competition. 


Pornucopia 

The same applies to pornography. The bot- 
tom of the market is hopelessly oversup- 
plied. Watching every one of the many tens 
of thousands of pornographic videos made 
in the past 20 years would take most of an 
adult life-time. Staying awake would be a 
big problem: most are barely distinguish- 
able, with feeble plots and dialogue. De- 
mand for basic porn is all but saturated. 
This has yet to sink in. “There are still peo- 
ple who think that putting any old sex 
scene on screen will make them a fortune. 
All it really does is drive down prices,” 
sniffs the Silwa executive. 

As in any business threatened with 
commoditisation, what really makes 
money is building a brand or finding a 
niche. Consumers will pay a premium fora 
familiar face—such as Teresa Orlowski, the 
Hanover-based porn star who now runs 
one of Germany’s biggest sex-video busi- 
nesses. Offering customers something new 
or different works too. Videos on subjects 
which would have been considered odd, or 
even kinky, a few years ago, such as tickling, 
or foot fetishes, can now be found occupy- 
ing a shelf or two in the “adult” section of 
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any well-stocked video store. American 
porn barons such as Steven Hirsch of Vivid 
Video have made a fortune by producing 
(slightly) more upmarket fare, featuring 
such innovations as connected dialogue 
and intimations of a plot. 

Vivid is the most powerful studio in 
America’s porn-film industry. Nationally, 
adult videos bring in $24 billion a year, ac- 
cording to Adult Video News, and account 
for more than a quarter of all sales and rent- 
als at the typical video store. Most of the in- 
dustry resides in the San Fernando Valley, 
on the north side of LA’s Santa Monica 
mountains, and especially in two centres of 
activity. Van Nuys, once a middle-class sub- 
urb (“the town that started right”, says its 
motto), is home to both Vivid and Doc 
Johnson’s, a maker of sex toys. Chatsworth, 
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It pays to advertise 


an area of industrial warehouses on the 
Valley’s northern rim, has so many porn 
studios that it is known locally as Silicone 
Valley. One of its biggest studios, Trac Tech, 
is a gigantic affair, with permanent sets 
made up to look like a hospital, a bar and a 
restaurant—also bedrooms, obviously. 

As in many another industrial cluster, 
the Valley’s porn business has drawn other 
firms towards it. There are talent agencies, 
such as Pretty Girls International; strip 
clubs such as Bob’s Classy Lady, which al- 
low women to show their talents and earn 
money between films; and sexaid fac- 
tories, one of which does a nice line in casts 
of porn stars’ genitalia. Great Western 
Litho, which prints the covers of hard-core 
videos, is one of the Valley's leading em- 
ployers, along with Hewlett-Packard and 
Anheuser-Busch. 

Perhaps with a view to improving its 
reputation, or to developing distinctive 
brands, or maybe just because its princi- 
pals have a sense of humour, the adult-film 





business loves to imitate the the preten- 
sions of mainstream Hollywood. The in- 
dustry has its own Oscars, complete with 
stretch limousines and gushing acceptance 
speeches, as well as its own fan clubs and 
film critics. Vivid Video has revived the 
Hollywood studio system, signing actors 
on exclusive contracts and promoting its 
actresses as “Vivid girls”, a cut above the 
regular porno crowd. Mr Hirsch spends 
most of his time on the phone talking 
about distribution and licensing. 

Just now mainstream Hollywood is re- 
turning the compliment. Apart from “Boo- 
gie Nights”, an affectionate study of the rise 
and fall of a young porn star, four other 
new mainstream films take porn as their 
subject—including “Merchants of Venus”, 
by Len Richmond (the son of a sex-toy en- 
trepreneur), and “Some Nudity Required”, 
a hit at the recent Sundance Film Festival. 
Hollywood could learn some valuable 
business lessons from its embarrassing sib- 
ling in the Valley. Unlike the regular stu- 
dios, plagued by rising costs (particularly 
for stars’ salaries) and dismal profits, the 
porn business has been excellent at control- 
ling costs. Only a handful of leading ac- 
tresses earn up to $100,000 a year; most are 
paid say $300 for a girl-girl scene and $400 
for a boy-girl scene. 

One fast-growing part of the American 
porn business has even lower costs: the 
“home-video” industry. Home-made vid- 
eos, typically shot with cheap handheld 
camcorders, and with actors working for 
love (or something) more than money, now 
account for between a fifth and a third of 
all adult videos made in America. As part of 
the industry moves upmarket, seeking 
higher prices to cover its higher costs, the 
rest may be heading even further down- 
market, with costs as close to zero as may 
be, with prices and quality to match. 

The advent of the home-video camera is 
by no means the only change in technology 
affecting the industry. But the porn busi- 
ness is a keen innovator—again unlike 
mainstream Hollywood. Most leading 
porno stars have their own web sites, some 
of them interactive. New tapes allow you to 
watch up to eight films simultaneously, 
while some CD-ROMs allow you a measure 
of control over what happens on the screen. 

The Internet is the most important of 
all the changes, technological or otherwise, 
affecting the global sex industry. Among 
other things, it has removed the biggest ob- 
stacles to selling pornography and sexual 
services: shame and ignorance. The “World 
Sex Guide”, for instance, is an Internet site 
that gives detailed (anonymous) reviews of 
brothels, escort agencies and nightclubs in 
hundreds of cities around the world. In the 
past, a dissatisfied customer of the sex in- 
dustry had almost no recourse. Furtive buy- 
ers are seldom hard bargainers, or loud 
complainers. The Internet is changing this. 
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If a $50 “private show” in a striptease bar 
proves to be nothing more than a bored 
wiggle behind a curtain, a dissatisfied cus- 
tomer has the chance to warn future ones to 
take their money elsewhere. 

For escort agencies, for example, the In- 
ternet cuts out the trouble and expense of 
sending colour catalogues, or videos, to 
prospective clients. Previously restricted to 
marketing their services through small ad- 
vertisements in newspapers and telephone 
directories, prostitutes can tempt their cus- 
tomers much more effectively in cyber- 
space. Well-run pornographic websites are 
the most profitable places on the Internet 
(which, for the moment, admittedly, is not 
saying much). 

At the same time, however, the Internet 
removes a large chunk of the sex industry’s 
potential market by creating a vast new 
source of free or nearly free material. 
Online communication means that the ex- 
hibitionist and the voyeur, the person who 
likes writing smutty stories and the person 
who likes reading them, can get together for 
the price of a local telephone call. One well- 
known meeting place on the Internet is 
www.bianca.com; it says it has more than a 
million visits a day. 

Another technological development— 
cheap colour printing, and the consequent 
increase in magazine titles—has created a 
further problem for the industry. Reader- 
ship for most mainstream soft-porn maga- 
zines, such as Penthouse, has plummeted 
over the past 20 years. New magazines, 
such as Britain's GO or Loaded, offer much 
of the titillation with almost none of the 
embarrassment. Barriers between pornog- 
raphy and entertainment are also being 
blurred by the liberalisation of broadcast- 
ing. Documentary programmes on such 
challenging themes as the problems mé- 
nages à trois face when trying to book hotel 
rooms are standard fare on late-night pri- 
vate television stations in much of conti- 
nental Europe. 


What about standards? 


Evidently the sex industry is exposed to 
many of the forces that normal businesses 
must contend with. But will it ever become 
quite normal—an entirely respectable part 
ofthe entertainment industry? History sug- 
gests it might: a Victorian visiting any mod- 
ern Western city, or picking up a newspa- 
per or glancing up at many a billboard, 
might conclude that it already had. Public 
reserve is not set in stone. Tolerance of por- 
nography has changed a good deal even in 
the past two decades. The subject matter of 
famous obscenity trials from the 1960s and 
1970s seems almost comical in comparison 
with the material now shown in the late 
evening on, for example, Britain's Channel 
4 or Germany's Pro 7. 

But the industry has some way to go, 
judging by the alacrity with which many 
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sex-industry tycoons still seek to establish 
themselves in other businesses once they 
have made some serious money. One ofthe 
Arab world's best-known pimps founded a 
bank. The current top Russian pimp in the 
Middle East is building a hotel. How long 
will it be before sex-entrepreneurs can 
marry their children to royalty, or even to 
legitimate tradespeople, without the bother 
of diversifying? 

Presumably, it will happen faster if the 
industry's practitioners find a political 
voice, so that they can lobby legislators to 
remove or streamline the remaining legal 
restrictions on the industry. Surprisingly, 
this seems to be happening, particularly in 
America. California's pornography indus- 
try already wields considerable political 
clout—as well it might, given its scale. There 
is also a vocal lobby in Australia (it recently 
sent research to legislators showing an in- 
verse correlation between numbers of legal 
brothels and the incidence of sex crimes). 
In Germany, by contrast, industry groups 
still concentrate on enforcing the law 
rather than changing it. The pornographic 
filmakers' association, the GuFA, upholds 
its members' copyright interests. Another 
body polices the country's draconian retail- 
ing laws—taking petrol stations to court, for 
example, if they dare to sell pornography. 

The commercial interest in cleaning up 
the industry coincides with an important 
objective of social policy: ending traffick- 
ing in women. Campaigners on this issue, 
sponsored by the European Union and 
other international bodies, are increasingly 
sure that only legalisation gives a basis for 
tackling criminality. There are even flickers 
of organisation from the people who bear 
the brunt of the current hypocritical legal 
climate, the workers. Erotic dancers in 
America have formed a union, and even 
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staged a strike last year. In Germany work- 
ers in the same occupation are already or- 
ganised by the 1G Medien trade union. 

Prohibition of gambling and alcohol 
have both been tried in varying degrees in 
dozens of countries around the world, al- 
ways with the result of stimulating illegal- 
ity and sleaze. The sex industry appears to 
be no different. All developed economies 
have conceded that the business is impossi- 
ble to stamp out. Tolerating prostitution 
while leaving it technically illegal or semi- 
legal encourages corruption: policemen 
are paid to turn a blind eye. It also renders 
the workers helpless against their employ- 
ers. Until recently, sex slaves who escaped 
from brothels in most European countries 
were usually deported as illegal aliens, 
which hardly helped the authorities nail 
their oppressors. The inexorable trend, in 
both law and public morals, is towards 
legalisation of what is already tolerated. 

That would free law-enforcers to con- 
centrate on what is not tolerated, such as 
the sexual exploitation of children. And it 
would put the greater part of the sex busi- 
ness where it ultimately belongs—as just 
another branch of the global entertain- 
ment industry. 

Producers of pornography would com- 
pete for real Oscars. Street prostitution 
might be treated like any other outdoor 
entertainment, such as busking, regulated 
according to local taste and circumstance. 
Brothels and strip clubs would arouse no 
more comment than casinos and night- 
clubs. Some customers might find it all 
rather dull and clinical: a niche would re- 
main for the authentic experience, com- 
plete with gorilla on the door, over-priced 
drinks and grubby red velvet sofas. Others 
might like the new professionalism. Fre- 
quent flyer miles? You read it here first. 
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America, collecting full sup- 
port from Australia and Can- 
ada as well as Britain, and 
qualified support from else- 
where, continued to build a 
vast arsenal of weapons for 
the bombing of Iraq. Iraq 
confirmed that it was ready 
to open its 68 suspect sites 
but said the eight most sensi- 
tive ones should be examined 
by experts under the auspices 
of the Security Council, not 
UNSCOM. The Americans said 
they were not interested in 
deals or compromises. Tur- 
key, concerned about Kurdish 
side-effects of a bombard- 
ment, was reported to have 
sent a force into northern 
Iraq. It denied this but con- 
firmed reports of bombing. 


Nigerian-led troops of the 
West African force trying to 
restore the elected govern- 
ment of Sierra Leone, over- 
thrown in a coup last year, at- 
tacked the capital, Freetown. 
Thousands fled to Guinea. 


Khamais Ksila, a Tunisian 
human-rights activist, was 
sentenced to three years in 
prison for spreading false in- 
formation and for other al- 
leged crimes. 


A rash of counsels 


Janet Reno, America’s attor- 
ney-general, asked for an in- 
dependent counsel to look 
into the role of the interior 
secretary, Bruce Babbitt, in a 
decision to stop an Indian 
casino project. The project is 
said to have been scotched at 
the instigation of other tribes 
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that had made large dona- 
tions to the Democratic Party. 
This is the fifth independent 
counsel requested to investi- 
gate members of the Clinton 
administration. 


Sergeant-Major Gene McKin- 
ney, once the American 
army’s top enlisted man, 
went on trial for sexual mis- 
conduct and coercion 
against six female soldiers. 


In a special poll, voters in 
Maine repealed a gay-rights 
law that was due to go into 
effect this summer. It was the 
first time such a law had been 
repealed by popular vote. 


In Brazil, two key reforms 
made progress. The Senate 
gave first-round backing to re- 
form of the civil service; the 
lower house did the same for 
pensions reform. 


Greenpeace activists tried, 
and failed, to stop a ship car- 
rying reprocessed nuclear fuel 
through the Panama Canal. 


| Foreign ministers from the 





| 
i 
| 





Rio Group countries—most of 
Latin America—met those of 


_ the European Union in Pan- 


ama city. The two sides plan a 
grand summit next year, their 
first on such a scale. 


A Colombian mayor re- 
vealed a massacre of 48 peo- 


| ple by paramilitaries. 


A remote disaster 





. Rescuers estimate that up to 
| 5,000 people have died in a 


remote province of northern 


Afghanistan after an earth- 
quake devastated the area. 
Many more people were 
made homeless. A week after 
the event, aid agencies were 
still having trouble reaching 
the area as fog and heavy 
snow hampered their efforts 
to deliver supplies. 


Police in Indonesia detained 
140 people in Jakarta who 
were protesting at rising food 
prices. Other demonstrations, 
including some riots, have 
broken out across the coun- 
try. President Suharto told the 
armed forces to suppress pro- 
tests sternly and appointed a 
loyalist, General Wiranto, to 
be the country’s new military 
chief. 


A militant union group 
threatened a general strike 
in South Korea unless the 
government renegotiated a 
plan to make it easier for 
companies to fire workers. 


Murder in Corsica 


Claude Erignac, the chief rep- 
resentative of France’s central 
government in Corsica, was 
murdered in its capital, Ajac- 
cio. Suspicion fell on separat- 
ist and mafia groups. 


Maurice Schumann, a for- 
mer French foreign minister, 
died aged 86. 


France’s parliament passed a 
law to reduce the working 
week from 39 to 35 hours 
Starting in 2000. 


More than 150 German econ- 
omists called for an “orderly 
postponement’ of European 
monetary union, due to start 
on January 1st 1999. The Ger- 
man government said it 
would go ahead as planned. 


The president of Cyprus, 
Glafkos Clerides, and George 
lakovou, a former foreign 
minister, were the two survi- 
vors of the first round of the 
country's presidential elec- 
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| tion. A run-off is being held 


on February 15th. 


Yugoslavia's justice minister 
said citizens indicted for war | 
crimes would not be sent for 
trial by the war-crimes tribu- 

nal in The Hague. Yugoslavia 
(Serbia & Montenegro) would 
try suspects itself. 





Georgia's president, Edward 
Shevardnadze, survived an 
attack on his motorcade that 
left three other people dead. 
It was the second attempt on 
his life in three years. 


Russia's finance ministry pro- 
posed an overhaul of the tax 
code that would reduce the 
overall tax burden, cut rates 
and simplify the system. 


Alexander Lebed, Russia's 
former national security ad- 
viser said he would run for 
the governorship of Krasno- 
yarsk, a region in Siberia. He 
is seen as a likely contender 
to succeed the president, Bor- 
is Yeltsin. 


Bavarians voted in a referen- 
dum to discontinue the 
state's 50-year-old appointed 
Senate, even though the rul- 
ing Christian Social Union 
had urged them to back it. 


Armenia's justice minister 
ended a ban on the national- 
ist Dashnak party, the main 
opposition group, before the 
presidential election, likely to 
be held in March. The outgo- 


| ing president, Levon Ter- 


Petrosian, alleged that the 
party was involved in drug 
trafficking and terrorism. 
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2 quarter results. Fewer Aan 

.-. | traumas also brought opti- 
mism. Oddly so did the hope 

| that the Asian turmoil would 

= | moderate American expan- 

ind help keep interest 

s in check. 


- | The rupiah soared in a one- 

-.'| day gain of 25% to 7,700 to 

— | the dollar on talk that Indo- 

.| nesia plans to peg its cur- 

. | rency to America's, despite 
IMF disapproval of a cur- 

_ | rency board. President 

`| Suharto said there was a plot 

.| to destabilise the country. The 
stockmarket plummeted. 


—— 


= Gaz works 


| In the biggest-ever foreign in- 
vestment in Russia’s car in- 

dustry, Fiat signed an $850m 
| deal with Russia’s second-big- 
] gest car maker, GAZ, which 
commits the Italian car 
maker to produce 150,000 
Fiat cars a year in Russia. 
Each will have a 4096 stake in 
a new company called zAo 
Nizhegorod Motors, with the 
EBRD holding the remaining 
20%. Meanwhile, as President 
Yeltsin wound up his visit to 
Italy, Gazprom, Russia's gas 
monolith, signed a $2 billion 
alliance with ENI, an Italian 
| energy group. 


o The Catholic authorities in 
"m . France dropped a lawsuit 
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advertising agency, DDB 
Needham France, after the 
German car maker said it 

. Would drop its new Golf 
-poster campaign based on 
biblical scenes, including a 








Spaghetti junction 


against Volkswagen and its 


parody of Christ's last supper. 





Italy's financial sector grew 
more frenzied in the run-up 
to a European single cur- 
rency. The merger between 
IMI, an investment bank, and 
San Paolo, the country's big- 
gest commercial bank, is set 


to go ahead after approval 


from both boards, creating It- 
aly's biggest banking group. 
The country's biggest insurer, 


Generali, wants to double its 


5% stake in Banca 
Commerciale (pct); and 
Mediobanca, Italy’s most 
powerful merchant bank, is 
considering a capital increase 


to cement alliances with both. 


Meanwhile, Bc1, Credito 
Italiano and Banca di Roma 
denied rumours of a three- 
way merger. 


Prosecutors raided Industrial 
Bank of Japan (and arrested 
a former 18] director), looking 
for evidence that officials 
there bribed a director of Ja- 
pan Highway Public Corp 
who had been arrested previ- 
ously and charged with tak- 
ing bribes from Nomura. 


Société Européenne des Satel- 
lites, which owns the Astra 
satellite system, said that it 
was thinking of listing its 
shares. The offer would value 


Astra at more than $3 billion. 
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BUSINESS THIS WEEK 


| 


Two German giants are cut- 


ting thousands of jobs as they . 


restructure. Deutsche Bank 


is to cut 12% of its 76,000 jobs - 


over the next three years and | 
Hoechst will concentrate on 
pharmaceuticals and cut 17% 
of its 120,000 workforce _ 
through the sale of chemicals 
and other units. 


America’s biggest car maker, 
General Motors, is to spend 







$9 billion after th 


$4 billion buying back 10% of | its po ! 


its shares. This will be its 


third repurchase in a year, — 


and its biggest, taking the to- 
tal spent to $9 billion and 


leading to a 20% reduction in 


shares outstanding. Metall- 
gesellschaft, Germany's indus- 
trial and trading giant, said it 
is also considering a buyback 
when legislation allows in a 
few months’ time. 


Burning rubber 





America's Goodyear Tire & 
Rubber announced its inten- 
tion to outpace Japan's - 
Bridgestone and Michelin of 
France—each of the top three: 
has close to 20% of the- 


. world's $70 billion tyre mar- 


ket—with a plan nearly to 
double its annual sales to $23 
billion within five years. That 
ambition could involve merg- 
ing with Sumitomo, Good- 
year's Japanese partner. 


Only a shade behind the in- 
dustry's biggest deal— 
Compaq's $9.6 billion pur- 
chase of Digital announced 
last month—Computer As- 
sociates, America's third-larg- 
est independent software 
company, offered to buy 
Computer Sciences, a tech- 
nology-services provider, for 


v 


| if a friendly 1: 17 bi ion-gui 


| demand for its beer was 
strong and exposure to Asia is - 









($830m) bid by Vendex for 
Koninklijke Bijenkorf — 
Beheer goes ahead. 


Nomura International pulled 
out of the £4 billion ($6.5 bil- - 
lion) battle for Britain s En- | 
ergy Group. That leaves y 
PacifiCorp and Texas Utilities |. 
still in the running. 3 


Net profits at San Miguel fell H 
by half in 1997 to 2.96 billion = 
pesos ($100m) as the Philip- | 
pine food and beverages a 
group suffered from Asia’s cri- | — 
sis. Foster’s Brewing of Aus- | - 
tralia weathered things better 

in their first half; domestic 





small. But both groups made 
losses on their attempts to 
tempt China’s beer drinkers. 


China Telecom boosted its 
investment in Hongkong © 
Telecom, which is 54% — 
owned by Britain’s Cable & 
Wireless, with the HK$12.85 
billion ($1.66 billion) pur- 
chase of a further 7.6% stake, 
taking its holding to 13%. The 
purchase shifts assets from 
one Chinese governmental 
arm, China Everbright, to an- 
other, but the shift gives — 
China Telecom a little more 
influence in the Britisti-c 
trolled Ene | 








Rising to the metanational challenge - 
leveraging knowledge management 





Managing Multinational Enterprise 
| 3-22 May [998 * 5-14 May 1999 


Globalisation has forever changed the rules of inter- 
national competition. To be truly competitive, companies 
must achieve scale on levels never before seen. 


Tomorrow, strategic advantage will be the fruit of com- 


bining people, skills and technologies to form organisations 


that possess unprecedented knowledge and coverage - 
mcetanationals. 


INSEAD's Managing Multinational Enterprise. \ed by 
Professor Yves Doz, the Timken Professor of Global 
Technology and Innovation, will lead small groups of 
senior executives through a series of knowledge sharing 
experiences. 


«MME provides an opportunity to understand the most 


recent business trends and the most up-to-date manage- 


ment practices for our companies to compete in a 


constantly changing environment.» 


General Manager, Eastern Europe, 
Hewlett-Packard, Austria. 


You will spend eight intensive days exploring, among 
other issues: 


* The new face of global competition: past performance 
is no guarantee of future returns: 

* Networking know-how: managing alliances and acquisi- 
tions to build knowledge chains; 

* Culture shocks: managing different economic, political 
and national contexts; 

* The IT challenge: organisational capabilities for global 
teamwork; 

* Leadership: managing the upshift and building global 
advantages. 


Your company’s future success requires anticipating and 
out-thinking the competition where ever you compete 
with them. Knowledge will make the difference. We invite 
you to come to the source. 
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Enrichment Through Diversity 


For an application form and programme brochure call Janet Burdillat on 33 (0) 1 60 72 42 90 


E-mail execed@ insead.fr or fax the coupon to 33 (0) 1 60 74 55 13 


J / would like to reserve a place (date of programme)... 
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Name - Mr/Ms/Dr 

Job Title ... 
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Post Code 


Telephone | Fax 
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Country 
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CHINA’S ECONOMY 


East Asia's whirlwind hits 
the Middle Kingdom 


BEING 


China may not have to devalue its currency. That does not mean, however, 
that it will emerge unscathed from East Asia’s financial turmoil. Far from it 


T IS instructive for prospective foreign 

investors in China to take the back road 
to the airport when the time comes for 
them to leave the country; this is the side 
officials do not want them to see. On arrival 
at Shanghai, say, they will have been 
whisked along the new expressway to the 
marble-appointed hotels in the city centre, 
where the mobile telephones of the locals 
trill to the rhythm of money being made. 
But the route back through the city’s west- 
ern hinterland winds through a maze of 
clogged roads and dispiriting 
chaos: an old, state-run cop- 
per-wire factory belching 
smoke over farmers’ plots that 
somehow remain untramp- 
led in a press of overbuilding; 
“luxury” houses thrown up 
cheek-by-jowl, with no obvi- 
ous buyers; a paint factory 
spewing filth into a canal; a 
rare pheasant, on a string, for 
sale on the road; a smashed 
lorry, abandoned by its driver 
and ignored by the police. 
And then, a huge sign that 
reads in English “DEVELOP- 
MENT IS THE IRREFUTABLE 
FACT”. 

Yet if criticism of China’s 
style of development was not 
refutable before—it used to be 
considered a churlish denial 
of the aspirations of millions 
to climb out of poverty—then 
East Asia’s economic mess means it is be- 
coming ever more so now. China may ap- 
pear to have escaped the troubles that have 
smitten so many of its neighbours. Indeed, 
to general relief throughout Asia, China 
will probably not devalue its currency, the 
yuan, and thereby trigger another round of 
competitive devaluations. Nevertheless, 
the effect of the crisis on China will be pro- 
found. Development Chinese-style, which 
means mixing nanny-statism and lawless 
grabs for wealth, has generated a danger- 
ously skewed allocation of resources. This is 
already breeding resentment and threatens 
soon to stunt growth. 
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China’s economy has some of the same 
problems that have afflicted its neighbours, 
especially in the financial sector. State-run 
companies and their cronies have, until re- 
cently, had a stranglehold on credit sup- 
plied by China’s state banks. As in Thai- 
land, Malaysia and Indonesia, far too 
much borrowed money has been pumped 
into speculative property development 
that will never see a return. Shanghai, for 
instance, is building in one decade more 
office space than Hong Kong built in four. 





All this rebounds on the banks. In a re- 
cent outbreak of openness, the People’s 
Bank of China said that state banks’ bad 
loans are, at 5-695 of total loans, three times 
bigger than previously admitted. But China 
is notoriously lax in classifying doubtful 
loans. At a conservative guess, perhaps 20% 
of the total loans outstanding (equivalent 
to 18% of GDP) are bad by western stan- 
dards. That suggests the banks had bad 
debts of $145 billion at the end of 1996. To- 
day, with a declared capital base of just $54 
billion, China’s state banks, by anybody’s 
criteria other than their own, are bankrupt 
three times over. 


It may well be worse. An economist 
writing in Tunnel, a well-informed unof- 
ficial magazine that is published well be- 
yond the authorities’ reach on the Internet, 
puts bad debts at 70% of GDP. Even Stan- 
dard & Poor's, one of the credit-rating agen- 
cies that have taken plenty of stick for un- 
derestimating Asia's banking troubles, puts 
China's bad loans at up to 60% of GDP. Mea- 
sured just as a proportion of Gpp, that 
makes them perhaps twice as serious as 
South Korea's banking problems, or 20 
times America’s savings-and-loan crisis of 
the early 1990s. 

With such monstrous bad debts, Chi- 
na’s state banks have frozen much of their 
lending. Having fought, perhaps rather too 
well, an inflationary binge in the mid- 
1990s, China is now tottering under the 
threat of deflation: prices in the cities have 
fallen for three months in a row. The gov- 
ernment is loth to ease liquidity too much 
lest it cause a spending binge and a worse 
hangover later. Anyway, given 
the parlous state of the banks, 
it is not certain that an exten- 
sive easing would find its way 
usefully into the country’s real 
economy. 

Then there are a variety of 
other problems. One is the 
huge misallocation of work- 
ers. Those who are unfortu- 
nate enough to be stuck in 
low-paying jobs at big enter- 
prises are luckier, at least, than 
those being laid off in droves 
by small state firms. Perhaps 
20m workers, out of some 
110m once employed by state 
firms, have been sacked or in- 
definitely sent home. In 
America, they might pack 
their belongings into a car 
and head for the sunbelt, or 
wherever there was a regional 
boom, allowing the labour 
market to adjust quickly. That option is for- 
bidden in China, where most people are 
condemned by the state to remain in their 
allocated city or rural county. With unem- 
ployment perhaps ten times higher than 
tne official 3X, the situation would be 
worse without a growing black economy 
and a small-scale private economy growing 
in the cracks of the state sector. 

Despite the recent openness by the Peo- 
ple's Bank of China, there remains plenty of 
denial. Economic growth was reckoned by 
the state to be 8.8% last year (see chart on the 
next page). It is forecast at 896 in 1998, not 
high by China's standards, but at the level 
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can drop on your foot than by its worth to 
others. Compilers rebase statistical indices 
at will. “By rote,” says one frank state econo- 
: mist in Beijing, "you foreigners knock a 
couple of percentage points off our official 
growth figures. How do you know it should 
not be more?" 

Not surprisingly, foreign investors are 
growing cool towards China. Actual for- 
eign investment looks set to fall sharply in 
1998. That matters because it is the money 
provided by foreigners that is largely re- 
sponsible for China's export success. And 
most recent growth in the economy ap- 
.. pears to have come from exports, which 
^. rose by over 20% last year. 

























.. But China is different 
China's leaders’ response to their neigh- 
- bours financial troubles is well-honed, and 


not without some truth. They say the yuan. 


- enjoys immunity from the region's deval- 
.. uations because it is not easily convertible. 
-. Moreover, China has different economic 
"fundamentals", notably a current-account 
. surplus in 1997 of over $14 billion. At worst, 
— this will fall to a rough balance in 1998. Nor 
-does China have much foreign debt; it is 
said to be a mere 16% of Gp». Most notable 
- of all, China's bad loans are in yuan, not in 
lollars, as are other East Asians’. 
- - Hence the confidence of China's ofi- 
cials i in asserting that they will defend the 
| yuan. However right they may be, their own 
-citizens do not believe them. Currently the 
."market" exchange rate stands at 8.3 yuan 
-to the dollar. Yet Uighurs from the west of 


have suddenly reappeared on the streets of 

Beijing, selling dollars at 9-10 yuan to citi- 
- zens unsettled by the region's crisis. For the 
moment, the authorities' resolve is not in 


< flows of foreign capital committed earlier, 
. are keeping the exchange rate on the strong 
. Side of the government's target of 8.7 yua 
<- to the dollar. Any pressure for a weakening 
>> may notbe apparent until later in the year. 
>. Even then, official reserves of $140 billion 
; will add weight to the government's word. 
a China’s leaders also know that to de- 
value the currency would knock a psycho- 





.. dollar, which is pegged via a currency 
<: board to the American dollar (see page 83). 
hould that peg come into question, Hong 
Kong's own Sinancial. system would suffer 
horribly, with consequences not just for 
- China, which depends heavily: upon capi- 

tal raised in Hong Kong for much of its 
development, but for world markets still 
nervous about Asian contagion. There is ev- 
ery reason to believe the claim of George 

Soros, the slayer of weak currencies, that 
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all but meaningless. State companies still t & 
measure output more by how much you. 


"China, the traditional money-changers, - 


doubt. Still-buoyant exports, as well as in- 


b : logical prop from under the Hong Kong- 





ng Kong dol lar. Bye extension, 
| s defending the yuan, too. 
- Yeti even if the: yuan holds strong, China 
may not be immune to jolts from Asia’s tot- 
tering economies. Quite the contrary, says 
Ma Yu, an economist at the foreign-trade 
ministry, who disputes the rosy govern- 
ment line that foreign investment will not 
be badly affected. Roughly four-fifths of for- 
eign capital, says Mr Ma, comes to China 
from Asia (much from overseas Chinese): 
that is, up! to $36 billion out ofa total of $45 
billion in 1997. Suppose that one-third of 
that Asian money is now in doubt. Some 


$10 billion or more in foreign investment 


forgone will be one price that China will 
pay for the Asian mess. 

Mr Ma also dismisses the common 
claim that Chinese exports are different 
from those of Asian countries that have de- 
valued their currency, and so made their 
own exports more competitive. Clothes, 
cheap electronics and other products of 


lightindustry compete directly with several 


countries in the region, especially Indone- 
sia. Regional devaluation, says Mr Ma, will 
directly challenge perhaps $20 billion-30 
billion of Chinese exports, or up to two- 
fifths of the country's annual total. That 


may be too pessimistic. After all, a strong 


yuan helps buy imported raw materials, 
which often account for 75-80% of Chinese 
exporters’ production costs. 

That is not all. China’s statistics conceal 
a high level of foreign borrowing. There are 
a number of tricks. One involves Chinese 
shell companies in Hong Kong forming 
“foreign” joint-ventures on the mainland 


| 96 increase on a year earlier 


exports and foreign direct investment 
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investment rather than expensive debt. The 
head of one bank in Hong Kong reckons . 
China's foreign debt is perhaps $50 billion. 
higher than assumed—a potential night- 
mare for overseas bankers, if true. 

By the Communist Party's standards, 
however, China's leaders have been quick 
to grasp the depth of Asia's problems, and 
the risk to China. The government swiftly 
agreed last summer to contribute to a fund 
to help bail out Thailand. It also backed 
IMF initiatives in the region and strikingly 
even forbore from objecting to Taiwanese 
contributions. However, it is not certain 
that the government has applied appropri- 
ate lessons to its own economy. True, it has 
reintroduced tax rebates for exports in a 
bid to maintain their competitiveness, 
which may ease domestic lobbying for a de- 
valuation. And it has noted with shock the 
ability of a convertible currency to take a 
country’s ropy banking system to the point — 
of collapse. China's leaders have probably - 
already decided that the full convertibility - 
of the yuan should be postponed 
indefinitely. | 

Lastly, the government has redoubled 
its rhetorical resolve to strengthen supervi- 
sion of the banks. The People's Bank of 


< China, it was recently announced, is to 
make its provincial branches independent 


of local party bosses. The credit plan, back- 
bone of a command economy, is to be 
scrapped. Interest rates are to be deregu- 


ated somewhat. Three years, it is promised, 
_is the time it will take to clean up the bank- 


ing system. Brave words. But there is no 
mention of breaking up the state banks, of 


admitting the true amount of bad debts, or 


of welcoming foreign capital in more than 
symbolic amounts. 


The socialist marketeers 


The government s reaction to the Asian tur- 
moil is one of relief that China is scraping 
by. There is even a certain cockiness among 
the leadership's technocrats that the coun- 
try's chosen manner of development is, to 
use communist phraseology, the “correct” 
and “scientific” one. Certainly, the govern- 
ment has no plans to abandon the “social- 
ist-market economy” that was blessed at the 
Communist Party's five-yearly congress last 
autumn. This sanctioned a state-led form of 
development to take China through the 
post-Deng Xiaoping era. Next month the 
government will ratify that course at the an- 
nual gathering of the National People's 
Congress, China's parliament. There, Zhu 
Rongji, the economics supremo, will al- 
most certainly be promoted to prime 
minister. 

In a land where foreigners are inclined 
to believe what they want to hear, much has 
been made of the “market” part of the tag in 


China and little of the "socialist bit. Plenty 








of commentators believed that the party 
congress blessed outright privatisation. 
Not so. Certainly, small state-owned com- 
panies are going their own way, and since 
there are 300,000 of them—mostly spilling 
red ink—the government had little choice. 
But even their “privatisation” has not gen- 
erally led to their “owners” gaining much 
power; rather, that has gone to senior man- 
agers and local party bosses. In Zhucheng, a 
city in Shandong province where new 
“shareholding” structures have been 
touted, workers have been made to buy 
shares in their companies, in effect as a 
form of forced lending. Many of the new 
“owners” are bitter. 

Big firms, however, are getting more at- 
tention from the state, not less. “Grabbing 
the big, letting go the small” is the official 
slogan. The state ties corporate revival to 
notions of national interest. It aims to nur- 
ture a collection of world-beating conglom- 
erates, and South Korea’s giant business 
groups, the chaebol, provide the inspira- 
tion. China's leaders talk enthusiastically of 
all the trappings of capitalism: foreign in- 
vestment, “modern-management sys- 
tems”, western “shareholding structures”, 
applied technology and so forth. But the 
state intends emphatically to remain mas- 
ter—appointing chiefs, urging strong com- 
panies to take over more decrepit ones, di- 
recting science, arranging credit and giving 
tax breaks. Under this ideology, outright 
privatisation is inconceivable for big com- 
panies, and bankruptcy out of the question. 

The technocrats’ hubris convinces the 
government that it can do a better job than 
South Korea, which is now trying to dis- 
mantle the behemoths it created. One sea- 
soned academic from the Chinese Acad- 
emy of Social Sciences, the state’s main 
think-tank, says that South Korea’s humilia- 
tion at finding itself on the brink of eco- 
nomic meltdown has redoubled the Chi- 
nese government's resolve to follow a 
similar, albeit improved, model. South Ko- 
rea, he says, has provided a useful lesson for 
teaching China when the state must stop 
nurturing industry. China, he blithely ex- 
plains, will be “clever enough to know 
when that moment has come". 

Such confidence is troubling because as 
long as the biggest state enterprises lay 
claim to the bulk of China's financial re- 
sources, there is little incentive for the gov- 
emment to write off the banks' bad debts, 
recapitalise the system and allow credit to 
reach the most deserving. Without serious 
reform, households may lose faith in the 
banking system: the reappearance of the 
Uighurs is the first, telling indication that 
runs on state banks are conceivable. At the 
least, the temptation for the government to 
inflate its way out of trouble will mount. 

China's technocrats abhor drastic re- 
form, which, they say, would threaten “so- 
cial stability". Officials cite the fear of dis- 
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Anew movement 


placed workers taking to the streets, of 
unemployed farmers roaming the country 
in gangs, of Communist authority being 
challenged by civil unrest. All this is used to 
argue against the withdrawal of the state 
from the economy. “China’s people are 
very poor,” says Li Jingwen, a prominent 
economist. “Without strong central gov- 
ernment, they will try to seize what they can 
get. That would create chaos.” Yet despite 
growing episodes of worker unrest, China 
has been remarkably quiet, and would be 
more so if bank credit were stoking entre- 
preneurial fires and helping create jobs. 


The parasite economy 


The greatest potential victim of the state’s 
withdrawal from the economy may well be 
the huge parasitic apparatus that makes up 
China’s government itself. The number of 
people involved is probably larger than all 
those at risk in state companies. There are 
55m members of the Communist Party 
alone, almost all working in government or 
managing state enterprises. At every level of 
administration—central, provincial, city, 
county and local—party committees dupli- 
cate government bureaucrats. Ministries 
have representatives in each province and 
city, some in every township. Ministries 
also supervise industries and own some 
firms. The army is a collection of money- 
making rackets, with an annual turnover 
big enough to make it a medium-sized For- 
tune 500 company. 

Then come the propaganda organs. For 
example, the vast complex in Beijing that 
houses the Communist Party’s main 
mouthpiece, the People’s Daily, is itself a 
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town of 20,000 inhabitants. And 
lastly, there are the official scholars: 
hundreds of thousands of econo- 
mists, social scientists and interpret- 
ers of the official creed, Marxist-Le- 
ninist-Mao Zedong thought. These 
are affiliated not just to universi- 
ties—in themselves often arms of 
government—but also to ministries 
and state-enterprise think-tanks. The 
need for this parasite economy to 
preserve its livelihood is responsible 
for most of the government's ex- 
treme conservatism and its support 
for an interventionist state. 

Can it last? The turmoil in East 
Asia, though not welcome, plays to 
China’s ambitions to become a 
strong regional power. Yet the politi- 
cal crises that have broken out in the 
region are starting to embolden 
more perceptive people inside Chi- 
na’s government to question the 
state orthodoxy. The Beijing-based 
state economist who casts asper- 
sions on China’s statistics also pooh- 
poohs statist models of develop- 
ment. "What officials here don't 
realise", he complains, *is that the 
economies of South Korea and Japan are 
much more market-oriented than China's, 
and still they have had trouble. The results 
in China will be even more disastrous." He 
reckons the number of government em- 
ployees could be cut by nine-tenths. 

Though most Beijing officials dare not 
give their names, local officials display a 
surprising frankness. Chen Deming, the 
new mayor of Suzhou, a city of 1m west of 
Snanghai, likes to talk about Adam Smith. 
“Economic crises are crises of government, 
not of markets," says Mr Chen. "When mar- 
kets are not heeded, failure—including big, 
national projects—will be the punishment 
meted out by natural law." Does that mean 
Mr Chen challenges the state orthodoxy by 
declining to interfere? It does. “I am 
aware," he says, "that I have considerable 
powers. I tell you now, I will not use them." 

Such talk from mainstream officials 
suggests an new awareness among some 
members of the establishment that, if Chi- 
na's economic model comes into question 
as a result of the East Asian mess, so will its 
political one. In recent years the collective 
leadership in Beijing has been able to dis- 
play an unprecedented degree of unanim- 
ity that was possible only because there was 
no serious dispute about models of eco- 
nomic reform, merely about degrees. 
Though the crisis may embolden some of 
China's sidelined ultra-conservatives to 
urge a retreat from "reforms", it seems 
much more likely that liberal-minded offi- 
c:als will see this as an opportunity to chal- 
lenge the state's shibboleths. China has not 
scraped by Asia's crisis, not by a long way. 
— '— ae et ]9 222222 
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Henley's Senior 
Management 
Programme 
revolves around 
one key individual. 


Because business constantly changes and 


Founded In 1952, Ph.D/DBA 


the Maastricht School of Mess of Research 
Management and Development 


Management (MSM) is dedicated Restructuring and Privatization 
Corporate Strategy 
j Organizational Development 
education and performance. Accounting and Finance 
Technology and Management 
Entrepreneurship and 
Small Business 
MBA/MPA Environmental Management 
MBA Programme Information Technology 
Full-time - 12 months 
Accounting & Finance Programme structure (modular) 
Information Technology & Management Coursework 
International Business Field research 
Hotel Management & Tourism. Dissertation 
Economic Policy and Cooperate Strategy 


to excellence in global management 


Duration and Timing 
Executive MBA Programme Minimum 3, maximum 7 years 
Part-time - 24 months Starting in October 
: Á General and Strategic Management Full-time / Part-time / Out-reach 
evolves, tomorrow 's business leaders : | 
MPA Programme Admission criteria 
Full-time - 12 months Master's Degree or equivalent 
Public Administration & Economic Policy Proficiency in oral and written 
English 
Admission criteria Preliminary research outline 
Bachelor's Degree or equivalent A guarantee of financial support 
Three years work experience Application fee Dfl. 100,- 
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need to equip themselves with a unique 


set of management skills. 


Our Senior Management Programme is a 


dvnamic and innovative course which 


i s vid For more information please 
focuses on the areas which are critical to És Toy 
contact 


your carcer., 
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Maastricht School of Management 
EPP (MSM) 
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his four week programme, w hich can be 


taken in two modules, has a common core 


Admission Criteria 

Bachelor's Degree or equivalent 

Three years work experience 
Proficiency in oral and written English 


and elective options which vou can tailor 


to vour individual requirements. 


Also, because many participants come 
from abroad, a high level of international 
input and insight is an essential part of the 


pre gramme. 


To find out more, call Loraine Isherwood 


now on the number below. 
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The republican rumble 


down under 
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Australia is having a difficult time trying to decide how to break its links with 
the British monarchy and become a republic 


CROSS the road from Australia’s origi- 
nal Parliament House, Kevin Buzza- 
cott, an elder of the Arabunna aboriginal 
tribe, lights a fire in protest and says, “We 
know where we fit in. The trouble is, they 
don't know where they fit in.” He was refer- 
ring to the 152 delegates at the Constitu- 
tional Convention ensconced inside the 
white, colonial building, wrestling with the 
question of how to change Austra- 
lia’s 19th-century constitution and 
turn the country into a republic. 

The delegates’ chief task seemed 
straightforward enough: to come up 
with a republican model on which 
Australians could vote in a referen- 
dum next year. That would remove 
the last vestige of the country’s colo- 
nial past by replacing Britain's 
Queen Elizabeth with an Australian 
as head of state. But, as the conven- 
tion was winding up this week, Mr 
Buzzacott’s words were starting to 
have a ring of truth. After two weeks 
of rancorous debate, Australians re- 
mained divided over exactly what 
sort of republic they wanted. 

The momentum for change has 
been building for some time. Austra- 
lia will hold the Olympic Games in 
2000. It will celebrate the centenary 
of its federation the following year. 
Both events are stirring a debate 
about national identity. Over the 
past 40 years, the predominantly 
Anglo-Celtic population has become 
a multicultural society with immi- 
grants from more than 200 coun- 
tries. Nowadays, Australia's biggest 
trading partners are in Asia. 

This has increased the sense that a con- 
stitution that places the British monarch at 
its centre no longer reflects the realities of 
modern Australia. The youngest delegate, 
Andrea Ang, an 18-year-old student from 
Perth, in Western Australia, whose Chinese 
parents emigrated from Singapore, put it 
more bluntly: *As a symbolic head of state, 
being the monarch of another country, the 
queen is basically irrelevant." 

A majority of Australians agree. Opin- 
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ion polls show that 50-60% want a republic. 
Even John Howard, the prime minister, has 
been persuaded by the gist of Miss Ang's ar- 
gument. He told the convention that the 
symbolism of Australia’s sharing its legal 
head of state with several other countries 
(including Canada and New Zealand) was 
“no longer appropriate”. 

Yet the symbolic contradiction has not 





Washing away the colonial past 


been enough, so far, to shake Mr Howard's 
implacable opposition to a republic, even 
though the conservative Liberal Party, 
which he leads, is heading increasingly that 
way. Six of Mr Howard's senior ministers 
have called for a republic. Heset up the con- 
vention somewhat grudgingly by putting 
the onus on republican delegates to pro- 
duce a “workable” model. If they did, and if 
it were approved by referendum, he would 
introduce a republic on January tst 2001. 
That date has historical resonance for 








ustralians. It will be the centenary of the 
cay the constitution came into being, join- 
ing the separate state colonies as a federa- 
t:on. The three conventions that drew up 
that constitution in the 1890s bore little 
cutward resemblance to the 1998 gather- 
ing. They were made up entirely of middle- 
aged and elderly men. Aborigines were not 
consulted in the writing ofa document that 
ignored their occupation of Australia for 
more than 40,000 years. 

At the 1998 convention, just under half 
the 152 delegates were women and five 
were aborigines (slightly more than their 
proportion in the population). Republican 
celegates outnumbered monarchists by 92 
to 60. Almost from the start, a split opened 
among the republicans that grew wider day 
by day. The biggest republican group, the 
Australian Republican Movement, is led by 
Malcolm Turnbull, a rich Sydney 
lawyer and merchant banker. Mr 
Turnbull took a tilt at the Poms 12 
years ago, when he defended Peter 
Wright, a former British intelligence 
agent whose memoirs the British 
government tried to keep unpub- 
lished. Nowadays, Mr Turnbull may 
be a victim of Australia’s “tall 
poppy” syndrome—the national 
pastime of cutting down to size any- 
one seen getting above himself. 

There were plenty of republicans 
at the convention itching to chop Mr 
Turnbull and his supporters down. 
The main sticking-point was pre- 
cisely how the head of state should 
be installed. Mr Turnbull'Ss camp 
proposed a "minimalist" model, in- 
volving the election ofa president by 
a two-thirds majority of both houses 
of the federal parliament. But it un- 
derestimated the opposition among 
other groups, such as A Just Republic, 
headed by Pat O'Shane, Australia's 
first aboriginal barrister and magis- 
trate, and Real Republic, represented 
by Tim Costello, a Melbourne Bap- 
tist minister. 

They maintained that, if an Aus- 
tralian republic were to mean anything, the 
head of state should be elected directly by 
the people. The most recent opinion polls 
overwhelmingly back this notion; more 
than 6096 support the direct election of the 
president and less than 18% his election by 
parliament. A "micro-minimalist" alterna- 
tive, in which a group of eminent Austra- 
lians would approve a head of state nomi- 
nated by the prime minister, is even less 
popular. Mr Howard favours this as the 
"least worst" option, but it has been dis- 
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. government they have inherited. The huge 


bers of Parliament in Canberra: many Aus- 
z tralians do not want them to have any 
more control over public life. 
Geoff Gallop, a Labor delegate from 
Western Australia, put his argument for the 
system of direct presidential election in 
terms that appealed to the public. “It has a 
sense of civic pride, a sense of participa- 
tion, a sense of involvement, whereas some 
_ of the other models would create probably 
the most soulless republic ever created in 
^ human history.” To which the Turnbull 
.. group replied that direct election would ac- 
- ^ tually guarantee that the president was yet 
. another politician, since only politicians 
_ would lower themselves to campaign for 
< the job. And it would open up a rival power 
base to that of the prime minister, some- 
. thing a Westminster system is not designed 
. tocope with. 
In the convention's final days, a frenzy 
. of horse-trading produced four hybrid re- 
© publican models. On February 12th, the 




























— by the prime minister and leader of the op- 
~ position from a list of public nominations, 

and then approved by Parliament. But get- 
ting this past a public referendum will be 
. another matter. Australia's founding fa- 
 thers made their constitution hard to 


_ ceeded, all on non-contentious issues. 

~~. Yet the convention has been a turning- 
point. It may have shown that ditching the 
* monarchy is easier said than done, but it 
has also brought that day much closer. 
` When the shouting has died down, and 
provided the referendum goes ahead, Aus- 
tralians could still get swept along in a tide 
< of millennial enthusiasm, settie on a com- 
_. promise and vote to cut the last tie with 
- Britain—and then spend the next century 
`. arguing over what they have agreed. 





y China 


^ T HATEVER. eeu: ‘the Chinese 
CN have. gained. in recent. years—and 
“there have been some—two Leninist tools 
of state control remain: the system of 
household registration, hukom and the per- 
sonal dossier, or dang'an. Yet today even 
these iron fetters are showing signs of bend- 
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` Australianising the Westminster system of — 


. demand for the popular election of the’. 
. president reflects a cynicism towards mem- — 


-.. change. Only eight of 44 amending referen- . 
"dums over the past 97 years have suc- 


ing to the demands of the market. 
Hukou, in essence, enforces occupa- 


tional apartheid on a huge scale. Anyone in 


a rural county is automatically registered as 
a farmer, anyone in a city as a non-farmer; 
and the distinction is near rigid. A city- 
dwelling woman (though not a man) who 
marries a farmer loses the right to urban 
life. Such marriages happen rarely, because 
city life offers advantages over the country: 
guaranteed housing, better wages, the near- 
certainty of education and health care. 

Though country people, especially the 
young, flock to the cities in search of work, 
they cannot take advantage of the munici- 
pal services available. These “migrant” 
workers sleep in shanty-towns or on build- 
ing sites, and must return to their county to 
marry. True, it is now possible to buy the 
right to city life. Beijing, for instance, sells 
hukou for 10,000 yuan ($1,200). But that is a 
lot, even for residents of other cities who 
want to move to the capital. For most coun- 
try bumpkins, it is a fortune. Their hopes 
for a coveted urban registration usually rest 
upon joining the army (rare), gaining ad- 
mission to university (still rarer), or living 
in a rural township that is upgraded to a 
city (a more reasonable hope). | 

In the cities, Chinese lives are ordered 
by the dang'an, a system of control where- 
by manila files are kept on everyone. The 
files are open to inspection or annotation 
by local Communist Party chiefs, but not by 
the individual concerned. The dossier may 
start to gather entries when its subject is at 
primary school. It becomes the responsibil- 
ity of the party secretary at the work unit 
when employment begins. These secretar- 
ies wield tyrannical power. Many Chinese 
despair as, year after year, they are passed 
bv for promotion, all because of a black 
mark made years earlier in the dang'an. 

. Without a personal file detailing their 

political background, profession, technical 


China is usually allocated by a Work unit ` 









no pension, no chance ofa passportand no - 
right to a child under the work unit's an- - 
nual quota. (An urban child born outside 
the plan, as well as incurring a hefty finan- 
cial penalty, becomes a “non-person”, inel- 
igible for household registration.) 

Yet the market is making inroads into 
the files. People who work for a foreign 
company are said to be “employed” by the 
Ministry of Foreign Trade, which guards 
their dossiers for a fee. The ministry knows 
little about political attitudes or perfor- 
mance—nor does it care. It has few of the 
usual obligations towards the workers con- 
cerned, such as providing housing. 

The rise of the Chinese entrepreneur 
has also brought about change. The job of 
guarding files for people employed in the 
private sector has been contracted out. In 
the capital, the files of most privately em- 
ployed workers are guarded by the Beijing 
Talent Centre, which is housed inside a for- 
mer concubines’ compound at the Forbid- 
den City. Wu Yong, ; a senior manager there, - 
calls the centre a “service business". The - 
Talent Centre lacks the power of a party 
chief to annotate people's files, and merely - 
has them for safekeeping. But it is also 
meant to help with social welfare and other 
issues. One recent visitor there wanted ad- 
vice on an unfair-dismissal suit he is bring- 
ing against a foreign joint-venture. - 

When leaving the public sector for the 
private, the individual must collect his 
dang'an from his work unit and take it to 
the Talent Centre. He is, of course, forbid- 
den to break the seal and peek inside— 
though the temptation can be too great. 
One man who yielded says his dang'an was 
difficult to tamper with. Another who re- 
belled by not taking his dang'an at once to 
the Talent Centre now finds it is being held 
hostage by his jilted girlfriend, who there- 
fore wields far more power over him than 
any party aean ever did. | 





North Korea 


Forgotten heroes 


SEOUL 


HEN Hwang Jang Yop defected from 

North Korea in February last year, 
the South was agog with excitement. Mr 
Hwang had been closer to the centre of 
power than any previous defector, indeed 
he was the architect of North Korea’s na- 
tional ideology of juche, self-reliance. 
When he said his mission was to pave the - 
way for the reunification of Korea and the 
liberation of 23m starving northerners, 
South Koreans applauded. B But a year later 





the memory of Mr Hwang has faded. He is 
one of some 700 defectors who were briefly 
in the limelight and are now forgotten. 

The public indifference now shown to 
these former heroes is not entirely the fault 
of South Koreans, more a reflection of a 
western world demanding ever new sensa- 
tions. But, that said, life in the fast-moving, 
competitive South has often been a shock 
to those brought up in a society where your 
life is directed from above. Apart from this, 
South Korea has its own special ways: you 
move up the social ladder by using family 
ties and business connections. Almost half 
the defectors are unemployed. The govern- 
ment has twisted employers' arms to make 
them give jobs to defectors, but all north- 
erners are mistrusted. Some have tried to re- 
turn home. Some have turned to crime. A 
defector was convicted last year of at- 
tempted murder and robbery. 

"Most defectors suffer from low self-es- 
teem and need vocational training to find 
a job," says Lee Sang Man, a professor of 
Chung Ang University in Seoul. Mr Lee 
runs a privately financed course to help de- 
fectors to adjust. A policeman is usually al- 
located to each defector and is expected to 
help him. Sometimes the policeman turns 
out to be a bad influence. 

Mr Hwang has received better treat- 
ment than many defectors. He was presi- 
dent of Kim Il Sung University in Pyong- 
yang, and academics are respected on both 
sides of the border. Moreover, intelligence 
men are still seeking information from 
him about who runs what in the North. All 
the same, Mr Hwang is believed to spend 
most of his time watching television or 
reading children's books. He received 
300m won ($190,000) from the govern- 
ment when he arrived. That was less than 
the 480m won given to Lee Chul Soo, but 
he piloted himselfin a MiG-19, which South 
Korea happily kept. Under the govern- 
ment's sliding scale of payments, an ordi- 
nary defector can expect only 15m won. 

It might be thought that northerners 
would be easily assimilated in the South. 





Escaping the hermit kingdom 
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The people of Takhar, in northern Afghanistan, counted themselves lucky that 
their region was too isolated to be a battleground in the civil war. But the earth- 
quakes that struck on February 4th and 8th left more dead than a dozen battles: at 
least 4,000, according to first estimates, perhaps as many as 5,000. Many more 
in the 28 affected villages were made homeless. Aid agencies moved in with food, 


tents and blankets, but were hampered by the fog and snow that blanketed the 
damaged roads and the only airstrip in the area. 


After all, Koreans speak the same lan- 
guage— despite the adoption of many Eng- 
lish and Chinese words in the South—and 
share the same traditions. But the division 
of the two Koreas has been far more com- 
plete than, say, the division of Germany 
ever was, and unification is still proving 
difficult there. 

Until recently, South Korea's govern- 
ment paid little attention to the well-being 
of defectors. This was partly because they 
were few in number until 1994. Then, after 
the death of North Korea's leader, Kim Il 
Sung, the number soared to 52 from eight 
in the previous year. Food shortages in the 
North have since sent the number much 
higher. The latest batch include four who 
arrived in Seoul on February 9th after de- 
fecting in a former Soviet re- 
public, where they had been 
working. In expectation of 
more, the government is 
building a camp to be com- 
pleted next year. 

But the defectors are not 
impressed. In a book directed 
at South Koreans,"Do you de- 
serve to be arrogant?", Chang 
Young Chul, a former North 
Korean student, criticises 
southerners for their preju- 
dices. If the two Koreas are re- 
united, he says, it will take 
more than a generation to in- 
tegrate their people. To 
minimise the after-effects of 
the inevitable event, he wants 


the government to launch a campaign to 
tell South Koreans about life in the North. 
The trouble is, says Mr Chang, that the 
South's "specialists" on the North seem to 
know very little about the place. 





Americans in Japan 
Lower profile 


NAGO, OKINAWA 


OR months, the Japanese government 
has been trying to mollify discontented 
Okinawans about their island's military 
bases, most of which are American. On Feb- 
ruary 8th, the citizens of Nago, a town in 
northern Okinawa, gave the government 
hope that opinion was moving its way. 
The Americans have no'intention of 
leaving Okinawa, home to three-quarters of 
their Japanese bases, but are ready to make 
themselves less conspicuous. They will 
abandon their big military airport in Fu- 
tenma, in the densely populated outskirts 
of Naha, the capital, but only if they can 
have another site in Okinawa. An offshore 
heliport has been proposed as the most sen- 
sitive option. The heliport would be close 
tothetown of Nago, so the election ofa new 
mayor there this week was watched in- 
tently by the government in Tokyo as a ba- 
rometer of feeling about the proposal. 
Though careful to avoid saying so in his 
campaign, the winning candidate, Tateo 
Kishimoto, favours the building of the heli- 
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port. But his support, though useful, is not 
conclusive. The permission of the governor 
of Okinawa, Masahide Ota, is needed for 
anything to be built in the island's coastal 
waters. Only two days before the election, 
Mr Ota said he would not allow the heli- 
port to go ahead. As it happened, the people 
of Nago had also said no in a referendum 
in December. But by electing Mr Kishimoto 
they seem to have changed their minds, 
perhaps because the Tokyo government is 


“Politics stops play 


DELHI 


NDIANS and Pakistanis are cricket- 

crazy, and the mother of all contests is 
an Indo-Pak series. Millions in the sub- 
continent watched on television the five 
contests between the two countries’ top 
teams last year. 
But now politics has intervened. Cur- 
rently, India has a junior cricket team 
touring Pakistan. The Pakistani govern- 
ment interrupted a three-day match last 
week by ordering a day of rest to demon- 
| strate Pakistani solidarity with insur- 
gents in the Indian-held part of Kashmir. 
| Inretaliation, the Indian government or- 
dered its team not to play on the final 
day. Between them, the two governments 
. destroyed the match. India's said it had 
called a "calibrated" protest at the mix- 
ing of sport and politics, but the tour 
would go on. 

The reaction was more heated in 
Mumbai (Bombay) where Bal Thackeray, 
head of the ruling party, Shiv Sena, de- 
clared that he would not allow any Paki- 
stani side to play in what has tradition- 
| ally been the cricketing capital of India. 
. Years ago, before his Hindu-nationalist 
| party came to power, Mr Thackeray's 
storm-troopers dug up the pitch on the 
eve of an Indo-Pak match in Mumbai. 
Such is the fear his supporters evoke that 
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wooing them with promises of roads and 
other aid. 

Mr Ota is against having any American 
troops on Okinawa; by 2015, he says, they 
should all be gone. That is also the view of 
the parties that back him. And since Mr Ota 
is up for re-election in November, he feels 
the need to toe their line. However, he had 
previously seemed to be trying to extract as 
much cash as possible from Tokyo by agree- 
ing, albeit reluctantly, to keep the bases. In 
this he was simply being realistic as, come 
what may, the Americans are staying. 

Although the bases contribute only 5% 
directly to its economy, Okinawa, the poor- 
est of Japan's prefectures, depends heavily 
on the cash that the central government 
provides in compensation for accommo- 
dating them. The government is thinking of 
putting up more money to boost Okina- 
wa's prospects by making it a free-trade 
area, but not if Mr Ota remains obdurate. 

Whatever Okinawans think about 
Americans, they want to work for them. 
There are 10,000 people on the waiting-list 
for the 400 or so jobs that come up every 
year at the bases. If the islanders think that 
Mr Ota is putting ideology before their in- 
terests, they will turf him out. 











no government since has dared stage an 
Indo-Pak match there. Last year Mr 
Thackeray seemed to soften, and hinted  . 
that he would allow matches in future. 
But that is unlikely after last week's inci- 
dent in Pakistan. 

Such trenchant nationalism will, 
however, produce no backlash from the 
subcontinent's cricket-obsessed fans, 
since satellite television has largely ren- 
dered irrelevant the place where any par- 
ticular match is played. A game that pre- 
fers neutral umpires could, in future, 
settle for neutral pitches too. Hail To- 
ronto, future capital of world cricket? 


India 


Blood business 


DELHI 


SEVERE shortage of blood is about to 

afflict India's hospitals now that 
blood-banks are forbidden to accept sup- 
plies from what are called “professional” 
donors—poor people who sell their blood 
for a living. Many of these donors are alco- 
holics or drug addicts. Some sell their 
blood several times a week, against the rec- 
ommended safe practice of no more than 
once a fortnight, and so their blood is 
highly anaemic. Worse, many carry the HIV 
or hepatitis-B viruses. Blood banks are sup- 
posed to screen out contaminated blood, 
but often lack the facilities. So the Supreme 
Court has banned all commercial pur- 
chases of blood, saying henceforth only vol- 
untary donations will be legal. 

Although the court aims to save lives, it 
may unwittingly have condemned thou- 
sands of patients to death. India needs 7m 
to 8m units of blood per year. Professional 
donors have been supplying around 3m of 
them. It will be impossible to replace their 
contributions entirely by voluntary dona- 
tions, even with blood-donor drives in 
schools and colleges. 

Some doctors feel the Supreme Court 
has acted too hastily, and predict a black 
market in blood (much of which may come 
from the old professionals, with even fewer 
safeguards than in the past). Critics say the 
court should have phased out professional 
donors gradually. Some blood-bank own- 
ers are furious that the court has failed to 
distinguish between shady operators and 
those with facilities to detect contaminated 
blood. When many government and vol- 
untary agencies can collect blood without 
screening facilities, why, they ask, should 
private blood-banks with such facilities be 
obliged to close? 

Others say a better remedy would be to 
oblige hospitals to check the quality of the 
blood they obtain from blood-banks. The 
problem is that testing would be expensive 
and bankrupt state governments already 
find it difficult to pay hospital staff's sala- 
ries. Testing for the Hv virus alone would 
cost 300 rupees ($7.75) per unit. 

Cynics say that an administration too 
weak to stop blood contamination will 
also be too weak to enforce the ban on pro- 
fessional donors. Blood-banks will go on 
buying blood from professionals but will 
claim it is given voluntarily, and govern- 
ment inspectors will prove too corrupt and 
incompetent to stop the practice. Desperate 
patients will not ask searching questions 
about the source of blood, and will in fact 
collude with blood-banks in getting sup- 
plies from any source, legal or illegal. 
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UNITED STATES 


The perils of flirtation 


Americans may say they do not care about presidential sex—but they are also 
producing more sexual-harassment cases than ever 


S REFERENCES to oral sex and semen 
stains have filled the airwaves over the 
past few weeks, Americans seem startled by 
their own tolerance. For a change, work- 
place hanky-panky between men and 
women seems to be eliciting not outrage, 
but snickers. At the same time, Paula Jones's 
sexual-harassment suit against Bill Clinton 
produces yawns. Is the tide of political cor- 
rectness which has washed across Ameri- 
ca’s offices and factories in the past ten 
years finally beginning to ebb? 

Don’t bet on it. Even joking about sex in 
the American workplace remains a serious 
legal risk. So is asking anyone for a date, or 
displaying a daring photograph. Most 
Americans may be reasonable or tolerant; 
many may enjoy the occasional risqué joke. 
But sexual-harassment-law is so vague and 
so broad that what most people consider 
reasonable or tolerable is often irrele- 
vant. If anyone in the office objects, 
they could have good grounds to sue. 

Sexual harassment is one of the 
fastest-expanding areas of American 
law. In 1991 the Equal Employment 
Opportunity Commission (EEOC), the 
federal agency that deals with such 
complaints, handled 6,127 of them 
and settled cases worth $7.7m in dam- 
ages to victims. In 1997, it handled 
15,889 complaints and won $49.4m 
for victims. But this is just the tip of the 
iceberg. It does not include cases 
fought in state courts under similar 
state laws, or thousands of private 
cases settled before they reach court. 

Some of these cases, of course, con- 
cern the kind of misconduct that most 
people would agree deserves to be 
punished if proven. On February 4th 
the court martial began of Sergeant- 
Major Gene McKinney, once the 
army's highest-ranking enlisted sol- 
dier. Sergeant-Major McKinney is ac- 
cused of grabbing, fondling and in- 
timidating female subordinates with 
demands for sex. He also faces charges 
of indecent assault. He denies all the 
accusations. In civilian life such be- 
haviour, if proven, would attract crim- 
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inal charges as well as a harassment suit. 

But sexual-harassment law goes far be- 
yond such obvious examples. Companies 
have been sucessfully sued for allowing of- 
fensive jokes to be told, posters to be dis- 
played, even for books or magazines to be 
brought into the office. They have lost cases 
to workers who have claimed harassment 
but suffered no obvious financial or career 
damage. Firms have even lost unfair dis- 
missal suits to employees they have sacked 
in order to settle sexual-harassment suits 
brought by other employees. "Sexual ha- 
rassment doctrine is so incoherent now 
that it's difficult to predict what a court will 
do,” says Kingsley Brown, a law professor at 
Wayne State University in Detroit. 

The Supreme Court is currently consid- 
ering four separate harassment cases. One 
deals with the issue of whether an em- 








ployer is liable although its senior manag- 
ers did not know about the harassment. An- 
other should decide whether there is 
liability even when the plaintiff was subse- 
quently promoted. A third case raises the 
question of whether a man can sexually ha- 
rass a man (even if, as in the case before the 
court, neither harasser nor victim is gay). 

Thecourt could use these cases to clarify 
the law and limit its scope—or to expand it 
dramatically. No one is certain which route 
it will take, but further expansion seems 
more likely. It was a unanimous 1986 Su- 
preme Court decision, written by Chief Jus- 
tice William Rehnquist, the court's most 
conservative judge, that endorsed a vast ex- 
pansion of the law, broadly affirming the 
principle that an employer is liable for the 
actions of a supervisor who sexually ha- 
rasses a subordinate, as well as endorsing 
the idea that a “hostile work environment" 
constituted harassment. That made it pos- 
sible for plaintiffs to sue employers not just 
for being singled out and victimised be- 
cause of their sex, but simply for being of- 
fended by other employees' behaviour. 

The primary source of harassment law 
is the 1964 Civil Rights Act. During the act's 
passage, conservative southern Democrats 
tried to wreck it by adding sex to race, reli- 
gion and national origin as grounds for 
discrimination complaints. This back- 
fired spectacularly. At first, few real- 
ised the amendment's significance. 
But 15 years later, encouraged by femi- 
nist legal theorists, judges and juries 
began to stretch the limits of what con- 
stituted sexual "discrimination". 

In 1991 two events led sexual-ha- 
rassment suits to soar in number and 
value. Anita Hill's accusations of ha- 
rassment against Clarence Thomas 
during his televised confirmation 
hearings for the Supreme Court en- 
couraged thousands more women to 
seek legal redress. And a change in the 
law allowed plaintiffs to sue employ- 
ers not just for back wages but also for 
damages, and gave them the right to a 
jury trial. This unleashed the fabled 
entrepreneurial zeal of America's con- 
tingency-fee trial lawyers. 

Today the law is a muddle. There 
are two broad categories of cases. So- 
called “quid pro quo" cases, in which 
a supervisor demands sexual favours 
in exchange for wage-rises or promo- 
tions, sound as if they should be 
straightforward; but finding the truth 
of such allegations is usually hard 
work. Firms have been successfully 
sued even in the wake of a consensual 
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. affair between a boss and a subordinate. Ju- 
ries are reckoned generally sympathetic to 
` female plaintiffs i in these cases. So, rather 
¿than trying to disprove such accusations, 
many firms settle out of court. 
. The second category of cases is even 
- more problematic. Workplace speech or be- 
'aviout generally constitutes harassment if 
tis "severeor pervasive" enough to create a 
^"hostile or abusive" work environment. 
“But what does either of these phrases 
. mean? It is hardly surprising that, in trying 
.to apply such standards, courts have pro- 
duced a welter of conflicting decisions. 
This has created so much uncertainty 
: that: many. employers have gone to absurd 
"lengths to sanitise their workplaces. The 
~ University of Nebraska ordered one gradu- 
— ate student to remove from his desk a small 
. photograph of his bikini-clad wife after co- 
5v workers filed a harassment complaint. 
*.* Penn State took down Goya's “Naked 
o. Maja” from a classroom wail when a pro- 


.  *Harassm. ; 
i erally-imposec ‘speech. code." says Eugene 
Volokh, a law professor at the University of 

California at Los Angeles. Mr Volokh be- 
eves such restrictions should be uncon- 
stitutional. “Outside of the workplace, 
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most of this speech would be protected by 
the FirstAmendment.” | 

Americans’ sympathetic reaction to Mr 
Clinton’s travails may herald a backlash 
against harassment law. Opinion polls in- 
dicate that a majority of Americans do not 
care whether Mr Clinton is lying about his 
sex life, and seem to feel that he should not 
have had to answer questions under oath 
about it. Whether the Supreme Court takes 
note remains to be seen. The law, once set 
in motion, can be like a huge ship pro- 
pelled by logic and precedent. It can take 
years for shifts in public perception to work 


their way through the court system, change. 
judicial views, and so turn the ship round. 


If Americans want to restrict the scope of 


harassment law any time soon, it will prob- 
ably be Congress, rather than the Supreme. 


Court, which will have to do it. 
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dy smeared by the continuing charges 


- gal, have been further spattered by the ap- ` 
pointment of an independent counsel to . 
investigate Bruce Babbitt, secretary of the 


HROW. enough mud, and some will 
surely stick. This week the Democrats, 
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interior; and by a 1,500-page analysis from 
the Republican majority of the Senate's 
government-affairs . committee accusing 
Bill Clinton of raising money for his re-elec- 
tion in 1996 by violating “the letter and the 
spirit of existing federal campaign laws". 
None of this augurs well for the Democrats 
in November’s congressional elections, or 
for Vice-President Al Gore's hopes of suc- 


ceeding Mr Clinton in 2000. 


_ Orso Republicans hope and Democrats 
fear. Mr Gore, the Senate Republicans 
charge, was “well aware” that a lunch he at- 
tended in April 1996 at a Buddhist temple 


in California was “designed to raise money 


for his party". Mr Clinton was "disingenu- - 
ous" in diverting the allegations of im-- 
proper fund-raising from himself to the 


. Democratic National Committee. In real- - 


ity, “the White House took control of the - 
DNC' finances, micro-managing how the 


-DNC raised and spent money.” The result 


was “unprecedented illegal co-ordination” 
to divert "soft money"—which is not sup- 


posed to be used for specific candidates—to 


secure Mr Clinton's victory. 

And so the accusations mount, com- 
plete with the notion that Mr Clinton had . 
dubious friendships with cash-bearing | 


"Asians. One of these, Yah Lin (Charlie) Trie, - 
was last week indicted on charges of fun- 
-of presidential misconduct, sexual and le- _ 
for MrClinton'suse. Others, such as the eth- 
 nically Chinese Riady family from Indone- 


nelling around $1.2m from foreign donors 


sia, their former employee, John. Huang, 





and Maria Hsia, are said by the report to be 
connected with the Chinese government. 

The mud thrown by the Democrats on 
the committee, on the other hand, seems 
less glutinous. They claim that, even though 
evidence embarrassing to the Republicans 
was not pursued, “what is clear” is that the 
Republican Party “engaged in an intense 
effort to co-ordinate its campaign efforts 
with groups that never registered... as 
campaign organisations and never dis- 
closed any election-related expenditures.” 
No big deal compared with the accusation 
of a Chinese conspiracy, although the re- 
port does little to substantiate such a thing. 

In the end, of course, most of the mud is 
already old and may simply be shaken off. 
True, a large majority of voters, both Demo- 
crat and Republican, support the notion of 
banning soft money, but the bipartisan bill 
from Senators John McCain and Russell 
Feingold to do just that (a vote is due by 
March 6th) has a doubtful future. After all, 
why should Republican politicians change 
a system that last year brought them 
$40.4m in soft money, compared with the 
Democrats’ $27m? The combined total is a 
record for a year without elections. 

What may matter more is the fate of Mr 
Babbitt, allegedly influenced in a decision 
to reject one Indian tribe’s application fora 
casino licence by the political donations of 
rival tribes. Accused of misleading Con- 
gress over the matter, Mr Babbitt makes an 
unlikely criminal. But so have others in the 
Clinton cabinets—Mike Espy, for example, 
an ex-agriculture secretary, or Henry Cisne- 
ros, a one-time housing secretary. If the vot- 
ers add together all the charges, proven or 
not, they may find the total depressing. So 
may Mr Gore. After all, a man is known by 
the company he keeps. 


Babbitt’s the latest target 
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rivate propulsion 


UNITED STATES 


i A | 


| WASHINGTON, DC 


IT IS no secret that pri- 
vate investment has 
played an important 
part in America’s long- 
running economic ex- 
pansion. As the govern- 
ment has tightened its belt and deficits 
have tumbled, so interest rates have 
fallen, in turn encouraging private in- 
vestment. Less well known is that private 
investment has played a bigger role in 
this boom than in any other post-war ex- 
pansion, while government spending 
has played a smaller part than in most. 
An intriguing chart in the latest Eco- 
nomic Report of the President, pub- 
lished on February 10th, shows that pri- 
vate fixed investment—investment in 
factories, business equipment and 
houses—has contributed over 30% to 
America’s GDP growth since 1991, while 
| government spending accounted for 
| only 1.7%. During the 1980s expansion, 
in contrast, public spending made up 
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about 16% of GDP growth, slightly more 
than private fixed investment. One result 
of this surge in private investment has 
been a huge growth in the capacity of 
American firms: for the past three years, 
average annual growth in capacity has 
been higher than at any time since 1968. 


| 
| 





Reverse discrimination 


In high schools, 
too 


BOSTON 


OSTON LATIN is America's oldest and 
one of its finest public schools. Benja- 
min Franklin was an old boy. Now Sarah 
Wessmann, who is 14, wants to go there. 
She applied last autumn, and was rejected. 
That might have been the end of the story: 
except that Sarah found she was one of ten 
white candidates rejected by Boston Latin 
while ten black, Asian and Latino candi- 
dates with lower scores were admitted. 
Miss Wessmann is now suing the Bos- 
ton School Committee in federal court. In 
doing so, she is the first person to challenge 
the constitutionality of a newly revised ad- 
missions policy at Boston's three most cele- 
brated high schools: Boston Latin, Latin 
Academy and the John D. O'Bryant School 
of Mathematics and Science. Her lawyer, 
Michael McLaughlin, knows her pred- 
icament: his own daughter, Julia, was de- 
nied admission to Boston Latin despite do- 
ing better in the test than 100 minority 
students who were accepted. Mr Mc- 
Laughlin sued the Boston School Commit- 
tee in 1995, ultimately winning his daugh- 
ter's admittance and obliging them to scrap 
a policy that set aside 35% of all school 
places for black and Latino candidates. 
But Boston is a city with a bitter history 


ofracial disputes in education, dating from 

the days of court-ordered desegregation; so 

Boston Latin felt it had to come up with a 

new plan. It decided to rank the top 5096 of 
applicants by grade-point average and test 

scores, but to choose the bottom 50% by a' 
combination of ranking and the percent- 

age of a candidate's racial group in the 

school's pool of qualified applicants. Miss 

Wessmann fell into the bottom half, and 

maintains that the racial criterion was the 

reason she failed to get in. 

Her case raises the old issue of whether 
race should be a factor in admitting stu- 
dents at all. Is it more important to go for 
diversity, and help races that have been dis- 
criminated against in the past, or to be scru- 
pulously fair to candidates now? "There's 
an enormously powerful government in- 
terest in giving minority students a sort of 
hand-up,” says Richard Fallon, a professor 
of constitutional law at Harvard Law 
School. “It’s hard, though, to say that the 
Boston school system can legally try to rem- 
edy societal discrimination." 

The conflict over admissions based on 
racial preferences used to be limited to 
America's universities. More recently, how- 
ever, it has trickled down to secondary and 
primary schools. Even toddlers are begin- 
ning to feel the heat: last year, a federal 
judge in Arlington, Virginia decided that 11 
minority pre-schoolers admitted to a local 
magnet school should be replaced by 11 
children originally denied admission be- 
cause they were white. 

Similar lawsuits are also pending 
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UNITED STATES 


against the University of Michigan and the 
University of Michigan Law School, where 
two students were rejected apparently be- 
cause they are white. According to Terence 
Pell, senior counsel at the Centre for Indi- 
vidual Rights, a public-interest law firm 
based in Washington, such admissions pol- 
icles are being used now “just to satisfy 
some bureaucrat's idea of what diversity 
should be.” That, says Mr Pell, “is both mor- 
ally and legally objectionable to many peo- 
ple.” 

In his opening statements before the 
court, Mr McLaughlin maintained that di- 
versity could be achieved with improved 
education across the board, rather than 
with racial quotas. Lawyers for the Boston 
School Committee disagree, and have been 
calling on teachers, former pupils and ad- 
ministrators to testify to the merits of diver- 
sity. Present pupils will be called too, to 
read entries from their journals. The com- 
mittee’s line—echoed by the Clinton ad- 
ministration—is that so long as vestiges of 
discrimination persist, and so long as there 
are gaps in achievement between minority 
and white pupils, quotas are necessary. 

This year, 90 students were accepted for 
admission to Boston Latin’s ninth-grade 
class (14-15-year-olds). Of these, 44% were 
white, 24% were Asian, 21% were black and 
109; were Latino. If students had been 
judged solely on performance,those figures 
would have been 56% white, 23% Asian, 9% 
black and 7% Latino. According to a lawyer 
for the Boston School Committee, “If race 
were not taken into account, there would 
be substantial resegregation in Boston 
Latin School." 

And Miss Wessmann would probably 
be there, too. Matters being as they are, she 
has enrolled in Latin Academy. 





Nuclear test sites 


Still ticking at 
ground zero 


MERCURY, NEVADA 


N 1951, when President Truman ordered 

the building of Quonset huts in the mid- 
dle ofthe Nevada desert, few imagined that 
the flimsy structures would eventually out- 
last the site's reason for existence: the test- 
detonation of nuclear weapons. Over the 
years, the desolate and spraw!ing Nevada 
Test Site saw almost 1,000 nuclear tests, 
about 100 of them above ground. Some of 
the tests took place near mock-up houses 
filled with fully dressed mannequins and 
shelves of canned food; later ones, placed 
deep in subterranean shafts, merely set off 
shock waves that, 22 seconds later, rattled 
upper floors in Las Vegas, 65 miles to the 
south-east. But most of the tests were small- 
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This **house", and its mannequins, survived 


er—undetectable without a seismograph. 

After 1992's international moratorium 
on nuclear-weapons tests, the test site— 
now dotted with decades-worth of craters, 
tunnels and mines—fell silent. Like many 
relics of the cold war, it has been merci- 
lessly downsized. From its 1990 peak of 
11,000 employees, the test site—always one 
of Nevada’s best-paying employers—has 
shrunk to fewer than 3,000. Mercury, the 
off-limits base camp at the foot of the test 
site, was never a proper town like Los 
Alamos, in New Mexico; its workers were, 
and are, bused in, mostly from the suburbs 
of Las Vegas, and there are no schools. But 
Mercury used to have a bowling alley and a 
swimming pool, before officials closed 
them for lack of demand; and the 19 news- 
paper boxes outside the cafeteria used to be 
sold out by the end of breakfast. They now 
sit empty all day long. 

As the site was wound down, Depart- 
ment of Energy administrators faced three 
questions. The first two were practical. 
How could they ensure the reliability of 
America’s nuclear arsenal when scientists 
were barred from setting off any bombs? 
Second, what could they do with a barren 
plot of land (though with a decent infra- 
structure) measuring 1,350 square miles? 
And third, more hypothetical: if events ever 
forced America to test its nuclear weapons 
again, would anyone be left who knew how 
to do it? 

The solution to the first problem was 
the stockpile stewardship programme, 
which replaces actual nuclear blasts with 
“subcritical tests” on separate aspects of nu- 
clear weapons, ranging from the artificial 
ageing or shearing of plutonium to com- 
parisons of how different methods of weld- 
ing react to stresses. Site scientists compare 
this with checking the oil, tyres and battery 
on a car that is kept in the garage; it may 
still have to race out some day. Critics claim 
that such tests contravene the spirit, if not 


the letter, of the test-ban treaty. But federal 
officials, from President Clinton down, say 
they are committed to them. 

Stockpile stewardship also starts to an- 
swer the other two questions. Over the past 
year, the "subcritical" experiments have in- 
creased employment and income a bit. 
Even so, the Energy Department is thinking 
bigger. By insisting that radiation poses no 
problem, and by touting the wonders of so 
much open space, it is marketing the site to 
all comers; and, though most of the ideas 
are still on the drawing board, some are ac- 
quiring shape. One company is awaiting 
federal approval for reusable rocket- 
launches of communications satellites; an- 
other is considering a centre to develop hy- 
drogen fuel for cars; and a third wants to 
develop a solar-energy power plant. 

Those who still work on the test site 
note that the new tests also offer ways to 
keep their skills intact and train a new gen- 
eration of employees who can, if needed, 
carry the old-fashioned bomb-testing tech- 
niques into the new millennium. Still, offi- 
cials believe that restarting this pro- 
gramme—a process which would take 
about two years from start to finish—re- 
quires more expertise than they can find 
among the site's current workforce. 

Their solution is a curious archive. Al- 
most all those with experience of the old 
days of testing, from physicists to tunnel- 
lers to public-relations people, have been 
interviewed, usually on videotape, to ex- 
plain their arcane specialities—especially 
the “black arts” not found in any official 
manual. Some of their wisdom has even 
been compiled on interactive CD-ROMS. In 
addition, the Energy Department commu- 
nicates with a regularly updated list of 400- 
500 retired test-site workers who say they 
are willing to come back into service if 
asked. They would certainly be the oldest 
conscripts in American history. 
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PRIVATISATION OF E FOUR ELECTRICITY DISTRIBUTION 
COMPANIES IN THE STATE OF ORISSA, INDIA 


SITE VISITS AND SUBMISSIC ION OF SOQs - EXTENSION OF DEADLINES 


In pursuance of the announcement ¢ of General. Elections in India and further to the advertisement 
published on 28 November 1997, the dates for some of the privatisation — related activities stand 
amended as follows: 





Presentations and ote vst. ^— March 98. 


Deadline for receiving SOQs | EU 17:00 hrs., 30 March 98. 
OpeningofSOQs |. . |  - 31 March 98. 


The terms of the advertisement of 28 November 1997 remain the same in all other respects. 


Chairman-cum-Managing Director 
| Grid Corporation of Orissa Limited. 
> This. advertisement is issued by Grid Corporation e of Orissa Limited, the content having been approved solely for the purposes of 


section 57 of the. Financial: Services Act 1986 of the UK by Credit Suisse First Boston (Europe) Limited, which is regulated in the 
conduct of. its investment business by The Securities and Futures Authority Limited. 
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Race relations 


Al Sharpton 
tamed 


NEW YORK 


66 T VE been indicted. I’ve been stabbed. 
And now I've been sued. I have every 
base covered being a great civil-rights lead- 
er.” At times it is hard not to warm to the 
Reverend Al Sharpton. Other specialists in 
whipping up black resentment bring to 
their trade only zealous, unblinking out- 
rage; New York's best-known firebrand has 
a talent for selfmockery that has helped 
him to recruit some non-black supporters. 
But now both Mr Sharpton and New York 
have to re-live the Tawana Brawley case. 

In 1987 Miss Brawley, a 15-year-old 
black girl, accused several white men of ab- 
ducting and raping her and then dumping 
her in a plastic bag—accusations that were 
discredited by a grand jury the next year. 
Mr Sharpton, supposedly the model for the 
Reverend Bacon in Tom Wolfe's “Bonfire 
of the Vanities", was Miss Brawley's fierce 
defender, alongside two other black activ- 
ists, Vernon Mason and Alton Maddox. In 
that role all three men accused Steven 


Pagones, a former local prosecutor, of being 
one of Miss Brawley's attackers. 

Now Mr Pagones, who was specifically 
exonerated by the grand jury, is suing all 
three men for defamation—a hard charge 
to make stick in America, since it requires 
proving that the defendants knew that Mr 
Pagones was innocent when they made 
their charges. The trial has been moving ata 
glacial pace, but Mr Sharpton eventually 
took the witness stand on February 9th. 

Although outwardly defiant (he walked 
into the courtroom holding a book called 
“The Trial of Martin Luther King"), he gave 
rather vague answers, suggesting that he is 
trying to draw a line between himself and 
his co-defendants, who have continued to 
argue that Mr Pagones is guilty. Mr 
Sharpton has been made to admit that he 
never asked Miss Brawley about the rape 
before accusing Mr Pagones (his explana- 
tion: he would not dream of discussing sex 
with a young girl). And the now conserva- 
tively dressed would-be congressman was 
shown videos of his younger, medallioned 
self screaming about a "racist cult" in the 
local police department. 

Most New Yorkers would like to write 
off Mr Sharpton and Miss Brawley as 
ghosts of the racially charged politics of the 
1980s. Supporters of the current mayor, 





Give me your tired... 


NEW YORK 


| VERYBODY knows the story of the 
| huddled masses of foreigners arriv- 
ing in New York: how, despite their long 
. voyage, they were not allowed to go 
| straight to the city; how they they were 
| crowded into a small terminal, forced to 

wait in long lines and then bombarded 
| with questions by hostile officials. Then 
| came the final gruelling journey into 
Manhattan. Now, at long last, New York 
is doing something about the taxi ride in 
from Kennedy. 

At present New York's main airport 
has no rail link to the city, putting travel- 
lers at the mercy of the city's often 
clogged roads (a journey to Manhattan 
can take 30 minutes; it can also take 
three times that). On February 9th, the 
Federal Aviation Administration agreed 
that a $3-per-person departure tax at 
Kennedy can be used to help build a $1.5 
billion project to connect the airport to 
the local subway and rail systems, end- 
ing up at Penn Station. The Port Author- 
ity has already committed $300m of its 
own money for the project, which will 
also include a loop connecting terminals 
at the airport. The Authority can now use 
the $50m a year it gets from the airport 
tax to borrow the rest. 
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The city has talked about building a 
rail link to Kennedy and La Guardia air- 
ports for 30 years. The new link, which is 
supposed to be finished by 2003, will 
eventually offer a 45-minute ride from 
Penn Station to Kennedy (about the 
same as the journey from London's West 
End to Heathrow). But there may be a 
hitch. The association that represents the 
airlines which use Kennedy is protesting 
that the special tax should be spent on 
improving the airport itself, not paying 
for the city's public-transit system. The 
huddled masses, as usual, have no say in 
the matter. 
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Almost uncontroversial 


Rudy Giuliani, point out that the mayor 
has prospered precisely by eschewing the 
deliberate ethnic coalition-building that 
his predecessors indulged in, and going for 
sound management instead. 

This optimistic view of racial politics in 
New York ignores the fact that only one in 
five blacks voted for Mr Giuliani in his re- 
cent re-election. It is still an article of faith 
in black politics that “Tawana was telling 
the truth", just as most blacks in Los Angeles 
and Washington believe that O.J. Simpson 
and Mayor Marion Barry were framed. 
Above all, there are still plenty of unpleas- 
ant cases for racial opportunists like Mr 
Sharpton to seize upon: including, last 
year, a particularly horrific assault on a 
young black man called Abner Louima, al- 
legedly by New York policemen. 

However, if Mr Sharpton is in part a de- 
pressing reminder of what has not changed 
in racial politics, he also represents some 
signs of hope—and not just in his dress 
sense. Last year Mr Sharpton nearly forced 
himself into a run-off for the Democrat 
nomination for mayor. Although still re- 
garded as beyond the pale by whites, he has 
picked up some support among Latinos by 
appealing to issues of class rather than race, 
and adding more wit to his outrage. 

From this point of view, the current li- 
bel suit may even mark some form of com- 
ing of age for Mr Sharpton. He has postured 
and posed, but—apart from one shouting- 
match with the judge on February 11th—he 
has also plainly compromised. Each time 
he has given answers such as “I don’t recall” 
to a tough question on the stand, he has 
moved a little further towards the centre. 
Disingenuous though these replies may be, 
they are probably good news for New 
York's still fragile racial peace. 
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T HE formal interview is over, but the senator from Texas has a 
few more things to say. “Now if the Texas Rangers were fight- 
ing some Mexican bandidos, they would use the Winchester '73 
to make them duck down and take cover,” he explains excitedly, 
gesturing ata fine specimen of that rifle mounted above his desk. 
“Then they would use the buffalo gun to finish them,” he contin- 
ues, pointing to another weapon on the other side of his grand 
office. "That one fires a great big slug. I've. got some of them." - 
Phil Gramm, gun enthusiast and one-time economics profes- 
sor, is about to start shooting at Bill Clinton’ s fiscal policy: The 
president’s budget, presented this 
month to Congress, is a tough target 
to put holesi in: it would balance the 
federal books for the first time in 
three decades; it combines popular 
pe atives with virtuous 
S to reform the Social Secu- 
ity programme for retired people. 
But ‘Mr. Gramm is undaunted. In. 
the past few days, he has circulated 
an attack plan among the Senate @\ #59, 
- Republicans, describing what he re- potes. 
gards as the four weak spots inthe & 
administration's defences. "These 
are the hills on the battlefield," says 
. | the senator. "If we can take these 

d hilis, then we can win.” 

i MrGramm' first hill rises from 
Je the budget’s discretionary spend- 
| ing. The president proposes to in- 
| crease this above the caps set in last 
| years budget deal. To some, this 

seems entirely reasonable: after all, 

| this is the one area of the budget 
that has already been pared zeal- 
ously; and. the extra. spending. is 
| paid for by the projected rise in tax 
. | receipts from the strong economy. Mr Gramm does not see it this 
| way.The president s spending ideas are affordable only because 

| government is expanding sinfully, he counters. Federal taxes 
have increased their share of the economy for the past six years, 
— | from 17.896 to 19.9%; and this years budget conceals another 

g quasi-tax hike in the form ofa tobacco deal. 
| This brings Mr Gramm to the second hill he plans to assault 
| :and occupy. The presidents budget assumes that tobacco firms 

-can be persuaded to shell out $65.5 billion to say sorry for sicken- 
ing people; then it proposes that this money should be spent on 
child-care subsidies and such. Mr Gramm suggests that the 
money should go instead to replenishing the reserves of Medi- 
care, the health programme for the elderly. This has an appeal- 
ing logic: Medicare has borne much of the cost of treating sick 
'smokers, after all. But boosting the Medicare reserves also ap- 

| peals to Mr Gramm’s fiscal hawkishness, for it might stave off a 
. j tax hike early in the next century, when the programme's costs 
will rise as the number of retired people grows. Government 
ould ge readyt to > pay. for existing responsibilities before taking 
> ; Mr Gramim argues. Or, more colourfully: if your 
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nama ison) tanic and the Titanic is sinking, don’t be fool- 
ish and: start inviting more passengers on board. | 

Next, Mr Gramm aims to take Tax Mountain, Mr Clinton’s 
budget proposes to raise an extra $40 billion or so in revenues 
over the next five years by closing some tax loopholes and charg- 





ı goes shooting 





ing more for things like visiting national parks. But, ratherthan Uu. 
allow the president to spend the proceeds on new social pro- 


grammes, Mr Gramm wants an offsetting cut in tax rates, so that 
the total tax take does not rise. Similarly, Mr Gramm is willing to 
allow new entitlement programmes, such as Mr Clinton's plan 
to restore food stamps to immigrants, only if another entitle- 
ment is cut to pay for it: this is the final hill he aims to climb. 
Do Mr Gramm’s views matter? This time last year, he was 


_ sorely underestimated: his stock had fallen thanks to a disap- 


pointing run for the presidency, and even keeping his Senate 
seat had proved something of a 
fight. But, as last year's budget sea- 
son unfolded, Mr Gramm's Texan 
drawl grew steadily noisier. He at- 
tacked both the administration 
and his fellow Republicans for 
signing on toa deal that blew the 
proceeds of a strong economy 
while ducking tough reforms. And, 
although Mr Gramm lost many of 
the arguments, the tide may just 
possibly be turning in favour of fis- 
cal discipline. After all, the presi- 


Social Security, the toughest of all 
structural reforms that fiscal hawks 
call for. Mr Gramm now has an 
opportunity to turn the president's 
posturing against Mr Clinton 
himself. 

The president says that the bud- 
get surplus should be devoted to 
shoring up Social Security, which is 
projected to go bankrupt in 2029. 
This sounds virtuous, but is in a 
sense deceptive. For one thing, the 
surpluses are tiny for the moment. 
For another, they come in the first place by courtesy of Social 
Security. This is because the programme currently receives more 
in workers contributions than it pays out to retired people, and 
this temporary windfall makes the overall budget numbers look 
rosy. So Mr Clinton, who claims to want a budget surplus in 
order to help Social Security, is actually using the Social Security 
surplus in order to help his budget look fine. 

Enter Mr Gramm, armed with the buffalo gun that could 
blow a large hole in MrClinton'sclaimsto fiscal virtue. The sena- 
tor proposes that the Social Security system be counted sepa- 
rately from the main budget, since workers’ current contribu- 
tions are not meant to be used on regular spending 
programmes, but are supposed to fund future pensions. Taking 
Social Security off-budget would turn this year's modest budget 
surplus into a deficit of around $100 billion. That would under- 


mine Mr Clinton's boast that he is the first president to balance 


the budget since Lyndon Johnson. 

This would be more than a political victory. It would dent 
the fiscal complacency threatening America, the sense that al- 
most a decade of slimming can finally give way to a good binge. 
The truth is that America needs to reform its two big entitlement 
programmes, Medicare and Social Security, as much as it ever 


. did. And this truth is more important than the fact that thebud- 
get appears at last to be in balance. For, without entitlement re re- 


form, the balance will be short-lived. 
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Darkness and light in Brazil 


SAO PAULO 


After decades of public-sector ownership, the Brazilian state is getting out of 
electric power and moving towards the privatisation of oil and gas as well 


INCE Christmas, Rio de Janeiro has suf- 

fered not just an unusually hot summer 
but frequent power cuts. Embarrassed offi- 
cials have extended summer time for an ex- 
tra two weeks, and directed scorching criti- 
cism at Light, the city’s electricity retailer. 
The firm’s sale to a Franco-American-Bra- 
zilian consortium 18 months ago marked 
the wholehearted embrace of pri- 
vatisation by the government of 
President Fernando Henrique Car- 
doso. Its performance has “dis- 
graced privatisation” harrumphed 
Sergio Motta, the blunt communica- 
tions minister, the man who says 
what Mr Cardoso cannot. 

Not our fault, reply Light’s man- 
agers. The network they took over 
was run down, they say, and, for all 
their investment, just cannot cope 
with record demand, peaking 
around midnight as Rio’s sweating 
citizens switch on their air-condi- 
tioners to try to get some sleep. 

For much of this century, spurts 
of economic growth in Brazil have 
quickly led to fears of energy short- 
ages. In the past, such fears led gov- 
ernments to turn first oil and then 
electricity into state enterprises. 
Now they are having the opposite ef- 
fect. Last month, Petrobras, the fed- 
eral oil company, lost its monop- 
oly—till 1995 entrenched in the 
constitution, no less—in the produc- 
tion and import of oil and gas. Most 
of the electricity system should be 
sold over the next two years. And, 
burying old ideas of energy self-suffi- 
ciency, Brazil is linking its electricity 
and gas systems to those of energy- 
rich neighbours. 

These are historic changes. In Brazil, as 
in much of Latin America, oil in particular 
has long been a political symbol. When 
founded in 1953, Petrobras was an icon of 
emancipation from foreign economic do- 
mination—a status boosted later by the 
firm’s technical achievements in deep-wa- 
ter production. Yet for all Petrobras's rela- 
tive efficiency, Brazil still has to import 
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more than a third of the oil it needs. 

Critics see Petrobras as a parallel power 
in anything to do with energy policy, its in- 
fluence stretching deep into Congress and 
the bureaucracy. It took a politically sui- 
cidal strike by oil workers in 1995 to rally 
the public behind Mr Cardoso's plan to 
end Petrobras's monopoly. Last month saw 





The men who built Petrobras 


the first practical result: the birth of the Na- 
tional Petroleum Agency (ANP), to regulate 
the oil and gas industry. The government, 
which holds 81.7% of Petrobras's voting 
shares, plans to sell 30%. Mr Cardoso has 
hinted that full privatisation may follow, if 
he wins a second term in October. 

While oil was centralised in Petrobras, 
electricity ownership was far more diffuse. 


Srate governments owned much of distri- 
bution and some of the (mainly hydro- 
electric) generation companies. Misman- 
agement and subsidised pricing paralysed 
the system with debt. By 1994, 23 power 
plants, with a joint potential of 10,000 
megawatts—one-fifth of the system's total 
capacity—were lying unfinished; another 
33 planned projects had not been started. 
Over the past 18 months, ten local electric- 
ity distributors have been privatised. Eight 
more are are due to follow this year. So are 
three large generating companies, two fed- 
eral, one owned by Sao Paulo state. Private 
investors have resumed work on many of 
the stalled projects. 

If all goes to plan, the armature of a free 
market for electricity, oil and gas should be 
in place within a year. Similar markets are 
already at work in Argentina, Chile 
(for electricity, but not oil) and Peru. 
By December, Bolivian natural gas 
should start flowing to Sao Paulo 
along a $2 billion pipeline being 
built by a group of international 
companies. Gas from the huge new 
Camisea field in southern Peru 
could eventually follow. Enron, a 
Texan company, has won a conces- 
sion to build a transmission line and 
conversion plant to link the electric- 
ity grids of Argentina and Brazil. Not 
so far ahead, a single energy market 
could be spanning southern South 
America, with surplus energy: from 
Argentina and Bolivia (and poten- 
tially Peru) easing Brazil's deficit. 

Critics argue that in moving this 
way Mr Cardoso's government has 
been both too slow and too kind to 
vested interests. Yet change is rarely 
simple in Brazil. The ANP’s newly ap- 
pointed chairman, David Zylbers- 
ztajn, as Sao Paulo's energy secretary, 
pushed through a plan to sell that 
state's electricity firms. He also tan- 
gled with Petrobras over the terms 
on which the Bolivian gas pipeline 
was to be built. Being Mr Cardoso's 
son-in-law, he enjoys political clout. 
Yet change will take time, he says. 

The ANP plans swiftly to allow 
unrestricted competition in oil 
transport and the import of natural gas. It is 
working on a new tax regime, which would 
raise Petrobras's royalty payments. But, un- 
der the law, Petrobras still retains all oil- 
fields now in production, plus control over 
areas that it claims it can develop within 
three years. Thus in the offshore Campos 
basin, source of 60-70% of Brazilian oil, it 
plans to remain the operator, says Luiz Cos- 
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tamilan, who is drawing up its new corpo- 
rate strategy. And in exploration and pro- 
duction, foreign companies will at first be 
its partners, not competitors; 44 have al- 
ready made firm joint-venture proposals, 
Mr Costamilan says. Indeed Petrobras, hav- 
ing resisted change, now sees its new status 
aS an Opportunity to expand abroad by 
swapping assets with incomers. 

In electricity, privatisation has pre- 
ceded regulation. Only in the coming 
months will the government publish the 
formulae governing generators’ tariffs, and 
move to set up an operating authority to 
oversee access to the grid. For now, the gov- 
ernment has pegged tariffs to inflation for 
the next five years. Critics say consumers 
should gain more from privatisation than 
that. But Peter Greiner, the federal energy 
secretary, argues that the only way to 
cheaper power is plenty of it; so the priority 
must be to attract new investment. That is 
on its way: by June, Eletrobras, the federal 
holding company, hopes to have signed 
eight contracts with private-sector produc- 
ers involving investment of $3.3 billion. 
Rio’s citizens may soon be able to turn on 
their air-conditioners without blowing the 
city’s fuses—albeit at quite a price. 





The politics of 
the dirty war 


BUENOS AIRES 


RESIDENT CARLOS MENEM and op- 

position leaders surprised Argentines 
last month: for once, they were in harmony. 
The reason was ex-Captain Alfredo Ignacio 
Astiz and his unabashed defence of his ac- 
tions in the days of military rule. Both sides 
called on the navy to stop his pension and 
for prosecutors to look into possible crimi- 
nal charges. And there the harmony ended; 
by now, the opposition itself is split. 

The “dirty war" of the military juntas of 
1976-83 was supposedly consigned to his- 
tory by their democratic successors. In 1986 
what is now called the “full-stop” law pre- 
vented further trials of uniformed torturers 
and murderers. In 1987 the law of “due obe- 
dience” made “I was ordered to do it” a 
valid defence for those still facing them. In 
1989 and 1990 came pardons for the few 
who had been found guilty. 

But the blood of 15,000 people—30,000, 
say some—is not easily washed away. Feel- 
ings remain deep. Enter two little-known 
congressmen from Frepaso, a party formed 
in 1994 by defectors from Mr Menem's 

Justicialist Party. They proposed a bill to an- 
nul the full-stop and due-obedience laws. 

They made little headway, until Mr 
Astiz—one of more than 1,000 former ju- 
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Fernando Henrique Stability 


OST presidents seeking re-election 
boast of what they have built, cre- 
ated, spent on popular causes or, in the 
matter of taxes, cut. Not Fernando Hen- 
rique Cardoso. In October, Brazil's presi- 
dent will face the voters standing on a 
platform built, above all, of a currency, 
the real, which he dreamed up as finance 
minister in 1994. Brought into use that 
summer, it throttled Brazil’s raging 
hyperinflation and earned Mr Cardoso, 
who had meanwhile resigned to run for 
the presidency, an instant leap in the 
polls, and ultimately a landslide victory. 
But can it do so again, amid the swirls 
and storms blowing in from Asia? 

In a recent interview with The Econo- 
mist, Mr Cardoso stuck to his guns. Any- 
one challenging the real, he said, would 
court “political disaster". No mere cur- 
rency, the real is to him and, he reckons, 
to most Brazilians, a symbol of stability. 
But what about devaluing it a bit, given 
Brazil's slowing economy and the com- 
petition from newly cheapened Asian 
exports? Whether before or after the elec- 
tion, that too would be a disaster, he says. 
He would, wouldn't he? Yet Mr Cardoso 
has reason to mean what he says. He re- 
members how an earlier anti-inflation 
plan based on a new currency, the cru- 
zado, was killed off in 1986-87 by— 
among other things—devaluation soon 
after the then president's party had done 
well in congressional elections. 

Mr Cardoso's difficulty is Brazil's eco- 
nomic slowdown. Pressure on the real in 
October and November forced him to 
make budget savings of $18 billion 
through tax rises and cuts in government 
spending, and to raise interest rates to 
43%. Those rates are gradually easing: the 
central bank’s base lending rate dropped 
from 38% to 34.5% on January 28th. But 
such a tourniquet will still squeeze eco- 
nomic growth down to 2%, maybe even 
less, this year, and unemployment will 
creep higher. 

Though that slowdown has not yet 
hurt Mr Cardoso much in the opinion 
polls, formally he remains coy about 
whether he will run for re-election at all. 
His decision will be announced in June, 
he says—but it is “highly probable” that 
the answer will be yes. Of course, one can 
say: why else would he have spent so 
much political capital getting the con- 
stitution changed to allow him to com- 
pete for a second term? For ambition's 
sake, yes, he agrees; but also to preserve 
his clout with a recalcitrant Congress. In 
truth, it was the risk to the real that 
helped him push Congress into accept- 





Devalue? Here's why not 


ing his fiscal squeeze and moving ahead 
with crucial reforms to the civil service 
(which were given a first-round vote in 
the Senate this week) and to pensions 
(ditto in the Chamber of Deputies). 

In a political system that requires so 
much pressure and haggling to get any- 
thing done, why would anyone want a 
second term? Well, says Mr Cardoso, 
once those two constitutional reforms 
have been passed—as others have al- 
ready—governing will be plainer sailing. 
His first few years were spent mainly on 
economic reforms. In 1996 the banking 
system had to be revamped, and was the 
main reason, he claims, why Brazil will 
be no Thailand. Privatisation was 
speeded up, and ahead lies a huge pro- 
gramme of sales in telecoms, energy, 
public-sector banks, oil and more, com- 
pleting Brazil’s change from being what 
Mr Cardoso calls the old “producer 
state” to a “regulatory state”. 

For now, he is Mr Stability: unless 
Brazilians lose their fear of inflation, his 
chances in October will remain strong. 
In the longer term, however, Mr Cardoso 
reckons his biggest achievement will lie 
in his reform of the state: not just in pri- 
vatisation, but in a wholesale decentral- 
isation of the state apparatus, particu- 
larly in education and health, and in 
replacing ministries with regulatory 
agencies, harder for political parties to 
control. The aim, he says, is to destroy 
"clientelism", making it far less attrac- 
tive to be minister of, say, transport, or 
energy. A noble aim, though it might 
make it a bit less easy to form a cabinet. 
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nior officers who have benefited from these 
laws—broke silence, brashly telling a maga- 
zine that he and others had been right in 
“cleaning” Argentina of guerrilla groups. 
The opposition alliance, which links Fre- 
paso with the ancient, soft-left Radical 
party, called a debate in Congress. There 
was just one problem: the then president 
responsible for the two laws was Raul Al- 
fonsin, still a leading Radical. 

Frepaso’s leading figures, Carlos “Cha- 
cho” Alvarez and Graciela Fernandez Mei- 
jide, had strongly supported annulment of 
the two laws; Mrs Fernandez Meijide, 
whom many fancy as the alliance's presi- 
dential candidate for 1999, lost a son dur- 
ing the dirty war and has never learned his 
fate. But the Radicals were far from consen- 
sus. Mr Alfonsin, striving to keep the alli- 
ance intact, argued that the vote would be 
merely symbolic. Fernando de la Rua, 
mayor of Buenos Aires, who now heads the 
party, and has his own ambitions for 1999, 
countered that annulment of the laws 
would split the country and be a distrac- 
tion from more important legislation. 

The result was an 11th-hour compro- 
mise: rather than annul the laws, reopen- 
ing the past, alter the military penal code to 
rule out “obeying orders" as a defence in 
future. Justicialist leaders gleefully rejected 
the compromise. A bill of this magnitude 
“isn't written in 24 hours", said Humberto 
Roggio, their lower-house leader. The de- 
bate scheduled by the opposition for Febru- 
ary 4th never came to a vote. The session 
was closed for lack of a quorum, both sides 
accusing the other of sharp practice, and 
proceedings ended in a free-for-all scream- 
ing match, with human-rights activists 
rushing onto the floor of Congress and two 
members trading blows. Pathetic, said the 
Mothers of the Plaza de Mayo, and others 
interested in the fate of the “disappeared” 
of 1976-83, demanding that efforts go to- 
ward making today’s brasshats reveal what 
really happened to their loved ones. 

For the alliance, the blow was severe, 
heightening existing doubts that its two 
groups can really agree on a joint presiden- 
tial and vice-presidential slate for 1999. Mr 
Alvarez and Mrs Fernandez Meijide had 
the grace to apologise, and the alliance, say- 
ing it would not take part in a debate re- 
scheduled for this week, tried to put the fi- 
asco behind it. 

The issue will not disappear, however. 
The bill has been sent to a congressional 
committee for study, and will resurface. Mr 
Astiz remains under investigation, while 
his sometime boss, Admiral Emilio Mas- 
sera, a former junta member pardoned by 
Mr Menem, has been summoned to testify 
in court on March 19th. He will be grilled 
by families of the disappeared. Not that 
they can be sure of answers: still officially a 
navy man, he is entitled to stay silent. 
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Canada 
Daniel in the 
satirists' den 


MONTREAL 


UCIEN BOUCHARD, the separatist pre- 
mier of Quebec, is at least the fourth, ar- 
guably the third, maybe even second best- 
known of Canada’s politicians. Daniel 
Johnson, leader of Quebec’s provincial Lib- 
erals is rapidly winning an unchallenged 
first place—as the most ridiculed of them. 

The darts recently aimed at him have 
been less than subtle. One radio talk-show 
host said that Mr Bouchard, who is one- 
legged, would best Mr Johnson in any con- 
test, “even the 100-metre sprint”. A cartoon- 
ist spelled out the word “pathetic”, lest 
anyone miss the point of his caricature of a 
dumbstruck Mr Johnson. Nor is the ridi- 
cule coming from the province's ruling 
Parti Québécois (PQ): most of it has come 
from the federalist camp, which, in theory, 
Mr Johnson leads. It hardly makes the ideal 
run-up to the provincial election widely ex- 
pected this year, perhaps even this spring, 
and—if the Po wins—yet another referen- 
dum on secession thereafter. 

What has gone wrong? No cabal is plot- 
ting against Mr Johnson, no pretender to 
his threadbare mantle waiting impatiently 
in the wings. The short answer is that Que- 
bec's federalists have at last realised what 
Mr Bouchard and the Po have known for 
years: that separatism's best assurance of 
success is called Daniel Johnson. 

Poor Mr Johnson has done nothing spe- 
cial to deserve this new outpouring of 
venom—and that is why it is pouring out. 
The technocratic scion of one of Quebec's 
leading political families, he has never 
been a man to cut much of a figure, and 
lately he has been so absent from public de- 





No electricity here 


bate as to be invisible. That might have 
been all right any other winter. But in last 
month's ferocious ice storm, Quebeckers 
wanted their leaders on hand. And just 
that, for two straight weeks, Mr Bouchard 
was. He limped from press conference to 
emergency shelter to helicopter-borne 
photo-opportunity. Where there were 
stricken Quebeckers, there was their pre- 
mier, not chopping firewood or shinning 
up battered electricity pylons, maybe, but 
promising relief, handing out cheques and, 
of course, improving his own prospects of 
re-election. And Mr Johnson? He was as ac- 
tive as a tree entombed in ice. 

His explanation: he is above exploiting 
a weather crisis for political ends. As critics 
remarked, he might at least have used the 
quick and generous response to the disaster 
from the rest of Canada as a federalist sell- 
ing-point to the 2096 of undecided Que- 
beckers. Is he simply waiting for the elec- 
tion campaign before getting to work? It is 
true that he is at his best once the pressure is 
on, and usually exceeds expectations. 

Or could it be that he feels a trifle cool 
towards the rest of the country, and is not 
inclined to sing its praises? Quebec's Lib- 
eral leaders have often felt squeezed be- 
tween their federalist allies elsewhere and 
their own voters, and Mr Johnson these 
days is especially uneasy. The govern- 
ment—led by Jean Chrétien, a Quebecker 
much disliked by separatists—last year 
asked the Supreme Court to decide 
whether, constitutionally, Quebec could se- 
cede at all. Hearings are about to begin. 
Though a ruling is still months off, Mr 
Johnson and most other Quebeckers feel 
that referring so political an issue to Cana- 
da’s highest court will only fuel support for 
independence. 

At the least the notion that a federal in- 
stitution can decide Quebec's future should 
help Mr Bouchard as he heads into his first 
provincial campaign since taking over the 
PO after it lost the 1995 ref- 
erendum. Not that he 
seems to need any boost. 
His cabinet may be racked 
by infighting between the 
old guard and the new, be- 
tween hard-line separatists 
and  soft-pedallers, but 
most Quebeckers take a PQ 
victory for granted. 

Mr Johnson, for his 
part, can look back to 1966 
and another politician 
who was written off long 
before election day. He too 
faced an unwinnable fight 
in Quebec against a politi- 
cian, its then premier, 
thought to be unbeatable; 
and won it His name: 
Daniel Johnson, Senior. 
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The days before Iraq's 


storm breaks 


BAHRAIN, CAIRO, WASHINGTON, DC 


As America prepares to bomb Iraq, rejecting compromise, the world splits 
into pros and antis and people who wish it wasn't happening 


Y THE middle to end of next week, said 
an American defence official, the vast 
armada of weapons and forces deemed 
necessary for attacking Iraq will be in place. 
Diplomatic efforts to forestall the bom- 
bardment have intensified, with much 
travelling and suggestions of possible com- 
promises over United Nations weapons in- 
spection. Saddam Hussein has started to 
move in the direction ofthe UN's demands. 
But will he move far enough, in time? 

Kofi Annan, the UN secretary-general, 
urges his members to find 
a way of helping Saddam 
Hussein to escape from the 
corner he has painted him- 
self into, without too much 
humiliation. “If we main- 
tain fundamentalist or 
purist positions,” says Mr 
Annan, “we will not find a 
solution.” But America, in- 
sisting that the UN weap- 
ons inspectors must be al- 
lowed unfettered access to 
all the sites they wish to in- 
spect, is not interested in 
partial solutions, let alone 
a deal that allows the dicta- 
tor to get away with his dig- 
nity intact. Alas, for Mr 
Hussein the maintenance 
of dignity, by hook or by 
crook, may well seem es- 
sential: an undisguisable 
show of weakness would be tantamount to 
political suicide. 

Iraqs foreign minister, Muhammad 
Said al-Sahaf, who is travelling the Arab 
world in search of support, has confirmed 
that Iraq is ready for a compromise on the 
lines of a Russian proposal. According to 
this, the 68 “sensitive sites” that Iraq has de- 
clared off-limits would be opened, but not 
unconditionally. The particularly awk- 
ward eight “presidential” sites (each one, 
says Mr al-Sahaf, consisting of “tens of 
homes and palaces”) would be open to new 
teams of experts from the Security Coun- 
cil’s five permanent members and from 
countries that are members of the UN’s spe- 
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Awaiting a miracle 


cial commission, UNSCOM. These experts 
would be allowed to “investigate by all 
technical means ... and take any amount 
of time that they want, from one month to 
two." Even the outbuildings would not be 
closed to them. But they would report to the 
Security Council, not UNSCOM. Tariq Aziz, 
Irads main negotiator, confirms this. 
"UNSCOM is the adversary," he says. "It 
should not be the judge.” 

Another idea, given an airing in the 
Arab press, suggests that Iraq opens the 





tricky eight sites to a new UN team that in- 
cludes Richard Butler, UNSCOM's inspec- 
tor-in-chief, as vice-chairman but has a 
chairman appointed by Mr Annan. Ac- 
cording to an Arab League official who 
went to Baghdad last week, Mr Hussein is 
ready to fall in with any solution that 
Egypts President Hosni Mubarak ad- 
vances. But on February uth, Mr Mubarak 
said flatly that there was no Arab initiative 
to solve the Iraqi crisis. 

The same day, President Bill Clinton 
confirmed that nothing less than “full and 
free” access to the sites would do. Bill Rich- 
ardson, America’s envoy to the UN, had al- 
ready ruled out “any deals or compro- 





mises”. Britain’s foreign secretary, Robin 
Cook, told the House of Commons that 
Iraq's offers so far “fall well short". Arabs 
are beginning to be sceptical that any non- 
war alternative would be acceptable. “The 
tactic is to block every avenue for compro- 
mise,” wrote an Egyptian commentator in 
Al Ahram Weekly, * ... pulling new issues, 
like rabbits out of a variety of hats, so that 
by the time the enemy has succumbed in 
one major area, that area has been 
marginalised, and another major area tops 
the agenda.” The logic of war could be win- 
ning over the logic of peace, says Tunisia’s 
President Zine el-Abidine Ben Ali. 

The pattern of alliances is very different 
from what it was before the 1991 Gulf war. 
America is strongly backed by other Eng- 
lish-speaking westerners—Britain, Austra- 
lia and Canada—and can count on quali- 
fied support from Germany, Spain and 
some other European countries plus the 
smaller Gulf states. Against the use of force 
is an unusually united 
block of larger Arab coun- 
tries plus Russia, China 
and France. Although few 
of these critics have a good 
word for Mr Hussein, they 
question the purpose, the 
efficacy and the morality of 
bombing his country. 

Yet the assiduous visits 
to the Gulf region by Amer- 
ica’s foreign and defence 
secretaries are paying divi- 
dends. The Americans 
have failed to win over 
Saudi Arabia, by far the 
most important Gulf state 
and the only one whose 
military co-operation they 
actually need. But William 
Cohen, the defence secre- 
tary, has managed to win, if 
not the support, the ac- 
quiescence of most of the other Gulf states. 

Except for Kuwait, they would un- 
doubtedly prefer their neighbour not to be 
bombed. The Iraqi people, they say, have 
suffered enough, without fresh torment. 
They also question the long-term effects of 
an intense, sustained bombardment that 
could leave Iraq in bits, its north gobbled 
up by Turkey, its south by Iran, its middle 
decapitated. But the Gulf rulers depend on 
the American shield not only for the secu- 
rity of their statelets but also for the security 
of their own monarchical families. So, one 
after another, they have agreed that landing 
rights would, if necessary, be given to the 
American forces or existing agreements 
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would not be withdrawn. 

Even Egypt may in the end not kick up 
much of a fuss. When Mr Mubarak met a 
group of intellectuals this week, he listened 
to their passionate talk about the need to 
confront the West but replied that Egyp- 
tians had to recognise their weaknesses and 
put national interests first. The implication 
was that it would not be worth Egypt's 
while to stick out its neck to save Iraq. 

Jordan, too, is cautious. It suffered po- 
litically from backing Iraq in the Gulf war 
and is not going to do that again. King Hus- 
sein is treading a tightrope. He is depen- 
dent on Iraq for cheap oil, and is conscious 
of widespread support for the Iraqi people. 
But he cannot afford to offend the United 
States, as he did in 1991. So he has spoken 
out against any attack on Iraq, but nonethe- 
less insists that Mr Hussein must co-oper- 
ate fully with the weapons inspectors or 
face the consequences. The government has 
banned all demonstrations to prevent any- 


Please, says Arafat, 


RAMALLAH 


N 1991, Yasser Arafat decided to side 
with Iraq because the Palestinians 
could not “but be in the trenches against 
Israel and the champions of Israel”. It 
turned out to be one of his most disas- 
trous mistakes. In the war's aftermath, Mr 
Arafat and his people found themselves 
isolated in the Arab world, abandoned by 
their paymasters in the Gulf and con- 
fronted with 300,000 new refugees 
kicked out of Kuwait and Saudi Arabia 
for the sin of backing Saddam. 
This time, therefore, Mr Arafat is be- 
ing ultra-careful. His public comments 





Set a Palestinian to catch a Palestinian 


body marching in support of Iraq. 

The Americans, for their part, welcome 
all foreign support but have made it plain 
that they are willing to bomb Iraq with or 
without it. The Clinton administration 
takes a rather similar attitude towards its 
own Congress. It maintains that laws 
passed after the Gulf war allow it to bomb 
Iraq without congressional approval. All 
the same, it would much prefer to have 
Congress's bipartisan support. 

Trent Lott, the top Republican in the 
Senate, has suggested that America should 
be trying to remove Saddam Hussein, 
rather than bombing his country. He and 
other Republicans urge the administration 
to support Mr Hussein's domestic oppo- 
nents, broadcast propaganda into Iraq, 
and be imaginative about other measures 
that might erode the dictator’s power. Dem- 
ocrats grumble that the president ought 
really to seek congressional permission. 

Yet, because removing Mr Hussein is re- 


not that again 


echo those of virtually every other Arab 
leader: Iraq should comply with UN reso- 
lutions, but the Palestinian Authority (PA) 
would prefer a diplomatic solution. This 
line has preserved the PA's shaky relations 
with America. But it has done little to en- 
dear Mr Arafat to his own people. 

Over the past month, the Palestinian 
press has been full of reports of Iraqi chil- 
dren dying in hospitals for want of medi- 
cine, of Iraqis selling their kidneys for a 
few hundred dollars and of public ser- 
vices in ruins. This unjust punishment of 
an innocent people, say the Palestinians, 





markably difficult, and criticising the 
American president in time of war is not 
done lightly, Congress is likely to pass a 
vague resolution supporting President 
Clinton’s Iraqi policy. It could then be only 
a matter of time. The bombing, many think, 
will start once the fun of the winter Olym- 
pics comes to an end on February 22nd. 





Turkey and Iraq 


Watch out for 
the Kurds 


ANKARA 


pourvu supporters of the war 
that booted Iraq out of Kuwait, the 
Turks are now watching events with appre- 
hension. They, too, learnt a lesson from the 
1991 war. After it, Saddam Hussein, sup- 


| 
is the result of the UN’s seven-year em- 
bargo on Iraqi oil sales. They go on from 
there to accept Mr Hussein’s defiance of 
the UN’s inspectors as a justifiable bid to 
end an impossible situation. 

Last week, committees were set up in 
the West Bank and Gaza to rally support 
for Iraq. Embarrassingly, these commit- 
tees were led by Mr Arafat's own Fatah 
movement. Worse, the demonstrations 
that followed quickly turned into pro- 
Saddam parades, accompanied by calls 
for Iraq to bomb Tel Aviv and by the ritual 
burnings of the Israeli, American and 
British flags. Alarmed by the impact of 
such images on the world's television 
screens, the PA on February 8th banned 
all demonstrations. 

The ban has the secondary aim of pre- 
venting Palestinian discontent from 
spinning dangerously out of control. 
Demonstrations in Bethlehem and Ram- 
allah last week saw Palestinian youths 
peel off from the pro-Saddam marches to 
throw stones at Israeli army checkpoints. 
Israeli restraint, and swift intervention by | 
the Palestinian police, averted whatcould — 
have become armed battles akin to those 
that erupted in September 1996, when 80 
Palestinians and 15 Israelis were killed. 

For most Palestinians, the threat of 
American military action against Iraq is 
inextricably linked to America’s failure to 
make Israel implement long-standing UN 
resolutions, let alone the peace agree- 
ments that it has signed, the Knesset has 
endorsed and the Americans have guar- 
anteed. The double-standards charge is 
ubiquitous. In the words of Hanan Ash- | 
rawi, the Palestinians’ minister of higher 
education, the Iraqis may be outside the 
law, but the Israelis are above it. 
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: pressing a Kurdish uprising d | E 
 ugees into Turkey. This later led o Kurdish 
 semi-independence in northern Iraq. The 
Turks abhor a development that encour- 

. ages Kurds to be self-governing—and has 
also made it easier for Turkey's own rebel- 











~ lious Kurds to hole up with their Iraqi cous- 
ins. Moreover, : eft Turkey, whose 
-south-east relied with Iraq, out of 
"pocket. Although profitable snuggling goes 
con, UN sanctions ha pe ed to keep Tur- 
- key's poorest provinces poor. - 


~-. For all that, Turkey has tried its best to 

be accommodating since America, its reli- 
. able friend, started drumming up support 
: for military action. When Ismail Cem, Tur- 
- key'sforeign minister, went to Baghdad last 

. week, he told Mr Hussein to expect no help 
- from Turkey unless he complied with UN 
- resolutions. President Bill Clinton fired off 
e-stiffening letter to President Su- 
mirel, Since then, Mesut Yilmaz, 
e minister, has announced that 
feels threatened by Iraqi chemical 
eapons and is thinking of asking America 
for Patriot missiles. "If Iraq does not heed 
arnings,” he said, "it cannot com- 
ain at Turkey's future attitude.” 

‘The more Turkey gets involved, the 
:omfortable theAmericans feel about 
ncirlik, the air base from where they, 
_and Turkey enforce a no-fly zone 
orthern Iraq. The Turks confirm that 
Ye Americans can use Incirlik to recover 
iny pilots shot down over northern Iraq. It 
s unlikely that the Americans will ask to 
ise the base to bomb Baghdad—as they did 
-in1991—but Mr Yilmaz has not ruled it out. 
— "Turks worry whether America can be re- 
— lied on to rule out the possibility of a Kurd- 
- ish state in northern Iraq. The Turks are tak- 
ng no chances. Since last May, periodic 
-raids on Turkish Kurdish guerrillas in 
iorthern Iraq have been replaced by a per- 



































-inside Iraq. This week, reports from the bor- 
- der suggested that this presence had been 
-increased by 7,000 troops whose job would 
beto prevent any new influx of Kurdish ref- 
. ugees. Turkey denies this but has confirmed 
reports of bombing raids into north Iraq. 
The Turks have never forgiven the West for 
trying to foist a Kurdish state on them in 
1920. Their fears ofa repeat live on. 








-iran 
Kiss at your peril 


TEHRAN 


A UHAMMAD KHATAMI has made 
AYA much of the rule of law and the en- 
- couragement of a “civil society” since he 
< took over Iran's presidency last August. But 
-he speaks from a country where justice 
takes a backseat to ideology. Nearly two de- 
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s des after the 1979 Islamic 


on sharia, or Islamic law, 


sexual and political miscon- 


"manent Turkish presence, varying in size, 


revolution, Iranian justice is 
still tarnished by arbitrary de- 
cisions heavily influenced by 
religious and revolutionary 
concerns. Ás recently as July 
1996, the country adopted a 
tough new penal code based 


which takes supremacy over 
civil law. This lays down the 
death penalty for a range of 


duct, notably adultery, rape 
and spying. 

The latest victim of this 
law is a German business- 
man, Helmut Hofer, aged 56. 
A non-Muslim, he was ar- 
rested and jailed T Septem- 
ber for having "illegitimate" 


sexual relations with an Iranian Miis 


woman. Last week, the German foreign 
ministry announced that Mr Hofer had 
been sentenced to death, a report that has 
been confirmed by Iranian newspapers, al- 
though not by the authorities. 

Mr Hofer is the first foreigner to be con- 
demned to death in the Islamic republic for 
a sexual offence. Others have been sen- 
tenced to death for spying or proselytising, 
although the sentence has never been car- 
ried out. But Mr Hofer's case is baffling. 

The Iranian authorities have not dis- 
closed any details of his alleged crime but, 
under Islamic law, Mr Hofer would not 
have risked execution if the Iranian 
woman he is said to have had sex with were 
unmarried. The Islamic code calls for 99 
lashes for sexual dalliance between unmar- 
ried partners. The beating can be avoided if 
the man (unmarried or not) weds the 
woman (who has to be unmarried) with 
whom he has had relations. If the man is a 
non-Muslim, he is required to convert to Is- 
lam first. The death penalty applies only to 
cases of adultery, and one newspaper 
claims that this was Mr Hofers problem. 
But for that, the court would first demand 
four male or eight female witnesses to the 


adulterous act. 


` Germany has expressed shock over the 
death sentence, saying it flies “in the face of 
all principles of justiceand humanity". The 
head of Iran's judiciary, Ayatollah Muham- 
mad Yazdi, has sought to soothe matters by 
announcing this week that the German had 
been provided with a lawyer and would be 
allowed to appeal against his sentence. But 
the Iranian foreign ministry has reacted an- 
grily to Germany's “meddling”, saying that 
it "should not make a simple judicial case 
into à political one." 

Germany and Iran were just recovering 
from a diplomatic storm that broke last 
April after a German court ruled that Iran's 
leaders were behind the assassination of 
Kurdish dissidents in a Berlin restaurant in 





1992. The r row ended i in November vhi T 


their leaders. Politics and justice should no 


















the EU's envoys, who had all been recalled. 
in solidarity with Germany, trooped bac 
to Tehran (Iran took pride in the fact that 
the Europeans had "caved in" to its condi- 
tion of having the German diplomat arrive. 
one week after the others because of the 
“wounds” his government had inflicted on ° 
the Iranian people) The Eu foreign minis- . 
ters are supposed to meet on February 23rd ` 
to examine the possible resumption of the — 
“critical dialogue” with Iran. The Iranians 
have already said that they do not want any | 
future dialogue to be “critical”. 

President Khatami speaks more 
warmly about western countries than his: 
predecessor did but he is under pressure to: 
give priority to ideological considerations. 
He is faced with hardline newspapers that. 
are calling on the authorities to hang Mr. 
Hofer to teach.a lesson to foreigners who 
fail to conform to the theocracy’s laws. 
“Westerners like to see the Islamic republic 
compromise its laws in the interest oflech- ~~ 
ers and morally corrupt people, sothatour — 
society will turn into one palatable to = = 
them,” thundered the fundamentalist . 
daily, Jomhuri Islami. 

A newspaper reported this week that 
iran would exchange Mr Hofer for an Ira- 
nian sentenced to life imprisonment by the 
German court for his role in the Berlin mur- 
der. In the past, Iran has released convicted 
foreigners for political reasons. A German 
engineer, Helmut Szimkus, sentenced to 
death in 1992 for spying for Iraq, was later 
pardoned after intense German lobbying. 

The trouble is that Iran is not now in the 
mood for compromise: it feels that past fa- 
vours were not reciprocated. Iranians were 
deeply hurt when the German government 
backed the Berlin court's verdict against: 
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be confused, they were told. So why, 
demand, are they now being aid to 
fere in Mr Hofer's case? DS 


INTERNATIONAL 


nm 





Somalia 


The warlords make peace at last 


STRANGE air of normality is settling 

over Mogadishu, Somalia's capital. Af- 
ter more than six years of fighting and fear, 
its people can approach, and cross, the 
“green line", a scar of shattered buildings 
and rubble slashed across the city centre. 
The guns, which once poured shells into of- 
fices, hospitals and homes, are gone. 

Among those who crossed the green 
line last week was Ali Mahdi Muhammad, 
ruler ofthe north ofthe city. Itwas not just a 
symbolic gesture. He paused at the remains 
of the city's most luxurious hotel, which he 
owns. Rebuilding the city and opening its 
docks and airport is now everyone's hope. 

It could happen. An agreement was 
signed in Cairo last December by the two 
main political-military groups in Somalia: 
the National Salvation Council, led by Mr 
Ali Mahdi, and the Somali National Alli- 
ance, led by Hussein Aideed, son of the late 
General Muhammad Farah Aideed. Ever 
since the Somali state collapsed in early 
1991, these two groups have fought for the 
capital. Dozens of agreements have been 
signed, but all have collapsed, often within 
hours. The Cairo agreement, however, is 
different: it plots the structure of a future 
Somali state and the transitional govern- 
ment that will create this state. 

How did Somalia’s vengeful clans come 
to agree? For a start, nearly everyone is fed 
up with war. The fighters are no longer he- 
roes and the warlords are losing support. 
Mobile phones are now more fashionable 
accessories than AK-47s. Somalia’s traders 
have been doing remarkably well recently 
and their success has undermined the 
small fiefs created by war. Moreover, the 
Cairo agreement was signed by two broad 
alliances that include most of Somalia’s 
main political clan-based groups. 
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Not everyone is happy with the agree- 
ment, in particular the Republic of Somali- 
land, the north-western, formerly British- 
run, chunk which unilaterally declared 
independence in 1991. Its rulers fear that a 
reunited Somalia might want to claim it 
back again. So they stayed away from Cairo 
but say they are open to talks when the 
south has a proper government. 

Another problem is that the Cairo 
agreement is essentially between Mr Ali 
Mahdi and Mr Aideed. The agreement stip- 
ulates that their organisations will have 80 
delegates each at a 465-member national 
conference which will carry the peace pro- 
cess forward, choose a 13-man council to 
elect a president and set up a transitional 
government. All the other delegates will 
represent Somalia’s clans. But Mr Ali Mah- 
di and Mr Aideed are both from the same 
Hawiye clan. Why should they get special 
representation? A new Somalia could be 
dominated by the Hawiye clan, claim their 
opponents, and they have found a sympa- 
thetic ear in Ethiopia. 

The Cairo talks, sponsored by Egypt, 
took over from talks organised by Ethiopia. 
The Ethiopians were furious, accusing 
Egypt of hijacking the process. They helped 
Somali groups who felt excluded by the 
Cairo agreement, in particular a faction of 
the powerful Darod clan. So another meet- 
ing was held. Mr Ali Mahdi agreed to 
changes, but Mr Hussein has not done so 
yet. The changes may increase some clans’ 
representation in the national conference. 
But it is an open secret that Mr Ali Mahdi 
and Mr Aideed have agreed that the first 
should be president and the second prime 
minister. That, it seems, is the price other 
Somalis will have to pay for peace. 
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South Africa 


Half bubbling 


CAPE TOWN 


EMOCRACY usually turns President 

Nelson Mandela’s opening of parlia- 
ment into something ofa fashion show. But 
even the ethnic finery was muted last week. 
Asan index of political energy, the first day 
of the fourth annual session did nothing to 
counter the feeling that South Africa’s par- 
liament is losing its fizz. 

Mr Mandela promised crucial legisla- 
tion, including a bill to compel recalcitrant 
employers to implement preferential hir- 
ing. But the sense of urgency has waned. Al- 
though the president remains the country’s 
most valuable human asset, his moral au- 
thority is not what it was. His speech gave 
the impression that, though the problems 
ahead are huge, new ideas are scarce. And 
several of his ministers began the new ses- 
sion with little more than a tired resumé of 
their policy goals. 

The worst problem facing the govern- 
ment is unemployment. This now blights a 
third of the population and is rising. The 
end of South Africa’s isolation meant that 
companies had to cut jobs to be competi- 
tive. New investment has been concen- 
trated in capital-intensive industries, and 
anyhow is below expectations. Making un- 
employment worse, there are about to be 
needed cuts in public-service staff to help 
the government meet its tight deficit tar- 
gets. Analysts expect the economy to fail to 
achieve even the government's modest 
forecast of 2% growth this year. 

But if the parliamentarians seemed 
tired, the South African revolution is bub- 
bling away outside. In the same week as 
parliament opened, Gold Fields, the first of 
a new generation of gold producers, was 
listed on the Johannesburg Stock Exchange. 
There has been a wave of reforms and merg- 
ers among banks and insurance compa- 
nies. Public hearings began in Johannes- 
burg that will lead to the licensing of South 
Africa's first commercial television chan- 
nel. And the High Court in Pretoria ruled 
that the female partner of a lesbian police 
officer was entitled to the same medical in- 
surance as any other police spouse. 

In other words, it is all go in the real 
world. The changes are a direct result of 
South Africa's new constitution, its return 
to the global economy, and the disman- 
tling of apartheid laws that used to pervade 
every aspect of life from the airwaves to the 
bedroom. It may be a hard lesson for for- 
mer activists who risked all for political 
power, but the most flattering response to 
the opening of the new parliament came 
from the financial markets. Traders in 
Johannesburg ignored the event altogether. 
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Russia's part-time president 


MOSCOW 


President Boris Yeltsin is in decline. Russia is drifting with him 


N AIR of fin-de-régne hangs over Rus- 
sia, for all that President Boris Yeltsin's 
second term has run less than half its 
course. His minions hint that he may seek a 
third term. If so, Russia could face six more 
years’ stagnation, not two. Physical decay 
accounts for much of the problem. Mr Yelt- 
sin, 67 this month, was not looking too bad 
by recent standards during his brief visit to 
Italy this week. But he has been a fugitive 
presence in the Kremlin since his heart by- 
pass operation in November 1996. He com- 
municates with the country almost exclu- 
sively through recorded television clips 
and scripted radio broadcasts. His occa- 
sional public appearances yield moments 
of worrying eccentricity. His powers of con- 
centration appear to be failing him. 

And increasingly, Mr Yeltsin's political 
powers seem to be failing him too. He is no 
longer the master of any game save that of 
shuffling his ministers and advisers with 
disruptive frequency. His lack of commit- 
ment and clarity in economic policy has 
helped condemn Russia to a recession far 
longer and deeper than that of most other 
transitional economies. Even now, Mr Yelt- 
sin seems to view declarations of intent as 
an acceptable substitute for action. Last 
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month he presented his government with a 
12-point economic programme of dizzying 
banality, seemingly the work of his Krem- 
lin advisers. Last week he proclaimed with- 
out warning a quite different, and much 
tougher, agenda urged on him by Anatoly 
Chubais, the leading reformer in the gov- 
ernment. And next week, when Mr Yeltsin 
is due to give his annual policy address to 
parliament? It will depend on who has his 
ear, or on the severity of the crisis to be 
managed. 

The upshot is that Russia can hardly be 
said to have an economic policy at all. At 
best it has several, all inef- 
fectual, and several views 
on the result it wants to see 
achieved. Mr Yeltsin says 
the economy must grow by 
2-4% this year. The central 
bank thinks 0-1% is the best 
that can be hoped for. The 
finance ministry seems to 
agree. This week the eco- 
nomics minister forecast 
growth of 1.2% for 1998—at 
the same time as the prime 
minister, Viktor Cherno- 
myrdin, was saying the 
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government must aim for growth of more 
than 2%. 

Adding to the air of disarray, the Rus- 
sian parliament is on the point of passing 
belatedly a budget for 1998 that everybody 
agrees will not be observed. It is said to 
mark progress, in that its assumptions are 
less fantastical than those in the 1997 bud- 
get. The main question this year is whether 
interest rates can be held to the 25% average 
assumed in the budget. Because the govern- 
ment borrows heavily, each percentage- 
point rise in interest rates costs it about 
$600m a year. This week it was paying 
closer to 35% for its money, after a near-run 
on the rouble in late January. Even if rates 
do fall back to 25%, that will still be high 
enough to deter capital investment, a pre- 
condition for economic growth. 

Nor is it only Russia's economy that 
needs new management. In foreign policy 
too, Mr Yeltsin has lost his balance. He used 
to be the dominant figure in a double-act 
with Yevgeny Primakov, the foreign minis- 
ter. Mr Yeltsin would charm the West, while 
Mr Primakov devilled among the old So- 
viet client-states. In recent diplomacy to- 
wards Iraq, however, Mr Primakov seems 
to have persuaded his boss that it is Bill 
Clinton, not Saddam Hussein, who poses 
the bigger danger to world peace. Last week 
Mr Yeltsin said Mr Clinton "might trigger 
offa world war". This week he said that "at- 
tempts by some countries ...to assume a 
role of leader are unrealistic and even dan- 
gerous." Much more of this, and Russia will 
have a cool welcome from the G7 group of 
big industrialised countries when Mr Yelt- 
sin takes his seat at the Birmingham sum- 
mit this spring. 

Another victim of Russia's drifting has 
been the army, which Mr Yeltsin has prom- 
ised to reform time and again, but which 
has gone on decaying. Its neglect is giving a 
succession of rebellious generals an entry 
into politics, each claiming the sympathy 
of a million despairing soldiers. 

General Alexander Leb- 
ed was an early contender 
for the military protest 
vote. He ran for the presi- 
dency in 1996 and finished 
third with 15% of the vote. 
He says he will run again in 
2000, and he may warm 
up by running for a re- 
gional governorship in Si- 
beria in April. Last year he 
was joined on his soap-box 
by General Lev Rokhlin, a 
more plainly mutinous fig- 
ure who has made com- 
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mon cause with the communists. This year 
a third general may overshadow them both. 
He is General Andrei Nikolaev, who re- 
signed last month as head of Russia’s bor- 
der guards and who plans to run for a seat 
in the Duma, the lower house of parlia- 
ment. General Nikolaev, much admired by 
the press, is also tipped as a presidential 
contender. The hardline interior minister, 
General Anatoly Kulikov, has remained 
edgily within the government's ranks so far 


Trouble in Tbilisi 


MOSCOW 


but clearly has bigger ambitions. 

The prospect of a general in the Kremlin 
is still, thankfully, a distant one. The bank- 
ers and media tycoons who secured victory 
for Mr Yeltsin in 1996 are busily eyeing up 
the civilian candidates to succeed him. 
Most are thought likely to rally behind Mr 
Chernomyrdin—though last week Vladi- 
mir Gusinsky, who runs both a bank and a 
television station, declared his support for 
Grigory Yavlinsky, leader of Yabloko, a so- 





A president’s best friend 


| VENTS this week in Tbilisi, the Geor- 
| gian capital, have shown why an ar- 
moured-plated Mercedes-Benz remains 
the favoured car of nervous politicians. 
President Edward Shevardnadze was 
given his by the German government af- 
ter an attempt on his life in 1995. On Feb- 
ruary 9th he stepped out of it unscathed 
after another assassination attempt, in 
which the car was hit by an anti-tank gre- 
nade and raked with automatic-rifle fire. 

Had Mr Shevardnadze been driving 
something less robust, the volatile 
Caucasus region might be facing two 
presidential elections mext month in- 
stead of just one. Armenia, next door, 
will be voting for a new president on 
March 16th, after the resignation last 
week of Levon Ter-Petrosian. 

Mr Shevardnadze called the latest at- 
tempt to kill him “a military operation”. 
Russia, he hinted, might share respon- 
sibility. It had sheltered Igor Giorgadze, 
supposed mastermind of the 1995 attack, 
which was a crude exercise in 
destabilisation. But there are other sus- 
pects. This week’s assault might have 
been mounted by relics of the criminal 
gangs disbanded by Mr Shevardnadze’s 
government; or by secessionists from the 
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province of Abkhazia, whose rebellion 
was backed covertly by Russia; or by die- 
hard supporters of Zviad Gamsakhurdia, 
ousted as president of Georgia in 1992. 
More adventurous theories link the 
attack on Mr Shevardnadze to the plan- 
ning of pipelines to carry oil from the 
rich new fields of the Caspian Sea. A col- 
lapse of civil order in Georgia, provoked 
by a presidential assassination, would 
discourage oil firms from laying pipe- 
lines there. They would look more 
readily to rival routes—mainly across 
Russia, or even across the breakaway 
Russian province of Chechnya. Russia 
wants the pipelines for strategic reasons. 
Chechnya wants them for the royalties. 
Georgian police killed one of Mr She- 
vardnadze’s attackers—witnesses said 
there were 12-15 of them. He was carrying 
a passport declaring him to be a Russian 
of Chechen origin. Fake or not, that de- 
tail has caused some to wonder if the at- 
tack might have been staged for yet an- 
other reason—namely, to inflame 
relations between Chechnya and Geor- 
gia. A row with Georgia, its only non-Rus- 
sian neighbour, would render even more 
precarious Chechnya’s survival as a self- 
proclaimed independent state. 


cial-democratic party, in the parliamentary 
elections next year that will precede the 
presidential race. Yuri Luzhkov, the mayor 
of Moscow, and Boris Nemtsov, a first-dep- 
uty prime minister, are also plausible presi- 
dential candidates. 

Then there is Mr Yeltsin himself. Obsti- 
nacy may yet prove the strongest of his fac- 
ulties. "Yeltsin will die a president," says 
Lilia Shevtsova, a political scientist. "The 
only question is when." 





Bosnia 


The protectorate 


SARAJEVO 


N TWO five-hour concerts last weekend, 

Djordje Balasevic accomplished what 
had eluded the Bosnian Serb army in four 
years of siege: he conquered Sarajevo. Arms 
outstretched as if soliciting an embrace, the 
Serbian balladeer sang and spoke against 
his country's war on Bosnia and the politi- 
cians who waged it, as he has done since it 
began. His mostly-Muslim audience wept 
as he took the stage and joined in every 
song as if war and its angry aftermath had 
not kept him away from Sarajevo for seven 
years. “He gives me so much hope,” said 
one woman in the audience. 

Hope no longer looks crazy. For the first 
time since the war ended in 1995, western 
peacekeepers are clearly gaining the upper 
hand over local leaders who keep Bosnia 
divided into armed ethnic camps and ob- 
struct the implementation of the Dayton 
peace agreement. Local media now rou- 
tinely describe their country as a “protec- 
torate", run by the West's civilian "high rep- 
resentative”, Carlos Westendorp, and 
backed by 35,000 NATO led troops. 

Since December, when the countries 
and organisations sponsoring the peace 
process gave him the power to impose deci- 
sions on recalcitrant politicians, Mr West- 
endorp has unabashedly taken over the job 
of nation-building. He has rammed 
through the design of a new currency, the 
“convertible marka” pegged one-for-one to 
the p-mark; imposed uniform licence 
plates, which will encourage people to ven- 
ture outside their ghettos; designed a new 
Bosnian flag; and pushed through citizen- 
ship laws and a new passport regime. 

Now that the Serb Republic, once the 
most intransigent bit of Bosnia, has a pro- 
Dayton prime minister in Milorad Dodik, 
Mr Westendorp is turning his fire on the 
Muslim-Croat federation, Bosnia’s other 
constituent entity. At a conference on refu- 
gee returns in early February, he told Mus- 
lim leaders that aid would stop unless Bos- 
nia’s capital invited back its former Serb 
residents. He has promised to excise from 
the federation’s property law provisions 
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Djordje and the peacemakers 


that block refugees from reclaiming their 
homes. In Stolac, a Croat-held town in 
southern Bosnia that is resisting the return 
of Muslim refugees, Mr Westendorp’s office 
had the police chief sacked and is trying to 
remove the mayor. 

Mr Westendorp’s power to meddle po- 
litically would make a coup-rigging CIA op- 
erative envious. Mr Dodik's election was 
virtually engineered by his office, which 
had a whip on the floor of the Serb parlia- 
ment when it happened. He is now lobby- 
ing western governments to finance the 
Serb Republic’s budget, including the pay- 
ment of all salaries, for the next few months 
while foreign advisers fix the tax-gathering 
system. With his sights on next September's 
elections, in which almost every office of 
significance in Bosnia will be up for grabs, 
Mr Westendorp is contemplating a rede- 
sign of the electoral law so that candidates 
would be obliged to canvass for votes out- 





side their ethnic groups, giving moderates 
an edge. He has called on Bosnia's various 
socialist parties, which, unlike the parties 
in power in the federation, are multi-eth- 
nic, to unite in a single coalition. 

Mr Westendorp’s interventions have so 
far been popular among the silent majority 
of Bosnians who prefer western rule to the 
lawless ways of the nationalist parties. But 
there are worries. One is that the protector- 
ate seems to know no limits. "We do not 
know what we can't do," says one of Mr 
Westendorp's aides. Bosnians may come to 
resent the West's rule or, worse, forget how 
to rule themselves. Another problem is that 
power has not always brought wisdom, or 
even competence. In the past week a $17.5m 
programme to create a non-nationalist tele- 
vision station apparently collapsed in acri- 
mony. A third of the local staff, including 
the news editor, were sacked. Bosnia's pro- 
tectors need a bit of Mr Balasevic's balm. 





Germany and EMU 


Doubts, hesitancy, 


BONN 


AN the euro still be stopped? In Ger- 
many, both a driving force behind a 
single European currency and home to the 
biggest contingent of sceptics, a last-minute 
bid to delay its introduction has drawn rid- 
icule from the government. “I am as sure 
[the euro] will be launched as | am of hear- 
ing ‘Amen’ in church,” said the foreign 
minister, Klaus Kinkel. Maybe, if he does 
not get caught in the traffic that is building 
up alarmingly en route. 
With just 11 weeks to go before a Euro- 
pean summit chooses which countries will 
qualify for the euro, Mr Kinkel's cockiness 
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determination 


looks justified. Chancellor Helmut Kohl 
has staked his career on seeing that Ger- 
many joins the euro on time (next January 
ist). Most of the opposition Social Demo- 
crats, including the party chairman, Oskar 
Lafontaine, are nearly as keen. Opinion 
polls show most Germans hate the idea of 
abandoning their beloved p-mark but—at 
least so far—are becoming resigned to the 
vile prospect. Besides, the Maastricht treaty, 
which Germany's parliament ratified in 
1992, makes no provision for delaying or 
abandoning the euro, which would in any 
event provoke panic in financial markets. 


EUROPE 


That point seems to have escaped the 
155 German professors who in a manifesto 
made public on February 9th urged post- 
ponement for a few years. High unemploy- 
ment, rising public debt and too little eco- 
nomic convergence, they said, mean that 
Europe is far from ready for a single cur- 
rency. Theirs was easily the biggest con- 
certed action so far by German sceptics. 
And it coincided (by chance?) with the 
publication of a pungent new book taking 
much the same line by Reimut Jochimsen, 
an influential member of the Bundes- 
bank's decision-making council. 

Presenting the work before politicians 
end the press in Bonn, Mr Jochimsen de- 
clared that Europe's current problems were 
"child's play" compared with those it 
would face if the euro went ahead on time. 
Only five candidates looked qualified— 
Luxembourg, Holland, Denmark, Ireland 
and Finland. Germany, once a model, had 
become a "problem child"—just as avid as 
its partners in using "creative accounting" 
to meet the Maastricht criteria. Mr Jochim- 
sen's colleagues on the Bundesbank will 
soon have their say when they issue their 
own report on the euro. 

That does not seem to worry Mr Kohl's 
men. One of the chancellor's closest col- 
leagues responded to Mr Jochimsen by say- 
ing the government would "carefully con- 
sider" what "the esteemed gentlemen" had 
to say—and would then go ahead with the 
euro, on time. 

Really? The Bundesbánk's report, likely 
to be issued in April, a few weeks before 
euro-participants are chosen, will not be as 
scathing as Mr Jochimsen has been. Nor 
will it make a formal recommendation for 
or against joining the currency. But it seems 
bound to raise questions about the ability 
of some prospective members (Italy and 
perhaps France) to stick to the Maastricht 
criteria. And it will hardly be able to avoid 
ticking off Germany for *creative account- 
ing"—as, indeed, the government's own 
council of economic advisers (the "five 
wise men") has already done. 

That will offer ammunition to the 
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government taking Germany intotheeuro — s 
in May. In 1993 the court ruled that euro- 





membership had to be based on strict ad- 


herence to the Maastricht criteria, achieved | 
© with “sustained budget solidity”. Surely, - 
` Say the four, if the Bundesbank finds that 
. even one prospective euro member falls. 


<+ short of that standard, the court cannot al- 
. low Germany to join. So far the judges have 
not decided to accept the suit. But the signs 


are that they will, at the latest when the - 


Bundesbank pronounces. 


The enthusiasts say an injunction. 


would make no difference. Under Euro- 
pean law, the German government would 














i . countries, like the Netherlands, which 
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|l i Be Nazi goldat and bank nem 
| Switzerland has a language prob- 


tongues, for the Swiss have four of their 
own. Some 65% speak one variety or an- 
j| other of Swiss-German, 18% French, 10% 
.| Italian and nearly 1% one of the four Ro- 
i" mansh dialects used in some of the val- 
. leys in the canton of the Grisons (alias 
|. Graubünden, Grigioni or Grischun). 
"There are also the languages of the many 
| immigrant workers. The problem is that 
many Swiss parents, not to mention 
< businessmen who want to talk to cob 
| leagues abroad, would like more Swiss 
|! children to go out into the world with a 
| bettercommand of English. 
|. At the moment, English is officially 
| taught for only one or two years before 
|. the school-leaving age of 16. Changing 
| Such practices is never easy in Switzer- 
land. There is no national ministry of 
education. The 26 cantons are sovereign 
in cultural and educational affairs. So 26 
education ministers have to meet in or- 
der to work out recommendations 
which, to become law, then have to get 
through 26 parliaments. That is why it 
took Switzerland more than 20 years to 
| introduce teaching in a second national 
|. language (German or French) at the age 
of 11-plus instead of 14. 
“|. This time, however, one canton, de- 
[^ ciding it had waited long enough, has 
broken the logjam. Zurich, the most pop- 
a ulous of bank Pantons a à d — of the 
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Do you speak English? Jaa, es s bitzli 


E lem. The trouble is not a shortage of 





still be bound to go ahead (as would other oppo: a 











rich's initiative has produced an uproar. 
In educational circles it is argued that 


French will lose its strong position in | 


German-speaking Switzerland (eight 
years of school French up to matricula- 
tion at 19), and that this could endanger 
the political unity of Switzerland. 
French-Swiss politicians are furious. Pro- 
tests about the possible damage to the 
teaching of German in French-speaking 
Switzerland are more puzzling, because 
the German taught there is High Ger- 
man, and in daily life, as distinct from 
formal writing, Swiss-Germans speak 
one ot the other of their very different di- 


alects. Hence the liking for English as a | 


“national link language". 
The 26 ministers have hurriedly set 
up a committee, naturally headed by a 


. professor of French, to work out a policy | 
-by mid-1998. It may well come up with | 


Solomonic recommendations enabling | 
every canton to opt for its own solution. 
The Swiss are not easily regimented. 
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h; especially in the run-up to a general 
election in September. Last summer a pub- 
lic Cap Soon d the government to back 





PARIS 


N22 years of separatist violence, the“ 
Å possible island" has never haken 


France quite like this. On February 7th gun- 


men in a street in Ajaccio, the capital of 


Corsica, killed the prefect, Claude Erignac, 


the highest representative of the French 
state on the island, as he was on his way toa 
concert. Hastening to Ajaccio, President 


| Jacques Chirac said on February 9th that 


“the assassins will be punished . . . We shall 


é - not allow crime and a state of non-respect 
-ofthe law to take root in Corsica." 


. Corsica's 250,000 people have heard it 


-all before. Over the past two decades they. 
~ have seen their idyllic island, wrested by ` 
France from the Genoese in 1768, sink into 


terrorism, corruption and economic de~- 
cline. Successive governments have tried . 
both carrot. and ‘stick, to no avail. The 
bombs still go off at a rate of about 500 a 
year. Many of the bombings are probably 
carried out by criminals rather than sepa- 
ratists, though it is hard these days todistin- . 
guish between the two: the separatist move- 
ment, hopelessly split into factions, is - 
being taken over by mafia-style gangs en- - 
gaged in racketeering and guerrilla warfare. 

It is not yet known who murdered Mr 
Erignac, or why. First suspicions fell on the — 
violent “historic” wing of the Corsican Na- 
tional Liberation Front. A fortnight earlier, 
the front had announced the end of its so- 
called truce with France's new left-wing co- _ 
alition, complaining that the new govern- | 
ment had given no sign of “any real will- 
ingness to turn away from the grave errors _ 
of its predecessors”. Since taking office last 
June, the new lot have been just as tough on. 
the separatists as the previous conservative - 
government had been, at the same time 
continuing its policy of using public 
money to help the island’s battered econ- 
omy. France now provides net benefits of | 
FFr28,000 ($4,600) per Corsican per year. | 

A possible culprit, however, is a tiny off- 
shoot of the front that calls itself Sampieru, 
after a 16th-century Corsican hero. Last Oc- 
tober, this hitherto unknown group admit- 
ted two bomb attacks. Then, last month, the 
group ominously announced its “self-dis- 
solution”, deploring the “dangerous mega- 
lomania" of its own leaders and condemn- 
ing “any actions that might be taken 
against certain eminent representatives of 
the colonial state”. There is no mention of 
Sampieru’s name in the unsigned docu- 
ment that has claimed responsibility for 
Mr Erignac’s murder. But it bears a similar 
logo to that used in the group’s earlier com- 
muniqués, and gives the serial number of 
the gun used in the attack. 

Weary of the i isi unstoppable 
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Corsicans have had enough 


violence, tens of thousands of Corsicans 
marched on Wednesday to back Mr Chi- 
rac’s demand for a return to the rule of law. 
Although most Corsicans want greater rec- 
ognition from Paris of their language and 
culture, the vast majority do not want inde- 
pendence. Next month, the island’s assem- 





bly comes up for re-election. In the previous 
election, five years ago, the Corsican-na- 
tionalist groups won a fifth of the vote and 
a quarter of the 51 seats. This time, it is 
thought, they could be virtually wiped out. 
Mr Erignac’s murder will do nothing to 
help their cause. 





Spain and Portugal 


Ever closer, inside Europe’s Union? 


LISBON AND MADRID 


Plans to devolve power to Portugal’s regions are making some Portuguese 
nationalists fear for the nation’s separate identity within Iberia 


INCE Spain's Philip II took over Portu- 
gal in 1580, the Portuguese have nursed 
a deep fear of invasion. These days, the Ibe- 
rian pair get on a lot better, but the Portu- 
guese—10m of them, to Spain's 40m-—are 
still nervous about their more powerful 
cousins who, over the past decade or so, 
have ploughed big money into businesses 
in Portugal. Many Portuguese worry, too, 
that a plan to grant more powers to their 
regions could give Spain even more clout. 
This recent closeness comes after centu- 
ries of chilly separation. After the Spanish 
garrisons were expelled in 1640, Spain ig- 
nored Portugal while Portugal looked west, 
across the Atlantic. Even when both were 
ruled by dictators, and despite Antonio de 
Oliveira Salazars support for Francisco 
Franco's nationalists during the Spanish 
civil war, relations stayed cool. It took the 
arrival of democracy in the 1970s and a 
shared desire to join Europes common 
market in the 1980s to change the pattern. 
With two Socialists in power at the 
same time—Mario Soares in Portugal and 
Felipe Gonzalez in Spain—it became plain 
that working together on European issues 
made sense. The two countries continue to 
do so, for example, in protecting their sub- 
sidies from newcomers to the Eu. The Por- 
tuguese were furious when it was thought 
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that they might be kept out of the single cur- 
rency and Spain might get in, but both 
countries now seem poised to join together. 
Indeed, Portugal’s credentials (especially its 
more flexible labour market and an unem- 
ployment rate of only 7%) look stronger 
than those of Spain (which has over 20% 
unemployment). 

Other bonds have helped. Spain’s king, 
Juan Carlos, speaks fluent Portuguese, hav- 
ing grown up in Portugal, where his father 
lived in exile. Portugal's president, Jorge 
Sampaio, is keen on Spanish culture. Road 
and air links are getting better. 
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Yet both countries compete, too. Spain's 
MrGonzalez used to be the undisputed Ibe- 
rian leader, especially in European coun- 
cils, during his 13 years in office. These days, 
Portugal's Socialist prime minister, Anto- 
nio Guterres, cuts more of a dash abroad 
than his conservative counterpart in Spain, 
Jose Maria Aznar. And Portugal will be- 
come even more prominent if Mr Guter- 
ress predecessor, Anibal Cavaco Silva, 
manages (as he may) to succeed Jacques 
Santer as head of the European Commis- 
sion—a post Mr Gonzalez may also covet. 

And at a more populist level, re- 
sentments still occasionally surface. The 
Portuguese often feel they export their best 
products to Spain—including, most pain- 
fully, footballers—and get back mass-pro- 
duced goods in return. Spanish television 
series are imitated in Portugal. Spanish 
newspapers such as El Pais and the gossip 
magazine iHola! are widely read across the 
border. The Portuguese understand Span- 
ish more easily than vice versa. 

When the Iberians first joined the Euro- 
pean market, Portugal at first benefited 
more—mainly because its economy was al- 
ready more open. Soon, however, Spain 
pulled ahead. Spain now sells more to Por- 
tugal than it does to the whole of Latin 
America and runs a hefty trade surplus. 

It is the imbalance in investment that 
worries the Portuguese most. There are over 
3,000 Spanish firms in Portugal, compared 
with fewer than 400 in 1989; the Portu- 
guese own 400 firms in Spain. Spain is 
thought to have invested more than 500 
b:llion pesetas ($3.3 billion) in Portugal be- 
tween 1992 and 1995, buying up several big 
banks among other businesses. Take a walk 
down any Portuguese shopping street and 
Spanish names stand out. Multinationals 
have long treated Iberia as a single eco- 
nomic unit—with headquarters in Madrid. 
Portugal refuses to let diplomats based in 
Madrid be accredited to Lisbon, but cannot 
stop foreign firms dealing with Lisbon via 
Madrid. And, though the Iberian duo were 
among the earliest European countries to 
end border controls, there was an outcry in 
Portugal when a recent EU pamphlet had a 
map showing no border at all. 

Portugal's recent plan to devolve power 
to the regions has made many Portuguese 
even twitchier. Portugal has been one of 
Western Europe's more centralised coun- 
tries. The Lisbon government carries out 
93% of public spending, leaving only 7% to 
local councils. In Spain, by contrast, the 
centre controls 58%, the regions 27% and lo- 
cal councils 15%. Some nervous Portuguese 
argue that, if the north becomes more 
autonomous, it may be tempted to snuggle 
up to Spanish Galicia, to which it is already 
close in language and culture—and the Eu's 
tendency to lay stress on the regions may 
speed up this nation-blurring. 
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Dreyfus affair began. Outraged right- 


 thatit was "not Jospin at his best". 


¿u| eration, Mr Jospin hastened to ex- 
FL press his "regrets". 
makes a mistake in political life, and 


. one admits it,” he said in a deliberate 
.dig at past political practice in 
_ France—particularly that of his one- 


nursery of France’s top civil servants 


| seemed to point to an old-fashioned, 


PARLIAMENTARY question on the 150th ann versary of the 

abolition of slavery in France last month gave Lionel Jos- 
pin a golden opportunity—or so he thought—to re-establish the 
left’s traditional claim to the moral high ground in French poli- 
tics. “We know for certain”, France’s upright, Socialist prime 
minister proclaimed, “that the left was for the abolition of slav- 


he went on, warming to his theme, “was pro-Dreyfus [ [a Jewish 
army officer wrongly convicted oftreason in 1884) The right was 
anti-Dreyfus.” 


fus’s supposed left-wing supporters 
Léon Gambetta, a prime minister 
who had died 12 years. before the 


wing deputies stormed out of the 
chamber, demanding Mr Jospin’s 
resignation. Even his aides agreed 


Fearing damage to his carefully 
nurtured image of honesty and mod- 


“When one 


if one has a bit of intellectual rigour, 


time mentor, the Machiavellian Pres- 
ident Francois Mitterrand. 

The incident was revealing. Not 
so much about Mr Jospin’s educa- 
tion—though, as a graduate of the 
Ecole Nationale d’Administration, 


and politicians (including six of the 
past eight prime ministers) he 
should have known better. Rather, it 


doctrinaire view of politics divided 


between the good (the left) and the bad (the right). Was this not 


evidence, his critics wondered, of the gulf separating the 60-year- 


- old's antique socialism from the voguish progressivism of his 


44-year-old British counterpart, Tony Blair? A fair question to 
ask ofa man who expresses his “pride” in having communists in 
his government. But the episode showed something else: Mr Jos- 
pin may fall into traps, mostly of the ideological kind, but he 
also knows how to escape from them. — 

His current spell in government looks like one such trap. Mr 
Jospin came to power last June on a hard-left, Euro-hesitant pro- 
gramme promising the creation of 350,000 public-sector jobs, a 


. cut in the working week from 39 to 35 hours without loss of pay, 


big i increases in wages and social benefits, a halt to privatisation, 


arise in the wealth tax, a rejection of the single currency's stabil- 
-ity pact and so on. But since taking office, Mr Jospin has been 
sounding much less the Studium ideologue, and more the prag- 








) ei 10w proclaims his “full and total com- 
mitment” to Europe. The public-sector deficit has been trimmed 
in line with Maastricht requirements for the euro. 

Nothing radical in that. Indeed, it is all in keeping with the 
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"Lionel Jospin, esca pe a 


ery. One cannot say as much for the right. We know that the left”, 
. do not want a society based on social assistance, but a society 
based on work and productive activity" Mr Jospin intones 
Blairishly. The unemployed rebels have quietly retreated. 
In truth, nothing of the kind is. known. In. a9thcentury D 
France, divisions over slavery and Dreyfus were not along party - 
lines. And Mr Jospin did not help his case iid citing among ird : 


prises. Born into a Protestant family in a Paris suburb, where his 





ist 


orthodox: monetarist policies pursued by French govertiments, 





right and left, over the past 15 years. Meanwhile, the sale of state | 
assets continues. Private pension funds are to be set up. The very. 


rich are not to be squeezed any further. Public-sector wages are 
being held down to around the level of inflation. And, despite 
widespread protests by the unemployed last month, the govern- 
ment has ruled out any big boost to basic welfare benefits. “We 


Taming: France’s obstreperous left would cap a career of sur- 


pystbeaTins father was head ofa school for the handicapped, Mr 
Jospin showed little early promise. 
Everyone was amazed when the self- 
. effacing college economics lecturer 
. waschosen by the newly elected Pres- 
. ident Mitterrand in 1981 to succeed 
. him as head of the Socialist Party. 
| There was even greater surprise 
when, 14 years later, the former party 
functionary with no current party 
post, no elected national office and 


tween 1988 and 1992), not only im- 
posed himself as the Socialists’ presi- 
dential candidate, but went on to 
take the lead in the first ballot, before 
winning a thoroughly creditable 
47% in the run-off. Last summer, he 
astonished even himself by winning 
the snap general election called by 
President Jacques Chirac. 

During his first eight months in 
office, the supposedly grey and rigid 

. Mr Jospin has shown an unsus- 

pected flair for political manoeuvre. 

-| . Take the 35-hour week. Mr Jospin 
35 — himself may not think that this dubi- 
GE24 — ous scheme will create the hundreds 
of thousands of jobs its advocates 
claim. But he is defying employers and even unions to push it 


through, betting that his left-wing allies will then let him enact 


tougher reforms later. A loner without a politician's usual band 
of cronies, he is gradually imposing his authority on his unruly 
troops. While he rarely dazzles, his power of intellect, mastery of 
his briefs and willingness to listen never fail to impress. With 
new popularity and success, he has learnt to relax, smile, even 
joke, though he will never be the back-slapping type. Most 
Frenchmen now think him destined for even greater things. 

But does he have the vision required to adapt the French to 
the 21st century? So far, he has given nosign of it. Although press- 
ing ahead with reforms started by his right-wing predecessor (re- 
vamping the health service, streamlining the armed forces, pro- 
moting morality in public life, and so on), he has so far come up 
with few ofhis own. But he has time. The government, Mr Chirac 
willing, has another four years in office. The disciplines of the 
euro may force the French to change despite themselves. The 


quiet, dogged Mr Jospin could turn out to be the right man to . 


help them through. Much will depend on whether the left recap- 
tures him. Thankfully, Mr Jospin is a master of escape. 
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little government experience (just 
four years as education minister, be- - 
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LEARN THE SECR 


'ETS OF THE SUPER WEALTHY! 





Arnold S. Goldstein JD, LL.M, PhD 


OFFSHORE HAVENS.... and other safe places to keep 

your money in unsafe times ! Introduces readers to, and 

answers questions about the intriguing world of offshore 

banking. Included is a country-by-country guide on which 

havens are the best, which havens should be avoided. 

Discover the worid of intemational investments and how to 
protect assets and save taxes abroad. 


ISBN 1-880539-27-6 (hardcover), 256 pages £34.95 P&P 


Robert M. Hayes 

HOW I MADE MILLIONS WITH JUST A FEW 
SIMPLE IDEAS - inventor extraordinare. Robert Hayes 
shares with readers his secrets for making millions by 
turning simple ideas into money. 





















Em Intriguingly, the book documents how to take an idea or 
invention aid successfully market it. Would-be inventors should take 
advantage of this practical syster for profiting from their ideas. 


ISBN 1-880539-30-6(paperback), 272 pages £24.95 + P&P 


Arnold S. Goldstein JD, LL.M, PhD 


ASSET PROTECTION SECRETS (2nd Edition). This 
all new 2nd Edition reveals the little known secrets and 
strategies guaranteed to protect personal and business 
assets from any financial disaster. 

This ‘Bible’ of asset protection is packed with hundreds of 
legal tips on keeping your assets safe from creditors, ex-spouses, 


bankruptcy and even the tax authorities. This encyclopaedia of techniques 
will safeguard your assets under all circumstances, 


ISBN 1-880539-44-6 (paperback), 232 pages 





£34.95 + P&P 


BUYING INTERNATIONAL PROPERTY 





— ‘These intelligence unit reports have been written by some of the world's 
-` Jeading experts and clearly show how to legally avoid or significantly 
Hs | reduce CAPITAL GAINS TAX, INHERITANCE TAX, STAMP DUTIES, 
-FORCED HEIRSHIP, INCOME TAXES & ESTATE AGENT FEES IN BRITAIN, 
FRANCE, SPAIN, IRELAND & PORTUGAL. No one who owns property for 
investment or family security can afford.not to read these publications! 


£34.95 each + P&P 





Approximately 80 pages each 


Adam Starchild 


— SWISS MONEY SECRETS ~ How you can legally hide 

^. your money in Switzerland. Explains Swiss secrecy laws in 
layman's terms. Discusses investment opportunities that 
will provide the best and often tax-free returns on your 
hard-earned money. For those who have a little extra money 
Adam Starchild tells you how to (and why you should) 
form a Swiss company, use an offshore corporation to hold your Swiss 
investments, hire the best consultants etc. 


ISBN 0-87364-855-2 (paperback), 128 pages 





£19.95 + P&P 





T HE DEFINITIVE TAX GUIDE! 


Written by leading UK qualified barristers, 
chartered accountants and even former tax 
inspectors! This publication, which has received 
excellent reviews from the professional press shows 
that you do not have to be a Millionaire or 
Multi-national Corporation in order benefit from 
tax havens. This book will show you how 
international tax treaties and previously secret 
tax planning methods can allow you or your 
company to: 


PAY NO OR LITTLE INCOME, CAPITAL GAINS OR CORPORATE 
TAXES - 100% LEGALLY. Coverage includes: 


* How offshore ordinary individuals and small companies to greatly 
reduce taxation can use companies. 

* How it is possible to take advantage of current tax loopholes to 
permanently reside in the UK and Ireland and pay no or little tax. 

* Learn where and how bank accounts should be opened to guarantee 
absolute confidentiality and, most importantly, what not to do! 

* Learn how to invest in UK, Irish, French & Spanish property and avoid 
local capital gains taxes, government duties, acquisition and inheritance 
taxes/forced heirship provisions. 

* Learn how to protect your assets against vexatious 3rd party litigation. 

* Learn the secrets behind trusts and why they are not always suitable for 
UK and American nationals. 


THIS BOOK COULD CHANGE YOUR LIFE 


“Spencer’s Offshore Companies & Their Uses" 2nd Edition, 
400 plus pages, ringbound leather effect binder 





ISBN 1 900 973 022 £99.00 + P&P 
Mark T. Lauer 
BUYING & SELLING A BUSINESS - ... is a clearly 


written, precisely detailed guide for anyone considering 
buying or selling a business. The simple guidelines 
outlined in the book help readers to avoid the five major 
pitfalls of buying and six even bigger pitfalls of selling. 
Includes uo agreements, tax tips and resources. 


£29.95 + P&P 





THE BUSINESS DOCTOR - loaded with fascinating 
examples of turnaround successes, it is essential for every 
business owner. From a synopsis of why companies fail, to 
ways to resolve creditor problems, everyone with a faltering 
business should read the strategies presented i in this book. 


ISBN l- |-880539-25- X (paperback), 304 pages £24.95 + P&P 
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THE ECONOMIST REVIEW 


Cruel and ever more unusual 


The evidence overwhelmingly favours opponents of capital punishment, but 
in America they keep losing their case in the court of public opinion 


TE death penalty is no longer consid- 
ered consistent with the highest stan- 
dards of human rights, either in interna- 
tional law or in a growing number of 
national courts. Nearly half of the world's 
countries have abolished it in law or in 
practice—some two dozen of them for- 
mally since 1985. The international tribu- 
nals set up to try war criminals in Bosnia 
and Rwanda cannot impose it. If an inter- 
national criminal court eventually comes 
into being, as now seems possible, it will 
certainly not be given powers to condemn 
anybody to death, not even those found 
guilty of the most terrible crimes. 

All of which makes the United States a 
puzzling anomaly. It has done more than 
any other country to promote human 
rights as a topic of international concern; 
its legal protections for accused individ- 
uals are among the most rigorous and long- 
established in the world. Yet it is ever more 
gung-ho for capital punishment. 

In putting 45 people to death in 1996 
and 74 in 1997, the United States may still 
lag some way behind Iran, which has an an- 
nual execution rate of about 110, and a long 
way behind China, with 3,500, but it is es- 
pecially severe on juveniles. Only four 
other nations—Iran, Pakistan, Saudi Arabia 
and Yemen—join America in executing 
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Deap WRONG: A DEATH Row LAWYER 
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MENT. By Michael Mello. University of 

| Wisconsin Press; 409 pages; $27.95. 
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THE DEATH PENALTY IN AMERICA. Edited 
by Hugh Adam Bedau. Oxford University 
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prisoners who were under 18 years of age at 
the time of their crime. 

Is this really the rum company that 
Americans want to keep? Perhaps it is. 
Since 1976, when a Supreme Court opinion 
opened the way for more executions, sup- 
port for the death penalty has grown. Today 
over 70% of Americans tell opinion poll- 
sters that they favour capital punishment. 

In different ways, each of the books un- 
der review helps explain America’s infatua- 
tion with the death penalty, even Michael 
Mello’s passionate but incoherent account 
of his years as a death-row defence lawyer. 
Although he knows his subject, his skills as 
an advocate are damaged by his vanity. 
“Dead Wrong” is a mess, interspersing ram- 
bling personal reminiscences with preten- 
tious (and irrelevant) literary quotations 
and standard law review arguments. 


Prejudice prevails 


In a strange way, though, Mr Mello’s over- 
excited prose supports the thesis of 
Kimberly Cook’s “Divided Passions”: that 
attitudes towards capital punishment are 
the product not of reason, but of emotion. 
Ms Cook provides a fascinating summary 
of lengthy interviews with selected Ameri- 
cans to explore the link between their atti- 
tude to abortion and their attitude to the 
death penalty. The subjects are articulate 
and thoughtful. They advance most of the 
usual arguments about the sanctity of life, 
the freedom of the individual and the mo- 
rality of retribution. But what is most strik- 
ing on capital punishment is how little 
both the pros and the antis know or care 
about what it entails in the United States. 
The antis are bit more knowledgeable, but 
even they seem much less interested in talk- 
ing about objective facts than about their 
subjective feelings on the matter. 

Views on both abortion and the death 
penalty, Ms Cook concludes, are deter- 
mined less by reason or argument than bya 
person’s personality type and general out- 
look. Authoritarians craving order and dis- 
cipline, or those who cherish what they see 
as old-fashioned, God-fearing American 
values, want murderers, child rapists and 
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. oe executed. Liberals wh 





and wrong and Christians with deep-set re- 


man life oppose executions. 

If Ms Cook’s findings are correct, there 
is little point in anybody trying to change 
American attitudes to the death penalty 
through argument alone. And that puts the 
abolitionists at a disadvantage, because all 
the best practical and legal arguments fa- 
vour their side. 

* Hugo Bedau's revised "The Death Pen- 
=> —altyinAmerica"isacrash course in the sub- 
" ject—a clear guide through the mountain- 
ous research data and commentary on the 
constitutional and legal issues. John Bessler 
presents many of the same arguments even 
more succinctly, and concludes that, in ret- 


rospect, those who campaigned against the 
death penalty in the 19th century were. 


wrong to support the suppression of public 













lition. Despite Ms Cook's findings, he be- 
lieves it is ignorance about how executions 
are carried out, and who is executed and 
why, which has allowed support for them 
to revive. And, in his frustration over the 
public's almost wilful ignorance, he urges 
the televising of executions. He also sug- 
gests that judges and jurcrs who deliver 
. death sentences should be required to par- 
. ticipate in any subsequent execution. 
| This seems wrongheaded. Since public 
executions were once popular, rowdy af- 
fairs, it is hard to believe that televising 
. them today would, as Mr Bessler hopes, 
- lead to their abolition. More likely, 
. gassings, hangings, electrocutions and, per- 
haps, even lethal injections would simply 
-provide popular programmes for broad- 
. casters. Requiring judges or jurors to throw 
.. the switch or open the trapdoor would be 
— gratuitous. Their task is difficult enough al- 
. ready. Most agonise over imposing the 
. death sentence, and do so reluctantly. 
z Abolitionists should instead (pace Ms 
Cook) have more faith in public education. 
|. Even strongly held attitudes change eventu- 
ally in the face of the facts. Abolitionists 
<> idid, after all, almost succeed in stopping 
executions in America until sentiment was 
reversed by rising crime rates. 
Arguments for the death penalty's value 
as a deterrent collapse before the fact that, 


although about 22,000 murders are com- - 


- mitted each year in America, only 250 
death sentences are handed out. So the 
ct chance of any one murderer being put to 
- death is slim. Death sentences are imposed 
arbitrarily, though not without bias. Of the 


prised only 12% of the American popula- 
tion. And death sentences are 4.3 times 
more likely to be imposed on convicted 
murderers if their victims were white than 
if their victims were black. 
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 . making absolute judgments about right 


ligious scruples on the taking of any hu- 


executions as a step towards complete abo- 


years on death row, executions cost be- 
tween three and six times what it costs to 
keep somebody in a maximum security 
prison for 40 years. The burden on the 
American court system is immense. In Cali- 
fornia and Florida, for instance, the state 
supreme courts spend about half their time 
reviewing capital cases. As the court of last 


resort, the American Supreme Court is in- 


undated with death-penalty appeals. 

Of the 5,000 death sentences imposed 
since 1977, 2,000 have been overturned be- 
cause the original defence counsel was sub- 
sequently deemed incompetent. And the 
growing willingness of state court judges to 


Alternative histories of medicine 


E a Contrary | to por belief, de deh l E 
` penalty is not cheaper than life imprison- 
ment. After trials, appeals, reviews and 






impose the death penalty ever e 
imprisonment is recommended byj juries is 
deeply disturbing, especially as in capital 
cases declared opponents of the death pen- 
alty are expunged from juries. One study 
found that 350 people convicted of capital 
crimes in the United States between 1900 
and 1985 were innocent and, of these, 23 
were actually executed. 

The conclusion is inescapable. Even 
America's highly refined legal system, with 
all its checks and balances, cannot impose 
the ultimate sanction with a semblance of 
impartiality or fairness. It is high time that 
Americans, no matter how strongly they 
feel about retribution, started to assess the 
death penalty not with their hearts, but 
with their heads. 





Staying the grim reaper 


Medical history can be seen from the viewpoint of the doctor, the patient or 


even the disease 


HERE are several ways in which to 

write medical history. The first, pre- 
ferred by doctors, is to trace the intellectual 
path man has ascended from complete 
medical ignorance to the nearly complete 
medical enlightenment that the world en- 
joys today—today always being the date 
when such a traditional medical history is 
written. This approach, let us call it the 
Whig interpretation, is not by any means to 
be despised: the word progress certainly 
applies to the practice of medicine. 

But the Whig interpretation glosses over 
the fact that most doctors contribute noth- 
ing to this progress. It therefore omits much 
of what is of interest to historians: how ex- 
actly, by whom, when, where, and with 
what effect, the ill were treated in times 
gone by. This alternative social approach to 


4,016 people executed between 1930 and _ | e 
1990, 53% were black, yet black peoplecom- 





the history of medicine is rarely taken by 
doctors themselves—for it is bound to re- 
veal the embarrassingly numerous bêtises 
of their professional ancestors. 

A further school of medical history 
deals with the influence of disease itself on 
the course of human affairs. The Plague of 
Justinian and the epidemics of smallpox 
which swept through the Aztec and Inca 
empires had a profound influence on sub- 
sequent events as did the Black Death in 
medieval Europe. Without them, the world 
would have been very different today. 

An intellectually allied branch of medi- 
cal history is pathography, that is to say the 
study of the diseases of vips. Numerous 
studies have been written about Napo- 
leon's various medical conditions and the 
cause of his death. The nature of Beetho- 
ven's deafness is another favourite among 
medically informed historical detectives. It 
has been argued, on the Cleopatra's nose 
principle, that the illness of leaders has 
sometimes had a decisive effect: Roosevelt's 
fatal debility at Yalta, for instance. 

No single volume, however large, could 
possibly hope to weave all the strands of 
medical history into a coherent and com- 
prehensive whole. Despite his disclaimers, 
Roy Porter's very fat volume is, in fact, an 
old-fashioned Whig interpretation. Only 
those who contributed something to the 
upward march of medicine get a mention. 
The. nearer to the present, the greater the 
number of names per paragraph: for pro- 
gress has accelerated as knowledge has ac- 
cumulated. Though he never writes less 
than clearly, his narrative is sometimes less 
than thrilling to read. 

Mr Porter, à tonmidablv aed man, 
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- seems in this history to have omitted no 
Ug discovery and no medical scientist of any 
. importance He even gives due promi- 
o 4 nence to an unsung but medically vital dis- 

= 7 of our age, that of the double-blind 

re neither the patients nor the 
1ow during the trial which pa- 
eing treated with medicines and 
with placebos). 
r centuries medical treatment was 
reco imended on the basis of raw untu- 
perience alone, or rather prejudice 
ding as experience; it is only in 
m: 50 years that doctors have come to 
. realise just how fallible this so-called ex- 
E perience is as a guide to action. It says a lot 
«for the author's nous that he should have 
-recognised the significance of what, on the 
cw face of i it, is a not very exciting discovery. 

.. This account is completely without the 

cynicism which disfigures so much re- 
 cently written medical history. Mr Porter 
appreciates the boon conferred upon man- 

_-kind by the discoverers of anaesthesia, the 
“+ germ theory of disease, antiseptic surgery, 

blood groups and so forth. And the very ti- 

. tle! he chooses indicates the faith he retains 

~ inthe power of science to improve the qual- 

ity of our lives. 

‘Irvine Loudon, a general practitioner 
turned medical historian, is celebrated 

 mainlyforhisstudies ofchildbirth and ma- 

 ternal mortality down the ages. Of the 20 
. writers of his multi-author work, only five 

are medically qualified: an indication of 
the recent shift in perspective in medical 
history. Two or three decades ago, medical 
history was almost entirely the province of 
retired doctors with time on their hands. 
They produced generally respectful (and 
worthy) monographs about their intellec- 
tual ancestors. Now the sociologists, his- 
torical demographers and cliometricians 
have bustled in. 

Dr Loudon's approach is broader than 
Mr Porters. Almost everything is here, 
though nothing in any detail, from the dis- 
coveries of William Harvey to the develop- 
ment of hospitals, from medical heroism to 
medical villainy. The illustrations are 

Splendid, and range from the familiar to 

__ the startling. 

: . Kenneth Kiple's “Plague” is beautifully 
: ,Siustrated, though a few of the illustrations 
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bear little relation to the text. Its 26 short 
chapters concern various afflictions, not 
necessarily epidemic, which have afflicted 
large numbers of people. They are com- 
pressed accounts both of the historical ef- 
fects of those afflictions, and of the means 
by which their causes and cures were eluci- 
dated. An impressive amount of accurate 
information is presented in relatively little 
space. Even people who know more than 
average about the history of medicine will 
profit by reading this history, and will al- 
most certainly be stimulated to read more. 
There is one undoubted service which 
these three books, written principally for 
the lay reader, should serve: to convince the 
hypochondriacal public that, as far as dis- 
ease and its treatment are concerned, the 
present is a golden age, the like of which 
mankind has never previously experi- 
enced. People live longer, and freer of pain 
and disease, than ever before. The study of 
medical history explains why. 
aetna ia Sal ale OSEE N REED RARE ARBRES 








Fidel Castro's Cuba 


Our man outside 
Havana 


WAITING FOR Fiper By Christopher Hunt. 
Houghton Mifflin; 288 pages; $13 


A REGULAR intervals since the collapse 
of the Berlin Wall, and in great num- 
bers during the visit of Pope John Paul 1I, 
reporters have ventured into Cuba to keep 
us abreast of how it is coping. Their dis- 
patches are akin to the reports of members 
of a large family visiting a relative who is 
being treated in hospital for a long illness. 
Each visitor treasures a personal twist, a 
small but previously unreported further 
sign of morbidity. 

In the case ofthe Cuban patient it could 
be the disappearance of a once-important 
party newspaper for lack of newsprint, or 
the mention of another commodity that 
cannot be had for love nor money. Each ac- 
count is predicated on the certainty of im- 


minent dese although n none ret to b 
































precise about the timing. After a time this 
routine gets tiresome. Christopher Hunt's. 
achievement is that he has been able to- 
elaborate on what is well known. by the. 
sheer effort of travelling diligently. arou 
the island. l 
The book is based on a central ái ei 
The author arrives in Havana determined. 
to meet Fidel Castro. After a few frustrated. 
attempts he leaves the capital to retrace the 
route taken by Fidel and the small band of 
guerrillas who survived the landing from 
Mexico in their boat, the Granma, in 1956. 
Mr Hunt makes his journey as any Cuban 
would, enduring the long delays, the over 
crowded vehicles and, above all, the uncer- 
tainty forced on travellers in a country ab 
most without public transport. Along the 
way he is constantly impressed by the gen- 
erosity of the people he encounters. They- 
are prepared to share their home, their. 
meagre food rations and, often, their be | 
with a stranger. E 
Many of those he meets are engaged ir 
some ruse to make ends mee 
selling black-market coffee. 
changing money or lettin 
their flats to visitors. This strug- 
gle to merely survive ha: 
spawned its own rich vocabu- 
lary. For every billboard bear- 
ing a revolutionary slogan— - 
“Cubans: let's go forward tœ | 
gether'—there is a myriad of 
jokes and ironic aphorismscir 
culating among the masses, 
who spend much of their time. 
waiting for something to happen: - 
However, Mr Hunt's most interest- 
ing discovery is not the familiar, fatalistic - 
cynicism which we have come to expect - 
from accounts of post-Soviet Cuba but the 
signs of a lingering faith in the revolution. - 
As he works his way from the eastern tip of . 
the island back to Havana he notes that 
there is still a strong loyalty to Castro in the > 
areas where it all began. The closer he gets 
to Havana the more this nostalgia and grat- 
itude disappear to be replaced by despair 
or restrained hostility. | 
There are several vividly descriptive 
passages in this book—Mr Hunt's ascent to 
Castro's hideout in the Sierra Maestra, for 
instance, or the recurring trials of trying to 
get a lift from one place to another. But its 
pace becomes predictable and monoto- 
nous. The theme holding it together—the 
quest to meet Castro—grows threadbare 
and ultimately. disappointing. Probably 
with the intention of seducing the unin- ue 
formed reader, Mr Hunt affects an inno 0. 
cence about Cuban history when it is clear _ 
that he does know a lot. At times this makes . 
his accounts admirably clear but it would 
have been better if he had aimed du 80! 
thing deeper. 
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Post-wall politics 


Communism was easier to understand than its ahermath, as is demon- 


strated by this current crop of books 


DEMOCRATISATION AND AUTHORITARIAN- 
ISM IN Post-COMMUNIST SOCIETIES. Edited 


by Karen Darwisha and Bruce Parrott. Four — 


volumes from Cambridge University Press; 
£55 and $64.95 


T WOULD never have happened in 
Brezhnev's day. “Turkmenistan, be- 


loved fatherland, land of my birth, in my 
thoughts and my heart, I am always with 


you. For the slightest harm I cause you, 


may my hand fall off; for the slightest cal- 


umny about you, may my tongue become 
powerless; at the moment of treason to 
your holy banner, may .. 

Decency curtails this extract from the 
Turkmen national oath, which features 
on the mast-heads of all the central Asian 
republics newspapers, and is recited ev- 
ery day by schoolchildren. But it is revela- 
tions like these that make "Conflict, 
Cleavage and Change in Central Asia and 
the Caucasus" the most readable and in- 
teresting of Cambridge's four-volume se- 
ries on the post-communist world, which 
is edited by two American academics, Ka- 


‘ren Darwisha and Bruce Parrott. 


The volume deals with eight countries 
in Central Asia (the others are Armenia, 
Azerbaijan, Georgia, Kazakhstan, Kirgiz- 
stan, Tajikistan and Uzbekistan). Its es- 
says—one per country—bring out the sa- 


- lient features of each: for example, near- 


hopeless. confusion about national 
identity in Kazakhstan; or Russia’s med- 
dling in Georgia’s ethnic divisions; or the 
surreal cult ofautocracy in Turkmenistan. 

Writing interestingly about less exotic 
countries is harder. The contributors to 


| "Democratic Changes and Authoritarian 


Reactions in Russia, Ukraine, Belarus and 
Moldova" struggle to find anything new 
to say. Once scholars scrutinised photo- 
graphs in the Soviet press for clues to 
power struggles in the Kremlin. Now that 
there is a mass of data—much of it unreli- 
able—they seem unable to cope. Murray 
Feshbach, whose demographic projec- 
tions feature here, is an honourable ex- 
ception. But what makes the volume 
really worth buying is Kathleen 
Mihalisko’s analysis of neighbouring 
Belarus’s feral but muddled-minded pres- 
ident, Alexander Lukashenka. 
Unfortunately, most. of the essays 
(again, one per country) in the volume en- 
titled “Politics, Power and the Struggl e for 
Democracy in South-East Europe" fail to 
get beneath the surface of events in such 


distinctive places as Slovenia (prosperous 
-crony capitalism) and Albania (clan- 


based anarchy). The essay on Romania is 
a glowing exception. It helps to make 
sense of the peculiar legacy of Nicolae 
Ceausescu's own-brand communism. 
“The Consolidation of Democracy in 
East-Central Europe", the final volume in 
the series, manages to drain the excite- 
ment out of the sudden replacement of 
communist dictatorship with multi-party 





democracy. Like so many of the hundreds 
ofstudies published about contemporary 
Eastern Europe, its essays tend to mark 
the trees rather than map the forest. 
CAPITALISM WITH A COMRADE' FACE. By 
Roman Frydman, Kenneth Murphy and 
Andrzej Rapaczynski. Central European 
University Press; 389 pages; £31. Distrib- 
uted in America by Cornell Services; 
$49.95 


HOSE looking for a sharper insight - 


into what makes post-communist 
countries tick are well-served by this 
snappily written examination of the cen- 
tral questions (such as privatisation, 
banking, taxes, infrastructure and en- 


ergy) The authors range well beyond nar- 


row economic analysis. They present a 
caustic survey of the perverted reform 
process in Slovakia and Croatia, and deft 


analysis of the sociology and psychology 
of communism and its aftermath. 

The strongest essays are on privatisa- 
tion, where they coin the word kleptotura 
to describe the thieving habits of the old 
nomenklatura under new post-commu- 
nist conditions. The authors argue—per- 
haps a touch too optimistically—that the 
“Faustian bargain" (under which the 
communists permitted reform in return 
for the reformers permitting the commu- 
nists to become rich) is beginning to un- 
ravel. Privatisation, they assert, is pitting 
successful communists-turned-capitalists 
against their less competent comrades. 

The book is nicely spiced with real-life 
examples, drawn from all but one post- 
communist country. Only Turkmenistan 
escapes mention. Perhaps that oath 
works. 


UAE S POLICIES AND THE 


DEVELOPMENT OF MARKETS IN TRANSITION — 


Economies. By Fabrizio Coricelli. Central 
European University Press; 176 pages; £25. 
Distributed in America by Comell Services; 
$39.95 


OR those seeking something more 

technical, Fabrizio Coricelli makes a 
brief, bold attempt to lay some generally 
applicable theoretical foundations for 
this peculiar branch of economics, where 
the conventional wisdom about why 
things work is even less helpful than 
usual. In the fast-changing institutional 
environment of a post-communist econ- 
omy, "the workhorse of modern econom- 
ics, the Walrasian general equilibrium 
model, is largely irrelevant" he notes 
firmly. (Some may wonder how relevant 
it is even in the practical study of less ex- 
otic economies—but that is another story.) 


MACROECONOMIC INSTABILITY IN POST- 
Communist Countries. By Jacek 
Rostowski. Oxford University Press; 400 
pages; £48 


HIS more substantial work is a collec- 

tion of essays, some of them slightly 
dog-eared, about the management of the 
reform process. For better or worse, most 
of the post-communist economies are 
past the hyper-inflation which usually 
marked the collapse of central planning. 
Related questions, such as whether to lib- 
eralise wages or to control them, the best 
way to securitise inter-enterprise debt, 
how to introduce a national currency and 
design a banking system, as well as the af- 


 fordable level of social provision, are ad- 


dressed with insight and sympathy. 
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| African genesis 
Ingenious 


.- AFRICA: A BIOGRAPHY OF A CONTINENT. By 
. John Reader. Hamish Hamilton; 864 pages; 
. £30. To - e published i in America in April by 


"ORGET about Africa being an economic 
< A and political dwarf. John Reader re- 
. .mindsusthat Africa is vast, the oldest conti- 
= nent on whose boundless plains Homo sa- 
-mens and several other man-like species 

first walked. It is also, according to Mr 
"Reader, where man first used tools, first 


5 : hunted, farmed, used iron and, perhaps, 


d first became civilised. 

©- Do not be daunted by the 800-plus 
es pages. He has packaged them—and more 
than 3,000 years of history—into neat, bite- 
o size, readable chapters with clear summar- 
. iesso you can dip into specific subjects or 
. read it through, skipping wherever you 
want to, without losing the thread of the 
"Story. The thematic matt black-and-white 
- photographs at the beginning of each chap- 

=- terare stunning and Mr Reader's own. 
“=> He begins the biography of Africa with 
: the cataclysmic shifts of the cratons, the 
< plates of the earth’s crust, millions of years 
~: ago and ends with the cataclysmic political 
- shifts of 1994, the election of Nelson 
. Mandela and the end of apartheid in South 
Africa, and, in the same week, the genocide 
in Rwanda. Africa is like that: heaven and 
hell exist side by side and their colours are 
rarely muted. The story in-between is of the 
development of man and his migration 
from Africa, of the civilisations of Egypt 
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and Ethiopia and the royal cities of West 


Africa, of slavery and colonialism and, fi- 
nally, of the emergence of new states de- 
signed by the imperialist powers. 

Much of Africa's history is explained by 
its fragile soils and erratic weather. They 
make for conservative social and political 
systems. "The communities which en- 
dured were those that directed available 


energies primarily towards minimising the 


risk of failure, not maximising returns," 


. says Mr Reader. This created societies de- | 
signed for survival, not development; the | 
qualities needed for survival are the oppo-. 


site ofthose needed for developing, 1e, mak- 
ing experiments and taking risks. Some so- 


cieties were wealthy, but accumulating | Crescent, Southport, Merseyside, PRS 9YF. Tel: 


| +444 1704 508050. Fax: +444 1704 231 970. 


wealth was next to impossible; most people 
bartered and there were few traders. 
Everybody had to keep moving. Afri- 


cans were nomads or pastoralists or farm- 


ers constantly shifting as land became ex- 
hausted. This is why experience of the past 
was all-important and why gerontocracy 
became, one way or another, Africa’s politi- 
cal system. Its societies were organised in 
age-sets in which the oldest ruled. They still 
do: few of Africa’s leaders are under 60, well 
above the average life expectancy. (In Kenya 
the “young Turks" are all in their mid-50s.) 
Slavery is also putin an African context. 
It did not begin with marauding white 
men plundering the people from the coasts 
of West Africa; it was indigenous. In a chap- 
ter called "Merrie Africa", Mr Reader de- 
bunks the myth that before the arrival of 
outsiders Africa was a pastoral paradise. 
But he also describes well the gruesome 
horrors of the middle passage—horrors 


which have left many Africans and black 


people everywhere with more than a resi- 
due of suspicion that outsiders wish to 
dominate and exploit them. 

In this and in other aspects of African 
history, his account combines the best of ac- 
ademic research with a sense of Africa 
which is vivid and understandable—an Af- 
rica to which all mankind is related. 





Occupied Tibet 


Big brothered 


THE SNOW LION AND THE DRAGON: CHINA, 
TIBET AND THE Dara: Lama. By Melvyn 
Goldstein. University of California Press; 152 
pages; $19.95. John Wiley; £13.95. 


TisET: THE Roap AHEAD. By Dawa Norbu. 
Rider; 393 pages; £14.99 


HE Chinese government is now confi- 
dent that the American administration 
will not let the Tibetan cause compromise 
its good relations with China. So cocksure, 
indeed, that when Jiang Zemin, the Chi- 
nese president, visited the United States 
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| ing The Drivers of Performance. Dr 
1 Andrew Black, Philip Wright and. oh i 
| E. Bachman of Price Waterhouse. Pub- 


the whole philosophy of value creation, 
| explains the key measures of shareholder value - 
| and delivers a practical and robust framework | 
<1 for their application in driving company per- | 
i formance. ISBN: 0 273 63027 X, £24.99. Contact 


| Who's Who 1998, 150th anniversary edi- |. 

| tion. Who's Who is the recognised source book 
| of information on people of influence and 
j interest. This edition contains 30,000 biogra 
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Internationalisation of European Tex 
tiles and Clothing Production: Easte 

Europe and North Africa. This report. 
shows how, plagued by soaring imports, Euro- 
pean firms are moving operations offshore. 
Published in association with the Economist 
Intelligence Unit. ISBN: © 85058 892 8; | 
£295/US$525. Contact Textiles Intelligence on | 
**44 1625 536136. Fax: ++44 1625 536137. 


Safety Nets: Secrets of Effective Informa- 
tion Technology Controls, by BJ. | 
Bashein, M.L Markus and j.B. Finley. | 
This new book dispels the myth that technolo- - 
gy security breaches "can't happen to us" and - 
demonstrates, through in-depth case studies of | 
multinational corporations including Micro- | 
soft, American Standard and BankAmerica, | 
how companies can establish effective tech- |. 
nology controls. ISBN: 1 88 5065 08 6, 244pp, £23 
or $38. Published by Financial Executives: 
Research Foundation, Inc. For orders, Tel: (800) 
680 3373 (N.America) or (770) 751 1986 (Int'l). For- 
more information, visit FERF on-line at- 
www.ferforg or fax: (973) 898 6636. E : 
mail:rthompson@fei.org. 


China Business Handbook, mie 4 : 
by China Economic Review. The most = = 
informative business and travel guide to | m 
China, providing practical business and | . | 
leisure information for visiting and resident. ©" 
executives. Contents include comprehensive 
briefings on each province, statistics, taxation, 

company law, investment climate, contact 
addresses and internet sources guide. 362 

pages, 65 colour maps, many charts. ISBN: 0 

9512512 1 X. Softcover US$39.50. Enquiries to 

Ellie Duerden Tel: ++44 171 834 7676. Fax: ++44 

171 973 0076. E-mail: post&alain.demon.co.uk. 
Web:www.alaincharles.com 
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last autumn he told the Americans that the 
exiled Dalai Lama “must recognise pub- 
licly that Tibet is an inalienable part of the 
People’s Republic of China”. The retort 
from the Dalai Lama’s administration, 
based in the northern indian city of 
Dharmsala, was predictable: China's terri- 
torial claim over Tibet is an "historical lie" 
Under Chinese occupation, this remote 
and hauntingly mysterious land has al- 
ready undergone such drastic changes that 
it hardly resembles the country portrayed 
in Jean-Jacques Annaud's "Seven Years in 
> Tibet”, a Hollywood film about a moun- 
 taineer who arrives there during the second 
^world war. The changes began soon after 
the war ended. First, Tibetans lost their 
land when Chinese troops marched in. 
They then lost political power and later, 
during China's cultural revolution, their 
cultural heritage, when Red Guards de- 
stroyed nearly all their monasteries and 
temples. As more and more Chinese arrive 
- in their country, the Tibetans’ economy is 
. now being lost to China as well. 
The Chinese invasion followed territo- 
rial disputes that stretch back over many 
centuries. Melvyn Goldstein begins his ac- 
-count in the seventh century. Then, it was 
Tibets borders that were expanding, even- 
5 tually to include what is today much of Chi- 
^ na's Xinjiang province and other areas. In- 
vasion, political shenanigans and much 
western double-dealing have occurred 
since. But, Mr Goldstein says, Tibet plainly 
did enjoy de facto independence for about 
40 years following the fall of the Qing dy- 
nasty in 1911. 
3 it is this story of the “lost Tibet” that re- 
5; mains compelling. In writing about his 
_ boyhood, Dawa Norbu, who is now a pro- 
+> fessor at Jawaharlal Nehru University in 
New Delhi, recalls ten strange- looking, 
khaki-clad horsemen riding into his valley 
and informing the local lama that they had 
come to “liberate” Tibet. 
According to. Mr Goldstein, America’s 
reluctance to become involved in Tibet has 
strengthened the hand of the hard-liners in 
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i Beijing. This, he daims w was evident 
. ina dispute over the reincarnation 
. of the Panchen Lama, Tibet’s second 
most important Buddhist leader. A 
year ago, China announced that a 
six-year-old boy had been chosen to 
succeed to the title, and flatly re- 
jected the Dalai Lama’s choice. 
Yet both authors see a glimmer of 
hope from moderates in China who 
believe that their country’s interests 
. might be better served by a more sen- 
- sitive policy towards Tibet. The Da- 
lai Lama himself no longer calls for 


| — outright independence, but some- 


thing like the “one-country, two sys- 
tems" policy used last summer for 
the handover of Hong Kong to 
China. This would give Tibetans 


control over their domestic affairs, but 


leave foreign policy and defence to the Chi- 
nese. It might even allow exiled Tibetans to 


return home. Whether they would recog- 


nise the place, after years of Chinese domi- 
nation and get-rich-quick capitalism, re- 
mains to be seen. 





Pure capitalism 


Peter's principles 


THE WORLD ACCORDING TO PETER DRUCKER. 
By Jack Beatty. Free Press; 204 pages; $24.50. 
Orion; £20 


F HE had remained a mere political 
theorist, or an economist, or a novelist, 
or a Japaneseart expert or perhaps even a 
journalist, it is hard to believe that this 
would have been the first biography of Pe- 
ter Drucker. In terms of influence, he de- 
serves to be measured alongside people 
such as Keynes or Schumpeter—but he has 
seldom been so. For this he has to blame a 
simple mistake: he invented the unres- 
pected discipline of management. 
In 1945, Mr Drucker was rung up by a 
PR man from General Motors. His boss was 
an admirer of Mr Druckers two books: 
"The End of Economic Man" (1939), a 
socio-economic explanation of fascism 
that so impressed Winston Churchill that 
he put it on the British army’s official read- 
ing list; and “The Future of Industrial 
Man" (1942). Would Mr Drucker like to un- 
dertake a study of GM? Mr Druckers aca- 
demic superiors immediately warned him 
against the project: "You are now at the 
point when you can go into either political 
theory or economics. With this topic you 
will lose all respectability in either." 

Mr Drucker ignored the advice. The re- 
sult was “The Concept of the Corporation" 
(1945), in which he praised the car com- 
pany for its decentralisation, but he also ar- 
gued that it should treat its workers as a re- 


| soürce not a cost. GM ign 





Bolshevik book (any man 1 found eading i it 
was told: “Better go work for Mr Ford”); the 
Japanese did not. Thirty years later, Detroit 
began to pay the penalty. 

When Mr Drucker wrote “The Concept 
of the Corporation”, he could find only two 
firms that offered their staff management 
training, and only three academic courses 
in the subject. Today, there are countless 
business schools, and billions of people 
have seen their lives changed by ideas that 
were either first popularised or invented by 
him: privatisation (or reprivatisation as he 
called it), outsourcing, management by ob- 
jectives, empowerment, the importance of 
second careers and so on. 

One of the virtues of Jack Beatty’s bio- 
graphy is that it celebrates Mr Drucker's ver- 
satility. What other management writer 
could have written a novel that became a 
bestseller in Brazil? Or helped popularise 
Japanese art abroad? Or had the wit tocom- 
pare sociology to acne? (“Civilisation does 
not die of the disease, but it itches.”) 

This omnivorousness was in Mr 
Drucker’s genes. His parents were Viennese 
intellectuals. His first memory was sitting 
in the children’s bathroom hearing his fa- 
ther lament the outbreak of the first world 
war. In the city’s salons he heard Freud be- 
ing criticised and was lulled to sleep by 
Thomas Mann reading a “boring” short 


How Entrepreneurs, Compantes, 
and Countries Triumphed in 
T bree Industrial Revolutions 


EDITED BY 
THOMAS K. McCRAW 


What explains 
the national eco- 
nomic success of 
the United States, 
Britain, Germany, 
and japan? What 
tan be learned 
from the perfor- 
mances of leadi ing business firms? How 
important were specific innovations by 
individual entrepreneurs? Pulitzer 
Prize winning historian Thomas 
McCraw and his coauthors present 
penetrating answers to these questions 
in Creaung Modern Capitalism, a rich 
analysis of the interconnections among 
technological innovation, management 
science, the power of entrepreneurship, 
and national economic growth. 
$29.95*£19 95 paper / $59.95* £39.95 cloth 
Harvard University Press 
US: 800 448 2242 UK:0171 306 0603 
www hup harvard RS din 
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Story. „When he fed this Seer at- 

mosphere, he excelled at several European 

universities without apparently attending 
. Classes at any one of them. 

Later, while working in the City of Lon- 
don, Mr Drucker made pilgrimages to 
Cambridge to listen to Keynes until he real- 

< sed that “he was interested in commod- 
-< -ities and I was in rested i in yid e"—and 












2 rly th ho spies to find 
ms d eiu in The inet eoonome that he re- 
-. spects but plainly does not love, that sets 
Mr Drucker aside from other business writ- 

D tty Y shrewdly pue it, Mr 










C ciat Wniesratioh, team- 
i munity competence, social 
5 bility, the quality of life, self-fulfil- 
= ment, leadership.. . dignity, meaning— 
. but rarely money.” Recently, Mr Drucker 
^. has assumed the offensive against shame- 
-;. less greed in the boardroom. 
p "What i is absolutely unforgivable is the financial 
benefit top management people get for laying 
Jes off people. There is no excuse for it. No justifica- 
tion. This is morally and socially unforgivable, 
. and we will pay a heavy price for it. 
oe Although the main point of this biography 
-—: seems to be to introduce Mr Drucker to a 
-= wider audience, Mr Beatty does not hold 
back on criticism of his hero. He points out 
when Mr Drucker gets it wrong, pulls apart 









some of his more airy-fairy ideas and even 


points to his tendency to dissemble (Mr 
Drucker once told an interviewer that a 
_ soap bubble lasts for exactly 25 seconds). 


It is things like that soap bubble that 


. make many academics a little nervous of 

^ Mr Drucker. They think of him as bit of a 

_ dilettante, a generalist rather than a special- 
ist, even a journalist. There is some truth in 
this charge. But the same could have been 
said of Erasmus—another European hu- 
manist who cleared the way for others. 
There is nothing wrong in having big, gen- 
eral thoughts—particularly when you get 
them right as often as Mr Drucker. 





Richard Nixon's beginnings 


Scoundrel time 


Tricky Dicky AND THE PINK Lapy. By Greg 
Mitchell. Random House; 316 pages; $25 


ERY few contests for the American Sen- 

ate have decisively altered the course of 

the country’s history. The first on the short 

—. list is the 1858 Illinois campaign between 
> Abraham Lincoln and Stephen Douglas. 
E The loser attracted sufficient attention to 





i RUARY 14TH 1998 
















secure the presidential nomination of the 
Republican Party, win the election in 1860 
and preserve the Union. 

Another campaign on the short list had 
a less happy outcome. The winner of the 
1950 California race between Richard 
Nixon and Helen Gahagan Douglas was 
elected two years later as Dwight Eisenhow- 
ers vice-president and then, in 1968 and 
1972, as president. After a House committee 
adopted articles of impeachment in 1974, 
he became the only president ever to resign 
in disgrace. 

At the time of the Nixon-Douglas elec- 
tion, America was seized by anti-commu- 
nist hysteria. China was "lost", the Korean 
war under way and spies seemed to be ev- 
erywhere. Alger Hiss, a former high-ranking 
official in the State Department and a pil- 
lar of the Eastern establishment, was con- 
victed of perjury. An employee at the Justice 
Department was found to have committed 
espionage. Julius and Ethel Rosenberg were 
arrested for passing atomic secrets to the 
Russians. Senator Joseph McCarthy ac- 
cused Dean Acheson, the secretary of state, 
of knowingly harbouring communists. 

In the immediate post-war years, candi- 
dates making a big issue of their anti-com- 
munism usually lost. In 1950 this changed. 
Current historical criticism of Harry Tru- 
man centres on whether he was too much 
the cold warrior, but in several senatorial 
elections in that year Republicans success- 
fully tarred their opponents as soft on com- 
munism. Prominent among them was 
Nixon, then a 37-year-old congressman 
known primarily for his role in pursuing 
Hiss. In that 1950 Senate race in California 
he slandered his rival, Douglas, a third- 
term congresswoman, rich, liberal, beauti- 


easily into law and that Douglas's opps 


© would cost her dearly in the election in 


slide defeat. 


A better ally? 


MUSSOLINI AND THE BritisH. By Richard 









fulanda ane star of stage and screen, 
4 a red Sy mpathiser, Din rig ht. down 


munist Party line so many dimes”. 
Making good use of revealing papers re 
cently found at the National FAschive a 


a fair, compelling and convin ng ac 
count of a dark period of American his- 
tory. Nobody can now assert, as Jona- | 
than Aitken, a Nixon biographer, 
recently. did, that "Nixon. had the D 
ceanerhands" = > 2 
Douglas's were snow. iabe m 
comparison and, in sharp contrast 
to Nixon, she was willing to brook 
defeat rather than compromise her _ 
principles. During the campaign, _ 
the Internal Security Act—in Pres 
dent Truman’s words, “the greatest dange: 
to freedom of press, speech and assemb 
since the Sedition Act of 1798"—came t 
fore the Democratic Congress: It was: cle 
that this legislative proposal would pas 





















tion could not influence the outcome but 


California. She was not deterred. The vote 
in the House was 354 to 20 with Douglas 
among the 20. She went down to a làn 





The effective use of false charges of com- 
munist sympathies by Nixon and others - 
was taken to mean that Senator McCarthy's 
approach had demonstrated its electoral 
appeal. It was with good reason that at the. 
time of Watergate the cars of some Califor- 
nians bore the bumper sticker: "Don't . 


blame me. I voted for Douglas.” 





Italian history 





Lamb. John Murray; 368 pages; £25. Trafalgar -.— 
Square; $45. : 
MussorLiNt. By Jasper Ridley. Constable; 446 
pages; £25 


S RELATIONS between European pow- `. 

ers go, the Anglo-Italian relationship .. 
has not fared badly over the past century— 
football apart. War has been declared only 
once and generally there has been a good 
deal of mutual, albeit ambivalent, affec- 
tion. Occasionally the two peoples misread 
one another. Margaret Thatcher's relations 


with Bettino Craxi and Giulio Andreotti in 


the 1980s were, to say the least, bumpy. The _ 
Major governments belief that it had - 
found a dependable Eurosceptic ally in the 
short-lived Berlusconi government o of 16 
was foolish and ill-informed... 

The bad years were the intei 
course, for when democrat, 
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ship, the going is never easy. Munich apart, 
one of the most tangled moments came 
with the 1935 “peace ballot” organised by 
the League of Nations Union. It revealed 
overwhelming support by British voters for 
sanctions against states violating the prin- 
ciples of collective security. 

The Baldwin government was forced to 
fight the 1935 general election on such a 
manifesto. The target was Mussolini's an- 
nexation of Abyssinia. Yet even as it pre- 
pared to fight the election on a peace-ballot 
policy, the Baldwin government was di- 
vided over the practicality of sanctions. 
France was wavering. The carefully con- 
structed Stresa Front against Germany 
would be in tatters. Economic sanctions 
would not work. And would the British 
really go to war against a long-term ally to 
defend an African backwater that peddled 
in drugs and slavery, and should never 
have been made a League member? 

It is this Anglo-Italian sub-plot of the 
wider European struggle to 
contain Hitler that Richard 
Lamb addresses in "Musso- 
lini and the British". His ear- 
lier works have faulted Tory 
leaders from the 1920s to the 
1960s, so it is no surprise that 
he finds much to criticise in 
British policy. Stanley Bald- 
win is charged with off-load- 
ing the domestic unpopular- 
ity of the cabinet-endorsed 
Hoare-Laval plan on Sir Sam- 
uel Hoare, whose apprecia- 
tion as foreign secretary of 
“the need to keep Mussolini's 
friendship as a counter to German aggres- 
sion” contrasted with the innate hostility to 
Italy of his successor, Anthony Eden. Nev- 
ille Chamberlain is upbraided, despite his 
attempts to restore good relations behind 
the back of his troublesome foreign secre- 
tary, for failing to engineer Eden’s resigna- 
tion earlier than February 1938, and for de- 
laying a final accommodation with Italy 
over Abyssinia until the end of that year. 

But Eden, says Mr Lamb, was the real 
source of British myopia. It was evident in 
his consistent and public suspicion of the 
intentions of Mussolini, in his insistence 
on League-of-Nations sanctions after the 
Abyssinian invasion, and in his unwilling- 
ness to come to an accommodation when 
sanctions failed. Nor did it end there. Eden 
is also blamed for the great missed oppor- 
tunity of the allies’ 1943-45 Italian cam- 
paign: his misjudgment of the strength of 
the anti-fascists, with whom timely co-op- 
eration, immediately after Mussolini’s ar- 
rest in July 1943, could have entrapped four 
German divisions in Sicily and altered the 
course of the Italian campaign. 

The case made in this vigorous and 
heavily-documented book is not entirely 
new to readers of Italian. Its novelty lies 
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rather in its detailed analysis of British mo- 
tives in the drama. Whether it is always con- 
vincing is more doubtful. Too often for 
comfort it strides over-confidently down 
the road of historical conjecture. British 
policy, says Mr Lamb, was all about appeas- 
ing Hitler and opposing Mussolini when 
quite the reverse was needed. Mistakes 
were no doubt abundant in British foreign 
policy in the 1930s, but it is only with hind- 
sight that most are identifiable. 

Jasper Ridley’s new biography of Mus- 
solini does provide some clues, though its 
scope and purpose is broader than Italy’s 
foreign-policy goals. Dwelling briefly on 
the collapse of the Hoare-Laval plan, Mr 
Ridley cites Raffaele Guariglia, secretary- 
general of the Italian foreign ministry, who 
argued forcefully after the war that the fail- 
ure of the Hoare-Laval plan pushed Musso- 
lini into a fatal alliance with Hitler. If the 
plan had succeeded, argued Guariglia, Ger- 
many might not have begun the second 





world war, and the fascist regime in Italy 
could have survived. Mr Ridley himself 
seems sceptical, pointing out that Guariglia 
ignores the more fundamental nature of 
Mussolini's regime and character. 

From his readable biography you do 
not, perhaps, derive much new evidence 
about the main character (some of Mr Rid- 
ley’s other biographies are superior by this 
test), though, as with much new scholarly 
writing on Italian fascism, you do get a 
more balanced picture of the regime and its 
complexities than previously. Mussolini’s 
actions were less foolish and ill-considered 
than was once claimed. Looking particu- 
larly at his doubts and delays in preparing 
for war and then declaring it, you might 
think you are seeing a more cautious figure 
than the intemperate warmonger some- 
times portrayed, and thus a leader who 
might have been won over. But it is doubt- 
ful, given Italy’s military weakness, whether 
Italian neutrality would have stopped Hit- 
ler. It is even more doubtful that a regime 
that survived its many difficult moments 
in the 1930s by stoking up enthusiasm for 
cheap foreign adventures could have sur- 
vived into the post-war world. 
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The future 


Do look now 


ANTICIPATING THE FUTURE: TWENTY MILLEN- 
NIA OF HUMAN PROGRESS. By Barry Buzan and 
Gerald Segal. Simon & Schuster; 295 pages; 
£20 


HE worst books about the future, espe- 

cially those written because of an arbi- 
trary benchmark such as the millennium 
(rather than, eg, because the author has 
something to say), are those that use a few 
supposedly world-changing trends, gener- 
ally in technology, geo-politics and the 
environment, to make shocking claims 
about the world a century hence. By con- 
trast, the better such books are not really 
about the future at all: they are keen ob- 
servations about the present and past, 
showing what in today's and yesterday's 
worlds could matter most in tomorrow's. 

Thisone, by two international-relations 
academics based in London (one of whom, 
Gerald Segal, is also a reviewer for The 
Economist), is thankfully in the better cate- 
gory. Indeed, a fair measure of its emphasis 
is that, despite its title, “Anticipating the 
Future” begins to talk about the future only 
after 190 of its 295 pages. The first two- 
thirds are devoted to a bold survey of hu- 
man history over the past 15,000 years, and 
an analysis of where mankind stands now. 

Naturally, the details are a bit sketchy. 
But this approach serves a useful purpose. It 
leads the reader to abstract himself from 
the petty, short-term concerns of this year 
or even this decade, and to consider in- 
stead the march of human progress. And it 
thus predisposes the reader to rise above 
the usual pre-millennial gloom. 

On such a platform, the futures dis- 
cussed in the final third of the book, written 
as if by historians writing in 2050, 2500 
and 7000, are relatively healthy ones. But 
in one respect, dear to this newspaper, the 
authors seem blinkered. Much is made of a 
trend of “economism”, when in the late 
20th century people came to believe that 
market forces were all, a trend which will 
apparently shortly give rise to a worldwide 
wave of crime and social disorder. 

The authors’ error here is the one they so 
usefully avoid elsewhere, namely of dwell- 
ing on the short term. A proper historian, 
looking back from 2050 at the changes in 
the role and extent of the state between, say, 
1980 and 1998 would surely detect only 
modest change except in those countries 
that in 1980 were communist or socialist. 
The authors seem to have wanted to settle a 
score Or two against Margaret Thatcher, 
rather than to see recent economic events 
in a long historical sweep. 

BILL EMMOTT 
— ee SS Se 


FEBRUARY 14TH 1998 








Can pay, won't pay 


It is still much easier to access the Net than to profit from it 


T A recent conference on interactive 
publishing in Zurich, optimistically 
entitled "The Push for Revenues", there 
was only one thing on the mind of most 
of the 300 people present: could they, as 
mainstream publishers, actually make 
money on the Net? For most, that means 
supplementing meagre advertising reve- 
nues with subscription revenues. 

That causes a problem. Two-thirds of 
web-users say that they will not pay for 
online content on principle. Some worry 
about credit-card security, and most be- 
lieve that once they have paid for a PC, a 
second telephone line and a subscription 
to an Internet service provider, every- 
thing else should be gratis. And, because 
the choice of free content appears almost 
limitless, few of them will miss the site 
that has the cheek to seek payment. 

Exceptional content is, of course, dif- 
ferent. Pornographic sites have profited 
by combining anonymity with inter- 
activity. Even more galling for owners of 
sophisticated, expensive content is the 
phenomenal success of voyeur sites like 
Jennicam:. The "content owner", Jennifer 
Ringley, has persuaded several thousand 
virtual Peeping Toms to part with $15 for 
an annual "subscription" that entitles 
them to receive live pictures of her daily 
life—sparing no dreary detail—transmit- 
ted from a digital camera. 

That Miss Ringley has created a robust 
business model is beyond dispute. 
Whether straight publishing can do the 
same is still debatable. The answer should 
soon become clearer. After observing the 
experience of pioneers such as the Wall 
Street Journal? and The Economist}, sev- 
eral publishers have in the past few weeks 
gingerly introduced paid-for elements to 
their sites or announced plans to do so. 
They include the New York Times*, Busi- 
ness Weeks, and, most intriguingly, the 
webzine Slate*, owned by Microsoft. 

Since it is easier to justify a purchase if 
you think the information might help 
you make money, business-led content is 
always going to be easier to sell than more 
general editorial material. The Wall 
Street Journal's Interactive Edition shows 
what can be achieved if you have a strong 
brand, pots of money, a product that is re- 
freshed by news-driven change and many 
readers who are already wired. Launched 
in April 1996, it now claims over 150,000 
paying customers, only a third of whom 
buy the paper in print form. 
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Subscribers get a sort of Global Wall 
Street Journal with content from all the 
regional editions, fuller versions of edited 
stories, hyperlinks to related articles in 
the archive and such specialised items as 
company briefing books. They are also of- 
fered an interactive personal-portfolio 
tracking service and moderated discus- 
sion areas (on, for example, the rights and 
wrongs of the American Justice Depart- 
ment's pursuit of Microsoft). However, 
the cost of running a dedicated team of 
about 100 people means that, even with 
its big subscriber base and three-fifths of 
the revenues coming from advertising, 





the wsj's web edition is still some way 
away from washing its face. 

All of which suggests that Slate will 
find ithard to convert itself from a freebie 
into a subscription service. It has always 
been something of an oddity on the elec- 
tronic news-stand. Most webzines are 
self-consciously cool, look as if they were 
designed by somebody in an advanced 
state of hallucinogenic intoxication and 
communicate in hyperbolic netspeak to 
readers who are assumed to suffer from 
severe attention deficit disorder. 

What sets Slate apart is its editor, Mi- 
chael Kinsley, a political journalist who 
first made his mark on the New Republic 
and in televised debates. His only conces- 
sion to Net mores has been to by-line 
himself “Mike”. His Slate is essentially a 
pretty conventional, pretty high quality, 
politics and culture magazine with a few 
interactive features, but an almost in- 
your-face lack of ^webbiness". 

Just before Christmas, Mr Kinsley 
warned readers that Slate would begin 
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charging early in 1998. His announce- 
ment read like a plea. The first point he 
made was that, though Microsoft had 
been an admirably hands-off owner, edi- 
torial independence and financial inde- 
pendence went hand in hand. Second, he 
suggested that, thanks to the trailblazing 
by booksellers such as Amazon.com, peo- 
ple were getting used to paying for things 
on the Web. His third point was straight- 
forwardly about value: “If your attitude is 
‘I really enjoy Slate, think it's entertaining 
and useful, visit the site while it’s free, but 
refuse to contemplate paying for it,’ we're 
not just puzzled, but actually a bit hurt.” 

Classy though Slate is, Mr Kinsley 
may indeed be hurt when Slate demands 
the expected $20 a year subscription from 
its 150,000 regular readers. Salon maga- 
zine’, which won Time mag- 
azine's "Best Web Site of 
1996", and sees itself as the 
Vanity Fair of the Web, has 
produced a different busi- 
ness model. Its three watchwords have 
been "content, community and com- 
merce", It locks readers in by making 
them feel important—Salon's reader fo- 
rum, called “Table Talk”, is the second 
most active on the Web. That base of loyal 
readers has led to added-value member- 
ship offers such as book and travel clubs. 
Salon's founder David Talbot, at 46 the 
same age as Michael Kinsley and with a 
mainstream newspaper background, 
says: “Online journalists must learn to 
operate in an environment where buy 
buttons and other features of online com- 
merce co-exist with editorial material—it 
is critical to our success.” 

Salon’s publisher, Michael O'Don- 
nell, reckons that the combination of 
paid-for special membership privileges, 
online sales and advertising to an afflu- 
ent audience will enable Salon, with 
roughly the same staffing as Slate, to 
flourish, while keeping the webzine itself 
free. Salon and Slate are not direct rivals, 
but they offer similar content and appeal 
to the same sort of readers. Slate says that 
charging is essential; Salom thinks it 
counter-productive. A year from now it 
will be clear who was right. Lots of other 
publishers will also be watching closely. 


I (www .jennicam.org) 

2 (www.wsj.com) 

3 (www.economist.com) 

4 (www.nytimes.com) 

5 (www.businessweek.com) 
6 (www.slate.com) 

7 (www.salonmagazine.com) 
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Victorious 





ENCYCLOPEDIA JUDAICA. Judaica. Multimedia 
and Ketter Publishing House. 
Womgip Book DISCOVERIES: 
GALLIMARD-LAROUSSE HISTORICAL ENCYCLO- 
PEDIA. IBM and World Book; £49.99 


OT long ago encyclopedias were seen 
as the repository of all knowledge. Yet 
today these imposing tomes that bent the 
bookshelves of yesterday's children are 
gathering dust. Worldwide sales of the 32- 
volumes ofthe printed version of "Encyclo- 
pedia Britannica", sold door-to-door for 
generations, have fallen dramatically from 
the 350,000 they touched in 1990. It is sales 
. of its electronic version that have soared. 
| In this age of digitised information, 
knowledge, it seems, must be seen and 
_ heard, not just read. "Look it up" now 
means mastering the intricacies of Boolean 
|. search engines, not learning to decipher of- 
«ten poorly constructed alphabetical lists of 
. topics. These modern methods bring a far 
- broader range of material and. even more 
important for those keen on knowledge, far 
more possibilities for lateral thinking. 
“Encyclopedia Judaica”, which re- 
© places its 26-volume printed parent, a sta- 
> ple for literate Jewish households and li- 
braries, fails disappointingly to fulfil its 
potential. Its spare style emphasising rapid 
access to text is in the mould of the Britan- 
nica CD-ROM. It makes no pretence to 
match the market leader, Microsoft's 
"Encarta", on the sound and vision part of 
knowledge. It even lacks the near-manda- 
tory matching website for updated mate- 
rial and hypertext links to the vastness of 
.. the wider information world. 
1BM’s “Discoveries”, in contrast, ex- 
tends the frontiers of multimedia. With 
three gigabytes of data on five cps it has 
plenty of room for 52 hours ofsound, much 
original music and 1,000 animations. The 
¿u images and sound are rich and deep, and 
the text serves mainly to link to the aural 
-. and visual. "Encarta", once the king of mul- 
^ timedia, has been dethroned. If under- 
-Standing history is in part sensing the maj- 
- cc esty and exoticism of other worlds, then 
“Discoveries” sets new standards. For once 
-the promised “virtual reality” is not mere 
hyperbole. 
5000. The French sources of the material also 
ensure a refreshingly non-American slant 
-on the information, but its Euro- 
x "centredness might vex some Asians. Its Web 
—. link is through the American World Book 
site. This enables the richness of the Inter- 
net to compensate for weaknesses in the sil- 
icon product. "Encyclopedia Britannica" 
could learn a lot from it. 
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Five CD 





Solzhenitsyn's Russia 


Fact in fiction 


ALEXANDER SOLZHENTTSYN: A CENTURY IN HIS 
Lire. By D.M. Thomas. Little, Brown; 608 
pages; £22.50. St Martin's; $29.95 


c6 O OTHER writer of the 20th cen- 

tury has had such an influence on 
history,” says D.M.Thomas in a prologue to 
this compelling biography. It is a big claim 
but Mr Thomas presents a robust case for it. 
Yet, though overwhelmingly sympathetic, 
he also depicts the warts of this most prob- 
lematical of Russian authors in more pain- 
ful detail than previous scrutineers, 

Alexander Solzhenitsyn’s has been an 
extraordinary life—one of astonishing ela- 
tion and triumph amid the horror and sor- 
didness of the Sovietera. Though his family 
was struck by the usual catastrophes ac- 
companying the revolution, the destruc- 
tion of the kulaks and the purges, he re- 
mained a convinced Leninist until a casual 
joke about Joseph Stalin near the end of the 
second world war (in which he fought 
bravely) hurled him into the gulag for eight 
years, to be followed by “internal exile in 
perpetuity”. 

Having survived the camps, he then sur- 
vived cancer in the wasteland of Kazakh- 
stan, where he had been dispatched to exile. 
Freed in 1956, he then rose to stardom in 
Khrushchev's thaw with the publication of 
his mini-masterpiece, “One Day in the Life 
of Ivan Denisovich", a brilliantly crafted 
tale of good and evil in the camps, only to 
be thrown back into persecution and igno- 
miny after Khrushchev’s fall. 

After secretly arranging publication 
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First Circle" and “Cancer i 
Ward", he embarked on his 
magisterial study of the la- 
bour camps, "The Gulag 
Archipelago”, it is probably 
the most authoritative, de- 
tailed and devastating in- 
dictment of the Soviet sys- 
tem of repression ever 
published. 

But since his expulsion 
from Russia in 1974, Mr 
Solzhenitsyn’s creative life 
has been more ambiguous 
and less titanic. And in the 
past four years, since he fulfilled his prom- 
ise to return to Russia, he has dropped al- 
most out of sight. 

Mr Thomas generously—and rightly— 
acknowledges a vast debt to an earlier bio- 
graphy of Mr Solzhenitsyn by Michael 
Scammell, who took ten years to chronicle 
the writer's life in a huge tome published in 
1984. What has he added? And does the rel- 
ative failure of Mr Solzhenitsyn's later life 
invalidate the history-moulding claim? 
The answer is: a fair bit; and no. 

For a start, as befits a fine novelist him- 
self, Mr Thomas offers a more rounded por- 
trayal of Solzhenitsyn the man and a more 
measured and telling assessment of Solzh- 
enitsyn the artist. His subject emerges as a 
remarkable but flawed individual and as a 
less than consistently creative writer. 

Most striking is Mr Solzhenitsyn's un- 
erring capacity to make enemies out of 
friends—as a result, largely, of subordinat- 
ing his entire life, and the lives of virtually 
all with whom he came into contact, to his 
consuming obsession to fulfil his God- 
given task of exposing the evils of commu- 
nism. This seems to have led him to divide 
almost everybody into friends and foes, 
and to draw rigid lines between good and 
evil in virtually all matters, commercial as 
well as moral. In his battle against tyranny, 
hehas been quite a tyrant. Not surprisingly, 
this makes him exceptionally hard to live 
with, though his tough but magnificent 
wife and loving band of sons seem to have 
coped admirably. 

As for Solzhenitsyn the artist, Mr 
Thomas makes well the point that the Rus- 
sian's most powerful creations are drawn 
closely from his own life; and that when his 
own life perforce became serene, his cre- 
ative juices flowed much less freely. As for 
Solzhenitsyn the politician, who has riled 
western intellectuals almost as much as the 
old Soviet politburo, Mr Thomas is particu- 
larly good at explaining, and sometimes 
mitigating, the occasional crudities of ex- 
pression that have made the writer so 
widely misunderstood. Mr Solzhenitsyn is 
an old-fashioned, God-fearing romantic: 
antiindustrial — anti-materialist, | anti- - 





| FEBRUARYIATH 1998 . 























i Enlightenment, and against’ rom he sees as 
the deadening excesses of rationalism. In 
the sense that Marxism was a western prod- 
uct, he is often anti-western too: in other 
words, he is a thorough Slavophile. But the 
-notion that he is some kind of Russian su- 
premacist is false. Nor is he anti-Semitic— 
in a whole chapter, Mr Thomas delicately 

n oroughly examines this much- 
-mooted charge, and persuasively refutes it. 

‘<= His latter-day impact on Russia has, de- 
__ Spite predictions tothe contrary, been min- 
. imal. He does not love the new regime or 
the new society. Since his expulsion at a 
time when Soviet power seemed secure, the 
prophet has had scant influence, either 























-abroad or back home. Does the quietness of 


. the past two decades belittle his earlier 
Ls achie rement-—to have taken on the entire 
P the Soviet state and conquered it 
Hand. pen? Not in the least. 







Plundered art 


Relabelled 





o: THE HERMITAGE: THE BIOGRAPHY OF A GREAT 
|... Museum, By- Geraldine Norman. Jonathan 


zape; 400 pages; £20. To be published in 
America in April by Fromm International; 
$35. 


THE Ergin Arrair. By Theodore Vrettos. Ar- 
cade; 238 pages; $26.95. Secker & Warburg; 
£17.99 


ANY museums have risen to great- 
ness by gentrifying loot. Marinate 
the spoils of war, revolution and empire in 
a museum for a few generations, and they 
assume a new identity as part of the "na- 
tional collection". But the Hermitage in St 
Petersburg has distinguished itself by rely- 
. ing on this form of procurement, 
even from its own citizens, well into 
the current century. A writer less 
sympathetic than Geraldine Nor- 
man might have made more of a fuss 
about the habit. 

Much of the Hermitage's finest 
art was stolen from private houses 
within living memory. Dozens of 
aristocratic and merchant families 
were robbed—the Shuvalovs, the 
Yusupovs, the Shchukins and the 
Morozovs prominent among them. 
To speak, as Ms Norman does, of 
“other important family collections 
that found their way to the Hermit- 
age after 1917" verges on euphemism. 

In this affectionate and readable 
"biography", the Hermitage can 
count on the benefit of any doubt. Its 
directors are “open and friendly”, 
“brilliant”, and “remembered affec- 
-. tionately” to a man. Ms Norman has 
-. a fine eye for historical detail. She 
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tells you all you need to know about Tsar 
Nicholas I by noting that the 666 pictures 
in his private collection included “650 mil- 
itary scenes". In the 1830s Nicholas gave an 
object lesson against "de-accessioning" 
works of art. He told the Hermitage to dis- 
pose of 1,564 pictures that he thought “of 
no importance". They were auctioned for a 
pittance, and later proved to include a Lu- 
cas van Leyden, a Chardin and a Kneller. 
Ms Norman's treatment of events in the 
1920s and 19305 is unsatisfying. The walls 
of the Hermitage doubtless offered those 
within some slight shelter from the worst 
terrors. Even so, this was a time when mad- 


. ness and brutality reigned across Russia; 


when public life was consumed by hypoc- 
risy and stupefaction. To have lived 
through it with anything resembling an 
honest and alert mind must have been a 
terrifying experience that finds little echo 
in Ms Norman’s account. This verges, how- 
ever, on complaining that she did not write 
a different book. Her narrative is back on to 
surer ground with the war years, and with 
the less harsh communism that followed. 
The Piotrovsky family, which has so 
dominated the modern history of the Her- 
mitage, makes its appearance in 1942: Bor- 
is Piotrovsky, a future director, is glimpsed 
celebrating his 34th birthday during the 
siege of Leningrad. He feasts on a slice of 
frozen bread spread with (nutritious) furni- 
ture glue, and potato peelings fried in re- 
storers’ drying oil. A toast is drunk in eau de 
cologne. Mr Piotrovsky is an archaeologist 
by training: he refers to his wife, whom he 
has met on a dig in Armenia, as “the best 
artefact I found in my excavations”. 
Hitler’s defeat brought the Heritage its 
next big windfall. Russian troops plun- 
dered trainloads of “trophy art” from Ger- 
many as compensation for the looting and 
destruction inflicted by Germany on Rus- 





Hermitage, Mikhail Piotrovs 


thise with the obsessive but unfortunat 
-Lord Elgin, who lost his nose, his fortune 





sia. The bulk of de pe et pieces v sue P 


vided between the Hermitage in St Peters- ^. 
burg and the Pushkin Museum in Moscow. 

Some of this “trophy art” was returned ` 
later to museums in the Soviet satellite state E 
of East Germany. Much was hidd E 
especially the many pieces de 
private collections stolen b 2 
themselves, which Russia had even les le- E 
gal, and no moral, right to possess. D 

Since 1995 the current director of the a 
y (son of Bor- 
is), has mounted two exhibitions of “trophy _ 
art”, demurely relabelled “Hidden Trea- _ 
sures” for the occasion. But Ms Norman re- 












ports that there are still storerooms in the — 


Hermitage piled high with unseen ceram- — 
ics and bronzes from ancient Troy, Chinese - 
iacquers and bronzes, Old Masters and. 
stained glass. That is the worst ofall worlds. 
If Russia is determined not to give its plun- 
der back, it should at least make the effortto 
flaunt it, as the British Museum does with — 
the Elgin Marbles, the subject of Theodore " 
Vrettos's lively history. E 

After reading it, even the most natiórial 
istic Greek will find it hard not to sympa 













and his wife. And even the most possessive — 
Englishman will understand why Greeks 
yearn to have these sublime treasures back. - 





Cosmetic surgery 
The Cleopatra 
mystery 


Venus Envy: A History or Cosmetic SUR- ` 


GERY. By Elizabeth Haiken. Johns Hopkins: 
University Press; ¢ 
Plymbridge Distributors; £20.50 


370 pages $24.95. 


N A long-forgotten film called “False _ 
Faces" a woman whose cosmetic surgery 
has gone wrong shoots the surgeon. The 


film was based on a real case of a woman 


whose legs had to be amputated when the. 


surgery designed to improve her stature 
was a failure. Of course things are different 


now. The cosmetic surgery industry, you 
are assured, is competent and responsible. 

Yet you can't blame people for having 
doubts. What if a woman's breast implants 
burst when she is hugged by a man driven 


mad with desire? "We were having a grand 
timeat the party," a woman recalls in Eliza- 


beth Haiken's book. Suddenly a large foot- 
ball pro “squeezed me very tightly. We 
heard a loud pop and he said, ‘What was - 
that? I said, ‘I think my beads broke, and I... 
ran to the bathroom. When I examined my- 
self, my breasts had become soft" Pi 
Why does anybody undertake wh 
candid plastic surgeon has. callec 

























-gery to repair bodies damaged in accidents 
Or in war is clearly commendable. The 
knife can be a kindly friend to people with 
. natural disfigurements, such as birth- 
. marks. The pale-faced Michael Jackson, 

who gets a chapter to himself in this book, 
has built a career in entertainment by alter- 
ing his looks. But what of surgery simply as 
an aid to getting a man? 

The sad truth is that with bigger breasts, 
or thinner thighs, a woman may not look so 
very different. Nor, for that matter, may a 
man with a bit added to his penis or taken 
offhis tummy. Friends perhaps do noteven 
notice the change. Attractiveness is annoy- 











" New fiction from Spain 
-Prizes all round 


ITERARY prizes for fiction pro- 
A. liferate in Spain today, and 
novels sell well. Not many of 
> them are read, according to Fran- 
-cisco Umbral, winner of the 1997 
Premio Nacional de las Letras, 
worth $35,000—but for royalties 
it is sales, not readers, that count. So Juan 
Manuel de Prada, the winner ef the 1997 
Planeta prize for fiction, is cheerful. His "La 
Tempestad”, named after a Giorgione 
painting, had a first run of 210,000 copies. 
In it, a libidinous art historian travels 
. from Spain to a gloomy, wintry Venice to 
. conduct research on Giorgione. On his first 
night there he witnesses a murder, and a 
masked figure throwing a ring into a canal. 
. This mysterious event leads him into a 
. World of art forgers, art restorers, museum 
-curators and rich buyers. 
... Mr Prada rinses his whodunit plot in 
neo-Gothic novel similes, and baroque 
-waves of three sentences starting with the 
same word or phrase. His disda:n for real- 
ism allows him to compare walking on 
snow to walking "on an invertebrate ani- 
mal that does not dare proffer a scream 
when stepped on". Seagulls hover in fog 
-.Tikea taxidermist's trophies; a woman's na- 








LA TEMPESTAD. By Juan Manuel de Prada. 
Planeta; 326 pages; Pta 2,400 | 
LA HIJA DEL CANIBAL. By Resa Montero. | 
, Espasa Calpe; 338 pages; Pta 2,600. | 
| QuiNTETO.DE BUENOS AIRES. By Manuel 


Vazquez Montalban. Planeta; 523 pages; 
Ptaz,800 — 


PLENILUNIO. By Antonio Muñoz Molina. 
Alfaguara; 485 pages; Pta 2,800 | 
DONDE Las Mujeres. By Alvaro Pombo. _ 
Editorial Anagrama; 280 pages; Pta 
1,950 
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ingly more shan ski dap 
Cleopatra was xcbibly p dc ub Or- 
 dinary. CI don't know what Anthony sees 
in her.") The mystery of some women's infi- 
nite variety echoes down the ages. Miss 


 Haiken in her entertaining book does not 


seek to solve the mystery; but in defence of 
plastic surgery, she offers evidence that it 
may make a woman feel better about her 
body, and it is the feeling that counts. What- 
ever its drawbacks, this “American solu- 
tion to the inequalities of the world" will 
not go away. A former pope pronounced 
against the use of cosmetic surgery to “en- 
hance the power of seduction, thus leading 
others more easily into sin". What could be 
more inviting than that? 


ked belly is a violin about to break 
its strings. Amid such arch literary 
extravagances, the novel ad- 
vances theories about art appre- 
ciation, attacks sterile academics 
and turns Giorgione's "Tempest" 
into an allegory of its plot. But it is 
the improbable scenes that predominate. 
Plausibility loses out to cinematic actions; 
"La Tempestad" owes more to the morbid 
Venice of Nicolas Roeg's film *Don't Look 
Now" than to John Ruskin or Henry James. 

Rosa Montero, a celebrated columnist 
for El Pais, a leading Spanish newspaper, 
won the Premio Primavera de Novela 1997 
for “La Hija del Canibal” (Daughter of the 
Cannibal). It, too, is unencumbered by the 
constraints of realism. The narrator, a 
childless, forty-ish writer of children’s sto- 
ries, is trapped in a stale marriage. When 
the husband she finds boring is kidnapped, 
she befriends two neighbours: an old man 
who tells his life story as an anarchist 
through the novel, and a young man who 
becomes her lover. 

These three unlikely musketeers 
track down the kidnappers in under- 
world Madrid. Always the colum- 
nist, Ms Montero interrupts her 
plot with digressions on mid- 
dle-aged women’s miseries, on 
sex, passion and men, on child- 
lessness and egotistical parents. 
These mini-essays can be amusing, but 
they pad the novel with pseudo-philos- 
ophy that borders on the banal. Fanta- 
sies, and Ms Montero's jokey appear- 
ance in it as a black-Spanish-African 
writer, undermine the story's credi- 
bility and stretch the reader's 
patience. 

In the 21st novel in his saga 
about a private detective/gourmet, 
Manuel Vazquez Montalban has 


| Greedy, ; book burning Pepe C 





els to Buenos Aires in search ofar man on 
the run and his daughter. The kaleido- 
scopic culture of Buenos Aires produces. 
some jokes, and too many stereotypical 

characters from ex-guerrillas to rich indus- 
trialists, ex-para-militarists, sexy university 

lecturers and seedy private detectives. Hec- 

tic action numbs plausibility and over- 

whelms character creation. 

So turn instead to Antonio Munoz Mo- 
lina. Like Mr Prada, he resorts to moody 
neo-Gothicism in his exploration ofa child 
serial killer in an unnamed Andalusian si- 


. erra town during a bleak winter. Unlike Mr 


Prada, he does so without stylistic quirks. 

Mr Muñoz Molina enters the minds of 
several interacting characters in long, sen- 
sual, balanced sentences that are a pleasure 
to read. The detective with a wife in a home, 
coping with his emotionally barren life; the 
school teacher abandoned by her naive, 
politicised husband, bringing up her child 
alone; the philosophical, forensic doctor 
who cannot find love; the ageing, third- 
world priest, and, above all, the porno- 
watching fishmonger (whose mind is bril- 
liantly explored before his identity is 
revealed)—all are believable characters. 

Mr Munoz Molina is a master of mood 
and atmosphere, and captures the Spain of 
the 1990s: indifferent, television-watching, 
lacking faith, unable to work out loving 
relationships. The reader reacts with dis- 
gust as the rapist stalks his second victim, 
another young girl. 

Liberal sensibilities are challenged by 
disconcerting reflections on the role prison 
and religion may play in rehabilitating a 
cunning rapist who blames "the full 
moon" for his urges. The police inspector 
and the school teacher 
break out of their lethargy 
in a morally liberating 
way. This novel involves its 
imagined characters in a 
seamless plot, without forc- 
ing stylistic ploys or end- 
less chatter on the reader. 














With "Donde las 
Mujeres” (Where the 
Women Are) Alvaro 


Pombo, the winner of the 
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- ONE OF THE WORLD'S BEST MBAs 


| The only publication to rate MBA 
programs worldwide is The Economist | 
Intelligence Unit's annual report, Which 
MEAG / A critica guide E. the world’ s best - 







h | by Distance Learning 


Has open admissions: no 
T or GMAT required 
|y Can be combined with study 

on campus 





About Heriot - Watt University 
Heriot - Watt was originally established 
in Edinburgh, Scotland in 182]. Today, it is 
| widely regarded as one of Europe's pre- 
eminent research, scientific, and technical 
universities. More than 9,000 students 
study on the 380 acre campus for their 
Bachelor's, Master's and Doctorate 
degrees in business, science, engineering, 
computer science, and allied fields. 






“ho cred with "the Villard Pessac 
Award, given for outstanding economics 
esearch. Also in 1994, The Esmee 
Fairbairn Research Centre of Heriot- Watt 
University, home of the MBA, won the 
eted Queen's Export Award. 
























How the program works 

Nine courses are required to earn the 
MBA, but one or two may be waived if 
you have taken comparable courses at. 
another school or have certain credentials. 
There are seven compulsory courses: 


Economics e Accounting e Marketing 
* Finance * Organisational Behaviour 
Quantitatroe Methods * Strategic Planning 
Two electives are chosen from a list of six: 
Negotiation e Strategies for Change 
Decision Making Techniques 
Government, Industry, & Privatisation 
International Trade & Finance 






Quite possibly the largest MBA ff 
program To the world ! 






here are more than 10, 000 active Heriot 
Watt MBA students in over 120 countries 
-ond over 1000 have graduated since 
1990. They range from entre-preneurs 
and business people to employees at the 
| world's largest corporations ~ including 
|, among many others: 





qe IBM -— * Barclays Bank 
o AI&T * Microsoft Strategic Information Systems 
* Chevron * Federal Express Each course consists of a loose-leaf 
fot + Dupont * Bank of America textbook written for this program 24 
* Xerox * Northern Telecom prominent faculty members at major U.S 
* Disney * U.S. Army and Navy | and European universities. There are no 
4 Prudential % London Stock papers, assignments, or thesis, only a 
* Texaco Exchange final examination for each course. You 








: UNIVERSITY MBA 


The Only MBA program in the world. that- 
Can be completed entirely by home study | Z 


decide 


examinations is Ist September. 


5 for those who travel extensively. 












how many and | 
which courses to take, | 
and study at vour own pacein 
your own time. . Exams are e ren 1 
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B The sole requirement for earning 
Ehe MBA is passing nine rigorous 


but fair three-hour examinations 


The Heriot-Watt MBA by Distance | 
Learning, while rigorous and intellect- 
ually challenging, is written to prepa: 
students for real business. prables 1s à 
challenges. | | i » 
Academic theory is used only to: m 
underpin practical applications. This 
practical case study approach, with its 
international perspective, is equally 
appealing to students and to PUEDE 
ior potential employers). | 
Because students are able to study at 
their convenience, this program is ideal 
for those with a varying work load and 





In less than two weeks, vou could be | 
working on your MBA in one of the | 
world's best MBA programs! 
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THE SMALL PRINT We will requiarly mar you with details of the best courses aiaiai: We aiso encourage other organisation 10 mad to seiectbons of our matee bs. A vole not wanting ffas iust write "Excsude trom non-Wevem matings’ on is: PORN 
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ac ae ee a ele ad ahaha KE T D Oe Qeon KANN EDUC dM dM een |. 24 Hour Service 
YES! Please send me the Heriot-Watt University MBA. course(s) ticked below. Al prices include First Class Airmail Postage, Packing and EZ i 
insurance, Guarantee: if | am not satisfied | can retum my course(s) within 10 days of receipt for a full, so quibble refund. E 3 i FAX: International code 
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. 1997 Premio Nacional de la Critica, has 
c written a most original novel. Its central 
character is a spinster who has acquired 
spiritual insight into love and family life. 
The story opens with her as a 14-year-old 
girl observing her artistic mother, her ec- 
centric aunt and this aunt’s Icelandic lover, 
her younger sister and brother. They are all 
locked up in secluded and privileged 
homes on a peninsula in Northern Spain, 





H 


FTER Christmas the bookshops 
| empty. Avid readers have the aisles 
| almost to themselves during the dark 
| days of winter and literary fiction sells 
| comparatively well. In consequence, sev- 
eral well-reviewed novels are among the 
current bestsellers in Spain and, moreun- 
usually, in the United States as well. 

| In fact, at least half of the books in the 
American fictional hardback top ten offer 
something more than mere escapism. 
"Paradise", Toni Morrison's first novel 
since she won the Nobel prize for litera- 
ture in 1993, has been described by the 
New York Times as "possibly her best 
Work of fiction". P.D. James (aka, Baroness 
James of Holland Park) is an experienced 
criminologist as well as a polished writer. 
Her mysteries are well-written, thoughtful 
and reek of evil. Arundhati Roy's "The 
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buffeted by Atlantic weather. - 









Any doubts about Mr Pombo's ability to 
enter into the heart and mind of a female 
character are completely dispelled. The 14- 
year-old grows up into an intellectual who 
avoids domesticity and marriage, and 
refuses to pine away for an impossible love 
like another of her aunts. Mr Pombo's com- 
plex, sinuous sentences, always finely at- 
tuned to sound and sense, pull the reader 


What the world is reading 


God of Small Things” was a worthy win- 
ner of Britain’s coveted Booker prize for 
fiction last year. And neither Charles 
Frazier's story of a disillusioned rebel sol- 
dier, which is based on the history of the 
authors own family, nor Dominick 
Dunne’s thoroughly-researched, though 
fictionalised, look at the life of a geisha 
are pulp fiction. 

As the mass-market for fiction is rela- 
tively under-developed in Spain, the 
Spanish list is customarily a cut above the 
American one. Two of the novels on it— 
Juan Manuel de Prada’s “La Tempestad” 
and Rosa Montero’s “La Hija del 
Canibal"—have won top literary prizes 
and are reviewed in the preceding feature 
on Spanish fiction. 

But, to judge from these lists, the tastes 
ofSpaniards and Americans are different 





along. His spinster sees through the prote: 
tive pose of her mother and aunt: the pos 
of thinking themselves special. 

Mr Pombo excels in portraying provir 
cial oddballs. Each of his characters | 
unique, and his reliance on realism c 
place and psychology gives the novel th 
density of a memoir. For once, a litera: 
prize is fully deserved. 





when it comes to fact as well as to fiction. 
No book other than Frank McCourt’s ac- 
count of a boyhood in miserable Limer- 
ick is currently a bestseller in both coun- 
tries, though Daniel Goleman's pitch for 
emotional intelligence was a blockbuster 
in the United States before it was trans- 
lated into Spanish. 

The Spanish, it seems, are a bit more 
willing than Americans to read foreign 
authors, especially if they are Latin. The 
non-Spanish writers of bestsellers in 
Spain include an Italian, a Brazilian and 
a Chilean. As usual, the American hard- 
back non-fiction list takes in self-im- 
provement, a how-to guide on amassing 
riches and religion. The Spanish, it seems, 
are more taken by serious stabs at recent 
and contemporary history: a pre-war 
prime minister's diaries, a post-mortem 
on General Franco and an examination 
of Basque nationalism are among their 
non-fictional top ten. 





TT HT m mm Mm nete i tmi rtt it a meta PURI A TUM a i mae 


18 


FEBRUARY 14TH 199! 


el 
E. 

j 

i 

ond 

E 

Al 
i 

i 

E 

i 

i 

i 
f. 


| 
i 
| 
| 
} 
| 





Th folfaiwing Series are available from The Economist Shop. 
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blished in The Eċonomist 
i t1 October & December. 1997 
s " Pages UK po £6 Overseas £7.50 


à Management Briefs 1994-1996 


The ten. management briefs i in this collection use 
; case studies to look at how managers have 
handled, or mishandled some of the big issues 
ng companies. — | 

st published in The Economist 


|. between November 1994: & April 1996 
|: 246 Pages UK gio t6 Overseas £7.50 


The abuse of economics: 

. Common economic fallacies 

Many debates about economic issues are based 
on misunderstandings. The nine briefs in this 
collection attempt to unravel some popular 
economic fallacies. 


- «first published in The Economist 
between November 1995 & February 1996 
24 Pages UK price £6 Overseas £7.50 


ALL PRICES INCLUDE POSTAGE AND PACKING. 
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Common economic fallacies 
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aly book carefully diagnoses the causes ond 
equences of eroding trust in government andit — 

stimulates and prepares readers to think seriously about - 

the proper role of government and citizens in America.” 
—SAM NUNN, US, SENATOR RETIRED, GEORGIA 


single exploraton of a disturbing phenomenon 
nerican life: a persistent, long-term dedine in 
people's confidence in government. 
By placing more than a dozen possible explanations under a 
microscope, the authors have not only sorted out the most likely 
causes of the decline, but have also formulated a strong 
agenda for future research. For those seeking to adapt our 
governmental institutions to a third industrial revolution, as 
we must, this book provides invaluable understandings.” : 
— DAVID GERGEN, EDITOR-AFLARGE, US. NEWS & WORLD REPORT > 
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How many ‘A’s was that? 


Entity: 


Landeskreditban«x 


Baden-Wurttembe:3 (L-Bank) 


issuing vehicle: Baden-Württember3 L-Finance 


N.V. Amsterdam (Netherlands) 


Owner: State of Baden-V/irttemberg 


Net income in 1996: DEM 400.4 m («9.5 96) 


Balance-sheet data 1996: Total assets: DEM 133 bn 
(+ 14.5% in compasison to 1995) 
Common equity 
DEM 4.18 bn (410.5 96) 
Loans: DEM 89.3 bn («20.1 €) 


issuing volumes: 1993: DEM 15.5 or 
1994: DEM 247 b: 
1995: DEM 19.0 5 


1996: DEM 19.3 bs 


http://www.l-bank.de 


Anyone who can count to three will 
know that size is perhaps not the best 
indicator of the credit quality of an 
issuer. That's why L-Bank's followers 
are not in the least concerned that our 
coat of arms features not enormous 
elephants but lean lions. Investors can 
relax in the secure knowledge that this 
particular trio of heraldic cats have 
been symbols of courage, strength and 
vigilance ever since medieval days. 
Today they also stand for our strong 


links with Baden-Württemberg, an 





economic powerhouse of a state even 
by German standards, in whose coat 
of arms they also figure prominently. 
But it's not just in Germany that our 
three lions feel at home — these kings 
of the jungle can be found pacing 
trading floors the world over. Together 
they stand for a credit rating that 
enables L-Bank to show its teeth by 
offering exceedingly attractive terms 
for major liquid transactions. L-Bank, 
Schlossplatz 10/12, D-76113 Karlsruhe, 
Germany. Telephone +49 721 150 18 07. 


EL-BANK 


Landeskreditbank Baden-Württemberg 
































suffered by Algerians who have fled to 
ang asylum. Despite this evi- 


are being forcibly repatriated each 
from Britain. Some of those de- 


- arrival and at least two tortured, according 
- toindependent researchers (see boxon next 
. page). Last year 86% of the 765 Algerian asy- 
kers whose cases were reviewed by 
ome Office were rejected. 

treatment of Algerian refugees is 
he tip of an asylum regime so obvi- 
failing that it is widely acknowl- 
ged, even by ministers, to be indefensi- 
ritain locks up more asylum seekers 
r longer periods with fewer judicial safe- 
ards than any other country in Europe. 
More than half of the 850 asylum seekers 
- currently detained are held 

son with no right of 
| l even though the 





- fence, let alone convicted. 
Some detainees spend 
< more than a year in jail, 
only to be granted asylum 
. status eventually. 
‘Imprisoning asylum 
~ seekers has been strongly 
criticised by the chief in- 
-spector of prisons, Sir Da- | 
vid Ramsbotham, in a re- 
port to the home secretary 
to be published next 
month. Although detain- 
ees are entitled to a bail 
hearing, few gain their free- 
dom. An Algerian whose 
detention was continued - 
even after hehad produced 
incontrovertible evidence 
to justify his asylum appli- 
cation was recently 
. awarded substantial dam- 
< ages against the home sec- 
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4 r N THE; past + four years the Medical Foun- 
-AÅ dation for the Care of Victims of Torture. 
.h ha s locumented | more than 40 cases oftor- 


se of electric shocks, burning, 
other forms of abuse, about 20 Al- - 


rted have been immediately arrested on- 


urable mess 


i is : o tbitraiý and inefficient that it fails even the - 
1 Binistration TE 


retary. Peter van der Vaart, deputy represen- 


tative of the UN High Commissioner for 
: Refugees i in London, says that Britain's de- 
tention of supplicants breaches the Euro- 
pean “Convention on Human Rights. 
"What we object to,” he says, “is that deten- ` 
tion is being used to deter asylum seekers.” 

The asylum regime does not only break | 
Britain’ s human-rights obligations; it is 
. also an administrative and legal shambles. 


"We inherited a mess,” says Mike O'Brien, 


the Home Office minister in charge of im- 


migration policy. 
Thus a new law in 1993 sought to intro- 


duce a speedier procedure with tight time | 


limits. Despite this, the backlog of cases 
awaiting a final outcome continues to rise. 
Last year 51,795 were awaiting an initial de- 
cision on their application with a further 
25,750 on appeal. The previous govern- 
ment’s attempt to deny benefits to asylum 
seekers who did not deciare their intention 


on entry has also stalled. The courts ruled 








. recipient countries. There were 32,49 
applications for asylum in Britain last yeat 
- almost eight times as many as in 1987. Less 
- than 5% of 1997's arrivals have been given 
asylum status, although a rather greater 
- proportion than that have exceptional 
leave to remain. Compared with Canad 


89% of applicants, Britain is hardly oe 


calls having cartloads of files wheeled past 
“him, so that officials could. “truthfully” Te- 











that local authorities had a duty 

provide shelter and food. The autho 
are now seeking to shift the burden back to. 
central government. Westminster, one of — 
the councils involved, has threatened to __ 
bus hundreds of asylum seekers in its care 





Ea Liverpool, nearly 200 miles (320 km) - 


away, inan attempt to save money. 
The root cause of the crisis is that the le- E 
gal basis for asylum, defined by the1951Ge- 


neva Convention as “a well-founded fear 
_of persecution”, was drawn up when few — 
had the means to escape. Since then the __ 
Convention has been pressed into service — 
by an increasing number fleeing violence, cS 
disorder and poverty; at the sametime,itis — 





being interpreted more and more tightly by | 























which grants asylum to between 65% and 


ous to refugees. 


Whitehall farce 


Sorting out who qualifies to stay is the stuff i 
of farce. One Conservative ex-minister re- 


pyt to paanan questions that he had 
.. reviewed the file. ‘Jue 

. whohear asylum cas 
vately express ‘scept 





! process can distingui: 
tween people i in real need =. 
- of protection and. those fuis 
who successfully exploit i its 
blatant loopholes. © "You . 
| might: as well draw straws” 
_ sighs one immigration-ap- 
. -peals judge despairingly. 
Asylum seekers’ fates often. 
. hang on sheer chance... 
Three small children, the 
youngest aged four, were 
recently on the point of be- : 
ing sent back to Nigeria 
without their parents. 
Their deportation was 
stopped only when a min- > 
ister asked officials what =. 
would happen to the chik- 
dren on arrivalat Lagos. | He Do 
was told: “I suppose: c 
services. will. loo 












































HE form of torture favowred by Alge- 


| rian security officials is the chiffon, a 
practice inherited from the country's co- 
lonial past. The stomach is filled to burst- 


then kicked until the victim vomits. Ex- 
cruciatingly painful, it has the advantage 
of leaving few marks and can be re- 
peated until the victim passes out. More 
than halfofthe 45 Algerian refugees seek- 
ing asylum in Britain and examined by 
the Medical Foundation for the Care of 
Victims of Torture described having suf- 
fered variations of the chiffon. — 
Second only to the chiffon in fre- 
quency are various forms of sexual 
abuse. Of the 43 men whose cases were 
examined, five said they had been raped 
and ten were abused by a torture known 


. invites abuse. The long delays involved in 


. centive to try their luck knowing that they 
are unlikely to be repatriated for several 
years, if ever. Amnesty, the human-rights 
“organisation, says that between 1992 and 
1995 54,000 pie seekers reached the 

end of the legal process. But inthe same pe- 

riod fewer than 8,000 were deported. 

Home Office ministers m that there 

are at least 30,000 “illegals” who should 
have left the country but are tacitly being 
allowed to remain. Roughly half have dis- 
appeared and are untraceable. Some esti- 
.. mates by asylum groups put the number of 
. illegals as high as 100,000. Officials pri- 


.. vately acknowledge that these long-termfu- == = 
. fitive refugees cannot be deported. So YA. 
. much time has elapsed that repatriation V- 
could only be accomplished at the cost of 
great personal hardship to the fugitives and : 


their families. 


Whether ministers will be 
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 Apatternofabuse - 


ing point with contaminated water and- 


of those he had examined to be worse 


. appeals gives would-be immigrants an in- 


PAM | 


as "sitting on a bottle" in which objects 
are forcibly pushed through the anus. A 
further eight described having their geni- 
tals put in a desk drawer which was then 
repeatedly slammed shut. 

Michael Peel, consultant physician to 
the Medical Foundation, told a par- 
liamentary human-rights group last 
month that few of these tortures leave 
any visible marks, so proof is difficult. 
But having personally examined many 
of the victims, he was in no doubt that 
"the systematic torture of detainees is 
commonplace in Algeria." Psychological 
torture, he told MPs, was an equally fa- 
miliar weapon. Hearing the screams of 
others being tortured was said by many 


than being tortured themselves. 


enough to tackle this issue publicly is un- 
certain. Last August the government an- 
nounced a study of asylum as part of à com- 
prehensive spending review. A separate 
review of detention policy has also been 






filtering out eon Whitehall that’ easury P 
officials, who are conducting the spending. 
review, are appalled at the inefficiency z and X 
arbitrariness of the current system. ~ 

The home secretary, Jack Straw, says he 
is committed to a “fairer, faster, and 
firmer” procedure. Asylum groups are scep- 
tical whether the changes the Home Office 
is considering will tackle the radical flaws 
in the system. Some form of judicial appeal 
for those detained is likely to be offered to 
counter the charge that Britain is in breach 
of its human-rights obligations. Mr Straw, 
however, struck a hard note when asked 
this week by The Economist how he pro- - 
posed to deal with the lengthening queue 
of asylum seekers: “I am not intending to — 
declare any sort of amnesty,” he said. “Of ^ 
all the asylum applications I have dealt 
with in my constituency, only one was 
genuine.” 

. But more than tough talk will be 
needed to resolve the current crisis. An ethi- 
cal foreign policy, the boast of the new La- 
bour government, should begin at home 
with an asylum regime that does not con- 
demn those fleeing persecution to arbitrary 
punishment and years of uncertainty. 





Asian immigrants 
After Powell 


BRADFORD . 


Enoch Powell, who died this week (see page 92), said in 1968 that non-white 


immigrants ‘‘still look to the countries whence they came as home”. Thirty 
years on, we pon from one of Britain’s least white cities 





LT HEN, ; in the mid-igth century, the 
-wool trade boomed in Yorkshire, al- 


: most a tenth of the population of Bradford 
.were Irish immigrants. Many spoke no 
e English; all were dirt poor; as Catholics, 

they were on the receiving end of persecu- 
tion and riots. Now, Bradford's Irish have 


become indistinguishable from most York- 


| shire folk, Will all Bradford's Asians one 


day: do the same? 
That question is a test case for Britain's 
approach to immigrants. Unlike France, 


-which has tried to insist that immigrants 
regard themselves primarily as French, suc- 


cessive British governments have largely ac- 
commodated immigrants—recently, for ex- 


-ample, allowing state-financed Muslim 
schools. But in Bradford, this approach i is 


tested to the limit. 


.. Thecity is unusual on two counts. It has 
one of the lowest shares of white popula- 
 -tion of Britain's three dozen metropolitan 
= districts: 84% at the time ofthe 1991 census, 


and perhaps 72% by 2011, according to pro- 


| jections by the city council. And it has one 


of the highest concentrations of a single 


ethnic group—Muslim Pakistanis, who by 
2011 will account for one Bradford resident 
in five (and one in three under-fives). In 
Manningham, an inner-city area, half the 
population was already Pakistani at the 
time of the census, and only 36% white. 
Overall, says Charles Forgan, who runs 
Bradford Breakthrough, a group that pro- 
motes local development, one-tenth of Brit- 
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ain's 500,000 Pakistanis live in Bradford. 

Two things make these figures signifi- 
cant. Pakistanis are more resistant to inte- 
gration than most immigrant groups. And, 
partly as a result, they suffer particularly in 
the job market. Both these points were clear 
from an analysis of “Ethnic Minorities in 
Britain”, published by the Policy Studies In- 
stitute last year. It found that in several 
ways the lives of Pakistanis (and 
Bangladeshis) differed more than those of 
other immigrant groups from those of 
white Britons. Tariq Modood, who wrote 
much of the study, points out that 1% of Pa- 
kistanis who were married or cohabiting 
had a white partner, compared with 20% of 
Caribbean adults. And 40% of Pakistani 
and Bangladeshi men were out of work— 
more than in any other ethnic group and 
two and a half times the rate for white men. 

Bradford’s Pakistanis began to arrive in 
the late 1950s to work in the textile industry. 
Most are Mirpuris, from a rural corner of 
the Pakistani part of Kashmir. They brought 
their wives in the 1970s, just as the city’s tex- 
tile industry collapsed. But they kept their 
links with home. Some 58% of the mar- 
riages of their Bradford-born children are 
to partners (often cousins) from “home”. 
That proportion may rise, thanks to a 
change in the rules by the Labour govern- 
ment that make such “intercontinental” 
marriages easier. Brides and bridegrooms 
from home tend to speak little English. So 
the city’s education department is strug- 
gling to persuade the government that it 
still, 20 years after the main wave of immi- 
gration, needs extra money to pay for teach- 
ing children who speak little English. 

Not only do Pakistani children often 
start their schooling with a linguistic 
handicap; many interrupt it to £o home for 
three or four months at a time. On average, 
1096 of children are away. Some Bradford 
Muslims insist that such absences are the 
best way to keep children in touch with 
their culture and religion. For instance, 
Manzoor Bahadur, who runs a large cloth- 
ing retailer, complains that parents lose 
control of their children when their young- 
sters learn English, and says that children 
who spend time at school in Pakistan do no 
worse (and sometimes better) than those 
who stay in Bradford. 

Partly because the community keeps so 
firm a grip on its young, Bradford's Paki- 
stani youngsters are mainly a law-abiding 
bunch: the row of *most wanted" photo- 
graphs in the main police station has 
hardly a single Asian face. But the children, 
or at least the boys, do worse at school than 
other youngsters. They are more likely to 
take no GCSEs (exams for 16-year-olds); less 
likely to get decent results; and far less 
likely to go on to further or higher educa- 
tion. The psi study found a similar picture 
nationally: many more Pakistani (and 
Bangladeshi) youngsters have no educa- 
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tional qualifications than children in other 
ethnic groups. 

Poor education, says Mr Forgan, is even 
more important than racial discrimina- 
tion in explaining the appalling rates of un- 
employment that Pakistani boys suffer. His 
organisation has helped to back QED, a 
charity that aims to improve employment 
prospects, especially for immigrant groups. 
Mohammed Ali, the Pakistani who 
launched it, argues that the approach that 
Bradford's various Asians take to education 
depends mainly on their socio-economic 
background: the children of Sikhs from ru- 
ral areas, for example, do worse than Mus- 
lim youngsters whose parents are urban- 
ised East Africans. 

But education is not the only answer. 
Bradford also needs many more jobs. The 
economy is doing rather well, but inward 


a 
A snapshot of Bradford 


investment is patchy. “Middle managers 
don’t want to come here,” says one local 
businessman. “There may be 230 curry res- 
taurants, but the schools are lousy.” In the 
long run that may change: labour is bidda- 
ble and youthful. But for now, Pakistanis 
need to create more jobs of their own. 
Pakistani Muslims tend to be less 
entrepreurial than, say, Britain’s Gujaratis. 
People such as Mr Bahadur are rare. His 
store, started in 1996, will have sales of 
about £1m ($1.6m) by the end of the year. 
Unlike most Pakistani businesses, it delib- 
erately aims at a non-Asian market. “We 
have to get rid of the shackles limiting the 
market to our own community if we are to 
do something about youth unemploy- 
ment,” says Mr Bahadur. Quite right: only 
by abandoning some of their separateness 
are Bradford's Pakistani Muslims likely to 
save their youngsters from a jobless future. 





BRITAIN 
Northern Ireland 


Teetering 


BELFAST 


FTER two fatal shootings in Belfast on 
February 9th and 10th, Northern Ire- 
land’s peace talks are facing their sternest 
test yet. The killings strongly suggested that 
the 1RA had breached its six-month-old 
ceasefire. Unionist politicians wasted no 
time in calling for the expulsion from the 
talks of Sinn Fein, the rRA's political wing. 

The first to die was a 30-year-old Catho- 
lic, Brendan Campbell, who had already 
been wounded in a shooting last month. 
Police said that he had drugs connections. 
The second was a 35-year-old Protestant, 
Bobby Dougan, who police said was a 
member of the Ulster Defence Association 
(UDA), a loyalist paramilitary group. Mr 
Campbell had boasted of throwing a hand 
grenade at a Sinn Fein office and feared the 
IRA would kill him. Mr Dougan was shot 
near a strongly republican district. A num- 
ber of people were arrested after his death. 

If the police tell Mo Mowlam, the 
Northern Ireland secretary, that they be- 
lieve the IRA carried out either killing, then 
Sinn Fein is likely to lose its seat at the 
peace talks, at least temporarily. The British 
and Irish governments would be bound to 
rule that Sinn Fein was in breach of the 
pr:nciples governing the negotiations, un- 
der which participants must forswear the 
use or threat of violence. The prospect looks 
sure to overshadow the three days of talks 
due to begin in Dublin on February 16th. 

Why would the 1RA want to risk Sinn 
Fein's ejection? One theory is that dissident 
members, knowing that the peace process 
will not bring about a united Ireland, are 
out to undermine Sinn Fein's president, 
Gerry Adams. Another is that Mr Adams 
himself needs a way out of the talks, be- 
cause he cannot stomach the compromises 
ahead. Either way, killings with IRA hall- 
marks would force unionists either to insist 
that Sinn Fein is shown the door or to walk 
out themselves. 

Unionist politicians are pleased at the 
prospect of Sinn Fein's departure. Others, 
including the small Progressive Unionist 
Party (pup), a front for loyalist paramili- 
taries, are more willing to give republicans 
the benefit of the doubt, until either the IRA 
admits that its ceasefire is over or the police 
declare the IRA responsible for this week's 
deaths. 

Last month, a similar police finding 
helped push the Ulster Democratic Party 
(upp), another group which speaks for loy- 
alist paramilitaries, out ofthe talks. The po- 
lice blamed the upa, which the upp fronts, 
for three random killings of Catholics. A 
UDA admission followed, though the group 
termed its killings a *measured military re- 
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BRITAIN 


Will Sinn Fein still smile in Dublin? 


sponse, now ended”, The up» was expelled. 
However, Ms Mowlam promised to review 
the party’s expulsion within weeks if she 
was Satisfied that the UDA ceasefire had 
been reinstated. 

Loyalist killings promptly stopped. The 
UDP looked set to return to the table when 
the talkers came back from Dublin. The 
shooting of Mr Dougan on February 10th 
appeared timed to prevent that: both the 
police and Belfast Catholics now fear an- 
other “measured response" from the UDA. 

Some still hope that the 1RA will now 
put its guns away again: after all, before this 
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i 


" T ni 
- " 





week's killings there had been few signs 
that its ceasefire was close to breaking 
down. Talks could survive a Sinn Fein ex- 
pulsion, but not an open return to violence 
by the 1RA. The loyalist ceasefires would 
end at once, pushing the Pur as well as the 
UDP out of negotiations. That in turn 
would undermine the Ulster Unionist 
Party, the leading unionist group, which 
needs at least one loyalist party inside the 
talks to bolster its position among North- 
ern Ireland's Protestants. Whatever the mo- 
tives of the killers, the fragile “peace pro- 
cess" is in danger. 





Newspapers 


Press squeezed 


How can you tell whether British newspapers are priced fairly? 


OTHING exercises the British press so 
much as the welfare of the British 
press. A small amendment to the Compe- 
tition Bill, pushed through the House of 
Lords by a group of rebellious peers (see 
page 63), received massive coverage this 
week because it was aimed at Rupert Mur- 
doch and his newspaper pricing strategy. 
Predatory pricing, the argument goes, is 
weakening Mr Murdoch's rivals, thus en- 
dangering diversity in the newspaper mar- 
ket and democracy itself. 

On September 1st 1993, Mr Murdoch's 
Times cut its cover price from 45p to 30p. It 
is now 35p except on Monday, when it is 
20p, and Saturday, when it is 40p. Interest- 
ingly, by the standards of most of this cen- 
tury, in real terms today's Times is not espe- 
cially cheap (see chart). 

Between the second halfof1993 and the 
second half of 1997, the Times's circulation 
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rose by 92%. The Independent has lost 20% 
over that period, and the Express, which, 
with the dumbing-down of the upmarket 
papers, is now a competitor to the Times, 
16%. But it is the mortal danger to the Inde- 
pendent that so alarmed their Lordships. 

So is this really a case of predatory pric- 
ing? Since the price cut, the Times has been 
investigated twice by the Office of Fair 
Trading, Britain's competition watchdog; 
and twice the orr has let it off. 

The oft starts from the right point: that 
its job is to protect consumers, not produc- 
ers, But its definition of predatory pricing is 
a narrow one. It requires, among other 
things, proof that a suspected predator in- 
tends to drive a particular competitor out 
of business. That might have some point in 
a duopolistic market such as buses, where 
there were vicious price wars in the 1980s, 
but it is irrelevant to a market such as news- 





papers where there are many players. 

Most economists would agree on a 
wider definition, which would require that 
a predator sustain losses over a period of 
time, and that he should expect to be able to 
make monopoly profits in the long run. In 
other words, if a megalomaniac chooses to 
waste lots of money by driving some of his 
rivals out of business, that is fine by econo- 
mists so long as there is enough compe- 
tition left in the long run to keep prices 
down for consumers. 

The Times probably does lose money. 
News International, which owns it, will not 
talk about its finances, but does not claim 
that it makes a profit. Industry observers 
reckon that it loses up to £60m a year. But it 
is hard to see how, facing so much compe- 
tition, the Times could make monopoly 
profits even if it killed some of its weaker 
rivals. Its strategy, therefore, cannot be con- 
demned as predatory pricing. 

The rebellious peers, however, claim 
that newspapers are a special case. "In the 
field of newspapers," says Lord Borrie, a for- 
mer head of the orr and a director of Mir- 
ror Group Newspapers, which part-owns 
the Independent, "democracy requires a 
greater diversity of product than it does in 
the field of baked beans"—a point that the 
law already acknowledges. The law on 
mergers has special hurdles for newspa- 
pers; and although the government is likely 
to overturn the Lords amendment, the law 
on predatory pricing should also ring 
alarm bells in the newspaper market before 
they ring in the baked beans market. 

Still, Britain's newspaper market, one of 
the world's most diverse, is not yet near that 
point. Diversity has survived the price war: 
the up-market newspapers least like the 
Times—the Guardian and the Financial 
Times—continue to prosper with relatively 
high prices. The Daily Telegraph, Mr Mur- 
doch's main target now that the Indepen- 
dent is weakened, has increased its circula- 
tion, though at considerable cost to its 
profits. The Independents troubles can be 
blamed on the Times—but also on its own 
bad management. 


Moving with the times 


The Times’s cover price, pence 
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“hs prolonged visit to the gents when 
the vote was called—and carried 
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le. Lord Harris of High Cross, a 
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iis or writers ioe to be 
ord Borrie, who spoke for the 
mendment, is a director of Mir | ag 
Group Newspapers, which PEZ 
wns nearly half of the Times's: 
ruggling rival, the Independent). 

"Both the Labour and Tory front. 
niches opposed the amendment, 
to no avail. Many Labour loyal- 
ists found they needed to pay a 





by 121 Votes to 93. 
The Murdoch papers next day 


: lambasted their lordships. The x 
-non-Murdoch papers j 
them. None pointed out the most. . 
. significant truth about the revolt. — 
It could take place only because 
the House of Lords is not elected. —— 


praised 


. Tony Blairs government ar- 


| gues that its Competition Bill pem. bois een pricing 


and that it would be wrong to add a specific clause dealing with 
newspapers. This is a respectable argument, but it is | not what 


. really motivates ministers. 


What motivates ministers is sucking up to Mr Murdoch. Un- 
til recently, he had no enemy more intransigent than the Labour 
Party, which blamed his propaganda sheets for its four succes- 


proprietor; and was rewarded with the backing of the mass-mar- 
ket Sun. Mr Blair's resistance to the amendment is Mr Murdoch's 
payback—although the Tories, who want to win Mr Murdoch 
back for conservatism, are tender towards him too. 

When the amendment comes to be considered by the Com- 
mons, the whips will be on. "You're only here because of the 
Sun," the Labour whips will whisper. The elected politicians in 
the Commons will contemplate eternal values such as fair com- 
petition and a free press. Then they will contemplate the possi- 


 bleloss of their seats and careers, and vote for Mr Murdoch. | 


. The Lords, however, face no voters. They have no real power 


ae virtues 









sive election defeats. Then Mr Blair began a love-in with the great — 


to hang on to. All they offer is the force of their arguments, ) 
on this occasion persuaded most Lords without an inte 
the matter to back the change. Those same arguments, inciden 


tally, persuaded them this same week to back an inquiry into the 
arguments for decriminalising cannabis, arguments from 


which the government, fearful of the electoral consquentes 
shies away. | 
The significance of this should not be lost on the cabinét 


prise pambe ‘a nobel céas 


of hed peers would ale ! 


one on February 9th, in "which 


| entkettle of fish. If they faced elec- 
.| tion, Lords, like members of th 
^|. Commons, would have to weigh 
heavily the power which Mr Mur- 
A doch might exercise over their elec- 


The meaty arguments about pred- 
atory pricing would not be made. 


reluctantly bow to the Commons’ superior mandate; and the 


‘government will get its way. 


But at least as a result of the Lords’ vote the government has 
been forced to face up to what it is about, and justify it in public. 
When the government behaves shabbily, their lordships cannot 
stop it but they can cause it embarrassment. That, the limit of 
their power, is what they are there for. 

An elected chamber would not have done it. From the gov- 
ernment’s perspective, therefore, an elected chamber may look 
more attractive. But perhaps surprisingly, from the point of view 

of the public good the Lords’ great day suggests that appointed 
peers can refresh parts that elected ones could not reach. 


committee, enirn by Lord Irvine, tk dpi chancellor, at pre- 


tage elus , 


their contribution was thin. Intro- 
ducing elections would be a differ- 


 torates. The Lords, like the Com- |- 
` mons, might decide that discre- 
~ tion was the better part of valour. 
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; Of course, democracy must ul | 
timately prevail, as it willin this case. In all probability, the Com- 
mons will vote to reverse the Lords’ amendment; the Lords will | 


In the debate on Lords reform, only nowstarting,thecasefor | < 


getting rid of hereditary peers remains overwhelming; and that 
for reducing prime ministerial patronage is also strong. To goo 
from that, however, to create an elected second chamber 
threaten the very virtues which justify the Lords exis enc 
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BOYS WILL BE BOYS. 


ST LEONARDS GIRLS 


WILL BE DOCTORS, WRITERS, 
BARRISTERS, ARCHITECTS, 


musicians, BIOLOGISTS, 
ENTREPRENEURS... 


bove all, they learn te be themselves. If vou share our belief 

that every young woman should realise her potential, and 

set her sights high, we will be delighted to particpate 

in guiding vour daughter's future. Call soon to arrange an informal 


visit and to receive a prospectus 


OPEN DAY - Friday 20th March 


SI LEONARDS SCHOOL 
The future is theirs 


St Leonards School. St Andrews, Fife KYi6 9QL 
Telephone: 01334 472126. Facsimile: 01334 476152 
e-mail: info@ stleconards-fife.org 
www.stleonards-fifc.org Charity No. SCO10904 





Executive Education at 


Carnegie Mellon 





Rated #1 in a Wall Street Journal . survey Dx 
- General Management Programs. — 
DOCCOAEMC if ie TONO 
Spring 1998: April 19 - May 15, 1998 
Fall 1998; September 27 - October 23, 1998 
An intensive, four-week program to develop insights and 


personal skills for managing change and complexity in the 
global enterprise. 


Computer Science Short Courses — 1  ž -= 


June 22 - 26, 1998 
A workshop series that provides in-depth education on current 
technologies, concepts and professional practices. 


July 22 - 25, 1998 
Demonstrates the latest Green Design tools, introduces methods 
for cost-effective, front-end Green Design, and shows the 


importance of a cross-functional, integrated systems approach 
to environmental thinking. 


Glohal Information Management far Competitive Advantage 


August 11 - 14, 1998 

Offers new ideas for strategy and updates on network technol- 
ogy, and helps managers develop compelling vision to lead 
global organizations. 


Management in Technology Organizations — — .— 


March 15 - 20, 1998 

November 8 - 13, 1998 

Presents the best practices in technology management and 
enhances the leadership and interpersonal skills of technical 
and non-technical managers. 


September 21 - 25, 1998 


Designed to develop new concepts, tools and experiences to 
better manage manufacturing organizations in global settings. 


Navigating 0 izational Cl 
May 18 - 21, 1998 

Provides cutting-edge methodology for assessing current 
organizational culture, setting appropriate goals for change 

and developing effective change management skills, 


GSIA 


Phone us at: (412) 268-2304, or send a fax to: (412) 268-2485. ` | 
Or write to: Clark Jordan. Director of Executive ican Dicit Gite S ol 
Industrial Administration, Carnegie Mellon University, pacc > 
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Who will deal in dealerships? 


NEW ORLEANS 


What do you get when technology and new entrants collide with an industry 


that is running out of ideas? 


OMETIMES the future will never leave 

you alone. At their recent convention in 
New Orleans, America’s car dealers were 
harried by promotions for Internet car- 
buying services. The airport was covered in 
posters for firms such as Auto-By-Tel and 
AutoConnect which allow consumers to 
haggle on-line for the best prices, Restau- 
rants and bars throughout the city sported 
Internet floor mats. In taxis, the dealers 
were given receipts emblazoned with the 
name of CarPoint, Microsoft's car-selling 
venture, which also attached its ads to the 
keys of several convention hotels. 

Chryslers chairman, Bob Eaton, reck- 
ons that one in four American car buyers 
will use the Internet this year; by 2000 it 
will be one in two. Most of these will not 
purchase their cars on the Web; but they 
will use the information to bully better 
buys out of their local dealers. It is already 
fairly easy to discover how much a dealer 
pays for each model and hence the size of 
his mark-up. These are the sort of trade se- 
crets that Rabbit Angstrom or Arthur Daley 
never would have revealed to their wives, 
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let alone their customers. 

In fact, car dealers around the world are 
caught up in a revolution that extends far 
beyond the Internet. Following Toyota's 
lead, all the big car makers have spent 
much of the past two decades thinking 
about production. Gains are still to be had 
in this field (Ford is even now changing the 
design of its ashtrays in order to save 25 
cents a vehicle), but they are pitiful com- 
pared with the retail side of the car busi- 
ness, which is worth $500 billion a year and 
accounts for up to a quarter of the average 
$22,000 price ofa new car in America. 

This $5,500 is what one Ford executive 
has called the car industry's *pot of gold". 
In theory, a much leaner distribution sys- 
tem that, say, allows cars to be built to order 
within 15 days compared with six weeks or 
more today, would interest manufacturers 
and retailers alike: inventories could be 
cut, prices lowered and consumers better 
served. In practice, it has often set the car 
makers against the car dealers—all the 
more so because the latter have begun to 
consolidate into larger groups which, natu- 


rally, want to keep the gains for themselves. 

In most countries the typical car dealer 
is a small businessman with little capital 
and less technology, whose service depart- 
ment (his nephew, Phil) struggles with the 
digital dashboards of modern cars. In some 
places the dealers bear a feudal relation to 
the car makers (what Fiat says goes on Ital- 
ian forecourts); but elsewhere, including 
America, dealers have used their local po- 
litical power to protect themselves with 
franchise laws governing where manufac- 
turers can start rival dealerships, and so on. 


The Detroit blues 


America has too many dealers—22,650 in 
all. Their net profit margins are a measly 
1.596 of total sales. Tom Webb, of the dealers' 
association, points out that selling new cars 
is "essentially a break-even operation". The 
net profit on each of the 15m new vehicles 
sold last year in America was down to 
about $300 before discounts. New cars, 
which 20 years ago used to bring in most of 
the profits, now account for barely 1096 of 
the total. The rest comes from used cars (of 
which an estimated 40m were sold last 
year), servicing and finance. 

The most conspicuous attempt to re- 
structure this industry has been by the 
"consolidators"—a group of well financed 
outsiders who have tried to reap economies 
of scale by buying dealerships and getting 
them to work together. So far the consolida- 
tors, such as Marshall Cogan and Wayne 
Huizenga, still control less than 5% of the 
market, even in America, and their record 
is mixed (see box on next page). But, rather 
like the Internet, they have encouraged all 
sides to rethink the business. 

Until two years ago, car makers insisted 
that dealerships belonged to individuals. 
But now that they permit corporate owners, 
some local dealers, such as Bruce Bendell's 
Major group in Long Island, have begun to 
buy others. Mr Bendell claims that the 
group's size allows to him to save tens of 
thousands of dollars in advertising costs 
alone each month. 

The consolidators have increased pres- 
sure on the manufacturers too. Ford's chair- 
man, Alex Trotman, says that the big car 
makers dare not stand aside, lest the new- 
comers capture the value everyone suspects 
is locked up in car retailing. For instance, 
Chrysler has remained deaf to the protests 
of its Dodge dealers about one oftheir peers 
in a small town in Idaho who is selling 
Dodge trucks to on-line customers at cheap 
rates; indeed it is shipping vehicles to him 
by the lorry load. Detroit is also experi- 
menting. Ford has set up a joint venture in 
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TIS hard to imagine Marshall Cogan as 

a used-car salesman. A professorial fig- 
ure who has endowed a chair in philoso- 
phy at Harvard University, Mr Cogan’s 
first fortune came through ene of the first 
Wall Street securities firms to go public. In 
1983 Mr Cogan launched an audacious 
bid for Sotheby’s, a venerable British auc- 
tioneer, only to be rejected as brash and 
American. In 1992 he started raising 
money again on the hunch that a well- 
capitalised public company could reap 
economies of scale by buying car dealer- 
ships and improving standards. The re- 
sult was United Auto Group (UAG), the 
first large “consolidator”. 

Mr Cogan’s wealth is testimony to the 
fact that he is a more worldly figure than 
he first seems. Nevertheless, his career is 
proof that the first of a kind does not al- 
ways win the richest spoils. Other securi- 
ties firms went public for much larger 
amounts than his. His failed bid for 
Sotheby’s cleared the way for a bid from 
Alfred Taubman, another American who 
is no less brash. In car retailing, Mr Cogan 
has been overshadowed by the boss of Re- 
public Industries, Wayne Huizenga, an- 
other man with two fortunes behind him 
(he founded both Waste Management 
and the Blockbuster video chain). 

Mr Huizenga has adapted Mr Cogan’s 
vision. Though Mr Cogan buys only deal- 
erships with car makers’ assent, Mr Huiz- 
enga has been willing to pick fights. 
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Whereas UAG buys dealerships, Mr 
Huizenga has followed Circuit City’s Car- 
Max and also built used-car superstores. 
Republic now controls $12 billion of sales 
against $3.6 billion for UAG. 

Mr Cogan seems happy enough to let 
Mr Huizenga steal the limelight. What 
riles him is Wall Street’s suspicion that, 
this time, he and Mr Huizenga have made 
a mistake. In January both Republic and 
UAG announced large write-offs to cover 
restructuring—and the firms’ share prices 
have fallen sharply (see chart). 

The consolidators have shown that 
centralising advertising, finance, pur- 
chasing and so on can save money. Even 
so, the margins from selling cars are low— 
UAG's net profit is only 2% of sales—which 
leaves little room for disappointments. 
There have been several of these. One rea- 
son for UAG's fourth-quarter loss, for ex- 
ample, was the need to get rid ofunprofit- 
able dealerships. And having borrowed 
money last year to buy dealerships, UAG 
had to wait while it sought permission 
from manufacturers before it could pro- 
ceed. The firm suffered still more when 
Detroit cut prices of new cars, which 
pushed down used-car prices—and left it 
with unsold used cars (or “rapidly depre- 
ciating assets" as Mr Cogan calls them). 

Mr Huizenga has also miscalculated. 
Customers are daunted by Republic's 
large showrooms and—oddly—regret not 
being able to haggle with the salesforce. 


| 
Moreover, some analysts think that the 
M ars h a | | p | an superstores have missed opportunitiesby | 


separating used-car businesses from new- 
car ones. The problems will only get 
worse, if, as is likely, new-car sales in | 
America drop this year. | 
Like Mr Huizenga, Mr Cogan insists 
that he will make money this year. As UAG 
adds more dealers, those elusive econo- 
mies of scale will kick in. But, interest- 
ingly, Mr Cogan's eyes have begun to wan- 
der overseas. Prices for dealerships in | 
Europe are about 20% less than in Amer- 
ica; in Asia and Latin America the dis- 
count is nearer 50%. One of Mr Cogan’s 
most recent buys was a big dealership in 
Puerto Rico—a place where, he notes, 
there are too many customers and not 
enough dealers. He has also tried to buy a 
dealership in Mexico. It would be ironic if — 
an American idea was to find its true 
application outside the United States. 


Deals on wheels | 
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Oklahoma with its local dealers, with the 
aim of buying all the dealerships and shut- 
ting half the outlets. The joint venture will 
also open special local service centres 
closer to customers' homes. General Motors 
is trying a similar scheme in California. 
European manufacturers are also try- 
ing to create leaner dealer net- 
works, with fewer, bigger ga- 
rages. Volkswagen is developing 
a two-tier system, offering its 
bigger dealerships sales gadgets 
such as virtual test-drive ma- 
chines. Mercedes-Benz is using 
a separate slim network of deal- 
ers to sell its new tiny town car, 
theSmart car. Fiat is buying sites 
and handing them to single 
dealers to create grandi centri 
around European cities. If the 
dealer disappoints, Fiat can al- 
ways take the site back. In Brit- 
ain, South Korea's Daewoo has 
avoided dealers altogether, 
establishing its own car stores 
on edge-oftown retail parks, 
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complete with coffee shops and children's 
playgrounds. Daewoo, which is planning 
to enter the American market as soon as it 
can afford to, might try a similar approach 
there, allied with one of the consolidators. 
With car makers, consolidators and for- 
ward-thinking dealers all converging on 
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the same elusive pot of gold, what is likely 
to happen? For all their bluster, car makers 
are unlikely to make a full-scale assault on 
car retailing. Some in Detroit dream about 
selling cars across the Internet direct from 
the factory. But most car makers are keener 
to benefit from someone else's efficient dis- 
tribution through faster order 
times and more loyal customers 
instead. 

Which is why the next battle 
is likely to be over service as 
much as cost. Many point to the 
success of GM's Saturn division, 
whose cars are not noticeably 
better than its rivals, but whose 
dealers run parties and barbe- 
cues to inspire loyalty among 
owners. In New Orleans Ford 
took over an entire corner of the 
convention centre to show off 
its "dealership of the future"—a 
building that looked more like a 
modern office than a show- 
room, with consumers being en- 
couraged to browse in elec- 
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tronic kiosks and salespeople available 
only on demand. This soft-sell environ- 
ment, which costs at least $1.3m to con- 
struct, is aimed at women, who now make 
up more than half of all buyers. 

The emphasis on price and service is 
also why, in the struggle between consoli- 
dators and dealers, the losers will probably 
be small dealerships. About 850 American 
dealerships have disappeared since 1992 
(see chart on previous page), and the num- 
ber of survivors will probably halve to 
around 11,000 over the next five years. The 
consolidators will be largely responsible, 
but the Internet could also play a part. 
Auto-By-Tel, for instance, runs a national 
service using only one in eight of America’s 
dealers. If Internet buying becomes the 
rage, unwired dealers could be doomed. 

But do not write dealers off entirely: 
there are signs of change. At the parties in 
New Orleans there were notably fewer gar- 
ish old men accompanied by their “nieces” 
falling out of their cocktail dresses; and no- 
tably more business-like young men and 
women clutching laptops, conversing in 
management-speak. These are the sons and 
daughters of Messrs Daley and Angstrom 
coming into their inheritance. The con- 
sumer should welcome their arrival. 





Computer Associates 


Bottom feeder at 
the top 


OR a firm once described by Oracle's 

Larry Ellison as a “bottom feeder” be- 
cause of its propensity to grow by 
hoovering up weak and dying companies, 
Computer Associates (CA) has come a long a 
way. Indeed, if the company succeeds in its 
$9 billion all-cash bid for Computer Sci- 
ences Corporation (CsC) announced on 
February 11th, the world's third-biggest in- 
dependent software company will be 
scarcely recognisable. 

CA's taste for acquisitions is unusual in 
an industry that prefers a less predatory ap- 
proach. During the past 18 years under its 
founder, Charles Wang, a gritty Chinese- 
American who numbers among his con- 
tacts Jiang Zemin, the Chinese president, 
CA has spent around $5 billion buying 
more than 60 companies. It has been a suc- 
cessful formula. In 1996, CA averaged 
$432,000 in sales for each of its employees: 
more than any other firm in the industry, 
including Microsoft. 

The bid for csc is bold on a number of 
fronts. csc, which integrates and services 
computer systems, is a giant employing 
44,000 people, four times as many as CA. 
Its sales last year were $6.3 billion, half as 
large again as CA's. Not only is the firm big- 
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Mr Wang takes tea with Mr Jiang 


ger than its would-be buyer, but it is also a 
pure services company (not unlike the even 
bigger Eps) that is dependent on its people 
and their relations with clients. 

By contrast, CA is a straightforward soft- 
ware business that has concentrated almost 
entirely on products—more than 500 of 
them at the last count. Although ca has 
placed greater emphasis on customer sup- 
port in the past couple of years, service has 
little more than a walk-on role. The firm has 
also suffered from the reputation of being a 
poor partner although, again, it has lately 
been trying to change this, 

A bid for a services company such as 
CsC is a recognition of these weaknesses. 
That is what makes CA's tactics all the more 
surprising. Although CA claims that it has 
reached agreements with csc on most 
things other than price, csc has a different 
view. It says that preliminary talks were 
held at cA's request, but that is all. It has 
told its shareholders to do nothing until it 
has had a chance to examine CA's offer. 

A bitter takeover battle would do noth- 
ing to help CA keep csc’s best people at the 
firm—which is vital to the success of a ser- 
vices merger. CA says that the overlaps be- 
tween the two companies are small and 
jobs are not at risk. It also makes much of 
the free breakfasts, gyms and child-care that 
help to keep CA employees loyal. But a good 
many of csc's highly rated consultants, 
with their stock options automatically 
vested by CA's all-cash bid, may not want to 
stick around. 

If these difficulties can be overcome, 
CA's "big bang" approach to services may 
have something to recommend it. In the 
past few years, the company has developed 
a revenue-spinner called Unicenter which 
gives customers central control over their 
management applications and networks. 
Unicenter TNG, the latest version, is vying 
with 1BM’s recently acquired Tivoli. Unless 
CA has distribution and links with custom- 
ers, the software might fail to produce the 
financial rewards it promises. Similarly, 
CA's advanced Jasmine database, which 
was developed with Fujitsu, needs 
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companies to re-engineer their business 
processes. For Jasmine to succeed, the 
thinking goes, will take support and sys- 
tems integration. 

Although Mr Wang can doubtless point 
to many other exciting synergies, questions 
remain. Even if CSC's management co-oper- 
ates, CA may have to raise its offer, which 
would be awkward given that the current 
bid will dilute earnings per share for sev- 
eral years. Mr Wang is good at putting busi- 
nesses together. Even so, some wonder 
whether two such entirely different compa- 
nies can realise the gains he promises. Ora- 
cle has developed its consultancy services 
organically over the past five years, but it 
has found the business very different from 
its software operation. And did Mr Wang 
really need to buy such a monster as CSC to 
add services to his software? Paul Mason, 
an analyst with IDG, a consultancy, cannot 
help wondering why CA is “buying a house 
when maybe all they need is a garage.” 





American telecoms 


Spectrum rush 


N FEBRUARY 18th the Federal Com- 
munications Commission (FCC) is 
holding its latest, and most important, auc- 
tion of radio spectrum. Two things distin- 
guish this auction from the 15 others it has 
already held in the past three years or so. 
One is the sheer size of the 1,300-megahertz 
chunks of spectrum that are being licensed 
in 493 geographically defined markets. The 
other is that technology could succeed 
where legislation has failed and the auc- 
tion herald real competition in the $100- 
b:llion American local-telephone market. 
The capacity being made available ex- 
ceeds that of all existing services put to- 
gether, including mobile phones, radio 
and TV. As well as wireless local-loop tele- 
phony, successful bidders will be able to of- 
fer a range ofone- and two-way broadband 
services, including multi-channel video 
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programming, video teleconferencing, 
high-speed Internet access and data trans- 
mission. All told, 138 different telecoms 
and cable companies, some formed spe- 
cially for the auction, have deposited 
$458m just to enter the ring. William 
Kennard, the Fcc chairman, likens it to the 
opening of the Lousiana Termtory—a kind 
of 21st century telecoms gold rush. 

Mr Kennard's uncharacteristic hyper- 
bole is a measure of how badly the rcc 
needs the bidders to kick-start local compe- 
tition. Two years after President Clinton 
signed the Telecommunications Act, which 
was supposed to encourage new entrants, 
the Baby Bells, Gre and the other incum- 
bent local telephone companies still con- 
trol 98% of the 155m loca! telephone lines 
and collect 98% of the local market reve- 
nues. Given the chance to compete in tele- 
phony, the cash-strapped cable operators 
have sat on their hands, while only a few of 


Off the rails 


ROME 





HAT must Italy do to make the 
trains run on time? For that matter, 

what can it do to make them run on track? 
|. Two derailments in the first week of Feb- 
| ruary have added fresh worries to Italians’ 
| grievances about their state railway, the 
Ferrovie dello Stato. Nor is rs's reputation 
enhanced by the whiff of impropriety 
that hangs over its headquarters. The pre- 
vious chief executive, Lorenzo Necci, was 
re-arrested this month in connection 
with a bribery scandal two years ago. On 

| February 9th it was announced that his 
| successor, Giancarlo Cimoli, whom the 








The finance department looks like this too 
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the Baby Bells have attempted even the 
briefest sortie against cable's monopoly of 
entertainment services. Both have been 
slow to roll-out broadband connections to 
houses and small businesses. 

But the real frustration for the rcc has 
been the way in which the pro-competition 
intentions of the act have been thwarted by 
the courts and litigious local-telephone 
companies, unwilling to open their mar- 
kets as the Fcc required. The result has been 
legal gridlock with the regional Bell operat- 
ing companies or RBOCS and the Big Three 
long-distance carriers, AT&T, MCI and 
Sprint, suing each other instead of reaching 
workable interconnection agreements. 

Despite Mr Kennard's breathless anal- 
ogy, one senior FCC official describes the 
agency’s mood ahead of the auction as be- 
ing one of “anticipation rather than excite- 
ment”. The reason is that nobody in govern- 
ment really knows what services the new 


government appointed in October 1996, 
is himself under separate investigation 
over alleged company tax irregularities. 
Disaster on the line and disgrace in 
the boardroom are matched by chaos in 
the finance department. In 1996, despite 
6.2 trillion lire ($4 billion) of state sub- 
sidy, Fs lost 2.3 trillion lire, thanks partly 
to a wage bill for its 127,000 railwaymen 
of more than twice its revenues of 4.9 tril- 
lion lire. Last year’s accounts are not yet 
ready, but they will make further gloomy 
reading. The strategic plan for 1997-2000 
which was published last September, pre- 








spectrum will unleash. It is a principle of 
the auction that bidders do not have to re- 
veal their intentions or their proprietary 
technology. The idea is that those with a 
promising business plan based around 
new technology can afford to bid more 
than those without. In theory, licences 
should end in the most innovative hands. 
To spur entrepreneurialism further, in- 
cumbent telephone companies and cable 
operators are barred from bidding for li- 
cences in the local markets they dominate 
and from taking more than 20% stakes in 
bidding consortia for three years. In the 
FCC' last ill-fated attempt to help new en- 
trants, when start-ups in mobile telephony 
were allowed to pay for their licences in in- 
stalments, several consequently over-bid 
and went bankrupt. So this “pro-competi- 
tive" spin is regarded with scepticism in 
some quarters. In fact, the logic is sound 
enough: monopolists are always likely to 


dicted a loss of 4.8 trillion lire for 1997. 
That is based on slightly increased reve- 
nues and a modest decline in payroll 
costs, but a cut in subsidies to a mere 3.5 
trillion lire. 

This plan is the work of Mr Cimoli. 
The government's hope in appointing 
him was that his experience in the pri- 
vate-sector as boss of Edison, an energy 
group, would give him the mettle to lick 
the rs into shape. Sure enough, Mr Cimoli 
talked like a real businessman, insisting 
that "staff earn their keep". Mr Cimoli is 
introducing proper cost accounting to 
quantify the losses on different services 
and has promised to clamp down on | 
working practices that date from the age 
of steam. 

Being under investigation is less of a 
difficulty than it might appear. After all, | 
Mr Cimoli was chief executive for only | 
three months of the year for which the ac- | 
counts are questioned. A greater problem | 
is that Mr Cimoli he seems to be less effec- 
tive than the government had hoped. On 
February 6th rs announced provisional 
agreement with the labour unions for a 
new contract. Mr Cimoli's promise that rs 
would break even by 2000 is starting to 
look no more reliable than the rest of the 
railway's timetables. 

Far from forcing the unions to adopt | 
the "change of mentality" he prescribed, 
Mr Cimoli has given ground. The deal 
will yield only a little over half of the 600 
billion lire savings on labour costs that 
had been planned for this year and sinks 
any hope of sticking to his plan. Mr 
Cimoli admits he had little idea of the 
gravity and complexity of rs's problems, 
or of the railways' backwardness and in- 
efficiency. Fs is deep inside a tunnel, and 
the end is still not in sight. 
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Business success 
means being in the right place 
at the right time. 


In today’s volatile business environment, 
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id more than a new entrant in 
aintain their monopoly. 
s of a weak field of bidders also 
: unded. Powerful telecoms entre- 
l reneurs are present, such as Craig McCaw, 
.a wireless billionaire, and Jim Crowe and 
: Peter Kiewit, the bosses of Mrs, a $14 billion 
; arget of WorldCom. Nor have some of the 
` Baby Bells and at least one big cable oper- 
omcast, been deterred from bidding 
for licences in markets in which they are 
not dominant. Teligent and WinStar, 
which are already building broadband 
-wireless networks in other microwave spec- 
: trums, are also chasing licences. 
.— t would be easy to dismiss the new 
-wireless services as no more than interest- 
ing nich businesses. But the visionary Mr 
| s talking about “a firehose of 
ity" becoming available through 
. wireless in the next few years. Local-loop 
: monopolists beware. 

















"p Korean firms 


SEOUL 


HE troubled conglomerates of South 
‘Korea look with envy at America's thriv- 
ing high-tech firms. Although a few chaebol 
have a high-tech subsidiary that fancies it- 
self another Intel, most also have a full fam- 
ily of concrete-mixers, prawn-farmers, car 
makers and underwear-retailers to weigh 


down the balance sheet. Yet, despite South | 


Korea's economic misery, a new generation 

of American-flavoured — venture-driven 

start-ups is now emerging. Never one to 
. change the habits of a lifetime, the govern- 
` mentsaid on February 11th that it would set 
-aside 1 trillion won ($620m) this year to 
help finance 2,000 venture firms. 
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Association 
(KOSDAQ), the local answer to America's 
“high-tech Nasdaq market, are venture- 
backed. And a law that came into effect in 
^ December will grant tax breaks to venture 

^ investors and lift the usual ceiling on for- 
-eign investment. For the first time, it will let 
the country's pension funds, which man- 
age more than 70 trillion won, to invest 















; Local venture capitalists invested about 
15 trillion won in 1,891 firms in 1987-97 
(see chart), three-quarters of them in elec- 


.tronics and communications. A third of the 


firms listed on the Korea Security Dealers 
Automated Quotation 


alongside venture capitalists in start-ups. 
The makings of Silicon Valley East? Not 

yet. Korea's high-tech firms have proved far 

less innovative than, say, Taiwan's, in part 


because of the oppressive presence of the 


chaebol, which, with their easier access to 
credit, dominate every business they enter. 
The little firms that thrive often start by 
supplying the chaebol. In 1991 Kim Sang 


Ho set up a company called APEX, to make 


semiconductor equipment for the big chip 
makers. Annual revenues topped $3m in 


1997; this year, when APEX launches a tech- 


nique for depositing materials on semi- 


conductors, it expects revenues to grow ten- 


fold. In July it went public on KOSDAQ for 


60,000 won per share, giving some inves- 


tors 25-fold returns. 

By South Korean standards, that sort of 
risk and return is extraordinary. But not by 
those of Silicon Valley. South Korea has yet 
to develop much of a shareholder culture— 


much less, after recent events, an appetite _ 
for risk. Most firms do not stay on KOSDAQ 
for long: they covet the added credibility. 


that comes with a listing on the much big- 
ger Korea Stock Exchange. As a result, 
KOSDAQ suffers from a shortage of liquid- 


ity, making it hard for venture capitalists to 


sell their shares while the firms they back 
trade on the smaller market. And getting to 
market in the first place takes too long: 
South Korea’s venture-backed firms typi- 
cally struggle for ten years before listing. 
That said, these are still early days for 
the country’s venture capitalists. The first 


_ pioneers appeared in the early 1980s, when 





the doverrimenit set up four fi 


'sion showers the floor with sickening bit 
Of arm and torso. His killer, a 24-year-ol 
advertising salesman, sniggers. “Stun” 


3b games, such as Tomb Raider H (the. lov- 
ingly detailed 3p-attributes of its pin-u 

heroine, Lara Croft, almost need a. proces- 
sor each). No wonder 3D chips. hav 
come the fastest-growing semi-cond 


in sales last year. As a result of this 


them is made by Intel. 












































ccmmercialise technologies developed by 
state-financed research institutes. As it hap- 
pened, they ended up mostly lending 
interest rather than making riskier et 

investments. But the idea was out, 
the early 1990s, 59 independent v 
capital firms had sprouted. Now 
vestments are bearing fruit. A fe 
young entrepreneurs such as Mr Kir 
started to attract the media. College tu 
dents, whose only goal used to be a desk jo 
at a chaebol, are now dreamily. ske achin 

out business plans. * 





Behind the 
looking glass 


ee TUN”, a heavily armed marine í 
Jder enemy fire, hesitates too lon 
- takes a rocket to the chest. The expl 


mumbles an insult and rises to fight again. l 

- Quake II, one of a new generation of . 
computer games, looks more like a film 
than a cartoon. But that is only if your PC 
has a special processor known as a 3D. 
graphics accelerator. On a standard PC, the — 
game looks rough. The same is true for most 


market: last year about 42m suck 
were sold, according to John Peddi 
ciates, a Californian consultancy.' 
ket leader, 3pfx Interactive, earned 





most sophisticated home Pcs no 
two powerful processors—and only one of 


"Now the empire is striking back. On. 
February 12th, Intel introduced its first 3p ^ 


| graphics chip, the drably named i740. Two. : | 
` years ago such a chip would probably have 
. become the industry standard. But now a - 


number of smaller companies, including 
3Dfx, have their own chips, and write the 
necessary software to make them compat- `. 
ible with Microsoft's 3p standard, making >. 
it easy for games-makers to support them. 


Worse, according to those who have tested = - 


early versions, Intel’s new chip will not be 
much better than the alternatives. Its one |. - 
advantage is that Intel will be able to in- 
ciude it on the motherboards it makes for 
many PC vendors, thus offering PC co 
nies a relatively cheap and painles 
including a 3D chip with their m 

This is Intel’s second stab at 










BUSINESS 

market. A year ago, it released 
“MMX” technology, which was not a 
separate chip, but a part of its first 
Pentium processors designed to 
boost graphics processing. Today, all 
of Intel’s Pentiums contain MMx. 
But the technology has flopped: only 
a handful of programs that take ad- 
vantage of special MMx instructions 
have been released, and few of them 
are games. 

Intel plans to make amends with 
MMxX2, planned for future versions 
of the Pentium II. Unlike its prede- 
cessor, MMX2 is specifically designed 
for 3D, but it will still do only half the 
work: the tricky geometric calcula- 
tions that determine how an object 
looks from a given distance and an- 
gle. In sophisticated games there will 
still be a need for special 3p chips to mimic 
light and shadow and give surfaces a tex- 
ture—effects that help create the impres- 
sion ofa third dimension. 

In other words, Intel has realised that 
normal processors can rarely compete with 
special chips for the difficult jobs. In the 
past Intel chips have sometimes taken over 


JAMAICA 


ILICON VALLEY’s software firms 

thrive on the ingenuity and hard work 
of immigrants. The clothing factories of 
Kingston are trying to copy this excellent 
formula. The busloads of Asian women 
who throng the supermarkets of the Ja- 
maican capital these days are not tourists 
who, against the odds, still feel rich 
enough to travel, but workers who stitch 
designer goods for the likes of Tommy 
Hilfiger, Ralph Lauren and J.C. Penney. 
Most of them work in a single Hong 
Kong-owned factory in the garment dis- 
trict next to Kingston's port, which has 








Under pressu 


72 





the functions of other distinct chips. But 3D 
games, with the staggering amount of trigo- 
nometry involved in drawing perspectives 
in real time, make demands that are much 
too great to be subsumed in this way. 
Intel's new 3D chip is its acknowledg- 
ment of these developments. The best 3p 
chips can already outrun Pentium IIs and 


3,000 Jamaican staff and work permits 
for 400 Asian supervisors. Several other 
clothing companies employ staff from 
the Philippines Hong Kong and 
Malaysia. 

Across the English-speaking Carib- 
bean, work for foreigners is a touchy sub- 
ject. For senior managerial or technical 
jobs, if an employer can prove that no lo- 
cal has the skills required, work permits 
are grudgingly granted. The advantages of 
letting high-fliers into the country are ob- 
vious. The benefits of importing semi- 
skilled needleworkers are less so, particu- 





are quadrupling in speed each year, 
nearly three times as quickly as the 
Pentium is advancing. At that rate, 
there will continue to be a vigorous 
market for stand-alone 3p chips for 
years to come. 

Intel clearly wants to regain lost 
ground. A collaboration between 
Intel, Chips & Technologies and Real 
3D, a spin-off of the flight-simulator 
division of Lockheed Martin, the 
1740 is not its only opportunity. In 
July Intel paid $420m in cash to buy 
Chips & Technologies, in order to 
control the firm's know-how. Sud- 
denly American antitrust regulators 
started to take the 3p market seri- 
ously. The American Federal Trade 
Commission held up the acqui- 
sition until January before approv- 
ing it, but said it would closely watch Intel 
in the graphics market. The next day Intel 
announced that it had bought 20% of Real 
3D. The firm is rumoured to be eyeing 3pfx, 
too. Intel’s billions could make up for lost 
time and missed opportunities, but only if 
the antitrust authorities look the other way. 





Importing Asian energy rand permit es Migrants ae 


air fares and permit fees. Migrants are 
paid well, housed in posh, relatively 
crime-free parts of Kingston and ferried 
around in company buses; locals enjoy 
none of these perks. 

Factory owners profit because local 
workers cannot match the speed, accu- 
racy and stamina of workers from Asia, as 
officials at the Jamaican export promo- 
tion agency have reluctantly admitted. 
Productivity in Kingston is especially 
poor. Employers argue that a leavening of 
energetic Asians will galvanise their Ja- 
maican employees, cut costs and boost 
quality, allowing them to move from 
plain old t-shirts to higher-margin de- 
signer items. 

This should mean more jobs for na- 
tive Jamaicans—which matters more 
since the North American Free Trade 
Agreement eroded Jamaica’s trade privi- 
leges with America. Factories in Indone- 
sia and Sri Lanka have faster delivery 
times and lower costs, especially since 
Asian currencies started to plunge. Em- 
ployment in Jamaica’s clothing industry 
has slumped by perhaps a third from its 
peak of 35,000 in 1993. 

Sadly, higher productivity may not be 
enough to reverse this trend. One de- 
signer-goods firm gave its Kingston plant 
star rating for productivity, but still 
pulled out because of other costs, such as 
utilities, security, and the difficulty of 
keeping container-loads of underwear | 
free of marijuana. 
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Distribution in Russia 


Palletable 


ST PETERSBURG 


A handful of Russians firms have thrived by suppling goods to far-flung cor- 
ners of the country. How long can they keep the market to themselves? 


HERE were misgivings at home when 

Oleg Leonov abandoned his medical 
training five years ago in favour of a full- 
time business career. But his parents, both 
doctors, have since reconciled themselves 
to the loss of a cardiologist in the family. 
Uniland, the consumer-goods distribution 
firm that Mr Leonov founded as a sideline 
to his studies in 1991, looks set to turn over 
more than $1 billion this year. It employs 
3,000 people. And its boss is still all of 29. 

Across town, Yuri Rydnik has some 
catching up to do. Mr Rydnik used to be 
chief executive of Soyuzkontrakt, a trading 
and distribution firm that soared even 
higher than Uniland in its early days. “It 
could have become the biggest firm in Rus- 
sia,” says Mr Rydnik. “But it didn’t.” 

Soyuzkontrakt, also founded in 1991, re- 
corded its first billion-dollar turnover in 
1995. But the Moscow-based firm fell out 
with its main frozen-food supplier, and 
diversified carelessly. It had evolved as a 
partnership with too many bosses and too 
few central controls. Mr Rydnik tried to im- 
pose a conventional management struc- 
ture. When he failed, he quit, taking teams 
of colleagues with him. In May 1997 he 
founded a new firm, Balt-Trading, that he 
hopes will become a third distribution gi- 
ant alongside Soyuzkontrakt and Uniland. 
He expects Balt-Trading to do at least 
$300m of business in this, its first full year. 

Such vaulting ambitions are possible 
because the distribution of consumer 
goods in Russia, a country of almost 150m 
people, is still in its formative stages. Distri- 
bution has improved since Soviet times, 
but not nearly enough. “There is still no 
real competition across huge product 
groups,” says Pavel Anfalov, managing di- 
rector of Soyuzkontrakt since the schism. 
He is confident that his own firm’s turn- 
over will bounce back from last year's 
$700m. The main constraint on growth, he 
says, is the need to finance it internally. Bor- 
rowing money in Russia is difficult and ex- 
pensive. So Soyuzkontrakt is busy selling 
peripheral assets, including a chain of pet- 
rol stations, to bring cash into the core busi- 
ness. It may be welcome. Last week 
Soyuzkontrakt's St Petersburg office was re- 
ported to be trying to pay back bank loans 
with frozen chicken. 

Mr Anfalov wants Soyuzkontrakt to 
concentrate on western-style branded 
goods—the familiar stock of the supermar- 
ket shelf, such as confectionery and wash- 
ing powders. He reckons mass-market de- 
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mand for such things in Russia, which used 
to be confined to the biggest cities, has trick- 
led down in the past year or two to provin- 
cial cities of 500,000 people or so. Soon it 
will trickle further down to the towns of 
100,000—places where, for the moment, 
shopping still means browsing among a 
dozen near-identical grimy and thinly 
stocked grocery stores for a slab of fatty sau- 
sage. Soyuzkontrakt did roughly 20% of its 
business in branded goods last year. That 
figure may soon rise to 100% if Mr Anfalov 
has his way. Some will be “own-brand” 
products, for which Soyuzkontrakt is test- 


Smell the quality 


ing the market. 

Mr Rydnik’s Balt-Trading has been cut- 
ting its teeth on the sort of deals that made 
Soyuzkontrakt's early fortune—buying fro- 
zen meat and poultry, fish, sugar and alco- 
hol in bulk from overseas suppliers, clear- 
ing it through Saint Petersburg port and 
selling it on to local traders in the regions. 
But Mr Rydnik thinks the future lies in the 
power to deliver, as Uniland and 
Soyuzkontrakt can do. He wants to build a 
national network of cold-storage, ware- 
housing, and distribution centres for both 
branded and unbranded goods. That will 
cost money, and he thinks foreign investors 
will help provide it. He already has one 
such institution on board in the form of 
Russia Partners, a private American invest- 
ment fund that took a 25% stake in Balt- 
Trading as a start-up. 


BUSINESS 


Mr Leonov, who dedicated Uniland to 
the distribution of branded goods from the 
outset, points to a change in the pattern of 
supply, as well as demand. More and more 
of the goods he handles, though “western” 
in style, are produced or packaged in Rus- 
sia—perhaps 60% of them, against just 1096 
two years ago. Foreign firms have been in- 
vesting in local production. Russian firms 
have been learning to compete. That makes 
importing a much less significant part of 
the distribution business, the more so since 
many foreign firms without local produc- 
tion have learnt to do their own importing 
and warehousing. When such firms turn to 
Uniland, it is for expertise in delivery to far- 
flung parts of the country and for manag- 
ing relations with customers there. 

With that in mind, Mr Leonov is plac- 
ing his next bet on the development of a na- 
tional chain of cash-and-carry outlets. This 
will sell direct to shops, hotels and any 
other big customers that care to back up a 





light truck. Uniland already has five such 
stores operating, and $70 million ear- 
marked for building more. The more goods 
it sells that way, the less it has to concede in 
margins toother retailers and the less credit 
it need extend. Mr Leonov wants to raise 
the proportion of cash-and-carry sales to 
50% of his firm's turnover, from 15% today. 

Given the market's promise, the main 
worry for the big Russian distributors is 
how long they can have it to themselves. In 
principle there is nothing much to stop big 
and brave western firms moving in. They 
might lack local knowledge, but they would 
probably have access to cheaper financing, 
and so be able to win maket share by offer- 
ing finer credit terms. "There has been a lot 
of talk,” says Mr Anfalov, “but no real fight 
for the market yet." 














Too much sex, not enough drugs 


While Hakan Mogren has been chief executive, Astra has earned billions of dollars from 
the world’s best-selling drug. Has he used the money wisely? 


EW pill-makers could ask for more. When 

Hakan Mogren took charge of Astra, Swe- 
den’s top drugs company, in 1987, decades of 
perseverance were about to pay off. The com- 
pany's treatment for stomach ulcers has 
proved one of the most profitable pills ever. 
Losec, which brought in $2 billion in 1996 
alone, is the world's best-selling drug. Astra's 
share price has soared and Mr Mogren has 
been covered in glory. 

As a noted gourmand, Mr Mogren should 
sympathise with shareholders hungry for sec- 
ond helpings. The trouble is that the silver- 
haired executive has come to think that glory 
is his by right. True, Mr Mogren deserves 
credit for having seen the potential of Losec. 
Picked from obscurity by Sweden's Wall- 
enberg empire, the firm's biggest shareholder, 
he strengthened Astra's international sales 
force, and took direct control of Losec's sales 
in Southern Europe and Japan. Perhaps a for- 
mer chocolate executive, as dismissive of his juniors as he is cer- 
tain of himself, was just the man to break with the tradition of 
licensing other firms to sel! its drugs abroad. However, after that 
one stellar success, Mr Mogren’s record hardly seems deserving 
of mild praise, let alone glery. 

The most conspicuous mess has been a scandal in North 
America, where the company's former boss, Lars Bildman, has 
been tried for defrauding Astra of more than $1m. The money 
was allegedly spent on hiring yachts and prostitutes for col- 
leagues and friends. Mr Bildman was fired from Astra in 1995 
and in a plea-bargain on February 6th admitted to tax fraud; the 
other charges were dropped. During the trial, Mr Mogren was 
forced to sack Andreas Feuiner, the head of Astra's operations in 
Germany, after he was named as a guest on one of Mr Bildman's 
cruises. Equally embarrassing is Mr Bildman's alleged sexual ha- 
rassment of young female-sales staff. Some of the women sued 
Astra. The firm has settled, but its reputation has suffered. 


Upsets ahead 


Three further doubts are looming. The smallest is whether Mr 
Mogren has made the most of Losec. The drug’s patents start ex- 
piring next year. Mr Mogren insists that 
patents on different variants of the drug 
will fend off would-be makers of a ge- 
neric version and keep earnings flowing 
well into the next decade. But the com- 
pany is suspiciously vague about the de- 
tails of its strategy. There are also 
murmurings about Astra’s joint venture 
with Merck in America, which may have 
missed opportunities by failing to recruit 
experienced sales staff. 

More important is whether Mr 
Mogren has built an efficient company. 
Fast approval of new drugs depends 
partly upon presenting good data from 
clinical trials—a basic skill of a compe- 
tent drugs firm. Astra has fumbled the 





Hardly stellar 
Share price 


74 








SKr terms, Jan 1st, 1996=100 


American launch of its next-best product, an 
innovative anti-asthma inhaler, which was 
delayed for two years because of regulatory 
hold-ups. No doubt the minds of its Ameri- 
can managers were on other things; yet this 
delay has enabled competitors to steal some 
of Astra's business. 

Most worrying is Astra's inability to create 
a pipeline of promising new drugs. Billions of 
research dollars have yet to produce much of 
note. That may be bad luck, but it may also be 
bad judgment: Astra has failed to buy clever 
ideas from outside or to concentrate on one 
or two clinical areas. Merck, which is particu- 


a company. A firm of Astra's size should be 
launching two or three new drugs a year, but 
in 1999 the company is expected to launch 
none. This may explain why Mr Mogren 
hinted on February 11th that Astra may soon 
decide to make an acquisition. 


larly strong in the field of cardiovascular | 
drugs, shows how specialisation can work for | 





Inevitably all this draws attention to Mr Mogren's own dom- | 


inant (some say too dominant) role. Astra’s other executive direc- 
tors make little impression on outsiders. Mr Mogren does not 
suffer fools gladly—crudely slapping down one of his senior col- 
leagues, for example, in front of a crowd of analysts last year. At 
the latest meeting in London, there was talk of new pills and 
potions, but no sign of new management talent being groomed. 

Mr Mogren’s style matches his bulky physique. He scornfully 
dismisses as “tabloid” a recent poll of analysts by a Swedish 
newspaper, which showed that nearly nine out of ten believed 
Astra’s share price would rise if he stepped down. The scandals 


in America he regards as an unavoidable piece of bad luck. "No | 


one gave any signal that this was happening,” is Mr Mogren’s 





somewhat mulish self-justification. Yet Mr Bildman’s lawyers | 
claimed in court that riotous high living was part of the com- | 


pany culture. If Mr Mogren knew about the recently sacked Ger- 

man manager's behaviour, why did he not act earlier? If he did 
not know, why on earth not? 

Astra’s big shareholders are aware of Mr Mogren’s abrasive 

nature, but have preferred to judge him by results. Yet here too 

there are worries. After their tremendous 

performance in the early 1990s, Astra’s 

shares have underperformed those of the 

rest of the industry since 1997 (see chart). 

J The shares’ estimated price/earnings ra- 





omon Smith Barney, an investment 






erage of 33.6. A modest 8% rise in profits 
last year, announced on February 11th, 
thrilled no one. Percy Barnevik, Sweden’s 
best-known manager, is now running 
the Wallenberg empire. He has recently 
announced a purge of disappointing 
firms and sleepy bosses. Having made 
millions from other people's ulcers, Mr 
Mogren risks getting one himself. 





tio for last year was 23.6, according to Sal- | 


bank, compared with its competitors’ av- | 
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our one and only name 
in global investment banking 


We are an established force in the global invest- ABN AMRO Chicago Corporation, Alfred Berg. 
ment banking business. Behind ABN AMRO are _ They are all part of an integrated global network 
many other names with whom you may already be which puts the whole world of investment banking 
doing business: ABN AMRO Hoare Govett, CIMO, at your disposal. It is fitting that the business is 
HG Asia, Riada, Massonaud Fontenay Kervern, called by one name. And that name is ABN AMRO. 


p ABN-AMRO : THE GLOBAL INVESTMENT BANKING NETWORK * 





Feel the Entrances 


luxury of that deserve 
Grand applause. 
Hyatt 


Settings that 


hotels. 


inspire your 


finest performance. 


Impeccable service 


without drama. 


Feel the 


Hyatt Touch. 





Grand Hyatt Bali 


Grand Hyatt Erawan Bangkok 
Grand Hyatt Fukuoka 

Grand Hyatt Hong Kong 
Grand Hyatt Jakarta 

Grand Hyatt Melbourne 
Grand Hyatt Seoul 

Grand Hyatt Taipei 


Grand Hyatt Singapore * 


*name conversion in “96 
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tter even half seriously shows that 
y's turbulent banking industry his- 
ints for nothing. Certainly, the as- 
-sumption that J.P. Morgan can continue to 
K be one of the giants of world finance with- 
_out becoming involved in the industry's 
-current round of mergers looks increas- 
x ingly shaky. 

. J. Pierpont Morgan: showed he had. a 
-nose for business—if not for staring at— 
-when he built the bank during America's 
- robber-baron capitalism of the late 19th 


and early 20th century. After the Glass- . 


` Steagall act of 1933, which forced lending to 
` besplit from securities operations, Morgan 
; Stanley was established as a securities firm, 
while J.P. Morgan continued as a commer- 
nk. Famed for its conservatism and 
op-notch staff, it became the preferred 










ou rned away those that it rieut were not 
“up to scratch. 
ve -The bank’s current uncertainties stem 


-from 
mercial banking in America. Securities 


à firms have moved on to commercial-bank- 


ing turf and driven the explosive growth of 
“the corporate-bond markets, which have 
“given companies a cheap alternative to tra- 
ditional bank borrowing. Meanwhile, after 
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shaiionii message er hae 
bh est blooded bankin . 


‘of many blue-chip companies—and .. 


the rejoining of investment and com- - 


$ the Federal Reserves weakening of Glass- 
'Steagall in the late 1980s, J.P. Morgan was 
allowed to underwrite and deal in corpò- 
week tl iys  ratedebtand equity. Sincethen,itsgoalhas - 
ts! o buyi it. Yet its shares e 
the financial markets take ` 


been to turn itself into one of the world's S 

top investment banks. i 
-This it has done swiftly, driven by fear 
of being left behind: corporate lending had - 
.no profitable future, and unlike rival com- 


mercial banks such as Chase Manhattan 
and Citibank, J.P. Morgan had no retail- 
banking network to provide an alternative 
income. It now sits just below the “bulge- 
bracket",.a. small group of investment 
banks—made up of Merrill Lynch, 
Goldman Sachs and Morgan Stanley Dean 
Witter, Discover—that earn much bigger 
profits than the rest, in part because every 
client wants them in their team, The in- 
creasingly urgent question now is whether 


 .P. Morgan will be able to force its way into 
the bulge-bracket on its own, or whether it 
must find a partner to help it get there. . 
.. So far, unlike many rivals, Morgan has . 
largely rejected. the option of building by. E 
buying. Instead, it decided to develop its ` 
own investmentbanking business from | 
scratch. In less than a decade it has become - 


the world's second-ranked investment 


bank in loan syndications, and ranks sixth 
in domestic debt underwriting, worldwide — 
merger and acquisition advice, and global _ 
equity underwriting. it is also highly | 
thought of by its clients: in a recent survey it 
was voted the most-admired money-centre 
bank by American businessmen. 


holder." For years, its shares have lagged t 
S&P 500 and those of rival money-cent 
banks (see chart). Its return on equity also 
F compares } poorly with its rivals. Partly. 
is because it has too much equity, says 
Salem. But it is also a high-cost operation. 
Building a top investment bank m 


‘Morgan has shown little restraint. It is sai 
to have spent at least $1 billion building its 1 














Share prices 


Morgan Stanley 
> Citicorp 
Chase Manhattan 


J.P, Morgan 





<. Yet this may not be enough. According 

to- George Salem, an analyst with Gerard 
Klauer Mattison, J.P. Morgan has been one: 
of the great strategic success stories in fi- 
nancial history, "yet it has failed the sh 











paying top-dollar to hire good peopl 


equity business alone. 
Revenue growth has been sluggish, too. 


Part of Morgan's problem is thatitscustom- 
ers are simply too good. The trouble with . . 
Serving only the best firms is that they typi- 
cally like to maintain relationships with at .. 


least three banks and play them off against 
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each other to get prices down—especially in 
syndicated loans, in which J.P. Morgan is a 
force. It is aiming for more lucrative clients, 
with weaker balance sheets, who are more 
likely to issue equity and high-yielding 
debt (on which underwriting margins are 
bigger). But this is a crowded market. 

J.P. Morgan is furthest adrift in its eq- 
uity business. In only five years it has estab- 
lished itself in the top ten, but it is not mak- 
ing much money. Managers say they are 
not satisfied with this, but notsurprised by 
it either, as the business is still in the invest- 
ment-heavy growth phase. They say the 
business continues to gain market share, 
and that profitability is rising as it does so. 
But only a place in the top five will be good 
enough, and getting there will be a lot 
harder than reaching the fringe. A bear 
stockmarket would make life even trickier, 
as the flow of new issues would dry up. If it 
cannot make money in a strong bull mar- 
ket, how would the bank do in a downturn? 

In trying to boost profitability, the bank 
may be taking gambles it would once have 
run from. For example, some critics think 
that its large losses in Asia in the fourth 
quarter of last year, which left earnings 32% 
lower than a year earlier, are evidence of a 
growing appetite for risk. Morgan prefers to 
see the losses as the result of extraordinary 
events in a region where it has builta strong 
position that will pay handsomely in the 
long run. 

Yet both Moody's and Standard & 
Poor's, the leading ratings agencies, have 
put the bank on watch for a downgrade (as 


Morgan built it; might Warner sell it? 


they have done with other banks with large 
Asian exposures). This raises the prospect 
that Morgan may lose its position as Ameri- 
ca's only triple-A rated bank. Losing this 
precious tag would be a blow to the bank's 
pride, and might create problems in some 
of its businesses. Worryingly for J.P. Mor- 
gan, S&P says its review is not just because 
of Asia; other concerns include the long- 
term increase in the bank's earnings volatil- 
ity, its high expenses and growing concerns 
about its exposure to credit risk. 


Another wave of exuberance 


NEW YORK 


SIAN crisis? What Asian crisis? That 
at least seems to be the verdict of in- 
vestors in the world's biggest stockmark- 
et. This week the Dow Jones Industrial 
Average surged above 8300 for the first 
time passing the previous record of 8259 
set last August. The broader s&P 500 in- 
dex also scaled a new peak. On Wall 
Street, the big question once again was 
how much further this bul! market can 
run. 
The rebound in the Dow, which 
plunged as low as 7161 last October and 
was languishing below 7600 in early Jan- 
| uary, has been driven equally by institu- 
tional investors switching out of bonds, 
| and individuals adding to the equity 
part of their retirement funds. According 
| to Walter Murphy, a strategist at Merrill 
| Lynch, confidence has been boosted by 
the rebound in Asian financial markets, 
a more relaxed view of the Federal Re- 
serve's plans for interest rates, and the 
continued strength ofthe dollar. 
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When the Dow peaked last August, 
before most people were aware of the 
depth of Asia's problems, the talk was of 
"irrational exuberance"—the descrip- 
tion of excessive optimism among inves- 
tors coined by Alan Greenspan, the Fed's 
chairman—and there was much specula- 
tion about a possible market crash. Now, 
few dare to suggest a crash is coming. 

That is odd, given that investors are 
further outon a limb now than they were 
last summer. A good indicator of this is 
the price-earnings ratio, which shows 
how many years of current earnings it 
would take to cover the current value of 
shares. As a rule, the higher the ratio, the 
more investors expect earnings to grow 
in future. According to First Call, a re- 
search firm, at last August's peak, the ra- 
tio of share prices for the s&P 500 to fore- 
cast 1998 earnings was around 17—as 
high as it had been in many decades. At 
the new record high, the ratio had risen 
to 20. Exuberance indeed. 





Douglas "Sandy" Warner, the bank's 
chairman since 1995, is certainly under 
pressure to boost profits. This is why 
merger talk is now being taken more seri- 
ously. Any offer for the company with 
much of a premium over the current share 
price would sorely tempt shareholders. But 
any merger would have to be voluntary; an 
investment bank's value is in its people. 

Selling may not be as unthinkable as it 
once was. Some Morgan clients say they 
have detected a subtle change in attitudes 
within the bank of late. There is a sense that, 
for all its progress, Morgan's go-it-alone 
strategy was hatched at a time when some 
of the recent giant mergers—such as Mor- 
gan Stanley's union with Dean Witter, Dis- 
cover—seemed unimaginable, and may 
have assumed there was more time to build 
a leading position than now seems likely. 


Whom to woo? 


Even so, it is not obvious whom to merge 
with. Buying, say, PaineWebber, would give 
Morgan the retail distribution in America 
it now lacks (last year's purchase of a stake 
in American Century, a mutual-fund firm, 
notwithstanding). This is essential to show 
clients that securities can be channelled to 
investors quickly, according to Morgan 
Stanley and Salomon Brothers, which have 
each merged with firms with a retail net- 
work, and Merrill Lynch, which built its 
own. However, for most of the past 50 years, 
J.P. Morgan has dismissed talk that it needs 
a retail business to survive. 

As for beefing up its core investment- 
banking activities, Lehman Brothers might 
be available, but its strength is in bonds not 
equity. Donaldson Lufkin Jenrette would 
be better, but it is controlled by AXA, a 
French insurer that would demand a steep 
premium. As for a tie-up with Deutsche, it 
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would be a merger far beyond anything yet 
seen in banking and, for now, is hard to 
take seriously. There is huge potential for 
carnage in integrating such strong, distinct 
cultures, from countries with different 
banking traditions. 

In the short run, Mr Warner may try to 
buy more time for his self-build strategy. A 
big repurchase of shares might boost the 
share price. There are rumours thata plan is 
being prepared to cut costs by 10%, al- 
though sources at Morgan say the cuts 
would not be at the expense of growth. Ei- 
ther way, the choice facing J.P. Morgan is 
stark: if it cannot soon provide sharehold- 
ers with hard evidence that its strategy will 
pay, it may have to find a mate. Or, even less 
palatable, it may have to give up its bulge- 
bracket aspirations and cut back its activi- 
ties to its more profitable niches. 





Insurance and the Holocaust 


What's in the 
warehouse? 


T HUMBLED the mighty Swiss banks. 

Now it looks likely to do the same to Ita- 
ly's largest insurance company. The legacy 
of the Holocaust sits particularly uncom- 
fortably with Assicurazioni Generali: 
founded a century and a half ago by Jewish 
merchants in what was then part of the 
Austro-Hungarian empire, it insured up to 
80% of Eastern Europe's Jews before the sec- 
ond world war. Today, Generali owns the 
largest insurance company in Israel and is 
run by a Jewish chairman. All the more rea- 





Some of them paid premiums 
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son to wonder how the company could al- 
low itself to be mired in a public-relations 
fiasco over one of the most painful subjects 
in history. 

Next week executives from Generali are 
due to appear before the Californian De- 
partment of Insurance to answer questions 
about the company’s liabilities to Holo- 
caust victims and their families, following 
criticism that it has dragged its feet. Chuck 
Quackenbush, the state’s insurance com- 
missioner, wants to force the company to 
provide more information about its war- 
time policies and to pay outstanding 
claims. He has even threatened to shut 
down Generali’s Californian business if it 
does not co-operate. 

This is one of several headaches for 
Generali in America. Last week, also in Cali- 
fornia, the family of a Holocaust victim 
who was insured by Generali filed Ameri- 
ca’s largest ever “bad faith” lawsuit against 
the company, seeking $135m in damages. 
In New York, Generali is one of 16 defen- 
dants in a national class-action suit. And 
last month, America’s Congress tabled a 
bill to punish insurers who fail to honour 
responsibilities that date back to the war. 

Generali is not the only insurance com- 
pany with some explaining to do about the 
past. But, in marked contrast to other Euro- 
pean companies that insured Jews mur- 
dered in death camps, notably Germany’s 
Allianz and Switzerland’s Winterthur, 
Generali refuses to open its files to external 
auditors. The company is thought to store 
up to 200,000 policies of Holocaust vic- 
tims in a warehouse at its headquarters in 
Trieste. No outsiders have yet been allowed 
in. At the end of January Generali invited 
Yad Vashem, Israel’s Holocaust authority, 
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to inspect its warehouse, but a similar invi- 
tation, extended in 1995, was never 
honoured. 

Generali says its employees have been 
transferring Holocaust-era policies on to 
computer files and are now close to com- 
pleting their database. It denies accusa- 
tions that it is destroying crucial docu- 
ments stashed in the warehouse. “This 
building is almost a myth,” says a spokes- 
man. “We are not afraid of anything.” 

The families of victims suspect that 
Generali has plenty to hide. They worry 
that, as long as the warehouse is left 
unscrutinised, Generali has ample oppor- 
tunity to misplace uncomfortable bits of 
paper. Michael Kleiner, a Knesset member, 
says the company has “a history of doing 
everything to avoid paying [Holocaust 
c.aims|" 

At best, Generali is guilty of being unco- 
operative. After the war, it turned away the 
families of murdered Jews that could not 
produce death certificates, even though no 
certificates were issued for concentration- 
camp victims. In 1950 an international 
treaty exempted survivors or descendants 
from this burden of proof. Generali then ar- 
gued that all its liabilities had passed over 
to Eastern Europe's communist regimes af- 
ter these nationalised its assets. But those li- 
abilities may not have remained with the 
communists: a group of Czech lawyers 
studying a 1968 treaty between Czechoslo- 
vakia and Italy suspects that, under it, life- 
assurance liabilities may have reverted to 
the Italians. 

Generali still hopes it can wriggle out of 
its predicament at little cost. Last year, it set 
up a$12m fund for Holocaust victims. Over 
3,000 people have come forward so far, al- 
though none has yet been paid. Generali 
described the fund as a show of goodwill. 
But the families of Holocaust victims do 
not see it as such: those who claim from the 
fund forfeit their right to sue the company 
in future. And $12m could be the value of a 
single war-era policy, not thousands, in to- 
day's dollars. The questions in California 
are likely to prove awkward. 





Brazilian banking 
Pricey phoenix 


SAO PAULO 


EMEMBER Banespa? The Sao Paulo 

state development bank became a by- 
word for mismanagement and corruption 
when it staggered into central-bank super- 
vision in December 1994. Banespa was 
damaged by reckless loans to politically fa- 
voured businessmen, many of whom 
treated them as gifts. What broke the bank, 
however, was its owner. With interest, 
Banespa's dud loans to the state govern- 
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ment stood at 11 billion reals (then worth 
$12.9 billion). 

Now guess which company has been 
the star performer on the Sao Paulo stock 
exchange for the past year or more? Yes, 
Banespa. Its shares (a minority of which are 
publicly traded) have shot up from less 
than 3 reals in November 1995, to 57 reals 
on February 11th (see chart). Two things are 
behind this unlikely rally. The first is that 
investors now believe Brazil’s central bank 
when it says it will privatise Banespa by the 
end of the year. The second ishat the bur- 
den of Banespa's bad debts has been trans- 
ferred to the federal government, leaving 
the bank flush with cash and with an envi- 
ably solid balance sheet. 

After three years of haggling, an agree- 
ment was finally signed in December un- 
der which the federal government refi- 
nanced 59.9 billion reals cf Sao Paulo 
state's debts, including 25 billion reals 
owed to Banespa. The state is to repay this 
to the federal government over 30 years, at 
an interest rate of 6% over inflation—gener- 
ous, for now at least, when market rates 


Up from the ashes 


Share prices, November tst 1996-100 


Banespa 
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start at 28% above inflation. In return, Sao 
Paulo must repay 20% of the total debt by 
May from asset sales, while the federal gov- 
ernment acquired ownership of Banespa 
along with various companies, including a 
rail operator and a wholesale tood market. 

Thanks to this deal, Banespa is sitting 
pretty. The bank had charged the state gov- 
ernment a heavy premium for rolling over 
its loans. Now the federal government is re- 
paying this inflated debt in full. Mean- 
while, the central bank has cleaned up 
Banespa’s operations. Its private-sector 
loans have been fully provisioned, its pay- 
roll cut from 34,000 to 22,000, and the 
more ambitious bits of its branch network 
(such as outposts in Amsterdam and Mos- 
cow) shut down. The curious result: 
Banespa reported net profits of 1.4 billion 
reals for the first nine months of 1997 as its 
portfolio of loans shrank by the equivalent 
of $21 billion. 

When Banespa is privatised, any buyer 
will gain a large and very liquid bank with 
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a well-sited network of more than 550 
branches in Sao Paulo state, Brazil's biggest 
financial and business market, says Paulo 
Zaghen, the central-bank director in charge 
of rescuing state banks. For foreign banks, 
that represents one of the few remaining 
opportunities to enter Brazil's potentially 
fast-growing retail-banking market. For 
large local banks, bidding for Banespa is a 


way to stop a rival grabbing that opportu- 
nity. Mr Zaghen hopes Banespa will sell for 
more than its book value of 3.8 billion reals. 
Better than nothing, no doubt, but for Bra- 
zilians who must pay high interest rates 
partly so that the government can service 
its own debt, that might seem a poor return. 
For that, blame the politicians' failure to 
liquidate Banespa in 1994. 





Asian currencies 


Going by the board 


JAKARTA 


Asian governments are searching for ways to bolster their beleaguered curren- 
cies. The first article looks at Indonesia, the second at Hong Kong 


OR economists, Indonesia's woes are a 

splendid opportunity. Practitioners of 
the dismal science have besieged President 
Suharto's office in recent weeks with advice 
on what to do about the country's growing 
economic problems. However, only one of 
them, it seems, really has the president's 
ear: an American economist by the name of 
Steve Hanke. 

This week Mr Suharto and his finance 
minister confirmed what the markets had 
been suspecting for weeks. Indonesia plans 
to set up a currency board that will peg the 
volatile rupiah at a fixed exchange rate, 
probably to the American dollar. Currency 
dealers responded by rushing for rupiahs, 
sending the Indonesian currency to heights 
not seen since the end of Decem- 
ber (see chart on next page). 

Mr Hanke is the architect of 
Indonesia's currency board. He is 
a professor in applied economics 
at Johns Hopkins University, 
who has sung the praises of cur- 
rency boards to the governments 
of Argentina, Estonia and, most 
recently, Bulgaria. He believes 
that a currency board—an ar- 
rangement under which a coun- 
try's base money supply is backed 
with foreign-currency reserves at 
a fixed exchange rate—is ideal for 
Indonesia, where economic ac- 
tivity has sharply contracted fol- 
lowing the steep fall in the value 
of the rupiah since last August. 
Mr Hanke has said the board can 
be put in place in under three 
weeks. 

Unfortunately this enthusi- 
asm is not shared by everybody. 
Indonesia's central bank has ex- 
pressed scepticism. The IMr and 
the World Bank, which have 
sponsored a $43 billion rescue 
for Indonesia, are also worried 
that the currency-board system is 
not suitable for the country at 
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Will they swallow reforms, too? 


present. A currency board can be a good 
way of restoring confidence in a country 
gripped by economic chaos. But if investors 
have lost confidence for political reasons, 
as may be the case in Indonesia, a board 
may do little good. Moreover, Indonesia 
will find a board especially hard to live 
with, given its high levels of domestic and 
foreign debt. 

A currency-board arrangement can be 
successful only if the government does not 
meddle with its two key features: constitu- 
tional commitments to exchange domestic 
currency for dollars at a fixed rate; and a 
commitment to issue currency only if it is 
backed by foreign reserves. Mr Hanke be- 
lieves that Indonesia’s $19 billion in dis- 
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closed foreign-exchange reserves is an ade- 
quate basis on which to run the economy. 
But given its past tendency to succumb to 
intervention from the Suharto family and 
various arms of the government, the central 
bank is, initially at least, likely to inspire lit- 
tle confidence among investors that it can 
keep to the script. 

More debatable than the use of the cur- 
rency board is the manner in which it is be- 
ing decided on. Mr Hanke’s first meeting 
with Mr Suharto was apparently organised 
by the president's eldest daughter, Siti 
Hardiyanti Rukmana, and business asso- 
ciates of Mr Suharto’s son, Bambang 
Trihatmodjo. The central bank and the fi- 
nance ministry learned about the plan 
only through the newspapers. Mr Suharto, 
it would appear, is still leaning on his fam- 
ily for advice on important policy issues. 
This makes a mockery of the Indonesian 
government's promise to the IMF that its 
decision-making process will become 
more transparent. 

Mr Hanke, who this week was named 
adviser to President Suharto's economic 
council, has rejected suggestions of impro- 
priety in establishing the currency board. 
Nevertheless, the plan is seen in some quar- 
ters as a crude attempt by Suharto family 
members, who own various large compa- 
nies, to bail themselves out of trouble. Not 
to be outdone by the conspiracy theorists, 
Mr Suharto has talked of a "plot" to drive 
the rupiah below 20,000 to the dollar. 

Plot or no plot, establishing a currency 
board is certainly risky. If Indonesia 
botches the move, the likely outcome will 
be the creation of a grey market for the ru- 
piah as investors lose confidence in the 
fixed rate. This would jeopardise Mr 
Suharto's political future and any chances 
ofan early economic recovery. 

Nevertheless, there are already wel- 
come signs that some good might come of 
the currency board's introduction. This 
week, partly as a result of its move towards 
a board, the government announced a 
clean-up of the banking system with the in- 
troduction of sharply higher minimum 
capital requirements for commercial 
banks. The central bank's governor admit- 
ted that only ten out of the country's 212 
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banks will meet the end-1998 requirement 
of minimum capital of 1 trillion rupiah 
($131m). The next opportunity in Jakarta 
may be not for economists, but for foreign 
banks in search of a bargain. 





The Hong Kong dollar 
Off the peg? 


HONG KONG 


CURRENCY board, so hotly debated 

in Indonesia, has existed in Hong 
Kong since 1983. Throughout Asia’s 
firestorm, the territory's government has re- 
peated the point ad nauseam: the Hong 
Kong dollar's peg to the greenback—at the 
rate of HK$7.8 to $1—is irrevocable. No 
doubt the Hong Kong Monetary Authority, 
the territory's de facto central bank, sin- 
cerely believes that. The financial markets 
apparently do not. A currency board gives 
no magic protection against speculation. 

Certainly, speculative attacks on the 
peg have abated. Local short-term interest 
rates, which rose recently into double digits 
in defence of the Hong Kong dollar, have 
come down sharply in the past fortnight, 
bringing cheer to a stockmarket that has 
nearly halved in value in recent months. 
Still, local interest rates remain up to five 
percentage points or so above equivalent 
American rates. This gap suggests that 
many in the markets expect the Hong Kong 
government to forfeit its peg. 

Until now, the government's response 
has been to talk tough: no matter what the 
pain to the stockmarket and the economy, 
local rates will go as high as is necessary to 
hold the peg. In Hong Kong, that pain can 
be intense. The economy is among the 
world's most highly leveraged, measured 
by the ratio of debt to Gpp. Property, sensi- 
tive to high interest rates, dominates the lo- 
cal economy. 

In practice, the monetary authority has 
also shown a gentler side. While letting in- 
terest rates rise to defend the peg, it has also 
appeared keen to bring them down again 
swiftly after speculative attacks. But it also 
gives the impression that the monetary au- 
thority is behaving, in discretionary fash- 
ion, like the central bank it is not meant to 
be. The wonder ofa currency board is that it 
is not meant to allow the authorities any 
discretion at all: in Hong Kong's case, the 
three note-issuing commercial banks may 
print money only by surrendering equiva- 
lent dollars to the monetary authority at the 
set rate. If the authority appears to be target- 
ing not just the exchange rate, but interest 
rates too, then the government's commit- 
ment to the peg comes into doubt. 

This has become a headache for the 
monetary authority—one, it feels, that has 
recently been made worse by a press of emi- 





Miller has a suggestion 


nent economists offering advice on how 
the government can reinforce its commit- 
ment to the peg. One Nobel laureate, Mer- 
ton Miller, has given his backing to an idea 
that first surfaced at Hong Kong's Univer- 
sity of Science and Technology. The mone- 
tary authority, says Mr Miller, should sell 
convertible bonds which, if denominated 
in Hong Kong dollars, carry an option for 
the holder to convert into American dollars 
at the set rate. In effect, this means the gov- 
ernment would be selling insurance 
against a devaluation. The idea, says Mr 
Miller, would *put the government's 
money where its mouth is", by guarantee- 
ing investor losses ifthe peg broke, and thus 
slap down the speculators. 

The monetary authority is aghast at the 
idea. At the least, says one senior official, 
there isan awkward accounting problem. If 
the authority had to sell put options, it 
would have to allocate part of its reserves as 
liabilities against the options it sold. This 
would mean that the level of visible re- 
serves would actually fall, which might 
lead to yet more alarm. 

Still, the pressure is intense for the gov- 
ernment to be seen to do something to bol- 
ster its guarantee. Some economists have 
even suggested that it bring out the ulti- 
mate weapon against speculators: the com- 
plete “dollarisation” of the Hong Kong 
economy and the scrapping of the local 
dollar. A more moderate step would be to 
extend to all financial institutions the right 
that the three note-issuing banks currently 
enjoy to exchange money with the mone- 
tary authority's Exchange Fund. The territo- 
rv’s financial secretary, Sir Donald Tsang, 
unveils his much-awaited budget on Febru- 
ary 18th. Financial markets will be sur- 
prised if he offers no proposals to temper 
srill further Hong Kong's iron peg. 
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| Economists make sense of the world SN diésuming that peonil know what 


ESIDES gaining fame as the. first 

Olympians, the ancient Greeks also 
excelled at commerce and the arts. If you 
, watch the Winter. Olympics. in. Nagano, 
| you will see that same impressive blend 
| of sports, creativity and the profit motive 
| at work. For, while the world's best skiers 
and skaters compete heroi: ally for med- 
als, its best-known colas and copiers will 
, compete ferociously forr mar t share. 



































z they spend on Ure o are an invest- 
^| ment in their valuable brands. They are 
.| -notthe onlyc ones, however, who pay close 
|; attention to advertising, Tc economists— 
| the official sponsors of rational decision- 
| n g—the motives and methods of ad- 
vertisers raise doubts about a funda- 
mental claim: that people are good at 
making decisions for themselves. 
In the economist's view of the world 
| there is little need for firms to spend so 
~| much money cajoling consumers into 
-— buying their wares. Of course, people 
^ need good information to make good 
-| choices, and it is often too costly or time- 
PT consuming to collect it themselves. So ad- 
| vertising a product's features, its price, or 
| even its existence can provide genuine 
value. But many ads seem to convey no 
such “hard” information. Moreover, most 
advertising firms place a huge emphasis 
on creativity and human psychology 
when designing campaigns. 
Economists need to explain, there- 
fore, why a rational consumer would be 
persuaded by an ad which offers nothing 
but an enticing image or a good laugh. If 
consumers are rational, tbey should ig- 
nore such obvious gimmicks. If producers 





on ads that consumers will ignore. The ex- 


out like a giant billboard, proclaiming to 

, economists that something is amiss. 

z | Most economists would reply that ad- 
E] vertising. is a way to deal with “asymmet- 
P ric dtp ithe fact that selleys often 









| are rational, they should not wastemoney - 


istence of such advertising. thus stands - 


they want. Advertisers assume diat xd do not. Who is right? 








bad roll of film can ruin irreplaceable 
holiday photos; a pad burger can ruin a 


holiday. 


' Companies such. as Kodak and Mc- 


| Donald's are thus willing to spend huge 


sums convincing people their products 
are the best around. This explanation was 
first developed by Phillip Nelson*, in a 
classic paper written in 1974. He argued 
that a great deal of seemingly wasteful ad- 
vertising is in fact intended to send a “sig- 
nal" to consumers—that even though a 
product's quality is hard to verify in ad- 
vance, it really is one of the best on the 
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market. From this perspective, it does not 
matter what an advertisement says—so 
long as consumers can see the firms 


spending big sums on advertising. Those 


clever ads work because consumers un- 


derstand that they area sophisticated way 


for a company to signal: “We believe in 
our product, or we would not spend so 
much on advertising.” — 

On the whole, economists find Mr 
Nelson’s account convincing. But they be- 


lieve that he had only half the story: com- 
 panies need pricing as well as advertising 


to convey quality to consumers. However, 


they find it hard to agree on exactly what 


pricing and advertising strategies would 


most readily accomplish this. They have 


not even been able to agree how prices 
and advertising should be related. This 
state of confusion is astonishing, consid- 
ering that economists have transformed 


thestudy of firms’ other pricing decisions. 


almost into an exact science. 


Part of the problem is that it is ex 
-tremely difficult to measure the amount 


firms spend advertising “hard” inform 
tion about a product's price, say, or how it 





works, as opposed to their spending on - 


"signal" advertising of the touchy-feely 
sort. Moreover, the theory suggests that 
some kinds of products—those whose 
quality can be verified only through ex- 
perience—should have more "signal" ad- 
vertising. But what is quality? And can an 
economist tell how easily it can be veri- 
fied? That depends on a products 
lifespan, consumers’ tastes, and the ease 
with which friends and consumer reports 
can convey what a product or service is 
really like. 


No signal 


In fact, two economists recently con- ` 


ducted a different kind of study! which 
suggests that the "signalling" theory may 


be wrong. Sridhar Moorthy, ofthe Univer- 


sity of Rochester's business school, and 


Scott Hawkins, of the University of To- | 
ronto's, ran an experiment in which į peo- | 


ple read foreign-language magazines 
with ads for unfamiliar brands in several 
product categories: cookware, overcoats, 
nasal spray and. yoghurt. The ads were 
real, but the magazines were altered to 
change the frequency with which they 


. appeared. 


Although they did not understand the 


ads’ content, the subjects associated a 


high frequency of advertising with high 


quality. However, a control group saw . 
each ad only once, with a message at- 


tached telling them how often it ap- 
peared in other magazines. Even though 
the control group could remember the 
frequency of the ads, they did not as- 


sume--as their. peers had done—that. 
more ads meant higher quality. This sug- 


gests that people do indeed associate 


more ads with higher quality, but not be- - 
cause they have a. sophisticated under- 
standing of the signal companies are try-. 
ing to send. They simply see lots of ads for. 


a product and want to buy it. 

The distinction is crucial. If seeing is 
truly believing, then even low-quality 
firms may be able to create the impres- 
sion of high quality by advertising, con- 
founding the signal. Or perhaps not. Peo- 
ple may behave differently in economists’ 
experiments from the way they do in the 


marketplace, when their own money is at 
stake. For now, let the games continue. . 
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‘The European Union spends a a , lot of money on scientific research. Is this 


worthwhile? 





Q'INCE the demise. of he: Soviet nion: 





| sels—more amila k known as the Coun- 
cil of Ministers—was due to meet to try to 
. approve such a plan for the future of scien- 
tific research in the European Union. _ 
"No one actually uses the term "five- 


-year-plan"; instead, this is a “framework 


programme". Ominously, its creators de- 
scribe it as a "great leap forward". Cer- 
tainly, such plans dispose of tidy sums of 
money. This programme is the fifth in a se- 
ries. The fourth programme consumed 13.2 
billion ecus ($16 billion). The fifth could 
-cost.16.7 billion ecus if the European Parlia- 
ment has its way—although the European 
Commission would prefer a figure of 16.3 
billion ecus and the Council of Ministers 


_ will probably propose something different 


_ from either. But it seems likely that the fifth 
framework programme, if it is passed, will 
_ dispense about t3: 5% of all the Pons spent 
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dd plans in i n oe out es 


on scientific research in the Eu, and will be 
 thethird largest item in the Union's budget 
after the regional and agricultural policies. 
. Some of that money would go to main- . 
- tain seven institutes known as the joint re- 
search centres (JRCs). These, for the most 
part, are worthy but dull laboratories with - 
names such as the Institute for Reference 


Materials and Measurements and the Insti- 


tute for Transuranium Elements. This be- 
ing the Eu, the locations of the JRcs often 


reflect priorities other than the scientific. 


The most recent JRC, the Institute for Pro- 


spective: Technological Studies, for exam- 


ple, is in Seville—not because researchers in 


that city are blessed with greater foresight 
than those elsewhere, but because such in- 


‘stitutes are viewed as prizes, and the Span- 
ish government fought for one and got it. 


A drawback of allowing politics to dic- 
tate scientific research programmes is that 
it is difficult to respond quickly to events. 
Changes to the fourth programme required 
action by the European Parliament—a 


body not noted for speed. So, for example, 


when the British government first. an- 
nounced that it believed that ten people 
had died of mad cow disease (BSE}—a po- 


y gra mme to pay for research into the disease. 


missioner in charge of designing the fifth 


gramme currently needs unanimous ap- 


aged by the British government's rese 


tion is still frustratingly slow. In. addit 


A question of subsidiarity 










tential Europe-wide emergent 

ish cattle and béef were widel 
the rest of the Union—no mone could 
gally be taken from anywhere in the pro- 


_ According to Edith Cresson, the com- 


programme, this one will be more focused — 
and less bureaucratic. Nevertheless, Mrs Ü 
Cresson and her fellow commissioners ate 
likely to be given a hard time by the mem- 
ber states when their proposals go before. 
the Council of Ministers. Ministers from 

Britain, Germany and a few other countries 
will argue that the budget should be much 
smaller than the European Commissi 
has proposed: no more than 13.2 billio 
ecus for the next five years. And the who 
programme may well be taken hostage by 
member state—probably Spain—whic 
will use the fact that the framework pro- 































proval to extract concessions on other, uns 
related, matters. 

A more fundamental issue is whether 
there should be a “European” science pc 
icy at all, as distinct from co-operative 
rangements such as the ones that run big 
projects like particle accelerators. The 
framework programme is not merel 
costly; it may be poor value for mone 
overhead costs of research paid for b 
EU (7% of the money set aside for a resea 
grant) are much higher than the 3% 1 





councils, for example, and the administr 





the political necessity of including collabo- 
rators from several countries is not always » 
an efficient basis for research. 2 de 


Such difficulties apart, however, some EU- 
financed research i is ‘appropriate in several Qu 
areas: | 


* Fields that recognise no. pidan bor- | 


ders, such as disease surveillance and vac- 
cine development. Global warming, too; 


will not capriciously roast France while 


sparing Austria. 
« Expensive projects. Space research, for 
instance, could probably not be done in 
Europe at all without backing from the Eu. .. 
Fast attempts based on intergovernmental |... 
co-operation for rocketry have tended to ` 
comea cropper. e" 
« Scientific research in countries where it: 
has not been strong in the past. As the ex- 
ample of the Institute for Prospective 
nological Studies emphasises, th 
risk of becoming a form of welf 
riding southern European 
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hand, fellowships for promising young re- 
searchers to travel to other countries can 
build informal Europe-wide networks of 
scientists. This in turn should stimulate 
ideas, and with luck, economic growth. 

* Particularly contentious areas of re- 
search. In the case of BsE, for example, an 
EU-sponsored project may be seen as more 
independent than any carried out by a 
member state with an obvious vested inter- 
est in the result. 

To be worth its hefty budget, the fifth 
framework programme needs to concen- 
trate on meeting these limited goals—a real- 
isation that has not escaped the notice of 
the commission. And there are some posi- 
tive signs. Whereas the fourth framework 
programme was divided among almost 20 
different areas of endeavour, the fifth has 
just four. On the other hand, research needs 
are difficult to predict. From the point of 
view of the researcher, it is obviously much 
better to have a budget set in advance for 
five years than to have to scramble for 
money every year. But it is unclear that set- 
ting themes is really the most efficient way 
of advancing research. Worries on this 
score are all the greater when such themes 
are decided through extensive consulta- 
tions with governments, industries, and 
anyone else who might care to contribute. 

The predictable result is a diffuse mess. 
To have truly first-rate European science, 
the planning, if not the finance, should be 
decentralised. It should be decided far 
more by Europe's scientists rather than by 
politicians. That would really be a great 
leap forward. 





Biometrics 


For your eyes 
only 


TOKYO 


S IN a memorable sequence in “Mis- 
sion Impossible", athletes competing 
in the biathlon at the Winter Olympics in 
Nagano must have their irises scanned be- 
fore they can retrieve their rifles from un- 
der lock and key. In the coastal town of 
Numazu to the south, employees entering 
Suruga Bank's main computer room have 
to do the same before the door will open. 
And at the Equine Research Institute in 
Utsunomiya, north of Tokyo, even race- 
horses are having their irises scanned as a 
way of confirming their identity. 

From banking to on-line shopping, tri- 
als areunder way throughout Japan to see if 
iris-imaging is as fraudprocfand reliable as 
its proponents claim. Replacing PINs—the 
personal identification numbers used in 
transactions with cash dispensers—would 
be a convenience mainly for those who 
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find numbers hard to remember (though it 
would also eliminate some fraud) The 
"killer application" of identification-by- 
iris, however, is likely to be in electronic 
commerce. Engineers around the world are 
betting that legal tender in the e-commerce 
age will be a digital certificate combined 
with a coded image of a person's iris. 

The company responsible for Japan's 
leadership in trials of iris-identification 
machines is Oki, the country's principal 
provider of cash dispensers. The technol- 
ogy itself, however, was developed in Amer- 
ica and Britain. It was dreamt up by Leon- 
ard Flom and Aran Safir, two ophthal- 
mologists who now work for IriScan in 
Mount Laurel, New Jersey. In the 1980s, 
they proved that the iris’s complex pattern 
of striations, freckles and fibrous structures 
offered a considerably more precise means 
of identification than the relatively simple 
loops and whorls of a fingerprint. The hu- 
man iris has some 260 independent vari- 
ables; fingerprints have roughly 35. 

Nor does the iris's unique pattern alter, 
as do fingerprints (and other “biometrics”, 
such as knuckle creases, voice patterns and 
body odours), over a person's lifetime. In 
addition, the iris is one of the most readily 
visible parts of the body, and so can easily 
be scanned by a camera. 

The development that turned this in- 
sight into a technology was a set of math- 
ematical formulae patented by John Daug- 
man at Cambridge University in 1994. 
These formulae allow a video camera to lo- 
cate the iris in an image of an eye, and then 
scan that iris's textural structure, encoding 
its unique features into a tiny electronic 
"signature" that is stored in a computer file 
for future reference. When a person is to be 


identified, the system simply 
matches a fresh iris scan with 
the original signature in the 
computer's reference file. 

Being so small (they are 
256 bytes long—less informa- 
tion than is stored in this 
paragraph)-Dr Daugman’s 
iris codes need little computer 
memory. That makes search- 
ing an archive easy. Up to 
100,000 records a second can 
be scanned using a standard 
personal computer—and the 
mismatch rate is less than one 
in 100,000. Such accuracy is 
said to be hundreds of times 
better than other biometric 
means of identification. 

Having acquired Dr Daug- 
man's formulae, IriScan holds 
all the key patents on iris rec- 
ognition. It has licensed the 
technology to Sensar, a com- 
pany in Moorestown, New 
Jersey that makes specialist 
equipment for the banking 
industry—and Sensar, having added the es- 
sential ability to spot an iris from a dis- 
tance of up to one metre, has passed it on to 
Oki to try out. 

Japan is a good place for such trials. In a 
land where the customer is king, the per- 
sonal seals which most Japanese use for 
identification are rarely challenged—de- 
spite the fact that they are easily copied and 
frequently find their way into the wrong 
hands. So a quick and non-intrusive way of 
checking a person's identity would save a 
good deal more than mere embarrassment. 





North Atlantic salmon 
End of the line 


REYKJAVIK 


T LUNCH in Reykjavik, Orri Vigfusson 

has just shocked his neighbour. “Do 

you mean”, she asked him, “that if you get 

your way I will never be able to afford to eat 

wild Atlantic salmon again?" "Yes," says Mr 

Vigfusson imperturbably. “I very much 
hope that is true." 

Mr Vigfusson is chairman of the North 
Atlantic Salmon Fund (Nasr). He is an Ice- 
landic businessman who has fished for 
salmon all his life (and scrupulously re- 
turns his catches to swim again). His main 
concern, though, is to rescue the wild North 
Atlantic salmon from what he sees as an 
imminent threat of extinction. In the past 
20 years, he reckons, the total catch of true 
Atlantic salmon (excluding fish escaped 


` from fish farms) has fallen by 80%, from 


more than 4m to 800,000. 
Others dispute these figures, pointing 
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out that they reflect, in part, government 
agreements to reduce commercial fishing. 
“I would be more worried if catches were 
rising,” says Malcolm Windsor, secretary of 
the North Atlantic Salmon Conservation 
Organisation, which monitors the treaty 
that governments signed in 1982 to curb 
fishing on the high seas. But everybody ac- 
cepts that the salmon is in trouble. Of the 
2,000 erstwhile salmon rivers draining 
into the North Atlantic, says Dr Windsor, 
around one in ten no longer has any fish. 

Nobody is sure why it is that, when 
salmon swim off into the Atlantic, they fail 
to thrive. One reason may be past overfish- 
ing; another may be the harm done to riv- 
ers by pollution, logging and dams. But 
most researchers suspect there is a link with 
the measurable (but unexplained) shrink- 
age of the area in the North Atlantic where 
the water temperature is in the salmon’s 
preferred range of 4'C to 10°C. 

The consequence is to heighten the ten- 
sion between those who catch salmon for a 
living, and those who do so just for fun. 
While salmon are no longer entangled in 
drift-nets on the high seas, about 2,000 
tonnes of them (about 500,000 individual 
fish) are still caught that way off the coasts 
of England, Ireland and Norway. For fish- 
ermen such as Mr Vigfusson, every salmon 
in a drift-net is one less swimming up a 
river to be caught by a sportsman. 

One cost of the disappearing salmon is 
a fall in the value of fishing rights, where 
these are privately owned and traded. In 
Scotland, Strutt & Parker, an estate agency, 
estimates that the value of a stretch of river 
yielding one salmon a year has fallen from 
a peak of £13,000 ($21,000) in 1989 to just 
under £6,000 now. Part of the reason, ac- 
cording to Andrew Smith, who specialises 
in fishing rights for the company, is that 
people ask themselves whether they are 
buying a depreciating asset. 

At the same time, the commercial fish- 
ermen are under pressure 
from the growth of fish 
farming, which has de- 
pressed the price of 
salmon. The wild fish com- 
mand a premium, but in 
most markets it is not large. 
That suggests an answer. 
Why not take some of the 
difference between the 
value of a salmon to a 
sportsman and a profes- 
sional and use it to buy out 
the professional's commer- 
cial fishing rights? 

To a certain extent, this 
is happening. The NAsF has 
already won a moratorium 
on commercial fishing off 
the coasts of Iceland, 
Greenland and the Faroe 
islands. It has done so, in 


Whose fish? 
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part, by raising private cash to compensate 
fishermen and find them other jobs. That, 
says Mr Vigfusson, has saved a cumulative 
1.3m salmon since 1991. However, the mor- 
atorium is fragile, and threatened by the re- 
luctance of Britain, Ireland and Norway to 
join the ban. 


Loaves and fishes 


Mr Vigfusson blames nit-picking govern- 
ment scientists, who refuse to accept the 
harm done by drift-netters. “The basic 
problem", he says, "is overproduction of bi- 
ologists. There are probably more scientists 
studying salmon than at any other time in 
history. They get the money. We don't." If 
governments diverted a few million dollars 
from studying fisheries to buying out drift- 
netters, he argues, the future of the salmon 
would be safer. 

Britain, at least, may now reconsider. 
Drift-netters still operate from north-east- 
ern England, and last year a government- 
appointed working party found no firm ev- 
idence of a link between their catches and 
salmon decline. However, the minister of 
agriculture, Jack Cunningham, is a keen 





fisherman. In an interview in January's 
Trout and Salmon magazine, he described 
as “a pretty powerful argument” the NASF's 
complaints that it was hard to buy off 
Greenland's commercial fishermen when 
salmon were still dying in British drift-nets. 
He has set up a new review of fisheries legis- 
lation which he hopes will reopen the issue. 

But why should it take government co- 
operation to buy out salmon-fishing rights 
at all? The trouble is, the sort of market- 
based solutions Mr Vigfusson advocates 
are not always simple to implement. 

Scotland, for example, has had pri- 
vately held and transferable salmon-fish- 
ing rights for centuries—not just in rivers, 
but in coastal waters too—and many com- 
mercial fishers have been bought out, and 
coastal drift-netting is banned. In Ireland 
and England, by contrast, the right to fish 
for salmon in the open sea is à common 
right. Noel Wilkins, a zoologist at Univer- 
sity College, Galway, who chaired a govern- 
ment task force that reported on the state of 
the salmon in 1996, points out that buying 
out one commercial fisherman would sim- 
ply leave more fish for the next one to catch. 
Indeed in Britain, where drift-netting li- 
cences have declined, the catch has risen, as 
the remaining fishermen have simply 
caught more fish. 

The Irish task force recommended the 
introduction of a ceiling on allowable 
catches, and a system of quotas that would 
be a fisherman’s property. Such quotas 
would give fishermen something to sell: to 
each other, or to the NAsF. They might also 
create an incentive to demand a bigger pre- 
mium for wild salmon: for quotas to be en- 
forceable, wild salmon would need to be 
tagged when they were caught, and the tags 
could be used to prove the fish were the 
genuine article, But to turn common prop- 
erty into private property would require 
legislation, and the new Irish government 
has not shown much interest in the idea. 

A clear definition of 
salmon-fishing rights 
would at least help the ri- 
val groups who want to 
catch the fish to reach a fair 
deal. But it would not alter 
the fact that there are too 
many fishermen and not 
enough fish. And in future, 
Mr Vigfusson and the com- 
mercial fishermen may 
both find they have a big- 
ger problem: the impact of 
fish-farming. Salmon that 
escape from fish farms 
now interbreed with wild 
fish, and swim up rivers. 
The threat to the genetic in- 
tegrity of the wild fish may 
be even graver than the 
threat from nets or rods. 
a E 
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elf that way. Like other ani- 





our ancestors parted evolu- 


ies if they are a of evo- 


bi cl m iius to s dninking and H 


man behaviour is poor. A generation ago, 


thinkers as different as Desmond Mortis, 
a British ethologist, and E. O. Wilson, a - 
‘Harvard entomologist, began to offer ex- 


planations of humans in biological . 
terms, with distinctly uneven results. Sim- .. 


ple minded applications of biological 








it crude caricatures of human life, 
rsuaded. 


et the biological MR would - 
down. A new phalanx of biological © 


and their message is that recent advances 


in cognitive science now make it possible - 
to avoid the mistakes of earlier biologi- 


cally inclined thinkers. The bible of this 
movement is a collection of essays they 
edited with John Barkow, “The Adapted 
Mind” Oxford University Press). Their in- 
troduction to this book serves as a mani- 
festo calling on psychologists, sociolo- 
gists, anthropologists and economists to 
break free from outmoded tradition and 
:to begin anew within the framework of 
Darwinian theory. 
©  Popularisers have followed. hard on 
the heels of the academics. Two of the 
i most successful are Matt Ridley and Ste- 
y inker. Mr SEL was science editor 






are aea an ian: i 
do not always choose - 


reathe and mate. It is.only 


pany with those of the chim- 
ne ony. a ee of hundred 


7 oe to cast inte on nthe essential 7 nao 


ike “pecking order", “nesting 
? and “alpha male" have achieved - 


body but committed enthusiasts : 


: ers is now emerging under the ban- 
ner. of “evolutionary. psychology”. The . 
‘name itself is due to two American aca- 
'demics, Leda Cosmides and John Tooby, 


X Jain how. you ‘think and behave? Psychological 
. But the evidence fori itso faris slim 


of The Economist, and in his most recent 
‘book, “The Origins of Virtue”, published by 


Viking two years ago, he sought the seeds of 
human altruism in life on the African sa- 
vannah. Understanding the evolutionary 
pressures responsible for fellow-feeling, Mr 
Ridley believes, will help identify the kinds 


~ of society that best suit human beings. 


Steven Pinker is even more ambitious. 


-) -He is professor of psychology at MIT, and 
now rather better known as a telegenic au- 
thor and magazine contributor: he wrote a 


short piece for the "Talk of Town" section 
ina recent issue of the New Yorker offering 
“an evolutionary explanation for presi- 
dents behaving badly". Yet Mr Pinker has 
serious aims and his latest, much talked 





tions, personal relationships, humou: | 


What exactly is new about wd | 


~ of ideas, Intelligent minds start as blank: 

























about book, “How The Mind 
ton; Allen Lane), is modest i ei 
nor Scope. He starts. fairly se 
chapters on hominid evolution and 
perception. But once into his stride there 
no stopping him. By the end, he has offered. 
evolutionary explanations for human 


sic, literature, art and religion. 


Where psychology went wrong 


psychology? Psychology is. the key term 
here. Any serious account of human being 
has to give a central place to their intellec 
tual abilities. People have taken over th 
planet not because they are stronger 
fiercer than other animals (they aren't) f 
because they are cleverer. This is w 
older biological approaches broke dov 
They had nothing to say about hum 
intelligence, but portrayed people as dolt- 
ish bundles of instincts. : 

The fault lay less in biology than. psy 
chology. Until fairly recently the dominan 
paradigm in psychology offered virtuall 
no purchase for evolutionary. theorising 
From David: Humei in 1750 to B.F. Skinne 
in 1950, it was more or less taken fo 
granted that all intelligence is built o 
ne simple mechanism, the association: 


slates, and gradually build upa picture o 
the world from elements associated i 
our experience. Given this assumption 
there was little to say about how evolu 
tion might have made people clevere 
-The only answer was that it must have 
made them better at making associations, 


. presumably by enlarging their brains. So ==: 
.€laims about “nesting instincts” and — 


“pecking orders" seemed beside the. .- 
- point. They left out what made you. spe- 
ial: your superior associative abilities. — 
> Psychology is not like that any more. 
Instead of viewing the brain as one bigas- 





| Sociative engine, an increasing number of 


psychologists now take it to be a bundle -~ 

of “modules”, each dedicated to a differe :- 
ent intellectual ability, and each pre-pro- = 
grammed with a substantial body of in- 

formation about the world. A key : 

moment was Noam Chomsky'sattackon | - 
Skinners associative account of lane = 
guage-learning. In a famous review of = 
 Skinnerstheory in 1959, Mr Chomskyar- -> 
gued that associationism could notpossi- ^ 
oly explain human language. Children. 
learn it too fast, and on such incom] 
evidence, and there are so many odc 
allels between different tongi 
only plausible explanatio 


























- inthe chest. 

Once Mr Chomsky had made this 
breach, the floodgates opened. Psycholo- 
gists now postulate innate “modules” for 
any number of intellectual abilities. That 
new approach was codified 15 years ago by 
a philosopher colleague of Mr Chomsky’s 
at MIT, Jerry Fodor, in “The Modularity of 
Mind" (Mir Press). Mr Fodor appealed in 
this book to a wide range of evidence to ar- 
gue that many dedicated cognitive devices 
are part of an innate inheritance and em- 
body assumptions that could not have 
been derived from experience. Some of the 
modules postulated by psychologists are 
unsurprising, such as a module for visually 
identifying physical objects, or for seg- 
menting heard speech into words. But oth- 
ers are less obvious, like a module for face 
recognition, or for distinguishing animals 
from artefacts, or thinking about other peo- 
ple’s minds and motives. 





Now add Darwin to medules 
Evolutionary psychology is what you get 
when you marry the modular view of the 
mind to the modern Darwinian theory of 
natural selection. Along with the modules, 
you get claims about the evolutionary pur- 
poses for which they were selected. In a 
way, it is surprising that this marriage has 
taken so long to arrange. One:of the curios- 
ities of modern intellectual life is that 
Messrs Chomsky and Foder, the path- 
breakers who believe that many intellec- 
tual capacities are innate, have nonetheless 
resisted the evolutionary approach to the 
mind. After all, the whole thrust of their 
modular revolution was that the brain con- 
tains a number of purpose-specific organs 
whose construction is directed by the 
genes. Despite that, the origmators of the 
“nativist” revolution have from the start 
discounted attempts to plumb the evolu- 
tionary history of these organs. | 

One rather superficial worry may be 
that, once you start down the evolutionary 
path, you will end up concluding that intel- 
lectual differences between human groups 
are due to differences in their genes. How- 
ever, evolutionary psychologists like Ms 
Cosmides and Mr Tooby have insisted all 
along that this is no part of their agenda. 
They are not interested in differences, but 
likenesses. Here they contrast themselves 
- with social-scientific orthodoxy. Through- 
out this. century, anthropok ts and so- 
.- ciologists have emphasised cultural diver- 
`- sity. They have taken the wide pectrum of 

human arrangements to show that virtu- 
d any Batten can bei img os 
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sexual mores as an almost perfect inversion 
of strait-laced American conventions. 

Ms Cosmides and Mr Tooby counter 
this model with the claim that cultural vari- 
ation is much less wide than supposed. 
There are in fact no societies without mar- 
riage, sexual jealousy, humour, not to men- 
tion phrase-structure grammar. Of course, 
they concede, there remain many interest- 
ing differences between human societies. 
But just as interesting are the striking limits 
to this variation. A hero of the evolutionary 
psychology movement is Derek Freeman, 
an Australian anthropologist, who has ar- 
gued that Samoan life is not so permissive 
after all, and that Mead was largely the gull- 
ible dupe of inventive informants. 

The real question about human society, 
insist the evolutionary psychologists, is not 
why it varies, but why it stays so much the 
same. Their answer is that we humans have 
inherited a common set of psychological 
mechanisms from our evolutionary past. 
These mechanisms served specific func- 
tions as we evolved away from the chim- 
panzees. To comprehend ourselves fully, 
we therefore need to view ourselves as in- 
heritors of intellectual abilities that proved 
useful to our hunter-gatherer ancestors in 


_ sub-Saharan Africa. 


~ Of course, few humans live as hunter- 


gatherers any more. But, even so, say the 


evolutionary psychologists, the evolution- 
ary perspective is crucial. Modern life is a 
product of stone-age minds and contempo- 
rary circumstances, and we will only get 
half the picture if we ignore our biological 
history. 


One good illustration of this approach - 


is the evolutionary psychologists’ theory of 
human reasoning. Over the past couple of 
decades, evidence has been building up 
that humans are amazingly bad at solving 
simple logical problems. The “Wason selec- 
tion task” is just one example from a huge 
body of experimental data. It involves 
cards with a letter on one side and a num- 
ber on the other. Experimental subjects are 








asked which of the following four cards 
they should turn over to test the hypothesis 
that each vowel has an odd number on the 
other side: E, 3, 4, D. People are awful at this 
task. The right response is the first and third 
card, but only about 10% of normal subjects 
answer correctly. However, now consider a 
variant. Imagine you are at one of those dis- 
cotheques where men must pay, but wom- 
en do not have to. Everybody has a card in- 
dicating their sex on one side (M or F), and 
whether they have paid (P or not-P) on the 
other. Which cards—M, P, not-P or F— 
should you turn over to test whether the 
payment rule has been obeyed? With the 
problem recast in this way, many more 
people correctly pick the first and third 
cards. Even though the two tasks are struc- 
turally identical, somehow the new format 
makes the solution easier to see. 

Ms Cosmides's theory is that this is be- 
cause we have an ancestral cheater-detec- 
tion module which evolved to identify 
those who go back on their promises. This 
module is intrinsically suited to the second - 
problem, but not to the first. Of course, 
other explanations might strike you as 
equally plausible. Isn’t the first problem 
just harder to understand than the second? 
But a series of further experiments: con- 
ducted by Ms Cosmides suggest otherwise. 
The problem seems to remain hard even if 
posed in quite familiar terms, as long as it 
doesn’t involve cheating, and to become 
easy as soon as the cheating element is in- 
troduced, even if in unfamiliar settings. 


Biology, not behaviour 

This cheater-detection theory illustrates a a 
selling-point of evolutionary psychology as 
against earlier biological approaches. The 
focus is now on underlying mechanisms, | 
not observed behaviour, and the thesis is 
that these mechanisms once served a bio- 
logical purpose, not that the behaviour 
now does. Thus, while your cheater-detec- 
tion module works well as long as it sticks 
to its original context, there is no denying 
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: ee to serve sei b logical éd of sur- 
: vival and reproduction. 





Whether evolutionary. psychologists | 


: manage to avoid all the mistakes made by 


‘their predecessors is less clear. Messrs- 
- Chomsky and Fodor are not the only critics 
| serious. doubts. Few psychologists © 
y longer disagree that the mind _ 
any modules, and that this is in. 














se a result of evolution. But many 








r of speculation about long-lost evolu- 
tionary histories. 


A double weakness 





There are two worries here, one aboute evo- 
É lutionary speculation and the other about - 


the completeness of the modular view of 


-mind. The first worry echoes the standard - 
accusation that Darwinian enthusiasts are- 


‘too quick to read historical purposes into 


“every biological trait In Stephen Jay 
-Gould’s telling phrase, they are overly fond’ 
of “just-so stories”, which differ from Kip- - 


ling's fables only in their lack of good j jo 


Mr Gould's immediate target here is “self- 
ish-gene" ‘theorists like Richard Dawkins, — 


is a moot point whether he actually 












- ple it may seem a good idea for psy- 
chology and evolutionary theory to - 
:pool their intellectual resources. But- 
given the paucity of hard evidence 
on each side, the merger often seems __ 
to achieve little more than an incite- 
ment to fabulation. a 
The trouble is not just that hu- | 
man brains leave no fossils, though  : 
this is certainly one problem. Just as - 
hazardous is the lack of definite © 
knowledge about current mental 
mechanisms. This makes it all too 
tempting to put evolutionary specu- 
lation in the place ofhard psycholog- 
ical evidence, and so conjure mental 
modules out of historical myth. Take 
Ms Cosmides's theory about the evo- 
lution of a cheater-detection mod- 









t mark. But, whatever you think of - 
wkins, evolutionary psychology is 
deed open to the just-so charge. In princi- | 


yt gists now claim to have performed new 
n experiments which show that a cheating 
. factor is not the crucial variable in the 


Wason selection task after all. Less indul- 
gent critics will say that the flirtation with 
evolution has simply led Ms Cosmides up a 


Theoretical blind alley. 


- Asimilar charge can be levelled at other 


rd 2 - prize exhibits in the gallery of evolutionary 
Ge “psychology. The theories of human altru- 


ism described in Mr Ridley’s “The Origins 


of Virtue” involve any number of plausible 
‘ideas about the social practices of our hom- 


inid forefathers. But there is no real histori- 


cal basis for these parables, and precious 


little direct evidence that today’s humans 


display ; any corresponding dispositions. 
The ideas in Mr Ridley's book exhibit game- 
theoretical sophistication and much inge- 


nuity, and are worth reading for that rea- 


son alone, but they scarcely qualify as 
! reliable science. 

d deny that modules are all the mind 
is made of, and even more would query the . 


Then there is sex. Reproduction is cen- 


tral to evolution, but there is room to won- 
. der whether that explains the attention it 
-<= gets from the more pop-oriented evolution- 
< ary psychologists. The leading light in this 
area is David Buss, or “The Doctor of Love”, 


as he is fondly termed on “The Evolution- 


- ist" web page. His book, “The Evolution of 
Desire" (Basic Books), reports the results ofa 
-: questionnaire given to 10,000 people in 37 
€ountries. In every country, women like 


rich men, and men like young attractive 
women. Mr Buss also explains that poten- 


tial pick-ups start looking better as closing- 
time nears and worse again after sex. Well, 








1aybe that is all so, and perhaps it has 


about the precise mechanism behind the 
behaviour. Defenders of evolutionary psy- 
chology may reasonably reply that there are 
better practitioners than Mr Buss and more 











ule. This is now widely accepted. But e m 


there is no independent evidence, - 
apart from Ms Cosmides’s psycho- 
logical experiments, for this histori- - 
-cal story. Moreover, other psycholo- 
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ogy: by emphasising the modules it leave 


discrimination is either inevitable or justi- 


omething to do with the evolutionary 
roles of the sexes. But Mr Buss tells you little 


ingles at behaviour. Yet 






















froin t the vast field of hams 
and behaviour, show promise 
ing up to a coherent theory of the m 

That question brings in. the second. 
main worry about evolutionary psycho 





out the important part of the mind. Evolt 
tionary psychologists often liken the mind 
to a Swiss Army knife. It contains a large —— 
number of purpose-built tools, each de- — 
signed for a quite specific purpose. But this. 
picture prompts an obvious question. uM 
Who, or what, is deciding when to open. 
which blades? Don't you need some central 
intelligence to orchestrate the overall oper- 
ation? Some evolutionary psychologists say 
no. But, while that may be true of other an 
mals, it makes little sense for humans. Fo 
one thing, you seem to need a central in 
ligence to understand human moral rea- 
soning. Even if your modules incline yor 
tcwards sexual and racial discrimination, : 
fcr example, it does not follow that such. 


fied. ifhumans are just acollection of mod- 
ular reflexes, how is it that they can correct 
their inclinations? Humans seem to: need. 
some mental faculty that can stand back 
from modular promptings and tell them 
how to do better. ; 
-. There are less elevated sampe of peo 
ple monitoring the outputs of their pur- 
pose-specific mental modules. You are of- 
ten quite aware that your visual system is. 
fcoling you: for example, when you look at 
trick drawings, or indeed when you watc 
television. If it is possible to question mod- 
ular inclinations in this way, there must be. 
some place in the mind which tran- 
 Scends the modules. E 
To insist that there is more to the 
mind than modules is not to deny © 
humans’ animal heritage: no doubt 
a person’s central intelligence is it- 
self an evolutionary product of the ~ 
past. But it does mean that evolu- — 
tionary psychology, like its predeces- 
sors, is in danger of ignoring the very |. 
thing that makes humans different 
from other animals. Perhaps evolu- =- 
tionary psychologists will soon shift ~ 
their focus away from peripheral: 
modules, and start contributing to 
an understanding of the really hard 
biological problem of the structure 
and function of the central intellec- 
tual abilities. Until then, theyareun- — 
likely to shed more than a sidelight |. 
on the human mind or to show pe 
ple much about why my li 
way they do. 2s 
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| only 6% of the population. As 


Enoch Powell 


HE extraordinary amount 

of attention given to Enoch 
Powell in Britain could seem 
puzzling to anyone who, as Mr 
Powell might have put it, did not 
have the privilege of being Brit- 
ish. His obituary in the New 
York Times was listed second af- 
ter that ofa member of the Beach 
Boys, a pop group. For the Daily 
Telegraph of London the death 
of "Powell, giant of politics" was 
the main news story, with sev- 
eral pages given over to his ca- 
reer. Had the prime minister 
himself died, he could not have 
claimed more space, and might 
have been accorded less. 

Yet Mr Powell never as- 
cended to the highest levels of 
government. His most famous 
speech, made in 1968, that in 
Britain "in 15 or 20 years' time 
the black man will have the 
whip hand over the white man" 
turned out to be a nonsense. To- 
day, non-whites, lumped to- 
gether in official statistics as 
"ethnic minorities", amount to 


minorities do, blacks have their 
own citadels such as Brixton, in 
south London. But in many ar- 
eas of Britain a black face is 
rarely seen, except on television. 
Whether this should be ap- 
plauded or not is a continuing 
argument, But it can besaid"with 
some certainty that the whip, if 
that is the appropriate word, has not changed hands. 

As well as opposing immigration, Mr Powell argued against 
Britain's marriage to Europe. He was against seeking the Dublin 
government's help in dealing with the problems of Northern Ire- 
land. Perhaps his quirkiest notion was that Britain might recon- 
quer India. However, within his catalogue of failed ideas could 
be seen the central guiding Powellite idea: nationalism. In the 
role of the absolute patriot he tapped a strong conservative feel- 
ing in Britain, especially àmong many in the working class. 
"Don't knock Enoch" was a useful bit of advice in any pub con- 
versation about politics. 


Winning and losing 


In one area at least his admirers could claim that Enoch Powell's 
ideas had been accepted. This was in economics. He believed in 
a free market and the minimum of state intervention, now the 
orthodoxy of our times. Butfor all his passionate logic Mr Powell 
was unable in the 1960s to persuade the barons of the Conserva- 
tive Party to abandon the Keynesian policies of the post-war 
years. It was not until the 1970s, when Margaret Thatcher be- 
came leader of the party and subsequently prime minister, that 
Powellism became the new radicalism and formed the basis of 
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John Enoch Powell, political maverick, 
died on February 8th, aged 85 


her “magnetic” former colleague 
but did not dwell on the debt 
she owed to him. Others groped 
around for forms of words that 
were kind without sounding ef 
fusive. Death alone has not 
made Enoch Powell entirely 
respectable. 

He was brilliant. Everyone 
said that, even those who 
loathed his ideas. Few doubted 
the story that he was reading 
Greek at five, coached by his 
mother, a schoolteacher. Young 
Enoch won a free place to Trin- 
ity College, Cambridge, took 
prize after prize in classical stud- 
ies and, of course, gained a first. 
He took no part in the social life 
of the university, which, for 
many students, was the whole 
point of being there. A fellow 
politician in later life remarked 
that there was something me- 
chanical about the way Enoch 
Powell studied. He apparently 
learnt German without visiting 
Germany to pick up its idioms, 
and the result sounded wooden, 
though the syntax was flawless. 

Still, at 25 he held the chair of 
Greek at Sydney University, and 
so became the youngest profes- 
sor in what was then the British 
empire (and rather cross that 
Friedrich Nietzsche, whose 
philosophic works he admired, 
had become a professor at an 
even earlier age). His war service 
was equally remarkable: wearing “the king’s coat”, as he put it, 
he was the only British soldier to rise from private to brigadier 
(although he never saw combat). He added systematically to his 
store of languages, among them Hebrew, which he learnt at 70 to 
help his studies of the Bible. 

This illustrious record stymied those who might otherwise 
have dismissed Mr Powell as a crank. And in the clubby atmo- 
sphere of the House of Commons, where he sat for 36 years (but 
only five as a minister), even his sternest critics were reluctant to 
call him a racist, a British Le Pen. Ifyou had to compare him to an 
outrageous foreigner, de Gaulle would be more acceptable, if im- 
probable. And while some of his remarks were ill-judged, they 
were well put together, an important quality in the temple of 
words. There were not many jokes in a Powell speech, but the 
audience was held by its taut language delivered with passion. 

Occasionally, he wrote poetry in the style of A.E. Housman 
(1859-1936), a professor at Cambridge during Mr Powell’s time 
there. It is pleasantly readable, even though not in the same 
league as “A Shropshire Lad”. He could come out with a telling, 
and clearly truthful, sentence. Inevitably, one of the most quoted 
has been, “All political lives, unless they are cut offin midstream 
at a happy juncture, end in failure, because that is the nature of 


Thatcherism. The now Lady Thatcher paid a formal tribute to politics and of human affairs.” 
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The data will be collected in our datáliuse aml use d onis to provide infarmalian on the abeve mentioned 
oo veurse and to send free oof charge documents on other. courses and pubblication af SUA Boccani. 
According ta the law 67571996 if your doit wish to receivi further information tick the hex, 2 


gi lobal economy and their relevance to 


the daily operations. of modem financial 
institutions and business enterprises. 

Within the course, Quantitative 
Economics, Business 
Administration, Law and Politics - 
as well as comparative analyses of 
political and economic prospects of 
major countries and regions of the 
world - are the elements that make 
up a framework of knowledge that is 
essential for the macro vision needed 
by the modern manager. 

in each of the two distinct cur- 
ricular tracks offered - International 


f | KE e SDA BOCCONI 


1 . Bocconi University School of Management 


e n D sda.uni-boeconi.it 
E mail: MIEM@sda. uni-boeeoni.it 


1s 20136 Milano - Haly - “Tel. +30: 
FAN TO +39-2-58; 36.327 15 


ARREVEEREARFEHHEEHEHERAS ERED HH TR TEESE 


M A N AGEMENT 








3). 5836.600: 5/0000 
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Finance, and Industry Analysis and 
Marketi ing - constant attention is paid 


to the relevance of the quantitative | E 


and analytical I tools investigated by - 
the programme to the participants' 
future careers in finance, in strongly 
internationally- -minded companies, 
or in the. consultancy sector. 

MIEM includes a three-month, 
worldwide ‘Internship programme, 
giving students the. opportunity to 
apply acquired skills to real business 
situations. A limited number of scholar- 
ships are available for outstanding 
candidates. 






















program with. à pee ates concentration - 
on Leadership and Strategy. It will prepare you 
to lead others to and be themselves into. the- 





2 Pru on eril in intarraional pa rom | 
| - a distinctive Scandinavian vantage point, 
a “reinforced by: a “hands on” ron an pe 


a Graduate Office, PO. Box 5 580, N-1301 Sandvika, ce 
Tel +47 67 idis Jair Fax: +47. 67 57 05 41 


Norwegian School of aed BI 


MORE THAN A 






QUALIFICATION: 



















| n Frontiers of Option Pricing. 


msterdam 
Institute of Finance 


s offers ji coperiütion with the faculty of 
INSEAD 
and sponsored in cooperation with 
Amsterdam Exchanges AEX 


D T he e Options Workshop 
oe Stock Option and Foreign Currency 











. Option Pricing _ (April 14-15) 
 - Option Trading Strategies 
and Risk Management | (April 16 -17) 


| 3 The Advanced Options Worshop 
- Yield Curve Dynamics and the 
Pricing of Interest Rate Derivatives " 


e" (April 20-22) 
Ts Exotic Options - 


dA 23-24) 









.. - Mathematics of Derivative ous zm (Apri ril” ) 
- Volatility Nay 1- D 
- Derivative Products and Credit Risk (june 25 - v D 


For further information and our detailed t— 
please contact. Ms. Katelijn. Arnold, Course Manager. l 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +31-20-5208555 - fax: +31-20-5208506 - e-mail: info@aif.ni 








Cranfield _ 
. [ UNIVERSITY 
School of Management 


THE CRANFIELD MBA 
What do you look for in an MBA programme? One which 


can be. completed in 12 months? Mature students from a 


wide cross-section of industries and professions? A teaching 


faculty that is rated ‘excellent’? A school that is ranked 


amongst Europe's best? An alumni body of 4,000. working 


_in more than 80 countries? A choice of 78 electives? A course 


that puts the emphasis on developing you as an individual 


and a team player? If. the answer is yes, then the Cranfield 


MBA is for you. 


If you have a degree or professional qualification and at least 
three years’ work experience contact Maureen Williams for 
more information or a brochure: Cranfield School of 


Management, Cranfield, Bedford, E ngland MK43 OAL. 
Tel: +44 (0) 1234 751122. Fax: +44 (0) 1234 752439. 


Email: m.williams(@cranfield.ac.uk 


Internet: http://www.cranfield.ac.uk/som 





Iniversity is an exempt charity offering a centre of excellence for research and education. © 











PTA: Business Soor s Masters in Finance i 






specialist programme designed for people pursuing : 


successful career in finance. It can be completed in: nine. 







months of full-time study or in two years of part-time 


(mainly evening). attendance at the School. 






The Masters. in Finance is rigorous, practical 1 






and career- -oriented, cand is taught by the School’s B l 







internationally-renowned finance faculty." O find out more X 










come to one of our. information sessions below: ay 2 






Milan - Monday 16 February : at 7. PES | 
Hotel Principe di Savoia, Piazza della Repubblica" 
Melbourne - Monday 16 February at 6.15pm . 

Le Meridien at Rialto, 495 Collins Street _ 
Sydney - Wednesday 18 February at 6. 15pm 
Sheraton:dri the Park, 161 Elizabeth Street _ 

jeng Co Dublin, ireland. Frankfurt - Monday 23 February at 6. 45pm | 
ephone: 353 1 706 8934 Email: padnin @Slackrock. ucd.ie Steigenberger Frankfurter Hof, Am. Kaiserplatz a 
veh $ Site: ep dares ucd.ie/gsb/welcome.html meer | | Zurich - Tuesday. 24 February at 6. 15pm - 
cum Baur Au Lac Hotel, Talstrasse 1. = h LED 
Madrid - Tuesday 3 March at 7. Opm - 
Palace Hotel, Plaza de las Cortes, Madrid. 
London - Monday 9. March at 6. 15pm. P 
London Business School, Sussex Place, NWI 
Hong Kong - Monday 16 March at 7.00pm 
Mandarin Oriental Hotel, 5 Connaught Road - 
Singapore - Tuesday 17 March at 6. ism. 
Raffles Hotel, 1 Beach Road 




























F | in | 
E International Business 
















storadliate qualifications avallabk e il & pa rt time "m 
es @ MBA | | | 
v4 diploma 









! Information : ab out our MBA ud Sloan Masters 
! certificate * | us 
CS MPhil/PhD . Management will al $0 be available at all sessions. 
9 executive MBA 












For further information contact: The. Finance Programmes tiborostión. Office, 
." London Business School, Sussex Place, Regent's Park, London NW1 4SA, UK. 
-' Telephone: +44 (0)171. 706 6840 Fax: 444 (0)171 723 1788 - 

J| e-mail: mifinfoGibs. AC. uk Web site: wobei ac. uk 
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The International MBA experience _ 


multi-cultural student group D ! : 











world renowned teaching faculty ] : Please send me information. on the Masters in Finance: full time part-time | E: g 
ee | Mems - First Name | —— —ÓÀ 
international professional placement M ee ee a oe =o 

= Sl l . hi s M : : 2 Family Name SOON de : Boman Oe E SEQ D 

If you think you have the ability, the experience and — | Job Title NONE FLACCUM 

the courage to contribute to the global business. Company — ! i EROR TS 

challenge in the next millennium, contact: — Address | ć | e" | | | 

Pam Black eee 

University of Bristol, WORCESTER PET RC 

Graduate School of International Business, Postcode — .— 1 — Miujiipdh iu didus 

10 Woodland Road, Bristol, BS8 1UQ, England. T AEN ae i Business 
g . Tel: 00 44 (0) 117 9737683. | [ ERREUR RC a ne ee rere DR 
.] Fax: 00 44 (0) 117 9737687 Fax | | 

-emait: gsintbusGbristol. acuk - ei M UD ree NIE NK EDAM CD | E ps Ju 






He WW, bris. ac. vDapts MBA, l 


: London Business School exists t to. advance teaming and research in: busines 





ši | FEBRUARY iam 1998 






























TEOSTES [— onc “I 4 8s, MA, MBA, Ph.E 
dit for work experience > No classro: TINIIVERCITY | oil EARN A. DEGREE 
pn ded uen istuc, Send re resume for no-cost evaluation or Fax! 
>) i Uni i j o PITT ,, (505) 889-2750 
Washington nivers 1 s AT v Ugo Blvd. NE 


" PO. Box 1138+ Bryn Maw. PA 19000. 7 | ph 
Fax: 810-527-1008 - E-mail washuniv@op.net | 





incurring any expense or 
binding commitment in 
advertisement. The Economist News 
Limited shall not be liable to any person for. 
| loss or damage incurred or suffered as à 
result of his / her accepting or offering to 1 
accept an invitation contained in. any. 
advertisement published in the Economist. 







































Take French Language & 
Cookery courses & Stay in 
Chateau de Matel in France. 


| Le Centre Bour yy ligno 

2 * Full immersion 
* For company personnel 

* Tailored, oneto-one —— info@3ponts.edu 
-e Private room, full board http://3ponts.edu 


718 +33-3-85-458700 — rx +33-3- 85- 458701 J NL. "o fax: France (0)477 70 80 01 | 


INTERNET Longest ultures] pclae con | 


























| | 
| R - 115, 28009 Madrid (Spain) 
: eseau 413 lle is +34 t 401 0673 3 
| i 


-| [Mangues. 
[Hultures - 
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T" : UNIV E RS IT Y D T G ZU za B BBA | mmm | —— ee 
For Life, Academic & Work Experience io ee MBA Master of Business Administration 


Degrees for people who want to be more effective 
| and secure in their jobs or professions. 


ES . tam your BACHELOR'S, MASTER'S or] DOCTORATE degree by ` 
ich our . utilizing your life and work experience. College equivalent credits are 
E your. - given for your: job, military, company training, Industrial 
| position a courses, seminars and business experience. 
legal degree - | We accept college credits no matter when taken, 


and =  .| Our graduates are recognized for their achievements in business and 
transcripts industry, We will assist you in completing your degree requirements 
at your own. pace through home study. 


"As you know | Send/tax detailed resume for a NO-COST evaluation, 

















BBA: foe -year uage daas (ful i msi sorting October oF ees 
MBA: one or two- yen raduate degree (eventing classes) starting Qetober, January or 
April. Concentration | -infernational Management - Concentration2: Global Tax Planning. 


Strong academic course of study plus paden mana includi ding yearly in fa pany 
internships arranged for undergraduates. Career guid ance and. placement; follow-up | 
training. USA/Europe student exchange programs; transfer opportunities world- wide. 


THE NUMBER ONE BUSINESS SCHOOL IN BRUSSELS 
bal programs for ambitious students 


Offical affiliation with: Mercer University, Atlanta, GA, USA. 






















































d owe Pacific Western University eee 
d 1210 Auahi Street, Dept 137, Honolulu, Hi 96814-4922 UNITED 8- 1000 Brussels - BELGIUM 
teacher... But | 1-(808) 597-4909 BUSINESS Phone: +32-2-548 04.80 
| degrees open CALL: (800) 423-3244 ext. 137. UK: 0800-960-413 . Fax: um 2-548 04 89 
5s doors.” s Fax: (310) 471-6456 E-Mail: admissions € pwu.com INSTITUTES E-mail: info@ubi edu 





http/www.pwu-hi.edu 





internet: hftp:/ / www. ubi.edu : : 


in JAPAN, i in | BEL GIUM 






CERAN LINGUA 
Avenue du Cháteau. 280 
B-4900 SPA (BELGIUM) 
Tel. C32-87-39 1] 22 
Fax ce MI-8 7-79 11 88 


























| Study : 

o up to. 45 private and/or group lessons 
— and pedagogical activities 

; deco into eigo hoch our r teachers ; 


. ADULTS from 19 years. | 

* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions avaiable) 

* JUNIORS from 11 to £8 years 

- FRENCH in BELGIUM 

- ENGLISH in ENGLAND | 






Since 1973 






Internet : httgiAwsew.ceran.com 








m USA: Languagency in UR : SIBS 
Tel: | (413) 584-0334 Tet. : (019843 23 FO 56 
Fax: | (413) S8A-3046 Fax (01954) 23 22.94 


















5 j Scholar ships are c 


| Bocconi: University, ‘foutded in 
-| institutions in the field of higher economic education, currently offers six 


Ta odis oin ene ES economic 
AR course. includes „core modules in 


os specia iol s options in n the fields of 
ancial Economics, Industrial 
Trade and Open Economy 


| pola ds ind 
: Macroeconomic Policy 


‘Macroeconor 


1902 < ‘as one a the first italian 


degrees in economics and related subjects. Of particular interest to 


|. MEc participants are the activities of the Innocenzo Gasparini Institute 


| for Economic Research. -IGIER- cofounded in 1990 by Bocconi, 
NBER and CEPR, which hosts ltalian and foreign scholars, offering a 
ue environment | or intellectual exchange and joint i research, 


tact us at: www.uni-bocconi.it/mec 


ROTTERDAM $C€H OO0L i i 


of Erasmus Univenit 1 is Cni Taaka. among. 
top five. The Economists "Which MBA?" described: th: 
vative, interesting and friendly. : 


The Rotterdam School of Management's MBA (General: Management) 
MBA/MBI (plus Information Technology) bring together participants frc 
48 countries for an inteasive 18 months English. language | hands ori 
approach to management. l pn 


let tailed information and application forms please 


'MEc Secretary - Università Bocconi - - via Sarfatti, 25 


10136 Milano (italy) 


ier hone - Telefax: *39- 2-5836. 3316 


WORLD CLASS 

The Universiteit van Amsterdam (The 
Netherlands) is offering a world class one-vear 
Master Program in International Finance, 
developed in cooperation with leading 
international financial institutions and focusing 
on international banking and emerging 
markets. This highly innovative and prestigious 
program combines professional and academic 
excellence, granting participants direct access to 
financial skills not easily acquired elsewhere. 


INTERNATIONAL INTERNSHIP 
The Master in International Finance offers 
specialized training and practical experience. 


The courses combine theory with practical 


cases and exercises, usually in a team setting, 


d The final proj ject in the Pere consists of a 


val 








Please send me more bianna on the full-time MBA 
Programs of the Rotterdam Scho: al of Management 


Name Mr./ Ms. 


If you are interested in an MBA program. which offers you the uU 
possibility to work and study with students from all over the world 
will find the Rotterdam Sch col of Management an excellent choice.. 


RSME 


Ronerdam School ot Misgéniont 
Erastius Gradaaie School af? Bassi neki 


P.O. Box 1738, 1000 DR : 
Rotterdam, The Netherlands ` 





Country 


thesis, which is to be based on an internship in 


International. Banking or Emerging Markets 


Finance. 


INTERNATIONAL FACULTY 


The Master in International Finance is taught in 


English by an internationally diverse and 
renowned Faculty. Visiting professors and 
professionals from leading international 
financial institutions play an active role in the 
curriculum. 


FELLOWSHIPS 
Participants are expected to have clear ambition 
and potential to work in the International 
Finance field, with a focus on newer and still 
maturing capital markets. They come from a 
wide variety of cultural backgrounds. A limited 


Joe UN UNIVERSITEIT VAN AMSTERDAM. 


T Phone: +31 (0)10 4081936 / 271 
Fax: — *31(0)10 4529509 
E-mail: rematara ental ie 
Internet: - 

5B http://www. rsm.cur.nl/ ism 


FINANCE 





number of fellowships will be offered to. | o 
_ outstanding students from emerging markets. p 
If vou are interested in excellent training and kp cm 
career in International Finance, we shall be ess 


pleased to send you the information brochure’ m 
and an application form. The application : 
deadline is May 1, 1998. 


INFORMATION 
Universiteit van Ámsterdam 
Master Program in International Finance 
attn: My. Wichard Bieze 
Roetersstraat 11 
1018 WB Amsterdam, The Netherlands 
Tel +31-20-525,4764 
Fax +31-20-525.4333 

Email MIFfee.uva.nl 

nternet bttp://www.fee.uva.nl/mif 

































Central London 


These are unique opportunities to become itivolved in the 
broadest range-of work you.could imagine. After all, you will be 
joining the organisation which has vast responsibilities. mend 
pollution prevention and control, flood defence, waste 

management, fisheries, navigation, water resources and 
conservation for England and. Wales. der 
-« Our National Centre for Risk Analysis and PTRA Appraisal 
-isope of a number of centres of expertise that has been set up 
. by the Environment Agency to enable it to be at the forefront 
of technol ogy. We now have two newly created, high profile 
posts based in the Options Appraisal Team within the National 
- Centre. Your key responsibilities will be to establish, maintain 
and implement our economic capability thereby ensuring the 
organisation bases its management decisions on SO 
intelliges nce. 





within your professional field. One moment you could be 
developing state-of-the-art techniques for assessing 
environmental or business economics at policy level, the next it 
could be applying your expertise to large, complex projects. 

-. A degree in economics with a further postgraduate 
_ qualification or significant experience in economics or 


Are 


a For more andi more companies, the 


Truly stimulating rc roles ina diverse organisation 


We want you to become an international source of expertise 


ue you reac id | to talk? 
Oppor tunities for Environmental Consultants. 


. ; Opportunities exist for Environmental 


£22, 095-£41,035 + London Weighting 


environmental management is essential. If you are a member of 
a relevant professional body in the environmental field, this 
would be an advantage. 

So, if you want a career where you'll be pushing the 
frontiers of knowledge with one of the world's largest and most 


-powerful environmental regulators, join us. 


To apply, please send a full CV indicating which role you are 
interested in, to: Park Human Resources, Bartle House, Oxford 
Court, Manchester M2 3PA. Closing date for receipt of 
applications is Friday 27 February 1998. 


e-mail: eu Onin regen uper 


The Agency operates a no smoking policy uae gode 
The Environment Agency is committed to achieving Equal 
Opportunities. | 


B ENVIRONMENT 
! AGENCY 









£25k — £45k 


environmental risk assessment, auditing, 





















implementation of an environmental 
strategy is: becoming: 8 commercial 
imperative. As ore of the world’s top 
. professional Services. firms, we see every 
- day the growing impact of SPO aig 
SULS on business. . ; 


x a Qur challenge i is to provide our clients o 


Consultants at every level of experience. 

We're growing a team of people who can 
combine environmental expertise with 
business understanding in developing 
practical, commercial solutions. 
æ These are high-profile consultancy 

. positions ~ an opportunity for your expertise 
‘to create a hugely positive effect on 

- business performance. This means focusing 
on priorities, improving business. processes, 
managing change, measuring benefits and 

. communicating their importance and value 
to key decision-makers. 


B You may currently be addressing 
environmental issues in a consultancy, 





| perde the righ direction to e ! taken at 
- both strategic and operational levels. Both 
| for now, ànd in the. future. | 


2. a itsa chalier ge v we ‘Te cornmited to 





valuable expertise in one or more of 





- business or industrial setting. You may have 


systems development and resource 
management. Vhatever your background, 
you should possess an innovative approach 
to strategic and operational thinking, plus 
the communication skills, business 
awareness and personal credibility needed 
to win agreement at senior clientJevel. 

m From the outset, you can expect a salary 
and benefits package which directly reflects 
your knowledge and experience. Growth in 
this area will create genuine potential for 
career development. : 


For further information, josia send : 

. your c.v. to Paul Wenman, Director PN 
Environmental Services, Ernst &. Young, à 

Becket House, 1 Lambeth Palace. Road, 

London nSE r 7EU. Fax: 01 71-931 5396. 












N ELECTRICITY 
Vi ANAGEMENT 


of Technology (QUT) is one of 
fersities operating on three 
ith ov r29 500 students. QUT is an 





le tronic Systems Engineering 
r pus) is a large engineering 





TO to ly 1000 sident. Undergraduate 
cco include bachelor courses. in dom and 


Bj visignalr processing. rand satellite psa eh 
sat fom associated pos are oe ae a $2 


bution corporations Duties oft ihe poidan include the 
velopment of specific research and teaching programs 
rgeted to the asset management of electricity transmission 
nd distribution networks, the building of a skilled team of 
search workers to support those programs, and the 
provision of consulting services to industry. 

< As women are under-represented at QUT at this level, 
¿suitably qualified women are encouraged to apply. 
.QUALIFICATIONS/SKILLS: Applicants should meet the 
uirements for appointment as a Professor in the Faculty 
of Built Environment and Engineering with demonstrated 
organisational, research, teaching and consulting skills. 
CONDITIONS: Appointment is available for up to five 
years at the level of Professor ($AUD88 422 pa). Conditions 
^ include subsidised superannuation, relocation assistance 
and professional experience leave. New professors at QUT 
.. are eligible for a SAUD25 000 grant to use on work related 
. projects. The University reserves the right to offer the 
^ position at the level of Associate Professor if there is no 
... suitable candidate for appointment as Professor. 

, FURTHER INFORMATION: Before submitting an 
application, the duty statement, selection criteria and 
formation on the position and University should be 
obtained from the QUT Home Page at http:// 
. www.qut.edu.au/ (see Employment at QUT) or contact the 


. 3864 3052, e-mail: rjackman@qut.edu.au. For further 
.. information contact Professor Miles Moody, Head, School 
~~ of Electrical and Electronic Systems Engineering on +617 
` 88642178, fax +617 3864 1516, e-mail: m. moody@qut. edu au. 


APPLICATIONS 


Applications and envelopes should acis 97416. . 


Applications must systematically address the selection 
criteria and include evidence of academic qualifications and 
experience, plus the names, addresses (postal and/or 
e-mail), phone and fax numbers of five academic and 


professional referees. Applicants should include copies of - 


their best publications (up to three) highlighted on their 
application with an asterisk. Applications should reach the 
Associate Director, HR Client Services, QUT, Victoria Park 
: Road, Kelvin Grove 4059 Queensland Australia by 31 March 
1998. Smoking is not permitted in QUT buildings or vehicles. 


A university for the 
real world 
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| Limburg, hence candidates will be expected to provide some graduate: 


Vacancy no. 98/04 ICT, Technology Policy and REEE 


l - Human Resources Department on +617 3864 3958, fax +617 








| be clearly indicated in the apolication. Applications for these: positi 
received by 31 March 1998. Only short listed applicants. will be« 






THE UNITED NATIONS UNIVERSITY 
Institute for New Technologies . : 
For further information dim visit our. website: http; Jw 


rch Fellows with Ph.D D x 


The Institute is seeking up to fout Research Fellows between now. and Jun 
1998 in the areas described. below. Senior appointments are not exclüde ; 
UNUANTECH is an equal opportunity employer. Initial appointments will be for à 
2 year period. UNUANTECH as part of the UN common system offers: 3 
competitive international salaries. The successful applicant will havesd> © 
demonstrated competence in applied policy research in the relevant field: J > 
Research outputs at UNU/INTECH are published as books or articles in refereed | 
academic journals. The successful candidate will be required to provide |. 
expertise to relevant parts of the UN system. UNU/INTECH conducts a-small T] - - 
Ph.D. programme in collaboration with the MERIT Institute of the University of: 





























































teaching/supervision. Fund raising potential is a clear advantage. Candidates 
may be requested to devote 2096 of their time to assist the Director in. 
academic administration. 


Vacancy no. 98/02 National PITE of Innovation 


Primary responsibility is to undertake research and provide substantive rese; ( 
input in relation to economic and technological aspects of the diffusion. of 
knowledge and the behaviour of firms operating in their national institutional, 
contexts in industrialising countries. 


The candidate is expected to maintain up-to-date expertise in the field of 
technology policy research and have knowledge of the theory and practice er 
technological change and industrial organisation. SU 


Vacancy no. 98/03 Technological Change, Growth and Competitiveness : 


Primary responsibility is to undertake research and provide substantive research: 
input in relation to technolegical change, competitiveness and growth and in. 
assessing their welfare implications in industrialising countries. "e. 


in addition, the candidate is responsible for acquiring a thorough. understandin 

of the trends in industrial sectors and for the collection, compilation. an 

analysis of data related to industrialisation in developing couritries and applie 
microeconomic and econometric tools as appropriate. a 


The candidate is expected to maintain up-to-date expertise in the” 
econometrics and have knowledge of the theory and practice of the econ 
of technological change, trace and industrial organisation. ma 


Primary responsibility to organise research on the economic, social an i 
technological barriers to information and communication techno! ogies that a are 
faced by Sub-Saharan African countries. | : 


The researcher will also be expected to evaluate the implications of suc 


| barriers both for domestic Ei building and for international Du 


competitiveness, 


The candidate, preferably, will have a combination of aoaie vow ; TR 


| information technology and in social science, together with research experience 


in relevant fields, and experience of working in Sub-Saharan Africa. The Le 
research work shoul d cover more than one country. : 


Vacancy no. 98/05 » Gender, ICT and. Development 


| Primarily responsible for undertaking research in assessing the challenges scd I 


opportunities that information and communication technologies bring to. = 
women's employment, business initiatives and quality of life in Sub-Saharan 
Africa. Preference will be given to researchers from Sub-Saharan Africa. 


it will be expected that research will address the question of access to.’ 
infrastructure, education and training. it will form an essential component of 

the gender-focused programme in the area of ICT and Social and Economic 

Exclusion at the Institute. TFe appointee will be expected to have training in 

social sciences and to have appropriate experience in order to conduct research. 
with government bodies, NGOs, the corporate sector, and to collaborate with 

other UN agencies. 








Applicants should send their curriculum vitae with names of three referees and $ 
a brief outline of research objectives not exceeding 2 pages in envelope 
marked confidential to Professor Charles Cooper, Director, UNUANTECH, Keire 
Karelplein 19, 6211 TC Maastricht The Netherlands. Vacancy numbe 
























































PRIVATE SE | SPECIALIST. 
UNITED STATES AGENCY FOR INTERNATIONAL - 
DEVELOPMENT/CENTRAL ASIA, E 
Almaty, KAZAKHSTAN (PSC, two years) 






IEXEXXX 
"ug 


The contractor is responsible for the design, implementation, and coordination of 


policies and programs, fiscal amd monetary reform and. bank restructuring) in | 
Kazakhstan: manages large and complex private sector development and macro | 
reform-related projects; travels extensively to conduct field inspections, monitor 
project operations, and identifies constraints; maintains widespread professional | 


serves as liaison with other donors, agencies, and private organizations. — — 


Requirements: A US. citizen, a master’s degree in economics or a related fi eld, a 
secret securíty clearance and medical élearance. 


| Send applications to USAID/CAR; Attention Don Brady, Executive Officer, via 


a Applic ations received after Marck 5, 1998 will not be considered. 


_ CHIEF, PUBLIC INFORMATION OFFICE 


.-.UNRWA, the United Nations Relief and Works Agency for 
Palestine Refugees requires a Chief, Public Information Office 
at its Headquarters in Gaza. Reporting directly to the 
Commissioner-General, the Chief will develop and implement 
information strategies for information flows between the Agency 
and UN bodies, the media, the general public, donor 
governments, host authorities and Agency staff; he/she will 
initiate, plan and supervise the implementation, and assess the 
| results of public information programmes, projects and output, 
conduct press briefings and give speeches/seminars for groups 
. and organisations with an interest in the Agency's activities; 
| he/she will also manage financial and human resources of the 
- Public Information Office: 
Requirements: an advanced university degree in journalism, 
public relations, communications or a related discipline and 
course work/training in press relations management plus at least 
10 years’ experience (3 years at a senior level) in national or | 
international journalism, in the area of editing or publishing, - 
several years of experience involving assignments of an. 
international nature and solid management experience are also 
required. Languages: Excellent command of spoken and written 
English with specialised writing and communication skills are 
essential, knowledge of Arabic and French desirable. 
Remuneration: This P5 level post carries an annual net (tax free) 
salary starting from $92,500 (with dependents) and $83,300 
(single) plus fringe benefits (education grant, home leave, 
dependency allowance, pension fund and health plan). Gaza is 
a non-family duty station. An element of compensation is paid 
for the maintenance of a second household. Spouses, but not 
children, may reside with the staff member in Gaza. 


| “Applications may be sent before 5 March 1998 to Head, 
] Rec ent Section (VN 1/98), UNRWA HQ Gaza, via 

UNRW, Vienna Office, P.C. Box 700, A-1400 Vienna, Austria 
or Fax No. (+972- 7): x 7555, from where additional 
information. may | be sequen ut ^ 
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the USAID economic restructuring activities (macroeconomic-related reform | - 


. Requirements: 
contact with counterparts in the private sector and government of Kazakhstan, and B 


Send applications to: 


telefax number 73272696490; or by e-mail to DBRADY@USAID.GOV, | 


F UNINE anions S 








DEPUTY COUNTRY REPRESENTATIVE/ j 
E, SECTOR SPECIALIST UNITED STATES AGENCY - 
4, FOR INTERNATIONAL DEVELOPM ENT/CENTRAI E. 
ASIA, Tashkent, UZBEKISTAN (PSC, two years) 


The contractor manages USAID economic restructuring activities in 
Uzbekistan (including tax and budget reform, pension reform, commercial 
banking reform, and trade and investment support), and assists the Country 
: Representative in managing the USAID Office in Tashkent. 


A U.S. citizen; a university degree in economics or a 
related field; previous administrative experience overseas 
with U.S. government organization or USAID. 


USAID/CAR: attention Don Brady, Executive Officer, 
via telefax number 73272696490; 

m by e-mail to DBRADY @USAID.GOV. 

Applications received after March 15, 1998 will not be considered. 





CHIEF, EXTERNAL RELATIONS OFFICE © 





UNRWA, the United Nations Relief and Works Agency for _ 
Palestine Refugees requires a Chief, External Relations Office at. 
its Headquarters in Gaza. Reporting directly to the - 
Commissioner-General, the Chief advises on and manages the | 
Agency's fund-raising strategies directed at mobilizing resources 

of more than $300 million annually. He/she is the principal - 
point of contact below the Commissioner-General for dealings — 
between the Agency and donors, including governments, the - 
corporate sector and non-government bodies. He/she is - 
responsible for and supervises the project monitoring system, — 
including preparation and coordination of project submissions . 

and reporting to donors. Liaises with governments and other | 
bodies concerned with Palestine refugees. Supervises the — 
professional and support staff assigned to the office. " 


- Requirements: an advanced university degree in international 


. relations, political science, business/public administration, law 
or economics plus at least 10 years’ experience in» 


| administration in a large governmental, international or 


commercial organization, involving substantial liaison work at a 


significant level and staff supervisory experience, including five _ 
. years at the international level. Languages: Excellent command _ 
| of spoken and written English and good knowledge of a second _ 
.. language such as French or Arabic. E 


| Remuneration: This P5 level post carries an annual net (tax free) | 


“salary starting from $92,500 (with dependents) and $83,300 
(single) plus. fringe benefits (education grant, home leave, 


< dependency allowance, pension fund and health plan). Gaza is 
. a non-family duty station. An element of compensation is paid - 


for the maintenance of a second household. Spouses, but not 
children, may reside with the staff member in Gaza. 


Applications may be sent before 5 March 1998 to Head, - 
Recruitment Section (VN/1/98), UNRWA HQ. Gaza, via: 
UNRWA Vienna Office, P.O. Box 700, A-1400 Vienna, Austria - 
or Fax No. (4972-7) 677 7555, from where additional. 


| í information ay be PEN | 









lal Trade Consultant. for 
of Commerce and Industry 


ultant will have wide ranging responsibilities. 
nd middle ranking officers of the Ministry and 
advice. to top. level. decision makers in other 

is expected to be a "hands-on" consultant for 


Eds. 


The International: Trade 
He/she will work wi 

. also; from time: to 
Government Depa 


= development and implem 1 raph bene trade development Porte 
¿f= SADC Trade Protocol and tariff reduction mechanisms — 
-f= other bilateral and multilateral trade  negot iations and agreements 
| + future ACP-EU cooperation agreement 
ES policy: options f tor Botswana regarding FTA between EU and the Republic of South Africa 
| > World Trade Organisation matters ne 
<4- monitor, review and ipse trade policy : and ukde 
= ~ capacity building for policy analysis within the MCI 


be = private sector liaison 


|: foreign investment and trade promotion 


Es Requirements : | 
ce post. graduate. academic qualifications in the field di international trade. 


us * at least twenty. (20) years of practical experience in the formulation and implementation of | 


lle analytical skills 
administrative and interpersonal skills | 
tantial practical experierice in trade policy issues and multi lateral trade negotiations. 


ms of Employment 


he International Trade Consultant will be employed by the Botswana Institute for 
levelopment Policy Analysis (BIDPA) under the Technical Assistance Programme 
“Pon a.two year (extendable) contract. The consultant will, for the extent of the 
ep contract period, be seconded to the Ministry of Commerce and Industry and 
` | report directly to the Permanent Seant, Applications with CVs and references 
before. 1st March 1998 to: 
—: The Executive Director, 
The Botswana Institute for Development Policy Analysis (BIDPA) 
` -Private Bag BR-29, Gaborone, Botswana 
5. Tel: 267 371750; Fax: 267 371748; Email: jani@bidpa.bw 


: omplete' Terms of Reference for the positionis available on email on request or 
ii be found at http:// www.bidpa.bw. 


adn professonal, and right now, we have iig cere aiti in Asi. 


Asian Economist E 

-Based in Hong Kong or Singapore or Tokyo | 

"You have a strong economic background and experience in creating economic models or 
~ economic analysis. Asian language skills are preferable. 


Emerging Market Analyst — 
‘Hong Kong | 
You have a background in North East Asia financial market o a 
Chinese language skills preferable. — 

Banking Reporters 
Tokyo, Hong Kong, or Singapore 
Fluency in written and spoken Japanese is essential for the. 


Hong Kong Financial Repo ' 


` Fluency in Cantonese is essential. 


China Reporters 


Beijin Shatek hai, Hong Kon 
ix ee and ae hati arë 2d 


Junior Energy Reporter 
Singapore 

Asian anguages are on advantage, market or reporting 
experience is is preferable. 


5 Please send you your written application tothe : 
Human Resources Department, Bridge Information Systems, 
Level 13, 60 Margaret Street, De Iw Australia 2000, or 


you find a a more evade position Sinis Take ben js ste 


brand new future by contacting us for free i ifo 
Career Path Asia ies 
35th Fl. Room A, 1249/12 Gems Tower, Charoen Krung Rd, | 
Tel. (662)2674685. Fax. 2674688 Message Centre: 26 
Email: md bkk. loxinfo, co. th. 


Norton Rose Professorship of Commercial 
and Financial Law = 


The electors intend to proceed to an election to the Professorship of Commercial and. UU. 
Financial Law, with effect from 1 October 1998 or such later date as may be amanged. E 
This chair is a newly-establishad post within the Law Faculty, set up with. gon OE 


support from Norton Rose. 


The professor should have an established reputation, and will be expected to. dx 
to pursue original research anc to publish, within the general field of Commerc 
Financial Law, broadly interpreted. The faculty already has a chair in Company 
and an appointment will not bé made in mainstream company law. 


A non-stipendiary professorial fellowship at St Hugh's | College is attached: to 
professorship. 


Applications (ten copies, or one only from overseas — naming three. 
persons who have agreed to act as referees on this occasion, should be received 
not later than 23 March 1998 by the Registrar, University Offices, Wellin 
Square, Oxford OX1 2JD, from whom further particulars may be obtained. i 


The University is an Equal Opportunities Employer. . ^. 


STAN DARD 


&POOR'S 


SENIOR ECONOMIST “EDRI 


Standard & Poor's DRI is the world 
of economic information and 


international client base drawn froi 
and government. We are rec 


Economist, with extensive experi 
policy and finance to work in ot 


prepare the forecast and analysis o 
Italy and Switzerland. Definition o 


| oriented economic analysis and f 
| and the development of business. 


European financial sector will be inte al p ir 


assignment. 


The ideal candidate will be bilingu 

have a Masters in Economics or equ 
professional experience of which at 
a financial environment, good cor 
and be experienced in developing 
economics models. He/She must al 
clearly and concisely in English to t 
Please apply with full CV and an i 
expectations to: Elisabeth Waelbro 
European Economist, Standard | 
rue Camille Lemonnier, B-1050 B 




































Goldman School of Public Policy 


. Goldman School of Public Policy for appointment July 1, 


please see web site: http//socrates. berkeley. edu/~gspp/index. html 


Hall, University of California, Berkeley, CA. 94720. Nominations are also 
invited, to be received by this date. i 


International cum of Tropical Agriculture 
. Station Administrator ~- 
Cotonou Station, , Republic of Benin 








Center for / rica, i in Cotonou, Benin. 


E personnel and financial management; purchasing and clearing of all station 


requirements; transport and vehicles; travel and conference facilitation, 
- security; and management of off-station housing. 


| Applicants should possess an MBA or equivalent and have at least 10 years’ 
| experience in managing in a similar environment. Finiency in both English 
and French is required for this position. 
I Applicants for this position are invited to send their aa vitae, date 
| of availability, the names and addresses of three referees (including 
| telephone, fax, and telex numbers) to: Dr Lukas Brader Director General 
| UTA, c/o. L.W. Lambourn & Ce, Carolyn House; 26 Dingwall Road, 
Kioydon t CR9 3EE, nish omit 


: | BMP International 
| Telecommunications Consultants 
1 BMP international Ltd. is a consultancy specialising i in pues aeg 
| privatisation, and regulation for the telecommunications industry with 

clients in both Government and private sectors around the world. Our 
business is expanding and we are therefore recruiting professional staff 
to join our core team. Both senior and assistant consultant positions are 
available. ‘Salaries. will be cempetitive and commensurate with 





: Senior € onsultants. must have : | 
1.. . At least 6 years experience in telecommunications, preferably within 

















of bank. 

 Anability to work independently or in small teams. 
Good written and oral communications skills. 
Excellent post-graduate qualifications. — 
Computer literacy. 


ssistant Consultants must have - : I 
: At least 2: years experience in. the telecoraaumications ine ina 
: position. involving mene a raren, of reports or presentations. 






cuaiificitions] s a da 
addresses. of two. re 
Ltd., 146 Fleet 5 Street -O 









The University of California, Berkeley seeks à Dean of the Richard and Rhoda | 
1998. For | 
information about the position and the Goldman School of Public Policy, E 


Applications should include a. c.v. and names of three icieiences. and must | 
be received by March 13, 1998. Application materials should: be sent to: | 
Chair, Goldman School of Public Policy Search Committee, 200 California f * 


1 | The University of California i is an an Equal Opportunity Affirmative Action Employer | 


| The inean Institute of Tropical Agriculture (ITA) announces a | 
| vacancy for a Station Administrator, to be based at the Blogs! Control E 


The Station’ Administrator will be responsible for genet "T 












an operating company, regulatory. body, manufacturer, consultancy | 


MARKET ANALYST | 


Laing & Buisson, the UK’ leading information and consulting company in}. 
the private health and social care sector, requires an experienced market ] 
analyst to research and write market reports. Applicants, of a high 
| academic ‘standard, must. possess excellent analytical, writing and | 
communications skills. Experience within the healthcare sector would be 
an asset but is not essential. Salary circa £32,500. 















| Apply in writing by 27 February with CV to Kate O'Sullivan at Laing & 
d Buisson, 29 Slr Gate, City Road, London EC1V 2PT. 








TO ADVERTISE WITHIN 
THE CLASSIFIED 
SECTION, CONTACT: 


Amy Stewart 
London 

(44-171) 830 7000 
Suzanne Hopkins 
New York 
(1-212) 541 m 


| ECONOMIST needed to forecast 
economic indicators affecting retail 
operations in international coun- 
tries including inflation, Gr ad E 
spending and sales growth;. to 
. develop ‘macroeconomic One | 
and strategic business plans; and to |. 
provide economic framework in 
which to evaluate potential interna- 
tional acquisition candidates. 
|. Master's required in Economics or- 
.| related field of study and 1 year. 
experience. Must have proof of 
- legal authority to work in the U.S- 
Salary: $35,000/year for a 40-hour 
work week. Interested applicants - 
apply to the AR Employment 
Security Department, Rogers, AR, 
1626 South 8th St, or submit 
resume to PO. Box 2981, Little 
Rock, AR 72203. Refer to Job. 
Order #941732, Attn: David 
Hayes. Ad paid by An Equal 
Opportunity Employer. 









The Prince Leopold Institute of |l 
| Tropical Medicine in Antwerp, 
Belgium is looking to fill two 
jsenior and permanent staff 
positions in its Department of - 
Public Health. 
‘Candidates should apply 
before the 1st of March 1998. 
Further information can be 
obtained at our Website 
http:/Awww.itg.be/vacat. 
jor fax 32/3/247. 62. 13 













——————— ERE 


The Institute of Economic Affairs, Ghana, me 


an independent, non-governmental, non-profit public policy: institute, I" 
is seeking to nn the position of an eH 


ECONOMIST 


| 
The duties of the Economist are to manage and supervise the work of | 
| TEA’ s Economics Unit, whose activities include: | 
i 


conduct of economic c research d analysis on issues of public policy: L 
preparation of quarterly and annual OPUS on the state of the | 
. economy 1 
execution of special research projects on the Performance of selected | 
. - Sub-sectors o 
* construction of a dabes onthe economy . 
* . organisation of programmes for discussions on public policy, 1 
especially issues that affect the development and growth of the 
pro ate sector - 


H4 i | 
Conan for this position require a Ph. D rem in economics from a | 
recognised: university, at least five years professional experience, and 
basic computer skills. They should also present evidence of leadership 
qualities and an ability to organise and direct the research work of a small 
team of professional assistants. | | 


Applications: accompanied. by c. Vs should be l 


submitted by 31st March, 1998, to: 


i 

| 

| 

| 

“|| The Chief Administrator, | 

Institute of Economic Affairs, 

P. O. Box 01936, — 
Christiansborg, 

JB UNE DUM 

m 

T 


ET 233-21-776641 — Fax: 233-2 cem 















SHE 















T cess i is s departing 
e's your ticket? 


ternational your ticket is but a phone call 
^ failor your international job search. 
nior executive earning $100K* annually 
ble to you. We are available 24 hours 

wait another minute? Contact us at 
| ` (909) . 866-4244 or E-mail: 








THE UNIVERSITY OF MANCHES 
ESRC CENTRE FOR RESEARCH ON INNOV. 
AND COMPETITION (CRIC) 


RESEARCH FELLOWSHI 
‘The Role of the Web i in Socia Sci 


Applications are invited for this one year post to be. 
for Research on Innovation and € ompetitios in 2! 



























We ixbeci to appoint an » individual who combine 
soca sciences with technical oe 










à Resüme Broadcast international 
; PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: HH. (909) 866 4213, Fax: +1 (909) 866 4244 

. . Email:102224.3306 @compuserve.com 











University of Manchester, ‘Oxford. Road, Mai fi ch 
2028, minicom s me e rosis a 0161 | 







oe Géportünities within the oll, gas 2nd seanda daen of a 
bal energy and agricultural commodity trading house. This long || 
i.company has. trading. offices worldwide. It also owns and | 
bstantial industrial assets which complement the trading activity. 






QUALIFIED - PEOPLE FROM ALL S ) 
COMMUNITY REGARDLESS OF RACE, RELIG 0! 
. DISABILITY. 















"traders will. immediately sit on the London trading desk with senior 
ac ars and managers, receiving rigorous on-the-job training. The role of the 
ik do trade and transport physical. energy. commodities internationally 


naging the substantial price risks inherent i in volatile markets. 
deal candidates will be graduates: 


‘© Numerate with the ability to analyse supply, demand and trade flow 


n fundamentals 
+. Highly motivated with strong initiative 
' Excellent communicators 
mputer literate | 
* Proficiency i in a second European nee peened 


Salary competitive, prospects exceptional. 


P.O. Box 4076 

The Economist Newspaper Ltd 
25 St James’s Street — 
London 

SWIA 1HG 


To NATIONAL UNIVERSITY - 
n : Professor of International Relations 


|. The Department of International Relations, Research School 
of Pacific & Asian Studies (RSPAS), The Australian National 
. University invites applications for the position of Professor 
| of International Relations. 7 : 
expected also to act as head of department. The person 
appointed will be expected to have broad research interests 
in the international relations of the Asia-Pacific region, which 
may include regional security and/or international political 
economy. The holder of the Chair is expected to provide 
academic leadership for the Department's research on Asia- 
Pacific international relations and for its PhD scholars, to 
. develop its publication program, to contribute to its MA 
teaching and to contribute as needed to the administration 

. of the Division and School. Further particulars, including 
| selection criteria, from School Secretary, RSPAS 
| Fax: (61 2 6249 4836), email schisec.rspas@anu.edu.au). 
Applications to the Staffing Recruitment | Officer, 
|. The ANU, Canberra, ACT 0200, quoting ref. no. PA 14.1.1 
il including cy, list of publications, names and addresses of 
| three referees. Closing date 17 April 1998. Applications 
m suitably qualified. women particularly welcome. 























The appointee would be | EEE re, Fe 
+ A$20, 000 er annum m depending or on the needs 












Fellowships 


Applications are invited, from suitably qualified women 
and men, for five Logan Research Fellowships for 1998. 






Monash University. 
of Victoria, is 
in Australia 
research iz 


cated on six campuses in the State. 







































Applicants should 
research experier 
extendable to six: 








Closing date for applications is Thursday, 30 April 1998. 
For guidelines, conditions of appointment, and application 
and referees report forms, contact the Research Grants and 
Ethics Branch website | 
http//www.monash.edu.auresgrant/loganfs/ 

Inquiries: email: christina.perrett&adm.monash.edu.au 

fax: +61 3 9905 3831; E S «61 3 9905 7938. 


MON ASH 


NIVERSITY 
















" Directos E Economie Development | ] 


astern College ifivites applications for ilie position. of. Director, ] T 
rogram, The Director provides leadersitip. for an innovative graduate. uid undergraduate 
program that combines Christian conviction and compassion. with excellent business skills 


and cross-cultural training. Program promotion nationally and Jenna. including | 


f fundraising, will be central to the work. 


| A Ph.D. or terminal degree is preferred’ with a. Master’ 8 Degree in one of the following i 

. areas. required: business, public. policy, urban _ planning, international. or urban - 
| development, or allied fields. An understanding. of and identification. with Eastem's . 
mission statement; three years experience in economic development and/or. community. 
organizing/development; experience in education programs related to practical community 


needs; and, a demonstrated concern for tiie poor are essential, 
Eastern College, a Christian college of the arts and sciences, is within 30 minutes of 


Center City Philadelphia. For more information about the C ollege visit: www.eastem.edu | 


Applications will be accepted until the position is filled. Interested and qualified 
candidates should forward a cover better, current resume; and at least three professional 
references to: 
Director, Economic Development Search 
Attn.: David King, Director of Human Resources 
Eastern College 
1300 Eagle Road 
St. Davids, Pa 19087-3696- 





Eastern College is an Equal mE Employ ‘er, Women and minorities are encouraged ta die l 


| COMM MM / ION VE; \LTH FOUN DATION 
SENIOR EXECUTIVE OFFICER (ADMINISTRATION) 


| The. Comrianwealth, ‘Foundation isa Léndon based 
| intergovernmental organisation that promotes capacity 


e |. building and skill sharing within the non-governmental 
| sector of the Commonwealth. 


vt It. also operates 
| programmes in the areas of professional 
E development/exchange, the arts and culture. 


The Senior Executive Officer is responsible for managing 
the day-to-day administration of the Foundation. Duties 
-include financial, office and human resource 
| management, with a particular focus on financial 
aspects. Applications are invited from UK-resident 


|: Commonwealth citizens, with an academic background - 


-| in financial and/or business. management, and at least 


‘| three years’ experience of senior level administration - 


. with a not-for-profit/intergovernmental. organisation. 
. Salary (under review): £27,655pa on a scale rising to 

|. £35,777 plus a 3% UK Benefits Allowance. Annual leave: 
.25 days. Initial contract: two years. 


.| For an. information pack: fax 0171 839 8157, e- "— 
| geninfoGcommonwealth.int. Applications. (CV, covering--]-]--—— 
: | letter with contact details for 3 referees) should be. 
| received by: SEO, The Commonwealth. Foundation, | 
i Marlborough House, Palf Mall, London, SW1Y 5HY by the | 
closing date of Friday € March 1998. (Ook shortlisted E 


applicants will be notified. 


Publish Your Book 
` 35-year | tradition: of quality. Subsidy 
E book s publisher offers ee pubushing 








Fax on + 44 (0) 1376 3490 ow. 
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c. .£25 - 28k pa * benefits. 


|. British | Retail Consortium, the trade association 


representing the UK retail industry, is seeking a high 


|. calibre Executive to co-ordinate and develop policy in 


the field of payment aes and the introduction of 


chip technology at retailers’ point of sale. 


You will need to have excellent analytical skills, be able to 
prepare and present proposals for action and be an 
efficient organiser. Experience in payments systems will be 
highly desirable. Excellent written and oral communication 
skills are essential. | l 


Above all, you must be able to take initiatives and follow 

through; network and negotiate with retailers, banks, 
payment schemes and suppliers at all levels; grasp complex 
issues; and be a genuinely Peas. and results- orientated 
performer. | 

Salary circ. £25-28k depending on (experience, with. à 
excellent prospects. 

Please apply, in confidence, with a CV to Elizabeth Stanton 
Jones, Director Retail and Financial Services, British Retail 
Consortium, 5 Grafton Street, London WIX  3LB. 
Tel 0171 647 1500 Fax 0171 647 1599 


Applications close-on 25 ee 


ANNOUNCEMENT _ 


INTERNSHIP OPPORTUNITIES - 


ATTENTION: INTERNATIONAL 
MARKETING /ADVERTISING STUDENTS & EMPLOYERS - 





The International Advertising Association (IAA) 
has opportunities for YOU | - 


IF YOU'RE A STUDENT, YOU’ LL GET 

© on-the-job experience 

° * inside perspective on marketing communications 
. * and it'll put you ahead of your classmates 


IF YOU'RE AN EMPLOYER, YOU'LL GET — 
e access to our bright, motivated pool of interns 
e free banner ad in our r popular website 


This s service is FREE! 





INTERNATIONAL ADVERTISING ASSOCIATION 
TEL: 212.557.1133 / FAX: 212.983 0455 


-521 FiFTH AVENUE Sutte 1807, New York, NY 10175 
HAAG LOBAL@WORLDNET ATT.NET / WWW. IAAGLOBAL. ORG 






“MARKETING COMI 









Es ind operatio of their sections, high have not yim been 
.| built as motorways and the operation of sections already 
‘| built and which can lead to the repayment of the 
JE investment effected. 







: Within this framework, the Greek Government through 
.|. the.Ministry of National Economy shall hire by means of 
-| atender an experienced Financial Adviser of international 
| authority, who shall support the Government in the 
{> process of design, evaluation, tendering and selection of 
| the most appropriate Concessionaires and Investors, who 
| shall be invited, as companies of the private sector, to 
submit their offers for the conclusion of motorways 
concession contracts. 


The Greek Government requests the Expression of — 


| Interest by International Financial Institutions that have 
‘| international experience and competencies in financial 
| matters, a wider recognition and significant activity in 
-| procedures for the mobilisation of funds in transport 
Works and in preparation and completion of procedures 
for the conclusion of concession contracts. 





Interested parties shall submit their. Expression of Interest 
together with a description of their activities and relevant 
experience to the Ministry of National Economy. The 
short-listed candidates shall be invited to submit detailed 
offers. The final selection criterium shall be the 
economically most advantageous offer, taking into 

-consideration the methodology, personnel, the retainer fee 
and the success fee offered by contestants. | 







Candidates may obtain the tender documents from the 
Ministry of National Economy, "Joint Steering Committee 
for Public Works (JSC)", Mrs Kiriaki Lazopoulou, 
Syntagma Sq., 5 - 7 Nikis Str, GR - 101 80, Athens, 
Greece. Tel. (++1)333 2234/5, Fax (7—1)333 2583. 


| The Expressions of Interest must be submitted to the 

Ministry of National Economy, Syntagma Square., 5 - 7 
| Nikis Str, GR 101 80, Athens, GREECE, Ld TORO the 
1 17th of March 1998 a at 14 00 at the latest. | 





E ECONOMIST FEBRUARY 14TH. 1998 





a Wod of O 


Tel: 1.206.599.1992 » Fax: 1.206.599.1982 


1-310-526-2110 fax ! 4j icecorp.com 


Connecting. 









No Set Up Fees. 


* Agents Wanted Call 1-206-378-2816 » 








417 Second Avenue West * Seattle, WA 98119 USA 
www.kallback.com * Email: infoG kallback.com 






Become An 
OFFSHORE 


FINANCIAL 
ADVISOR 


350K short term pre-production capital 
required by private company for 
advanced stage zoned and permitted {4 
Colorado gold mining project. : 
Substantial drill delineated reserves: 
and upside potential within 700+ a 
fee land. Unique: Opportuni 
79-161 





Six-figure potential 
(702) 883-1944 
Fax: (702) 883-0267 











aspiring m llhonatres 


ʻA distinctive bus — 


Beneficial for already successful busines owners sd executives 
seeking substantial extended or alternative i income. | 
UK, Europe and Beyond — Not MLM or Franchising: 


Listen To A 4 Minute Recorded Introduction hs 
- Standard Rates) 


| Call +44 (0181236 4733 (24-hrs 


Let our exclusive group of former Visa Officers, with over 35 years | 


experience, provide. expert assistance and guidance to your 


immigration process. Applcations professionally and confidentially | 
prepared, Our money-back guarantee is your assurance of success. | —— 
Best Government owned and administered Investor Funds available. d 


Specialists for skilled workers, businessmen and investors. 
OIC CONFRATERNITY CANADA LTD, 


1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 2| 


"TEL: (604) 669 0359 FAX: (604) 669 3905 


aT ERD ES http: elianka te, calvisal cei lane a net 


C3 > ar Pn OR} 
TAX-FREE 


E companies weobid-wride 


| in London 
[T Low season rates apply Jan - March 


| bedrooms: Each apartment has a fully 
equipped kitchen / reception / maid service ; 

| satellite TV. 24 hour reception with fax and 
laundry service, 


The 


formation and administration. 
of companies 
opening of bank accounts — 
| tel/fax/mail forwarding services. 
LAVECO LTD. = 
1092 Budapest, Raday u. 33/2. Hungary | 
Tei.: (3613217-96-81, 210-34-43 à 
Fax: (3613 217-44. 14 
E-mail: laveco (mail. matav hu ; 
Ask for our FREE information. 
brochure! | 8 
Languages spoken: English, 
French, Russian, Bulgarian 


perfect ^ altémative to Hotel 
business person. Comparative rates, privacy 
and ideal location, Knightsbridge, Museums 
and the Exhibition Halls at Earls 
Court/Olympia make Collingham Gardens the 
ideal home from home. 
For rates and brochure please contact: 
Coillingham Serviced Apartments 
26-27 Collingham Gardens, London 
SWS GEN 
Tel: 8171-244 8677 
Fax: 0171-244 7331 





F rtm aps s mM a 
t jus: for the first month, 


RATES To THE m 


JU.K. ........ E9€ 
^jFrance...... 30€ 
(Germany .... 24¢ 
|Ktaly........38€ 
i Netherlands. . 31€ 
{Switzerland . . 29€ 
Brazil... IEEE r * 698 


Most new customers are | 
referred by satisfied 
NewWorld users 


Now earn 20% by 
. referring a na 


umerous Special Services Included 
- No Extra Charge - 


Fax pn 287.8434 





* SUITE 114 ~ 97666 


1402 TEANECK ROAD 


* TEANECK, NEW JERSEY * USA 


108 


RT NC Break 


j| We offer 24 Apartments ranging from 1-3 


Accommodation. for the visiting. family or 


IMMIGRATE TO k 
BEAUTIFUL CANADA | 
| FLEXIBLE IMMIGRATION LAWS 
ATTORNEYS RUSSELL & SAVAGE 


Suite 2000, 393 University Avenue, 
Toronto, Canada MSG LEO. 
Fax: (416) 597-2267 Ph: (416) 585-2532 
Email: hsavage@inforamp.net 
vkrussell@aol.com 





| [5% MONTHLY INCOME 


TAX FREE INCOME PAID MONTHLY 
NOBEL PRIZE WINNING FORMULA 
MANAGED INCOME FUND 
INVESTORS-AGENTS-BROKERS 
THE DuPONT MONTHLY INCOME FUND 


1-242-323-2568 - 1-242-328-6326 FAX | 



















| U.S. GREEN CARD (NO JOB OFFER) :- 


Preivi isions : an £25, immigration law may make yt 
eligible for a U.S. GREEN CARD without needing a job 
l offer 1f you are an experienced businessman or 
professional, please fax your C.V.. resume, or list of 
‘apadlifications for review to: 
Law Offices of 

DOBKIN & SHERMAN, P.C. 
32901 Middlebelt Raed, Sue 300 — 
Farmington Hills, Mi 48334 U.S.A. l 
| Tel. (248) 855 8600 Fax (248) 855-2788 E-mail xgreencardiiaii com 






international Company 
Formation Specialists 












New & off the shelf companies reasonably priced. 
* US cárporations & LLC'S - every State 
* Offshore companies: Caribbean, Europe, Far East 
Fast, reliable, discreet service since 1983. 
USA Corporate Services Inc, 
170 Washington Ave. Albany, NY 12210 
($18)433- 400 * FAX (518)433- 1439 
http. vww.eybl com/offshore 











IMMIGRATION TO CANADA. 
Canadian immigration Lawyer. will 
prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 
Simcoe, Ref, E, 1255 Laird Bivd., 
#208, Mt, Royal, Quebec, Canada 

H3P 2TI. Fax (514) 739 0795. | 
Email: 76143,2031 compuserve.com 


NEW AUTHORS| 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED: 
iFiction, non fiction, Biography, Religious} 
TN Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
I| WRITE OR SEND YOUR MANUSCRIPT TO:- 
| MINERVA PRESS | 
H2 OLD BROMPTON RD. LONDON Swi 30, 
























2nd PASSPORTS 


li OFFSHORE COMPANIES 







For confidential, professional service, 
contact: 
Maritime International Ltd. 

P.O. Box WC166, Bay View Place, 
Crosbies 
St. John’s, Antigua, West indies 
Tel +1 (268) 461-2024 
Fax +1 (268) 462-2718 
Email: farine baba ag 


- Office Art 
Unique mail order service 
Framed prices to suit all budgets 


Fast delivery worid-wide 
Business users only 








Visit our web site 
www. ArtDirect.co.uk 
Tel: +44 (0) 171 793 1999 


| FREE CASH GRANTS! 
- Scholarships. Business. Medical bills. 


" _ EMAIL: death naiabdaihsit co. uk | 


| OFFSHORE DOMICILES LTD. 


|. Fax: + 44 1624 801990. 


College. 


Never Repay. Toll Free 1-800-218- 


. 9000 Ext. G-4265 US Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: *3120-5241407; E-Mail: 
1004 13.3245@compuserve.com; 
htto://www.globai-money.com 

















Apartments 
| Luxury Serviced apartments near Harrods. 
Select from studios, one/two bedroom apartments 
all with fully equipped kitchens,and stylish Italian 


furniture, at competitive rates, 
Limousine service available. 
W8 5DG 


58 Kensington Court, London 


| TEL: ++ 44 171 937 2469 - 0498 622765 (24 Hrs). | 
FAX: ++ 44 171 795 6215 


LUXURY SERVICED DATES NEAR HARRODS - 
CHOOSE FROM A SELECTION OF BEAUTIFULLY | 
APPOINTED FULLY REFURBISHED ONE AND TWO 
| BEDROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 


FAX: 0171-54 2912 





CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped idtchen-dinette, bathroom, phone, 
satelite T.V., central heating, elevator, maid 
service, resident manager. Suit 1-2 persons, 

| Brochure by Air-Mait: 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7 1AQ. 
TEL: 0171 584 4123. Fax: 0171 584 9058. 
E-MAIL: KNI541@HARLEYWEB.CO,UK 
internet: WWW.HARLEYWEB.CO.UK/KNIS41 





























ELYSEE HOTEL | 
Hotel facing Hyde Park in Lancaster Gate. 
Excellent value accommodation in the heart of | 
London near major tourist and entertainment 
venues. 





Single £40 = Double/Twin £45 
Family £63 up to five persons 
Price for room 
Rooms with ensuite we/showers, television, tea | 
coffee making facilities, telephone, 24 hour 
reception, recently refurbished. 


Tel No: 1441714027633 Fax 41714024193) 


BELIZE 


| CITIZENSHIP & PASSPORT 







Fully Legal Programme 
Extensive Visa Free Travel 
From US$40,000 + fees 


information / immediate service from: 


Sovereign House, St. Johns, 
Isle of Man IM4 3AJ. 
Tel: + 441624 801719. 





Mail: info@offdom.com - 


WWW. wy olde. com 
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af & BEPVICE ©: INE 
a Modern, com dorabie - 
Serviced Apartments offering Best Value for Money. 
Unbeatable location in South Kensington. 
2 person apartment from £70 per night 
4 person apartment from £115 per night 










WORLD WIDE | 
No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of ' | Sori is one of the wane S pem Tax 







- | ASHBURN GARDEN APARTMENTS 
. 3 Ashburn: Gardens, London SW? 406. UK. 


LE pwe EU fae ain en 










over 275 multi-disciplined M planning practices. Fully owned andi —— 
YOU ARE USING PCs, MINI or professionals including lawyers, | operated by lawyers and accountants. 9 — — 
YOUARE USING COBOL, C^, | TEXTO TT : i DNI ANE Al our consultants are professionally — — 
ASSEMBLER, DEMSs OR OTHER |. 100 ways to Legally Obtaina] f S Sided confidential and cost trained and will ensure your affairs will 






effective company formation in all be dealt with in an atmosphere o$ BS 
the major low tax areas. — p utmost privacy and confidentiality. 


| WORLDWIDE OFFICES CAN. 
3 PROVIDE E 
B € BANKINTRODUCTONS — 
| FULL NOMINEE FACILITIES 






YOU ARE FACING POTENTIAL Y2 Y2K 
“PROBLEMS Itt . 
WE WILL. SOLVE YOUR. MILLENNIUM | 


SECOND 
BUG PROBLEMS | P > SPO RT 
rmo wmo | | FREE REPORT 


on 017i: 302- em Sy 2n -402-9388 or | Reveals The Insider Secrets of 
| MILLENNIUM GROUP: . No. 9, SPRING Visa Free Trave 
rrea a | Visa F ree I avel 
.. EMAIL: MILLENNIUMCOMP Alternate Citizenship 
Tax Free Living 
For your FREE 16 page Report contact: 
Scope International Lid, Bax No 6969 


Forestside House, Rowlands Castle, 
Hants, POS 6EE, England, CK. 


Tel: +44 1705 631751 
Fax: +44 1705 631322 


E-Mail: scopemail@compuserve.com 
Internet; http//www.britnet.co.uk/scope/ 





‘@ BAHAMAS $ as 

@ BELIZE s500 N LMGRATIONZND 

@ BV ISLANDS $500 E 

e DELAWARELLC $495 BM LOWEST T YEAR 
eronckons — seo M  « ANNUAL FEES 
@ HUNGARY $1995 | MÀ n 


€ IRELAND 225 
@ ISLE OF MAN PEE Bro confident & fiendy 


TEE | LONDON OFFICE 
S MAUBIUST | ee 90-100 SYDNEY ST, - 
@ NEVIS $575 CHELSEA LONDON. 
e SEYCHELLES $350 SW3 6NJ 

Other Jurisdictions & Offshore Banks TEL: + 171-352 2274 


Available on Request FAX: + 171-873 9688 


LUXEMBOURG - EVELINE KARLS B. B E-mail: offshore@scigroup.com E - 
Tel «352 224 286 Fax: +352 224 287 | n at as (d E pP 


FINLAND - JENNY KOMPULAINEN E Miz*iziiurt ig ts Eie 


Tei: 4358 8 6969 2566 Fax: 4258 0 6060 2585 
HUNGARY - LASZLO KISS BSc (Econ) WWW. scfgroup. vam: 


| Ter «38 1 351 CIN 135: 3958 | m DUBLIN OFFICE - EN t 
CHRISTODOULOS VASSILIADES Attoinay-at-Liw 21-29 LWR PEMBROKE ST, DUBLIN 4» 


INTERNATIONAL 
PHONE SAHS 





lowest Prices 
in the 

World contact 
DIAL 


$i 
$ | 
| : INTERNATIONAL 
$ 
$ 
$ 


Offshore 
zi ul aea 


feb + 44.181. 490 5014 
Fax: + 44.181. 490 5075 
Email: sales@ppsitd.com 


www.ppsltd.com 
eve xe TOSS TOTO te sete 









"Tax Planning 


. We incorporate and provide management 

services in all leading jurisdictions. 

Offshore structures can cut taxes and offer 
significant asset protection. 


For further information, please contact 






i eee trea — 


UK & FP" I 










| Company Specialists i 



































eae INTERNATIONAL COMPANY Tel +357 2 473211. FAX4+357 2 463483 | . i 1388 EO 

e T% Company Store is one ofthe ¢ SERVICES LIMITED SINGAPORE - DIANA BEAN TEL: + 353-1-662 1388. : 
e longest established professional e [SLE OF MAN - DIANE DENTITH - FCIS Tei: +65 535 3382 Fax: +65 535 3991 FAX: + 353-1-662 1554 
e firms specialising in UK and e TEL: + 44 1624 801801 HONG KONG hour Viri iin iol.ie 

INTERNATIONAL company ee a E NAM D E ther Euro 
di: ee, © FAX: + 44 1624 801800 2 | european 

formation and associated services Dok Tel; +852 25220172 Fax: «852 25211190. | | 
e ji | : CE o. E-Mail: iom@icsl.com SHANGHAI-BARTDEKKERuM M | Athens, fide t Lisbon, Temm Moscow, 
e * free advice * GIBRALTAR -STEVE HOWL Tet +86 21 6248 4355 Fax: 486 21 6248 1421 | Nicosia & Sofia 
e * Free colour brochure e “TEL: + 350 76173 | USA WEST COAST - AICS Ltd ; 
e *Free name check m l KEVIN MIRECKI Anorrey-atiaw | For a free colour brochure on 
e * Full nominee & domiclation& œ FAX: + 350 70158 | Tel: +4 7148543344 Fax. t 7148548967 J De RCE CRM Cra 
e associated services — e E-Mail: gib(2icsl.com For immediate Service & our Free 110 MIB complete this coupon below: 
e * t aon & own choke of œ HONG KONG - SIMON HANLEY Page Colour Brochure Contact: 
e &hnümetos e TEL: 4 852 2542 1177 ISLE OF MAN - C W FORSTER Name 
e *Wevundertake to refund the =» FAX: + 852 2545 0550 OVERSEAS COMPANY | F 
e _ difference, if you can obtain the a n ; REGISTRATION AGENTS LTD M. B Address 
e same services elsewhere ata e E-Mail: hk@icsl.com PO Box 55, Ramsey, — | 
e — lower cost e SOUTH AFRICA - CARL LIEBENBERG Re Man. Great Britain, IME9 AEE 
e e TEL: + 27 21 418 4237 TEL. 44d (E02 BARA, 
e e FAX: + 27 21 418 2196 ( ! 





FAX: +44 1624 817080 
LONDON - RICHARD COOK, BSc 
Tel: «44 171 355 1096 Fax: «44 171 493 4973 
1509002 CERTIFICATED 





E-Mail: icssa@iafrica.com 
UK - M$ PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsi.com 
_ USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1 954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 









~ FREEPHONE (UK) 






0800 26-26-62, 
THE COMPANY STORE 


ee ee ee ee oa a er a ree 


Harrington Chambers, 26 North John Street, 
i liverpool L2 9RU, UK. 
f Tel +44 151 258 1258 Fox: +44 151 236 0653 









Offshore information on- 
WWW.ocra.com 
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registered i its first fall for nearly a year. However, jobless rates rose elsewhere last month: to 


| 8.9% in Canada and to 7.4% in Sweden. . 


% change at annual rate 








| OureuT DEM AN D AN DK BS pem s /s unemployment r rate. remained at 2 in Jan: 
: | ary; Britain's stayed at 5.0%, the lo lowest since the summer of 1980; and Germany's, at 11.6%, 
| 


The Economist poll — Industrial | Retail sales Unemployment 


GDP ..... SDP forecasts production .— |. (volume) . % rate 
| eo 3 mths? 1 year 3997 1998 Á 3 mths? year LL year. mM latest year ago 
| Australia — «59 436 Q +33 433 +04 +1503  *400 825» 86 
Austria na + 1.3 1996 + 19 425 UJ +62 Apr “+ 33 Sep ier Jan ZW 
| Belgium + 20 +2903 +25 + 28 na - 07 Nov — — 04 Sp 13.1 m 136 _ 
| Mum — 021 £310 34 614 46 ON oe + 53 oee SO an 65. 
| Canada — 41 40 38 234 18 36e 6d sp BS m 97. 
| Denmark -07 +2203 +30 +30 — «44 + 59 Now + 3201 ^ 74 Dec 82 
France +35 +27 03 +24 + 27 +55 + 54 Nov - 08 Nw 122 Dee 125 — 
| Germany +32 +2403 424 +26 +24 *33D« - O01 De 1.6 an 113 .- 
italy + 18 +1993 415 + 22 +48 +81 de +09 01 122 0a 12.0 — 
| lan — * 3| «10 41i «04 O 93 sia Noy = 6.6 Nov 34 oe 33. 
| Netherlands 2 27 +2903 +30 +34 +93 +45 De — - 2.1 Aug 49 De** 64 _ 
| Spain — +26 +3493 433 +35 +39 + 66 Nw ona — 20.6 G3" 219 
Sweden + 62 +27 03 +20 +30 +183 +102 Nw +44 Nw —— 74 88 
Switzerland +17 +0803 +05 +18 na +6803 +41 Oct 50; 57. 
United States + 3.1 +3903 + au +27 +74 +59 Dec n- > 47 an 54 


Bue Series, 
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slowed to an 11 1/2-year low cf 0.7% in January. . 








PRICES AND WAGES Germany's consumer-price inflation declined to 1. 3% in the year to 
January, while Britain's fell unexpectedly to 3.3% in the same period. Italian inflation in- 
creased slightly to 169; during this time. Britain's 12-month rate of producer-price inflation 





i 

5 

| 

_% change at annual rate : The ere | 

| i Consumer prices” consumer prices forecast _ Producer prices* __Wages/earnings — 

n Bhs? year — 1997 1998 — mthst tyear  3mthst 1year — 
| Australia — * 10 -02 0 +04 +16 +26 +18% +44 x27 hg 

| Austria 7 4 15 *1085x« *14 +17 *12 4025 ma. n O O 
| MM Or FS EL uuu Hue d M LE es 
| Brain 1S 33 am — + 30 +31 * 09. 07 m + 62 * 48 Dec 

| Canada 203 407 s #17 * Lb 4 07 +1 pete oy 8 Nov — 
| Denmark + 17 + 21 9« — «22 +25 +03 *17 pw | na + 4.0 Augt 
| France 412 * L| 6c — +12 4 15 + 07  * 08 Nw —.* 4&1 + 27 n^— 
| Germany —  — - 0] + 13  —— * 18 +19 —  - 20 «28 Dec na «05 No 

| Maly | ^25 4 [6 a £18 420 +18 +15 de +11 + 3.6 Not 
| Japan +10 +18 se +16 +06 +12 + 08 jan "na + LB Nort 
| Week — 23 «ibm 612 24 OA IS eS 3 
| Spain *22 420m +20 +23 +12 +09 de +36 4310 — 
| Sweden na +19 ae +09 + 20 - 19. +2) De +32 + 43 Nov 
| Switzerland - 01 nian * 06 + 09 - 10 +08 pe na na 

| United States — «21 + 17 9» —— *23 + 21 +13 -120« +45 +38 ian — 
| *Not seasonally adjusted. t Average of latest 3 manths compared with average of previous 3 months, at annual rate. **New series di 

| | nnd 

| B STEEL Global steel production rose 

| sharply to a new record high in 1997. 

Í 


World output increased by 6.2% to 794m 
tonnes in 1997, up from 74&m tonnes in _ 
1996 and. surpassing : its previous peak of 
786m tonnes in 1989. Most big producer 
countries increased their output, with the 
exception of Russia where production 
continued to fall. China widened its lead 
't Japan and America as the world's big- 
gest steel producer last year. China's out- 
put rose 7.3% to 107m tonnes, while Ja- 
 pan's increased. 5.876 to 105m tonnes and 
America's ww tup 4.8% to afte tonnes. 


€—— ———— Get ean IRAN 









— PRA — 


EUR COMMODITY PRICEINDEX | 


Economist The El Nifio weather pattern 


has had less i impact on cocoa output than 
on other agricultural crops. Prices soared : 
almost to ten-year highs last summer 


when analysts forecast a huge supply defi- | 


cit this season because of El Nino damage. 
But the 1997-98 cocoa crop is heading fora 
record high and prices have fallen. Cóte 
d'Ivoire and Indonesia expect bumper 


crops. Of the other main producers, only - 


flood-hit Ecuador and drought-affected 


Malaysia have suffered heavy damage. : 
Côte d'Ivoire, which accounts for more | 
than 40% of world output, could soon pro- | 


duce even more cocoa. Market-oriented 


REP AEAEE AE OERE E 


1 


reforms, implemented as part of an IMF- 


loan deal, should spur new planting. 














1990::100 96 change on 
Feb 3rd Feb 10th* one one 
ductore etie cese cL c TIMOR. year 
Dollar index 
Ali items EN. ae 1024 + 08 -~ 90 
food 1268 333 - 92 + 05. 
industrials ee MEME 
Al |. 844 843. + 21 -188. 
NNNM INNE INEN INED 
Meu — 761 758 = 0 -159 
Sterling index 
Alitems 1132 1125  * 14 - 80 
Food 1378 1355 +03 +16 
industrials 
A ase UR 36 + -13 
Not ^ ^ 1006 ^ 1084 +66 -213 
„Metas — 827 831 = 02 -149 
SDR index ii | 
Allitems — 1048 — 1027  - 03 ~ 70 
Food — e . War 2 aa 4 33 
oe ee cudindduee 
Al 84.9 EN. B4 LS halt 1.1 -17.0 
Na! 987 9 +49 -204 
Metas ^ 766 — 758 - 18 -140 
God O O 
$ per oz 297.25 30015 +69 -14 
Crude oil North Sea Brent 
$ per barrei — 15.35 15.13. = 22 -285 


* Provisional. | Non-food agriculturals. 
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, Bi TOURISM Last year Chi 
bigger percentage increase ii 
| from foreign visitors than any o 
| try, according to the World T 
nisation. Its. recei pts from 
ins | ceeded $12 billion, 18.4% mor 
terms | earlier. That is less than one- 
| | ica's receipts, which at $75 billion la: 
| were 150% more than second-pla 
| ly's.Intheyearofitsreturn to Chinese 
| Hong Kong suffered an 11% fall in touris 
| revenues. Austria also suffered a slumpin | 
| spending by foreign visitors. Km 


EVENE DTI ENEE IE EAA gm E NEEE RA AIOE DAN AN ded pbc , — 





T 


Morgan Stanley Capital international index inciudes above markets and severi others, in dollar terms. TFeb 10th, 
























qn ONEY AND INTEREST RATES The American Treasury-bond market was buoyed by | 
| strong productivity data. British gilts rallied on lower-than-expected inflation figures, al- | 
:| though British government-bond yields remain the highest in our table. | 
ru | 
Ae % rise on year ago over-  3-mth money market banks _bond yields —  Eurocurrency | | 
| el. LLL AOW broad ^ night — latest — yearago —— prime gov't? corporate 3mths bonds | | Hongkong MM i(<é‘é ETE 
ER : 
|: : 
| | 
j 
| | 
| 
i 
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F Ten-year bond rates (old series: Britain 15-year 5.9896, United States 30-year 5.85%), #Feb 10th. §Feb 9th. **Feb 4th, — 


f Change on 
year earlier 


TRADE, EXCHANGE RATES AND RESERVES Sterling’s trade-weighted exchange rate fell by 0.8% in the week to February 11th as good 


inflation news reduced the likelihood of further interest-rate hikes. The yen rose 0.6% on a trade-weighted basis over the same period. > 
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Foreign-exchange reserves, excluding gold, rose in December in Australia, France, Germany, Italy, Switzerland and the United States. | 
Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ ., Currency units Foreign reserves? $bn | 
| “latest latest 12 latest 12 mths i "trade-weighted? Feb 11th year ago perä  perDM per ecu latest year ago i ] 
Lusacco OL. aa eaaa O I Ydgy 0. re IN a 
| Australia — — - O51 de — » 20 —  - 13203 — ^ 874 ^ 946 | 
| Austria L164q$ = 69 ^ - GON  —— 31022 ^— 1035 ^ ^ "128 "i18 ^^ 7208 ^ 704 — 139 . 199 Nw 224 | 
| emm ou com e 150. oe 105 IONS ee Oe 400 a iode | 
| Britain - 2.50 Nov - 192 + 63E 104.4 982 334 Ot 407 | 
| Canada 2 LL *073 Nw * 173. - 8503 820 863 (0144. 136 236 079 i156 — 
| Denmark — «029 on + 38 + 0605 ^ ^ 102 1055 $694 en 113: 38 75 5 1910« i | 
| France — — | t 181 No * 291 + 3740a 1049 — 1062 — 610 ^ 568 ^ 99€ 335 ^ 662 ^ 309 Dee — 268 - 
| Germany — « 733 Nw — * 731 ^ - SZ Nv 1025 — 1051 7 
| italy ...1288 010 &— 329 — B42 9p — ^ ..130 | 772 1797 ^ 1650 . ^ 2936 987 1 A9 22] Dec A538 
| Japan *1093 De 41016 + 947 De 125.8 1217 — 124 —— 14 — 202 — 679 134 2196 De — 2166 — | 
| Netherlands — « 115 noS + 166 + 224 q@ ^ "1009 ^ 1034 ^ 205 189 335 113 222 249 oe  J68 
| Spain — | — 170 no - 18 + BA Nw — o 764 — 779 — — 154 — 142 — ^ 253 BABO 167 684 D« 579 
| -Sweden + 1.52 Dec + 17.1 + 719a 832 859 913 742 133 447 882 146 0a  — 220 
| Switzerland ^. 0780: = 01 +203% $1083 — 1033 O 146 145 235 080 159 390 oe 
| United States -15.10 Nov -1981. 1-156903. 1081 1036 S108 589 Dec 







' Australis, Britain, France, Canada, Japari'and USA imports fob, exports fob. Ail others cif/fob.-. 1990-100, Bank of England. Excluding gold, IMF definition. 
Not seasonally adjusted. l . 
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general decline in official-aid flows to 
poor countries, largely because of fiscal 
pressures in many rich countries. Between 
1992 and 1996 net official aid to develop- 
ing countries from industsial countries 
and multilateral institutions fell by 16% in 


real terms. China is still the biggest recipi- 


ent of official aid, although receipts have 
fallen sharply: according to:the latest re- 
port on development. assistance pub- 
lished by the OECD, a net $2.6 billion of 
official aid was disbursed to China in 
1996, down from $3.3 billion in 1993. The 
only other countries to receive more than 
$2 billion in foreign aid were Egypt and 


Israel. of the countries in our chart, Mo- 
e relies most heavily on foreign - 





1996 official-aid made up 72% of 
GDP. Foreign aid is also important to 


: Rwanda, Tanzania. and Zambia. In China, | 
| in contrast, foreign-aid flows amount to 
- Jess: than 0.5% of GDP. Israelis receive the 


most foreign aid per person—about $400 
each. The Palestinian administrative area 
receives almost $300 per person, while 
Bosnia gets c over iid per person. 
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Chile (to 8. 8%), the Czech Republic (to 13.3%) and Turkey (to 15.9%). In January the 12-month | 
. rate of consumer-price inflation rose in the Philippines (to 6.4%), Brazil (to 4.4%), Chile (to 
6.2%), and the Czech ee (to DON but eased in Greece (to 4.4%) and Russia (to 10.2%). 












Mimi eei rete eene Att 


Y. The iom. rate NS growth i in industrial output increased in Desernbér | in : 


Latest 12 months, $bn Foreign reserves, $bn 


BENED AUCH. Mim POPE d T———X————— M: 








l GDP industrial Consumer Trade Current Latest Year ago 

ee production prices balance account 
China LE 8B20 OO O + 92 De -+o OA dec +40.4 De — t 72 0596 141.3 Now 104.3 
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mda — 68cm + 6 m+ AS Ww 590  - AS oe 242 oe 22 
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Malaysia — «740 PAn + 29 be - Oa nw 63 se 21] oe 20 

Philippines s 470 — +194 m» + 64m O -107 wv  - 38:96 88 m —— 97 — 

Singapore 1103 Nov + 200« = 7400 — 140 93 74.57 oer 75.01 




















. . 6.2 lac ~ 4, d3 93 3 De 14.8 
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Mexico + 81 + 86» + 157 ox  *040«  - 4002 288 dx — 194 
Venezuela — 16195 na + 368 hn 4130 sp +8319 155 ww — .119 — 
Greece — —  * 26 156 — « 20 00 + 44 jm -188 sp — - 5.155 ^ 126 o« à 175 
israel —— — 4200 * 170: + lOe  -799«  - 37q 20.1 de 14 
Portugal + 30a + 6004 + 230« -104 0 = 54 Nw 160 pe ^ 159 
South Africa +12% - 04» + 61 de — *290« —- 1309 ^ 48 ee —— 09 — 
Turkey «54Q 4159 De — + 101.6 tan 2202 $5. 23 187 De 164 
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Hungary +5103 ^ 4165 vx + WBA voee ~ 23Nw —- NO De 88 nv 9.9 — 
; Peed — _ + 63 qi +13.3 de + 13.2 de -11] Nx 43 No 19.8 sep HA 
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| FINANCIAL MARKETS. Singapore's stockmarket was the star performer in the week to Feb- 


ruary uth. It surged by 13.8% and has climbed 51% from its mid-January low. Elsewhere in 


| Asia, Jakarta's bourse dropped by 6.2% and Seoul's fell by 5.0%. Russia's stockmarket rallied 


11.1%, reversing some of its earlier losses this year. 




















| Currency units interest rates — Stockmarkets % change on 

pan per $ "per£ short-term Feb 11th Dec 31st 1997 

Feb 11th year ago Feb 11th % p.a. one “in local ins 
| week currency terms 
Chino o 828 — 3829 — 137 ^ 909 ^ ^ 13198 &—-« 20  -* 49, * 49. 
Hong Kong —— 774 775 128 886 107934 ^ * 48 + 07 + 08. 
da —— 38] 359 . 640 O 733 32929 O - 08  - 100  - 88 - 
Indonesia 9,750 —— 2,377 16120 30.50. 1.1.4876. - 62. + 214. - 17. 
Malaysia — 404 — 249 — 668 — 1001 7399 — «71 * 245 + 30. 
Philippines 402 263 665 13.93 22183 Z ă +86 + 187 + 219° 
Singapore — ie 149 27 SS 93 «38 + 60 + 95. 
South Korea 1608 870 — 2659 20.10 ^ 5203  — - 50 * 382  * 463. 
Taiwan 330 276 (545 O O 815 87134 (20- £4. € 62s 
Thailand — 493 260 | 812. —— 2300 5245 +37 + 407 + 556 _ 
Argentina . 100 —— 100 — 165 725 ^  . 6778 ^ «24  - 13 - 14. 
Brat — — 112 105  — 186 3465 104850 +52  »* 28 + 19 
chile — — 745 46 38 3808 4231. -22  - ji 2 
Colombia 1,346 — 1074 - 2225 2458 12636  — - 41  - 3 -1052. 
Mexico 84i 779 O 139 Zà 1843 47283 -12  - 96 =- 137 
Venezuela ae Sy 474 B47 15.00. 7209 . -41!  - 168 -1 8.5 
Greece - S 286 | 263 474 1747 15326 +84 + 36 + 22. 
israel —— 398... 334 595 juo . .— de31. - 23. - 936, - 109. 
Portugal — 185 169 306 — 482 ^ 44525 ^ - i1 +O 178  * 161 
South Africa — 43] A40 — &4 maos $8671  *26  * 77 + 64. 
Turkey 220,350 — 119,815 364,305 81.94 " ~~ 36 = 152 -~ 215 
Czech Republic — 347 — — 283 574 E S NON 874 — tTI — MN NERONE ICE 
Hungary — — 207 1/3. 342 1928 ^ 81904 —— «72 ^» 19  * Oi! 
Poland O 353 — o o TET. 7.2553 16.6565 — +85  * 136  « 25 
Ru: 600  . &55 992 4200 . . 6426 411 - 211 - 204. 





: Sources: National statistics offices, central banks and stock exchanges; DátastreanviC V, heuer SBC Warburg; LP, Morgan; Hong Kong Monetary 
17 Authority; Centre for Monitoringdfidian Economy; Bank Negara Indonesia; Malayan Banking; Philippines National Economic and Development ? 
|. Hoare: Govett Asia; FIEL: Baring Securities; Merrill Lynch; Bank: Leumi Le-tsrael, Stada Bank Group; Akbank; Bank. din Deutsche Bank, Russian 


hority: 





Economic Trends; Moscow Times/Skate Press. 
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5 Scandalous 


Sig—Your bumper-sticker cover 
referring to Bill Clinton, “If it's 
true, go” (January 3ist), shows an 
abysmal lack of understanding 
of what is going on here in Amer- 
ica. We are not going to allow a 
right-wing cabal to run our presi- 
dent out of office amid a chorus 
of trash-talk from the media. The 


polls support this position. If. 


President Clinton had sex with a 
consenting adult, that is their 
own business. If the legal system 
puts him under oath and expects 
him to tell. all about perfectly 
legal private acts, it may well get 
exactly what it deserves—less 
than the truth. We are not going 


to allow our public servants to be 


held to saint-like standards by a 


^. bunch of hypocrites. 


New York WILLIAM MILLER 


At ee Ht i i 


— Sıir—l am sick of sanctimonious 


. commentatorstelling methatMr 


e vili lite has 


-the president. was that in return 


for my vote he would do his best. 


- to move the country in the direc- 

" tion I want it to go: that he would 
invest in the education of our 
children. and in the continuing 
education of adults; reform our 
< welfare system; balance the fed- 
eral budget without completely 
.. eliminating the role government 


- can play in improving our lives; _ 


and shape the global trading SyS- 
. tem so that we can reap its boun- 
- tiful rewards. I wanted a presi- 
^ dent whoi is intelligent enough to 





$ me 
| Economist] i 
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recognise that most issues are 
complicated. and is talented at 
communicating those complexi- 
ties to me. I wanted a president 
who could speak without embar- 
rassing me. President Clinton has. 
kepthisbargain with me. — 

New York STEPHEN MAUER 


d 


Sir—I thought that. Putitanism | 


was confined. to- the. United 


States. But after. reading your 


leader, I am- truly. surprised to 


find out that itis also entrenched 


in an otherwise liberal : newspa- 
per. Lying about things that are- 


private should be irrelevant to 
public opinion. It does not mat- 
ter in judging someone's ability 
togovern a nation. 

MARIO 
Guatemala city GARCIA-LARA 


SiR—A lie is only as important as 
the question being asked. It says 
more about the questioner than 
the liar. When will the media 
realise that we don't care about 
the president's sex life? This is, 
perhaps, theonly time this centu- 
ry we can say with confidence 
that the French have got it right. 
They know how to deal with sex 
scandals. 

If it's true that you are joining 
the ranks of right-wing, muck- 


raking tabloids, then go. 
Costa Mesa, 
California Rop HUMBLE 


Sig—Although I did not agree 
with your conclusion about oust- 
ing President Clinton, your cov- 
erage was the most rational and 


b [Ge ES gma eda ei 
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ethical Ihaveseen.Iam sorry that - 





no Arr erican news organisation 


was your equal. 


Bigger and better? 


Sir—In “Too few accountants” 

(January 31st) you urged competi- 
tion authorities to reject both the 
merger of Ernst & Young and 


KPMG and that of our two firms, 


Price Waterhouse and Coopers & 


Lybrand. You treated the two 
‘mergers. as identical: regulators 


must allow both or neither. But 
the law requires regulators to 
examine each transaction on its 
own merits. We believe our merg- 
er, which is pro-competitive, 
should be approved irrespective 
of the action regulators would 
have taken with respect to KPMG 
and Ernst & Young, which have 
now called off their merger. 

The merger between Price 
Waterhouse and Coopers & 
Lybrand will create an organisa- 
tion with revenues of $12 billion, 
only slightly larger than Ander- 
sen Worldwide is now. The merg- 
er between KPMG and Ernst & 
Young would have created a 
behemoth, with global revenues 
of $18 billion—50% larger. 

In America and Europe, the 
KPMG/Ernst & Young merger 
would have combined the 
biggest and third-biggest audit 
firms, strengthening the largest 
firm in each of these markets. In 
the United States, our merger will 
combine the two smallest firms, 
creating a firm with combined 
audit revenues only slightly 
greater than what Ernst & Young 
earns by itself. In Europe, our 
combined firms will be larger 
than Kpmc alone, but will by no 
means dominate our profession. 


i EMAIL: 


letters@economist.com 


such projects. 

An even more curious asser- 
tion is that companies generally 
avoid using the same audit firm 
as their competitors. Our experi- 
ence is exactly the reverse. Most 
clients value the industry-specif- 
ic expertise their auditors gain 
from serving multiple clients in a 
particular industry. 

NICHOLAS MOORE 
Chairman 

Coopers & Lybrand 
JAMES SCHIRO 





Chief Executive 
New York Price Waterhouse 
mU MOON RR REIR CQ APERIRE SURE EM s 
Lottery lobbying 


Sır—I am surprised The Econo- 
mist makes the same mistake as 
other Camelot lobbyists in writ- 
ing about the efficiency of 
Britain's lottery operator (Febru- 
ary 7th). It is by no means the 
most efficient lottery in the 
world. People in Britain spend 
far less on it—$D5 a year—than 
people spend on most of the 
other principal lotteries in the 
world. New Yorkers spend $290 a 
year and people in Massachu- 
setts spend $258. In Norway, peo- 
ple spend $224 and in Finland 
they spend $209. In all these 
states and countries, 100% of 
profits go to good causes. Conse- 
quently, people play more. 
Camelot boasts the biggest lot- 
tery only because it has a com- 
plete monopoly (unlike most 
other countries) and as a result 
the largest national market. 
Market research given to the 
lottery's regulator at the time we 
made our bid indicated clearly 
that more people would play if 
they felt that all the profits were 
going to good causes. During the 
court case it also emerged that 
Camelots own research con- 
firmed this, although they per- 


To meet our clients' global busi- 
ness needs, we must have a sub- 
stantial, multidisciplinary pres- 
ence everywhere our clients are. 


Please enter a subscription for 1 year 
CH enclose payment of | : 
. . (payable to The Economist Newspaper ud) 

- For credit card payment, see subscription card insert 


haps understandably did not 
publish it. This, plus our giving 
100% of our profits to charity, 
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EXECUTIVE FOCUS 


Doors are opening all over the world. 


Communications industry specialists - 
Global Management Consultancy 
£40K - £70K + excellent benefits 





Fuelled by new technology and driven by deregulation 


and convergence, the communications industries 
are set to become the world's biggest market. And 
around the world, ours is the practice that's helping 
the sector's major players adapt to the new, bracing 
climate of the open market. We're introducing 
technology to facilitate entirely new kinds of 
customer relationships. We're re-engineering 

major enterprises. 


And while we work to achieve competitive 
advantage for our clients, we start with plenty 
of our own. Our consultants were involved in the 
transformation of the UK industry. Now, we're 
deploying that expertise on a global basis, helped 
by a 'one-company' corporate culture that makes 
contact, communication and innovation as 
immediate as an international phone call. 


From us, you can expect the opportunity to work not 


with one organisation but many - either established 
industry leaders or rising stars. Training and 
development will cover the widest range of business 
issues, and will be a constant feature of your career 
with us. 


As someone who's been close to the centre of the UK 
industry's metamorphosis, you have knowledge and 
experience (gained in the communications industries 
or à consultancy operating in these markets) that will 
be of immense value to our clients around the world. 
In particular, we are seeking professionals with the 
following experience: 


Strategy and change management 


Your expertise (gained in helping a major 
communications company or new start up through 
deep structural change) is in:- 





® strategy formulation 

® organisation and process design 

® technology strategy and new service development 
6 culture change 

€ change project management 

Armed with this, you'll be in a position to make 

a strong impact on high-profile change projects 
globally throughout the industry, adding value 

to the enterprises you work for and to your own 
professional capital. 


Customer management 


Your extensive commurications industry experience 
is in:- 

6 sales and marketing 

® customer management and billing 

9 call centres 

9 service operations and delivery 

With us, you'll use that experience to help your 
clients make giant strides in the way they interface 
with their customers - in response times, the 
competence and motivation of their staff, the 
sophistication of their billing systems. 


The readiness to travel extensively is essential while 
a second European language would greatly enhance 
your effectiveness. In return, we offer an excellent 
salary and rewards package. 


The whole communications industry is waiting 

for your expertise: David Brownlow, our retained 
Consultant, is waiting for your c.v. Send it to him at: 
Huntswood Associates, Castle Hill House, 

Castle Hill, Windsor, Berkshire SL4 1PD. 

Tel: +44 (0)1753 855200 

Fax: «44 (0)1753 831360 


email: brownlow @huntswood.co.uk 
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" International Energy - 
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International Resources Group, Ltd. is an internationally- 
recognized leader in the field; of power sector restructuring and 
energy efficiency program design and implementation. We are 
currently seeking experts in the following areas for immediate short 
and medium-term assignments. | | 


Energy Efficiency/DSM: The successful candidate will have 10-15 
years’ experience designing and implementing energy efficiency 
programs, preferably in a utility context. Experience with integrated 
resource planning and load research a plus. Understanding of 
energy efficiency financing options desirable. = 


Distribution Efficiency: Candidate will have 10+ years’ working 
| with electric utility distribution systems, in positions of increased 
.] responsibility. Knowledge of system design, substation efficiency 


-| and line loss reduction required. di 


. Power Sector Restructuring: Candidate will have 5+ years’ 
. experience in power sector restructuring including unbundling of 
tariffs, design of independent system operation, social issues and 
asset divestiture. 


| Applicants must be willing to travel worldwide and have the ability 
| to write concisely in English. Experience in developing countries 
and foreign language skills preferred. Please fax a detailed resume 
and salary history to Marian Kuhn at 202-289-7601. Only 
 interviewees will be contacted. 
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FACULTY POSITION 


T1 








/ BOSTON 
UNIVERBRSITY 


SCHOOL of 


! Public Health || 
International Health | 


ee 


MANOR e o MEO TANNER OE TAN 










“Tf you love teaching and i 
career professionals, have subst 
_ countries, are looking for a lon, 
good credentials and experi h-care management, fi- 
nance, economics and policy, then you should consider this posi- 
tion. Our School and Department are student-centered. Excel- 
lent and relevant teaching at the MPH level is our primary mis- 
sion. The suecessful candidate will be a self-starter, capable of 
individual consulting as wellas initiating and directing projects 
funded by major development agencies. Some international travel 
is expected. A second language is a plus. Credentials and experi- 
ence should be sufficient to qualify you for an appointment at the 
. level of Associate or Full Professor. For information on how to 
-| apply visit http:/Avww-busph.bu.edu/depts/IH and click on New 
']- Faculty Position or contact Prof William Bicknell. 
International Health Phone: 617-638-5234 
Fax: 617-638-4476 
Internet: cih@bu.edu 
Telex: 200191 BUUR | 


qu i Opportunity Er mm 
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Palestinian National Authority / The World Bank = 
Palestinian Expatriates ond 
to be recruited under the Palestinian Expatriate Professional Program - o 

. | (PEPP) uu 
The objective of the World Bank-assisted Palestinian Expatriate Professional Program (PEPP) is 
to identify and recruit qualified and interested Palestinian expatriates for senior management and 
technical specialist positions in select Palestinian government ministries and agencies, for a 
period of two years. Compensation will be internationally competitive. Arthur Andersen, one of 
the world's largest multi-disciplinary- professional services firms, is working on behalf of the 
Palestinian National Authority (PNA) and the World Bank to assess the requirements and identify 
and recruit the best qualified Palestinian expatriates for the following positions: 

* Ministry of Finance - Director General of the Directorate of Accounting 
* Ministry of Finance - Director General of the Directorate of Treasury and Financing 
* Ministry of Economy and Trade - Director General of the Directorate of Foreign Economic 

Relations 
* Ministry of Economy and Trade - Deputy Director General of the Directorate of Foreign 

Trade. 

* Ministry of Economy and Trade - Deputy Director General, Directorate of Trade 

Cooperation and Exhibitions 


* Palestinian Energy Authority - Head of Legal Department 


. Palestinian Energy Authority - Director, Finance Department 

* Ministry of Housing - Acting Director General, Directorate of Finance and Investment 

. Ministry. of Housing - Acting Director General, Surveying Department 

* Palestinian Monetary Authority - Executive Director, Banking Supervision Department 


Please visit our website, www.aapepp.com, to get detailed descriptions of the functions, 
responsibilities and qualifications for each of the positions. Instruction for preparation of the 
curriculum vitae (CV) is-also specified on the website. Please note that all CVs must follow the 
suggested format, The deadline for submission of CVs is Friday, 20 March, 1998, 


Please submit your CV via E-mail, fax or letter to the following address (any questions you may 
have will also be answered): 


Mr. Braj K. Sharma 
Team Leader and Director 
Arthur Andersen Emerging Markets Services 
c/o Mr Chris Currington, P.O. Box 55, 
London, WC2R 2PS. 
Fax: (44-171) 304-1134 
E-mail: pepp@arthurandersen.com 
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Family Planning International Assistance, the 





America, Inc, is seeking a highly qualified professional to lead 
its ASIA and PACIFIC program based in Bangkok, Thailand. 


The Regional Director is responsible for the overall development, 
management and monano of peur health service in 
ASIA and PACIFIC. This highly visible opportunity involves 
extensive travel to remote locations and physically demanding 
environments, and requires a flexible individual with excellent 
problem-solving skills, creativity and a sense of humor. Must have 
a master's degree in Family Planning, Public Health, Public/ 
Business Administration or extensive education background/work 
experience with proven skills in a related field will be considered. 
Fluency in both English and Thai essential along with excellent 
writing and editing skills in English. At least 5 yrs livingAworking 
experience in Asia required. 


Additional requirements include: extensive project development 
and negotiating experience; strong management skills and the 
ability to lead à culturally diversified team; ability to identify new 

program areas and areas that need improvement, fundraising 

ackground and working knowledge of statistics. 

Be part of a program that makes a difference in Women’s lives, 
Send or fax your resume to: HR Dept - TE, Family Planning 
International Assistance, Planned Parenthood Federation 
of America, Inc., 810 Seventh Avenue, New York, NY 10019. 
U.S.A. FAX: 212-261-4361. Only app tons that best match 
the requirements of the position will be acknowledged. 


Committed to diversity. | E 
(Fj] Planned Parenthood’ | 
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4 |. FINANC Senior Internal Controls An; 
World. PO AC Y ECONOMISTS TEE 
ied | A leading multinational consumer goods company in t 








Geneva area is seeking a dynamic, pro-active. anc 
analytical individual with good interpersonal skills to. wor 
regional headquarters. Reporting. to the Mar ig 
Controls, he/she will analyse business control systems. 
provide recommendations and support to all the company's : 
entities within Europe. He/she will assist in developing, | 
implementing and maintaining controls and procedures across |} 
functions. This highly visible position will entail ongoing. 
contacts at all levels within the organisation. 1| 


The ideal candidate will have: 


* abusiness degree / CPA BI 
* three to five years experience in a controls or audit. io 
environment A 
* good organisational skills and ability to meet short deadlines. E 
* good oral and written communication skills oH 
* fluency in English and at least one other European language 1 

























Participate à in financia i| sector missions. id contribute to financial sector policy 
analysis and preparation of financial sector die 

+» Develop and implement ‘prog 

Bank staff and client 
] * Draft policy: and 1 res 
EN o oA 
| Qualifications: x 














































in finance or economics. 
'orking on financial sector issues in central or 
IMS o of EEEE, or E 


This as a unique opportunity for a talented individual with a 
multi-cultural background to develop his/her skills in an. 
international environment. The company offers excellent care 
prospects and a remuneration package commensurate with 
qualifications and experience. 
























bi to carry out policy discussions with member governments and to present 
ideas clearly, orally and in writing, to a diverse audience. 
Knowledge of French, Spanish, or Eastern European languages is desirable. 


'orld Bank offers an internationally competitive compensation package 
‘including expatriate benefits. Interested candidates who: meet (he above criteria 
> F should send a detailed curriculum vitae, including a list of publications, by 
CE March 7, 1998, to: World Bank Recruitment Unit, Room 85-026, Job Code 
| FINEC, 1818 H Street, N.W., Washington, D.C. 20433; Fax (202) 522-2148. 
“Women are encouraged to apply. 


For details, write with full curriculum vitae or call: 


Ms L. Rauschenbach 
13 Chemin des Chamuses 
CH-1234 Vessy/ Geneva 
Switzerland 
Phone: 0041 22 784 32 82 Fax: 784 33 87 





Helping the Nation spend wisely 


REGULATORY 
ECONOMIST 


London | £30,000-£40,000 


* performance related bonus 





The NAO has a reputation for excellence in carrying out value for money (VFM) 
studies, in which a wide range of professionals, including economists, are engaged. This 

- new position is in the specialist unit which examines and reports on VFM in regulation, 
PFI projects, privatisations and other sales. 


Working as a key member of a small team monitoring the efficiency and effectiveness of 

economic regulation in the UK, the regulatory economist will play a key role in the 

identification of subjects meriting examination, advising on the development and 

ai hell of study methodologies, and participating in the studies, including reports to 
arliament 


We seek an Economist with relevant je ualifications and experience gained in a regulated 

. industry, a regulatory body or a consu tancy. Essential qualities include a fair and 
balanced approach, persuasive communication skills, and the ability to work in a small 
team. 


Initial salary is negotiable within the above range and the post will also attract performance- 
related bonuses and other benefits. 

To obtain further information and an application form, please contact our .. 
advising consultants, CJA, 2 London Wall Buildings, London Wall, London EC2M 
5PP. Telephone: 0171 638 6320 or Fax: 0171 256 8501. Please quote refererice 
RE7018/E and respond by 2nd March. 
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eis DC, invites ithe Situ oie nie to maintain for 47] 


consideration, in auti ce of: an opening for; 7 


Senior Specialist | | 
Private Sect or Project Finance 


FUNCTIONS: Lead a team of prefessionals charged with the. mission of. 
financing private sector investment in Latin America and. the Caribbean. region, | 
Lead missions and participate in. inserdisciplinary groups responsible for the 1 
origination, structuring, appraisal and negotiation of infrastructure project finance | 


without government guarantees, under’a nonrecourse or limited recourse scheme. 
Supervise activities related to portfolio . performance, | ‘implementation. of 


operational guidelines and financing of private sector operations. Represent the | 
Bank in seminars, conferences and meetings related to infrastructure dne by 


the private sector, 


REQUIREMENTS: It is the responsibility ot the candidate to prov ide at the time 
of submission of the application all’ relevant. information to demonstrate that 
he/she fulfils the following requirements. ‘Education: At least a Mastet^s degree in 
Business Administration or equivalent. Experience: A minimum of ten years of 
.] relevant experience including. six in project. finance, preferably in infrastructure in 
d emerging: markets. Applicable experiesce in the Latin American and the Caribbean 
: plus. Languages: Proficiency in English and Spanish. Interested 
s uld send cover letter and resume. (in duplicate), by March 11, 1998, 
i ncluding dn S history, to: 


+ Inter-Americ an Devetopment Bank Stop E0507 
Code: LE/SS-PSPF/TE 
d300 New York Avenue NW, Washington, DC 20577 USA 
or FAX (202) 623-3014. 


“Asa wiet of: its commitment to its borrowing member countries, the Bank 
may require staff to accept assignments in both country offices and headquarters. 
Only applications which. best match the requirements of the position will be 

cknowledged. The. Bank offers a competitive compensation package and 
encourages gender equality in its hiring practices. 


y 

N, 

iy NATIONS UNIES 
‘he 


UNITED NATIONS Y, 
vut 


DIRECTOR, SUSTAINABLE DEVELOPMENT DIVISION » 


Department of Economic and Social Affairs 


The United Nations is seeking a high- -calibre professional, 
with wide-ranging experience in sustainable development 
matters, for a senior level post in the United Nations 
‘Secretariat, New York. The selected candidate will provide 
intelectual leadership and policy advice on all sustainable 
development issues, including critical economic and 
environmental trends. He/she will lead and manage the 
Sustainable Development Division and direct its collabora- 
ition with governments, non-governmental organizations and 
other actors of civil society. He/she will represent the United 
Nations at regional, national or international meetings and fora. 


The candidate must have an advanced university degree in| 


a field related to sustainable development and at least 17 
years of. professional experience. Perfect command of English 


or French is essential. Working knowledge of both highly] 
desirable. Preference will be given to equally qualified women} 


candidates. Competitive salary and attractive benefits package. 
Deadline for application: 16, March 1998. 


Detailed curriculum vitae including date of birth and nationality] 


should be sent to: 98-A-ESA-005-NY/GS Staffing Support 
Section, Office of Human Resources Management, room 
S-2560, United Nations, New York, NY 10017. 
Fax: (21 2) 963-3134 E-mail: staffing @un.org. 


AAW 


‘The Fiat Group is one of the world’s s largest industrial companies operating in 60 countries 
-with 220 production plants and 244, 000. employees. Today. Fiat is a multi-business with an automotive core. 
aiming to increase its operations Worldwide and to grow in the service areas related to its businesses. 
- [n order to meet this: challenge. the Fiat Group is actively recruiting 


YOUNG ENGINEERING GRADUATES 
(24-28 years of age) 


to ? ulimaiely become the company: ’s future management as it pursues its global growth. 





Candidates should possess the following: 

. Recognised university engineeri ng degree 

* European Union member ‘state nationality - 
Fluency inr English and at least. one other language 
Interest in automotive industries 

_ An international outlook and mobility 


* 


* 


In return, successful candidates will receive: 

* Engagement by the Fiat Group, London 

Introductive training program in Turin, Italy 

Work experience in different countries in the engineering, 
manufacturing and commercial operations of Fiat Group's 
main automotive divisions | 

* Competitive remuneration and career development 


+ €9 


oF Applications, to include CV and candidate photograph, should be sent in English quoting Ref. E9801 to: 


Graduate Recruitment 
Fiat UK Ltd 


(Ber keley Square House — 


The selection process will take place in the candidates’ country. Fiat Group is an equal oppor tunities d 





Berkeley Square — London WIX 6AL - U. K. 


La 
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; pe 4 host governme: 
^o]. assistance programs 


D ENERGY POSITIONS IN EUROPE 
AND NEW INDEPENDENT STATES 


a Mises States of the US Agency for 
seeking several energy Personal Service 
work in field missions in selected countries 

lve working with senior energy officials of 

ate sector organizations on a range of energy 
ctric power, oil and gas, energy efficiency and 
“global climate change, providing support for the. management, monitoring 

and evaluation of US-AID-funded technical assistance and training activities. 


ee E The objectives of these programs include restructuring and privatization of 
| state energy monopolies, establishment of energy regulatory bodies and the 
1 legal framework for market development and foreign investment, preparation 
| of projects for development banks or private financing, introducing 


vus commercial management practices in utility companies, fostering of energy 
v ¢ companies and investments in energy efficiency and environmental 
nt, and regional networking and system integration.. 


r which « energy professionals are sought include but are not 


JS. Washington, DC; Overseas: Romania, Georgia, Ukraine, Moldova, 
Armenia, and Kazakstan/Central Asian Republics Regional Mission. 


id dates should have a minimum of five years experience in energy 
am or project management, with demonstrated experience in economic 

nd institutional aspects of energy sector refomvrestructuring. Please indicate 
hich country or countries you are interested in serving. International 


"experience is essential. 


Compensation will depend on experience and salary history, but it is expected 
yrange from $60,000 to $78, 900. 


lease mail full resumes by March 31, 1998 to Mrs L. Fendell, 
SAID/ENI/EEUD/EL, Ronald Reagan Building 1300 Pennsylvania Ave., 
‘Room 5-10-6075, Washington, D.C. 20523-5100. 


The World Bank is. seeking wal camons from qualified candidates 
for the position of Lead Specialist, Social Assistance, in its Human 
Development Network. The selected candidate will have primary 
responsibility for developing concepts and strategies for social 
assistance policy in the Bank's client countries. In addition, the 
individual will provide leadership in social assistance-related quality 

. assurance activities across the World Bank's Regions, including 

~ direct involvement in operational or strategic tasks; foster innovation 

~ in product design and delivery; provide leadership in creating an 

. intemal and external Knowledge Management System, including 
dissemination of best practices, contributing to. partnership-building 
within and outside the World Bank; and promote staff development, 
e.g. training programs for technical staff and mentoring and support 
functions for junior staff i in the social assistance area. 


Requirements include: an advanced academic degree (preferably 
Ph.D. level) in economics or a related discipline; strong conceptual 
and technical skills and knowledge of social assistance areas; 
broad understanding of cross-sector issues and proven/successful 
track record in applying cutting edge knowledge to practical on-the- 
ground reforms; and the ability to operate in a matrix setting. 
Working knowledge of French and/or Spanish is 

. an asset. 


Please send a detailed curriculum 
vitae, by March 6, 1998, to: 
World Bank Recruitment Unit, 

. Room $5-033, Job Code: SPSA, 1818 H 
Street, NW, Washington, DC, 20433. 

. Fax (202) 471-4144. 


The 
World 


Bank 
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The iento Trade Centre UNC 
e M is looking for a 
ez W Chief for its - 


Office for Least Divort! Countries LD 


| evaluation; and (b) interacting with LDC officials, ITC's donors ien im ; 
| context of international prose TE technical M Le with: 


| development cooperation work at the Bioanal ‘evel’ with Meis 
| LDCs and in dealing with trade development issues and trade promotion activities; pri 
| skills in negotiation; project and programme formulation; demonstrated. managerial skills : 


and a record of effective tear) work. Integrity and capacity to work. in Panmony ith 4 
people of different national backgrounds. Computer literacy. 


| Languages: Fluency in spoken English and French with highly developed written English : 


skills. Knowledge of another UN language would be an asset. 


| Duty Station: Geneva, Switzerland; Date of Entry: As soon as possible; Type of i 


Appointment: Two-year fixed-term, renewable. 


| Indicative minimum gross arnual remuneration: Approximately USD H8, 618. with 
| dependants and USD 116,020 without dependants (including post adjustment, subject to 
| change), plus a number of additional benefits where applicable, e.g., education alowancy 


| Signed applications should be mailed to: 


The Chief, Personnel Section - Division of Administration 
International Trade Centre UNCTAD/WTO 
Palais des Nations. CH-1211 Geneva 10, Switzerland 
Or faxed to: 41 22.7300803 


i Applications that are e-mailed will not be considered. 


| Applications from qualified men and. women are egually welcome. The Execu 
| Director reserves the right to appoint a candidate to a level below that which is adverti 
External applicants are requested to complete a United Nations Personal Histo 


Form (P.11) available upon request from ITC or. at local UN offices. Reference to: this 


| vacancy announcement must be made in correspondence. External applicants will 
| contacted only if they are under serious consideration. Deadline for application: 
| 16 March 1998 


Please quote Ref: ITC/VN/2/1998 


United Nations Children’s s ; Fund (UNICEF) - 
Sudan Country Office (SCO), Khartoum - 


Communications Officer - Ref VN-97-25 


The UNICEF SCO in Khartoum seeks a qualified Sudanese National to head its 

Communications Section in Khartoum at NO-D level of its national salary scale. .. 
The incumbent, under the supervision of the Senior Programme Coordinator, ` 
will be guided by the UNICEF Mission Statement and the Convention on the © 
Rights of the Child, 
He/she will be responsible for External Relations, Information EENE 

Management, Advocacy and Programme Communications. Responsibilities of the- 
post cover the continuum from concept and strategy development to the evaluation > 


| of project implementation. - 


| Minimum Requirements: | 
| Advanced university degree in Communication, Journalism, Public. Relations ES 

or other related field, with at least eight years of progressive experience in Jo 
information and communication related to social development at national and | uh 
| international levels. E 
| Five years of these should be in developing countries, with at least two years in a. | - 
| management position. Proven ability to conceptualize, plan and execute ideas as | ^-^ 


well as to transfer knowledge and skills. Expertise in networking, skills in 
negotiation and strategic thinking, and experience in relating these to the mass 


| media and the processes of capacity building of public sector staff, as well as to 
| community-based learning, are key talents we are looking for. Knowledge of 


current theories and practices in marketing for social development purposes is an 


| asset. Ability to work in an international and multi cultural environment. Fluency 
| in English and Arabic (oral and written) is essential. 


Applications: with an updated CV and references should be sent to: Personnel. - 


. Officer, UNICEF SCO, P.O. Box 1358, Khartoum - SUDAN, Fax 00249-11- 
| 471126. (Ps. mention title ard reference of vacancy). 


| Closing date: 22 March 1998 


UNICEF encourages qualified women to apply. Because of. the nu 
| applications expected, acknowledgments will only be sent: to sho 
. candidates under serious consideration. 








Dean 
School of Business & Economics 
Vacancy 926EUK 


The University of Auckland invites nominations and applications for 
the position of Dean of the School of Business and Economics. ...— — 


Auckland is New Zealand's largest and fastest growing city and is 


the country's centre for business and communications. Attractively — 


set on two harbours and with a temperate climate, it offers a wide 
range of sporting, leisure and cultural activities and a relaxed. 
lifestyle. : 


The University of Auckland i is New Alini s largest witha er 
enrolment of 26,000 and a fullrange of degree programmes. It has a 
reputation for excellence in teaching and is the leading research - 
institution in the country. | 


The School of Business and. Economics i is the second largest in the 
University and ona of the fastest growing, with an enrolment exceeding 
5,000. The School is organised into seven departments (accounting 
and finance, commercial law, aconomics, international business, 


ab x management and employment: relations, management science and 


-information systems, and marketing) and offers a comprehensive 
range of undergraduate, graduate and executive degree programmes. 


> o The School attracts excellent academic staff and is highly selective in 
Soe its student intake. It is well placed to strengthen its position as one 


. ofthe leading business schools in Australasia. 
The Dean is the School’ s Chief Executive Officer and is responsible 


7 for the development of its teaéhing and research programmes, the 
~~ planning, budgeting and management of its activities, and the develop- 


ment of its external relations and funding. 

The Dean will be expected to enhance the School's reputation by pro- 
viding strong and creative leadership, expanding relationships with 
the business community, and representing the School effectively both 
within and outside the University. 

Candidates should have excellent academic qualifications and an 
outstanding record of leadership | in academia, business or government. 
information on the School andiUniversity can be obtained from the 
web pages http://www.business.auckland.ac.nz/ 

Further information and Condit! ‘ans of Appointment should be. obtained 


from the Academic Appointments Office, phone 64-9-373 7599 ext 
5789, fax 64-9- 373 7023, email: -appointments@auckland. ac.nz, or from 





- our website: www.auckland ac. nz/appointments/ or from the 
.— Association of Commonwealth Universities, Landon, telephone 


171-382 8572, fax 171-383 0368, email: appts@acu.ac.uk 


If mailing your application three copies must reach the Academic 
Appointments Section, The Uriversity of Auckland, Private Bag 
92019, Auckland, New Zealand, by 16 March 1998. 

Please quote Vacancy N umbi er S26EUK in all correspondence. 
ASSISTANT REGISTRAR, ACA : 








ADEMIC APPOINTMENTS 






: I -New Zealand 


Te Hájvarsity has an equal opportunities 


Wow t olicy i and welcomes applications from all 


of Aucklan lified persons 


| Radio Free Europe/ Radio Liberty, Inc., a private, noi Ad 
profit broadcaster funded by the United States Congress $ - 










| of conditions of service in the 
| relating to mobility and hardship; training, learning and 


| Excellent analytica 1 
| Den Cnt in supervision and management of staff. | 


| in either English or French. | 
| hes language or an official language of the UN | 










and a leading international broadcaster to Central and > 
Eastern Europe and former Soviet Union, seeks an expe- 


]| rienced candidate for the following position: 


Journalist or 


Political/Economic Analyst 


. Ukrainian Broadcast Service 
Requirements: 
* Demonstrated writing & analytical skills 
e Native Ukrainian fluency 
. * Working command of English 
| * Other European languages desirable 
Work location is Prague, Czech Republic 
RFE/RL offers a competitive compensation package. For 
consideration, submit your resume, salary requirements 
and writing sample by March 1, 1998 to: 
Human Resources (JOUBS) 
RFE/RL, Inc. 
Vinohradska 1 
110 00 Prague 1 
Czech Republic 


ES RADIO FREE EUROPE 
& RADIO LIBERTY 














| E] | NATIONS UNIES | 


| The International Civil Service Commission is a subsidiary | 
| organ of the General Assembly with a mandate to regulate | 


] coordinate the conditions of employment of staff of the | 


| organizations of the United Nations family ("the common || 
| system"). Applications are invited for the post of: < | | 


relary ^ of the Commission, | 


| the Paid manages a small team which plans and | 
| executes studies in the area of human resources || 
| Tae cn leading to policy recommendations and || 


alia, the: development of recruitment | 





| polices, standards and procedure; career planning and | 


velopment; performance management; specific 
Field, particularly those 


| development issues; development and maintenance of job | 
| classification standards. | 
i| Requirements: A minimum of 10 years experience in | 
| policy formulation in at least two of the areas of || 
responsibility and a general familiarity with the aiia | 


, negotiation and presentation skil 


vanced university bag in personnel management, : | | 


| business administration or related field. 


uages: Excellent knowledge of, and drafting ability | 
»wledg e of the other |l 


System, an asset. 
emuneration: Net nin $91, 000 to 0 $98, 000 


| allowances ma apply. Apply ll cV ieu | 












Order two or more i Reports and chooses 


ow (oie y your payment method and post to: The Economist i ne Unit, 25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong. Alternatively, you can order by telephone t on 
E (852) 2802 7288/2585 3888, fax on (852) 2802 7638/7720 or by e-mail: hongkong@eiu.com http://www.eiu.com 


id UI Australia 
^P OLI Bangladesh 
oC) Cambodia, Laos 
C1 China, Mongolia 
C3 Hong Kong, Macau 








Africa 

i] Angola 

[] Botswana, Lesotho 

i3 Cameroon, CAR, Chad 

TJ Congo (Brazzaville), 
Sáo Tomé & Principe, 


Guinea-Bissau, Cape Verde 


Er Cóte d'ivotre, Mali 


EI Ethiopia, Eritrea, Somalia, 


Djibouti 


CI Gabon, Equatorial Guinea 


C Ghana 


0 Guinea, Sierra Leone, Liberia 


D] Kenya 


Lj Mauritius, Madagascar, 


Seychelles 
C] Mozambique, Malawi 
L) Namibia, Swaziland 
Ci Niger, Burkina Faso 
(Nigeria 
El Senegal, The Gambia, 
Mauntania 
C] South Africa 
a Tanzania, Comoros 
C3 Togo, Benin 


Li Uganda, Rwanda, Burundi 


iJ Zambia, Democratic 
Republic of Congo 
tt Zimbabwe 


tatin America 
8 the Caribbean 
L3 Argentina 









(3 India, Nepal 

C] Indonesia 

Cl Japan 

ti Malaysia, Brunei 
Li Myanmar (Burma) 
CJ New Zealand 


L1 Bermuda, Bahamas, 
Barbados, Netherlands 
Antilles, Aruba, 

Turks & Caicos islands, 
Cayman Islands 

C) Bolivia 

Ci Brazil 

G Chile 

it Colombia 

C1 Costa Rica 

C1 Cuba, Dominican 
Republic, Haiti, 

Puerto Rico 

[3 Ecuador 

C) Guatemala, El Salvador 

[3 Jamaica, Belize, 
Windward and Leeward 
Islands 

Ü] Mexico 

C3 Nicaragua, Honduras 

[i Panama 

[] Peru 

LJ Trinidad and Tobago, 
Guyana, Suriname. 

L] Uruguay, Paraguay 

C1 Venezuela 


Middle East 

& Narth Africa 
Ci Algeria 

Cj Bahrain, Qatar 
L1 Egypt 


AD 





M Pacific bru Fiji, 
Solomon islands, 
Western Samoa, 
Vanuatu, Tonga, 
New Caledonia 

CQ) Pakistan, Afghanistan 

{2 Papua New Guinea 

Ll Philippines 


Li irag 

[3 Israel, The Occupied 
Territories 

L3 Jordan 

Kuwait 

C3 Lebanon 

[3 Libya 

Morocco 

Oman, Yemen 

Saudi Arabia 

Sudan 

Ci Syria 

[i Tunisia 

C3 United Arab Emirates 


Sood 





North America 
Li Canada 
Ui USA 


Eastern Europe & the 

former Soviet Union 

O Albania 

LJ Azerbaijan 

0 Belarus, Moldova 

CJ Bosnia-Hercegovina, 
Croatia 

Ci Bulgaria 

L3 Czech Republic 
Lithuania 

L1 Georgia, Armenia 

[3 Hungary 

G Kazakhstan 


tion, you will also receive a a FREE x 
pr os CMS basic 


Singapore 
South Korea, 
North Korea 
Sri Lanka 


Kyrgyz Republic, 


' Poland 

Romania 

C1 Russia 

Ci Slovakia 

CI Slovenia 

Li Ukraine 

CJ Uzbekistan 

D Yugoslavia 
(Serbia-Montenegro}, 
Macedonia 


Ga 4] 


Western Europe 

G Austria 

C3 Belgium, Luxembourg 
i] Cyprus, Malta 

C) Denmark, Iceland 
i3 European Union 
C3 Finland 

Cj France 

L] Germany 

L] Greece 

[3 Ireland 

Ci italy 

C] Netherlands 

Ci Norway 

C] Portugal 

Li Spain 

Lj] Sweden 

C Switzerland 

O Turkey 

(7 United Kingdom 





————————| 


Tafkistan, Turkmenistan 
























FREE Country Report subscription 


As a special introduction to Country Reports you can take 
advantage of a unique offer: order two or more Country Repo 
before March 31st 1998, and you will receive one Country iga 
subscription of your choice free. 


Personal details 
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| a | HE nouns s used to describe events in East . 
< A Asiain the past year have been dramatic: _ 
uu turmoil, crisis, collapse. The adjectives, how- 
ever, have been more reassuring: economic, : 
. financial. Such words are little comfort ifyou ~ 
. are among those in South Korea, Thailand or - 
~ elsewhere who are now unemployed, or - 
0 be. But reassurance lies in the fact 
omies recover, financial markets re- _ 
n quite quickly. And the economic ` 
ncial signs are looking rosier, as 
ies begin taking their cures and inves- 
eturn, looking for bargains. However, a 
new adjective i is about to take over, putting 
E that rosiness into considerable doubt. 
< = The new word is political, and its first home is South-East 
\sia’s- most important country: Indonesia. There is now at 
- least an even chance that this nation of almost 200m people 
«will shortly erupt in murderous violence. Already, protests of 
various sorts have broken out, mostly in provincial cities (see 
page 25). Only five people are so far known to have died, but 
: -trouble is spreading as fear of rising food prices, and short- 
. ages, spreads too. So far, the army seems solidly behind the 
government, which itself appears united. But the most worry- 
. ing thing is that President Suharto, who has run the country 
ever since its last episode of bloodshed, in 1965, appears 
- gripped by self-delusion. Determined to protect the business 
. interests of his family and cronies at all costs, this 76-year-old 
is behaving as if his own, and the economy’s, mortality can be 
_ postponed indefinitely. He is testing his neighbours; his fi- 
Kc nanciers andhis people’ s patience. 













































RE Termination, without respect 

< The most immediate sign of this is somewhat technical, at 
- first sight. For several weeks, Mr Suharto and his circle have let 
it be known that their chosen remedy for the Indonesian cur- 
rency's 75% collapse against the dollar in the past year is to re- 
peg it and back a new, much stronger rate with a currency 
board. What that means is that the government would pledge 
to back every rupiah with a dollar at the fixed rate, buying up 
any rupiah that holders want to sell. This works well in Hong 
Kong, and has survived against the odds in Argentina. It has 
the virtue of ruthless clarity, and if the rate held it would re- 
store the solvency of the many Indonesian companies that 

are bankrupt at the current rate. 

Yet that phrase—ruthless clarity—is the key. Currency 
boards work when their governments have the dollar reserves 
needed to make the guarantee credible, which at present In- 

. donesiadoes not. And, mostimportant ofall, they work when 
. thegovernment is strong enough and durable enough to pay 
. any and all the economic prices—a sharp monetary contrac- 
= tion, vastly higher interest rates—that may from time to time 
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riots are breaking 
This week Pre 
central-bank. gov 
scheme-—or, in the« 
nated him with respei 
spite warnings from th 
tary Fund that if the plan g 
withdraw the $43 billion bail-o 
place last autumn. Mr Suharto ha 
entlytold Germany's finance minister 
will reconsider. But his recent habit has b 
to float an idea, endure the storm of protest about it, and tl 
go ahead anyway. And, plainly, he is desperate for a mag 
solution to his country’s woes. — 
So what should outsiders do? With him, it will be said, 
there may be chaos, but without him it will be even worse. The 
first, limited answer is that he must be given no political sup- 
port—otherwise, the risk is that Mr Suharto will be the Shah of 
Iran of the 1990s. The second is that the financial discipline 
imposed on him by his foreign rescuers should be as rut 
lessly clear as his own currency plan: if he goes ahead, the iv 
rescue must be withdrawn, no matter what, along with d 
foreign-government monies that backed it. arr 
The consequences of that could be grave. But the. fuu ' 
may well be bleak anyway. The hope must be that Mr 
Suharto’s army backers will prove less loyal than they now 
seem if violence spreads and if such financial discipline is - 
imposed. The army has a special place in Indonesian life; - 
there are even seats reserved for officers in the country's par- : 
liament. Though the army can be brutal and corrupt, it is 
probably the most reliable institution remaining in the coun- 
try, and is thus best-placed to begin the process of change— 
even towards democracy. : 
The biggest mistake would be to under-estimate Indone- 
sia’s importance. Already, Asia’s most senior statesmen are 
issuing dark warnings about the tragedy they see emerging in — 
this complex, mostly Muslim, country, whose 13,677 islands - 
envelop the region. They fear millions of Indonesian refugees : - 
turning upon their shores. They fear, most of all, that thechief 
victims of the violence will be the ethnic Chinese who make. . 
up 3% of the population but own much ofthe wealth, and that 
this would put pressure on them and, most important of all, 
on China itself, to respond in some way. And, even if they are 
sanguine about some of those consequences, they know that 
an explosion in Indonesia will bring on a new, darker p 
of Asia's economic crisis—which could in turn n bring p 
change elsewhere. 
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To decertify, or not? 


There are better ways for the United States to battle against drugs 


Y THE end of this month, the president of the United 

States will certify—or "decertify"—to Congress sundry 
countries around the world as reliable allies in his country’s 
war on drugs. One might think he had a bigger war to worry 
about this month, but the choice is not his: it is American law. 
And far more Americans have been and are being killed by 
heroin and cocaine than are immediately at risk over Iraq. 
But will Bill Clinton’s naming of foreign names help to win 
America’s drug war? Very probably not. Will it anger coun- 
tries that are America’s allies both in that war and in other 
respects? Quite certainly yes. 

The regions most concerned in this process are Latin 
America and the Caribbean. The countries there that look 
most at risk of decertification are Peru and Bolivia, which 
grow coca; Colombia and Mexico, which process it and pass 
it and other drugs north: and various bits of the Caribbean 
and Central America that are used mainly as way-stations by 
the traffickers, In practice, the list is shorter than that: Mr Clin- 
ton's decisions will be closely scrutinised in Congress, but no 
one can stop him turning a blind eye to what he does not 
choose to see, and he can always apply a waiver in the name 
of that useful catch-all, “national security". 

This year, for instance, there are people on Capitol Hill 
who want Mexico decertified; but that, even if it were fair, 
would be hugely embarrassing. The United States has issues 
enough already with its neighbour and partner in the North 
American Free-Trade Agreement (NAFTA). Haiti is awash with 
drugs; but that is the country to which Mr Clinton restored 
the joys of democracy. With a bit of propaganda, more than 
one Central American country could be made to look like a 





drug warehouse; and probably would be, if it were politically 
convenient, but happily it isn’t. In practice, the list of Latin 
American delinquents may come down to just one, Colom- 
bia; and even it can still hope for a waiver. 

So why do nearly all Latin Americans object? They do not 
deny the United States’ right to fight its war; they do resent its 
sitting in self-appointed judgment over them like a school- 
master over rows of inky boys. One with a cane, at that. For 
decertification goes beyond naming names: it can bring re- 
fusal of visas, loss of financial aid, at worst blockage of com- 
merce. And though Colombia, decertified in 1996 and 1997, 
has in fact not suffered much, dislike of the big stick in a 
Yanqui hand is still alive among Latin Americans. Not least, 
they ask why all the blame, and the cost, of America’s drug 
problem should be cast on them. That is only half-true: Mr 
Clinton has just approved a $17 billion anti-drug strategy for 
fiscal 1999, and there is a new readiness to accept that drug- 
using countries are open to blame. Yet, relative to size and 
wealth, Colombia spends more in cash—let alone chaos and 
lives—fighting drugs than the United States does. 


A better way 


There is a better way: Latin American countries have pro- 
posed that the Organisation of American States look collec- 
tively at each member's anti-drug policies. Mr Clinton's offi- 
cials are open to this, but fear that pushing for it in Congress 
would let loose hard-liners who want more stick-waving and 
head-cracking, not less. That is a risk the president should 
take. The war on drugs cannot be won. But—if war is thought 
the way to go—it can be fought more sensibly. 





Nigeria does it again 


But there is little hope for a stable West Africa without a democratic Nigeria 


M Africa’s new imperialists. The military thugs who 
overthrew Sierra Leone’s elected government in May 
last year were clearly not going to leave power this April as 
they had agreed, so Nigeria has just taken it upon itself to 
crush them. It was Nigerians, too, who led the forces that last 
year restored elected government to Liberia—after six years of 
bloody chaos. As West Africa’s biggest and richest power, Ni- 
geria has taken a proprietorial interest in its neighbourhood. 
That was inevitable. No one else was so inclined. After the 
disasters in Somalia and Rwanda, no western government 
was prepared to send troops to the region. Nothing wrong, 
then, with a little Nigerian-imposed law and order? There 
would not be, if Nigeria’s motives were benign. But there are 
strong reasons to be sceptical. 

Nigeria’s military leader, General Sani Abacha, ordered 
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his troops to boot out the junta in Sierra Leone without a 
mandate from the United Nations and without telling its sec- 
retary-general of his intentions, as he had promised (see page 
46). He even failed to inform other West African governments 
who had troops in the country as part of the Nigerian-domi- 
nated West African peacekeeping force. What will the Nigeri- 
ans do now? Will they depart, once they have restored Sierra 
Leone's elected leader, Ahmad Tejan Kabbah? Or will they 
stay on, uninvited, and turn their attentions to the country's 
diamond mines? The precedents are not good. They started 
digging up diamonds after the fighting in Liberia. Elsewhere 
Nigeria has been downright aggressive: in 1994 it invaded 
Cameroon, its eastern neighbour, and still occupies a chunk 
of oil-rich territory there. 

After chasing out the military regime in Sierra Leone, Ni- 
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geria is trying to portray itself as guardian angel of the block. It 
would look more convincing in that role if its own military 
government had not made such a mess of things at home. In 
their 14 years of power, Nigeria’s military rulers have fouled 
up the country’s politics and wrecked the economy. Rule of 
law is spurned. Human rights are abused. When a prominent 
writer and activist, Ken Saro-Wiwa, and eight others were 
hanged in 1995, western governments imposed limited sanc- 
tions and cold-shouldered Nigeria. Yet General Abacha has 
ignored demands that he release political prisoners, restore 
the rule of law and allow basic democratic freedoms. 


Hold the applause 


Nigeria could be a force for stability in a region where per- 
haps as many as 200m people are dependent on it either po- 
litically or economically. Instead, Nigeria’s own stability 
hangs by a fraying thread. This week General Abacha’s former 
deputy head of state and 25 others go on trial for treason. 
There is discontent in the army. In less than six months there 
is supposed to be a presidential election, and three months 
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later a handover to civilian rule. Yet the process is deeply 
flawed. There is no effective constitution. Political parties, 
handpicked by General Abacha, are calling for him to stand 
as their candidate. He has yet to say what he intends to do. 

Leverage on Nigeria’s military rulers is limited. Foreign 
journalists are kept out, so news about abuses of power is 
scarce. There is no united, democratic movement inside Nige- 
ria for outsiders to support. Meanwhile, Nigeria’s rulers are 
protected by the country’s oil revenues; the United States will 
not contemplate oil sanctions, which would hurt, because 
about 8% of its oil imports come from Nigeria. 

Yet pressure could be more consistent. Travel restrictions 
on officials are applied half-heartedly. France has breached 
sports sanctions by allowing Nigeria to play in the football 
World Cup. The message of condemnation could be got 
across more directly by freezing the foreign bank accounts of 
Nigeria’s military rulers. Meanwhile General Abacha is seek- 
ing plaudits for his actions in Sierra Leone. He should not get 
them. Until Nigeria puts its own house in order, all of West 
Africa is at risk. 





The price of peace in Ulster 


It is too soon to despair of the idea of persuading the IRA to sign up 


to a peace settlement 


ILL the search for peace in Northern Ireland be a case 

of so near and yet so far? For some months the outlines 
of a peace settlement have been tantalisingly clear. The big- 
gest Protestant and Catholic paramilitary groups had de- 
clared ceasefires. Along with the largest political parties com- 
mitted to constitutional politics, they were engaged in peace 
talks. The British and Irish governments have already made 
clear the basic elements ofa settlement: Northern Ireland will 
remain part of the United Kingdom for the forseeable future, 
but there will be new constitutional arrangements 
formalising links between North and South, and setting up a 
local assembly. The golden hope was that the assorted politi- 
cians and paramilitaries would agree upon and jointly en- 
dorse a settlement. There would then be referendums in both 
northern and southern Ireland, as early as this May, endors- 
ing the plan. And a bloody 28-year-old conflict would end. 

It was never likely that things would go quite this 
smoothly. But two recent murders, apparently by the 1RA, 
have now provoked a crisis that threatens the whole process 
(see page 57). Since all parties to the talks are meant to have 
signed upto the Mitchell principles, committing them to pur- 
sue a settlement by exclusively peaceful means, the British 
and Irish governments had little choice but to suspend Sinn 
Fein. Any other approach raises the prospect that killing will 
simply become another negotiating tactic. But the suspen- 
sion raises a real risk that the IRA will formally end its 
ceasefire. The dismal cycle of bombings and killings in North- 
ern Ireland would then resume—or, more accurately, inten- 
sify, since even the period of ceasefire has been punctuated by 
paramilitary murders. 

Those who were always unhappy about talking to terror- 
ists will now seize the opportunity to argue that attempting to 
rope the IRA into the peace process was a mistake. But exclud- 
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ing Sinn Fein for good, rather than merely suspending it until 
the killings stop again, would be the real blunder. The fact of 
two IRA ceasefires, and the desperate desire of Sinn Fein to 
keep their place at the negotiating table, demonstrates that 
there is a strong strand within the movement that does see the 
point of pursuing a political settlement—a settlement which 
it is now clear will fall well short of their traditional goal of a 
united Ireland. It is too soon to give up on the idea of reconcil- 
ing the IRA to peace on those terms. 


Out, out, out? 


Unionists will complain that holding open the prospect that 
Sinn Fein can soon rejoin the talks makes a nonsense of the 
principles of non-violence. But though a test will have to be 
set before Sinn Fein can be readmitted, it should not at this 
stage be impossibly stiff. Getting talks started has already in- 
volved uncomfortable compromises, and keeping them go- 
ing will continue to involve compromise. And a short dead- 
line for the talks imposes a desirable focus and urgency that a 
long suspension would destroy. So, with the May deadline for 
the end of the talks looming, it would make more sense to 
settle for a reaffirmation of the IRA ceasefire, backed up by a 
genuine cessation of violence on the streets over the next 
month. Ifthings go wrong after that, the two governments will 
risk looking like dupes. But that is a risk worth taking, to pre- 
serve the chance that the bulk of the IRA may yet sign up to a 
settlement. 

Those who reject the compromises involved in such an 
approach should consider the alternatives. Broadly speaking, 
there are four ways of trying to end Northern Ireland's con- 
flict. The first is to treat terrorism as simply a security prob- 
lem. The second is to try to reach a new political settlement, 
but to confine talks only to those political parties that have no 
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connection to violence. Combinations of these two ap- 
proaches have been tried repeatedly since the onset of the 
Troubles in 1969, and have failed repeatedly. Despite the 
IRA's bloody record, Sinn Fein has the support of over 16% of 
Northern Ireland’s voters. That is too big a popular base for it 
to make sense to treat the TRA as simply a criminal gang. 
Approach number three is to try to reach a political settle- 
ment that involves all political parties, including those with 
connections to terrorism. Approach four would be for the 
British and Irish governments to draw up a blueprint them- 
selves and then to appeal over the heads of the political par- 
ties, by staging referendums north and south of the border. It 


is option three that has formed the basis of the current initia- 
tive; and option four is clearly being held in reserve. 

There are a great many things that could now go wrong. 
The 1RA and the Protestant “loyalist” terrorists could return 
Northern Ireland to sectarian mayhem; the parties still left at 
the talks could fall out so badly that a referendum becomes 
impossible; a referendum could be staged and lost. Add all 
those possibilities together and you get a probability that this 
latest attempt to bring peace to Northern Ireland will fail. But 
the current initiative still represents the best chance for 
years—and the hopes for peace will be all the stronger if Sinn 
Fein are eventually allowed back to the table. 





Tests for television 


Vigilance is required against monopolists, but the need is greater 


in American cable than British satellite TV 


66 I STRONGLY oppose regulation,” growled John 
McCain, the Republican who chairs America’s Senate 
Commerce Committee, as hewrestled last week with a bill to 
encourage competition in cable television, “but I don’t op- 
pose regulation as much as ! oppose unregulated monopo- 
lies.” America and Europe are currently struggling with the 
same problem, in different forms: while Mr McCain battles to 
ensure that there is some real competition for cable as Amer- 
ica moves into the digital-Tv age, the European Union is 
thinking about blocking the moves of a powerful satellite 
broadcaster which threatens to dominate the digital-Tv mar- 
ket in Britain. The principles which need to be applied are the 
same; but the answers that should emerge are different. 

The power of the cable companies has worried America’s 
governments for years, and the regulatory frameworks ap- 
plied to them have been drawn tighter, and relaxed, depend- 
ing on the political climate. Since the Telecommunications 
Deregulation Act of 1996, the regime has been a loose one; 
and the consequence has been rocketing cable prices. Now 
the regulator, the Federal Communications Commission, is 
threatening to reimpose tightcontrols; and has prevented the 
cable companies from buying spectrum and thus moving 
into wireless telecoms in their local markets. 

In Britain, the bogey is satellite—and the usual media 
baron. Rupert Murdoch is the biggest shareholder in BSkys, 
which dominates pay-television. The company controls both 
the main sources of programming and the main distribution 
channel. Cable companies have lagged way behind. Now 
BSkyB wants to launch digital satellite channels through Brit- 
ish Interactive Broadcasting (BIB), a joint venture with BT, 
Britain's telecoms giant, Midland Bank and Matsushita, Ja- 
pan's top consumer-electronics company. Although Oftel, the 
British regulator, has agreed to this deal, the Eu has called it in 
for review and is considering blocking it. 


The last resort 


Cable's advantage in America, and satellite's in Britain, stem 
from what the regulators call “first-mover advantage": they 
got there first. Certainly, both dominate their respective mar- 
kets. But imposing price controls, or blocking a company 
from entering a market, must be regulatory moves of last re- 
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sort. Before imposing them, regulators must be sure that com- 
petition is not a sufficient restraint. 

In America, competition, at the moment, is not enough. 
The big hope was that it would come from digital television 
distributed by satellite. But it has not, largely because Ameri- 
cans like local programming; for technical and legal reasons 
satellite cannot rebroadcast local signals. Those problems 
may be solved: the satellite companies may overcome the 
technical hurdles, and Mr McCain's bill is designed to solve 
the legal ones. But if these measures fail to promote compe- 
tition, cable will probably need to be re-regulated. 

The issue in Britain is a closer one. BSkyB's dominance is 
not just the result of getting in first; the competition was also 
fragmented and incompetent. Now, the company is begin- 
ning to lose its lead. Profits have shrunk, the share price has 
collapsed and cable is winning more new subscribers than 
satellite. That is why BSkyB wants to embark on digital televi- 
sion before anybody else; and also why it is so keen on a joint 
venture, in which its partners put up the cash to subsidise the 
set-top boxes to decode digital signals. Once its boxes are in 
every house, BSkyB hopes, it will have a new first-mover ad- 
vantage. That is exactly what worries the commission. So the 
question is: will there be real competition to BIB? 

The answer, probably, is yes. The law already requires BIB 
to give satellite programmers who want to compete with 
BSkyB access to the set-top box on "fair, reasonable and non- 
discriminatory" terms. It is up to Oftel to decide what that 
means. And there is nothing to stop cable firms from selling 
their own subsidised boxes, with their own packages of chan- 
nels. Also cable, on which messages can whizz back and forth, 
is far better-suited than satellite to the interactive age. 

However, while the regulators should not smother BIB, 
they should regard it with suspicion. Nobody should be in 
any doubt that BSkyB, given halfa chance, would monopolise 
the digital-Tv market the way cable monopolises pay-rv in 
America. It is the job ofthe regulators to apply whatever extra 
vigilance is necessary to prevent it from doing so. That means 
regarding it as dominant, from which flows a special set of 
restrictions on its activities. But, for the moment, it does not 
deserve as strict a regime as the American cable companies. 
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A better way to fly 


All over the world, railways are reviving thanks to technology, deregulation 
and road congestion. Another day of the train may be dawning 


HE MLX-01 magnetically levitated train 

makes a low banshee wail as it hurtles at 
nearly 350mph (560kph) along a test track 
near Tokyo. It is the sound of renewed con- 
fidence in the future of railways. At the end 
of last year, the Japanese test vehicle broke 
one speed record after another, going faster 
than any train has ever gone before. Not 
since the 1930s, when the Orient Express 
thundered across Europe and the Zephyr 
criss-crossed the United States, have rail- 
ways seemed so glamorous. After years of 
decline, as car and airliner relentlessly ad- 
vanced, high-speed trains are fighting back. 

Both the Japanese and the German gov- 
ernments are investing huge sums in mag- 
netic levitation, which uses high-powered 
magnets and linear-induction motors to 
lift, guide and propel trains on a cushion of 
air along a concrete track. After trials 
stretching over three decades, a “maglev” 
train is tantalisingly near to full-scale com- 
mercial operation. The construction of a 
250mph maglev link between Hamburg 
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and Berlin, which will cost DM9.8 billion 
($5.4 billion) but will cut the time of a jour- 
ney to under an hour, is due to begin in 
1999. Commercial operations are expected 
to start in 2005. The Japanese government, 
beset though it is by financial problems, is 
also likely to decide next year whether to 
back an ¥8 trillion ($60 billion) maglev 
track between Tokyo and Osaka. 

Magnetic levitation is the most radical 
advance in rail technology since the days of 
Stephenson’s Rocket nearly 200 years ago— 
but ordinary trains have also begun to go 
much faster. High-speed trains using con- 
ventional steel wheels on steel rail are no 
longer a rarity. Twelve countries have pass- 
enger trains operating at average speeds of 
more than 125mph. Another 16 new high- 
speed railways are under development 
from Australia and Korea to Sweden and 
the United States. A European consortium 
led by Siemens and Gec Alsthom, an An- 
glo-French group, has just been awarded a 
contract to build a $13.4 billion high-speed 





line in Taiwan. And journey times in Eu- 
rope are being dramatically cut by special 
high-speed tracks that have spread like ten- 
tacles across the continent (see chart 1). 

The French Train a Grande Vitesse 
(rGv), with its cruising speed of 185mph, 
has cut the journey between Paris and Brus- 
sels to 85 minutes, a saving of more than 
half an hour. Spain’s Alta Velocidad Espa- 
nol (AVE) express does the 294 miles from 
Madrid to Seville in just over two hours, at 
an average speed of 131mph. Germany’s In- 
ter-City Express (ICE) trains zip from Got- 
tingen to Hanover in 28 minutes at an aver- 
age of 125mph. In Italy, dedicated high- 
speed track is being built from Rome to 
Naples and from Florence to Bologna. The 
fast rail-link from London to the Channel 
was planned to open, in 2003; the original 
contractor, London and Continental Rail- 
ways, has run into well-publicised finan- 
cial difficulty. But, if or when the link is 
eventually completed, the journey from 
London to Paris will take only two hours 
and 20 minutes, 40 minutes less than now. 

Even quicker journeys lie ahead. Japa- 
nese and French engineers are racing to de- 
velop an ultra-fast train that can cruise at 
225mph. Jean-Claude Raoul, technical di- 
rector of GEc Alsthom, predicts that speeds 
of 300mph will be commonplace on con- 
ventional railways in the 21st century. 


The rival that lost its glamour 


New technology is not the only reason for 
renewed confidence in the future of rail 
travel. Investment in railways around the 
world is growing because governments ac- 
cept that the car, the train’s chief competi- 
tor, is running out of space. Congestion and 
pollution in many countries are now so 
bad that politicians are obliged to restrain 
road traffic either by price or by regulation. 
The economic balance, so long tilted 
against rail, is beginning to shift. 

Half of all American expressways slow 
to a crawl during rush hours every day. 
More than 100m Americans live in cities 
where vehicle emissions regularly exceed 
federal health standards. As urban and in- 


Bonjour vitesse 
High-speed-only lines in Europe, miles 


Belgium Q 
Britain | 
Source: Gibb Rail 
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more countries are seeking to-restrain the 


‘with electronic road-pricing systems, Regu- 
-lation to restrain both car and lorry traffic 
is also increasing. 

Many Italian cities exclude cars from 
their central areas. France prohibits heavy 
vehicles on motorways on Sundays. Swit- 
© zerland has banned all lormes over 28 

. tonnes from crossing the Alps. By 2004, all 
through-freight across the Swiss Alps will 
have to be carried by rail. EversLos Angeles, 
the temple of the motor car, has begun to 
invest in light and heavy rail. 

This shift in the relative merits of differ- 

.. ent means of transport is aided by a long- 
overdue move towards the deregulation of 
. national railways. Since the privatisation 
_ of Japan National Railways in1985, and its 
-split into six separate companies, jobs have 
been drastically cut and passenger num- 
- bers have increased by more than a quarter 
on the shinkansen high-speed lines. Al- 
. though Japan's railways are still saddled 
. with huge debts, the three main shinkansen 
- operators, jR Central, JR East and JR West, 
all make operating profits sufficient to 
. meet the interest costs of their lines. 

. . In Britain, rail subsidies of £2 billion 
($3.3 billion) a year before privatisation are 
- set to be halved within seven years despite 
- heavy new investment in track and new 
- trains. One industry estimate suggests that 
J by 2012 the 26 private passenger franchises 
into which the industry was split will be 
- making net repayments to the government. 
In the United States, deregulation has led to 
- the renaissance of profitable rail-freight op- 

- erations. In Sweden, the split between track 

and rail operations has allowed the rail- 
'Ways to concentrate on improving passen- 
ger services. Swedish Railways has a dis- 
tinct advantage because transport taxes are 
based on environmental costs, such as pol- 
lution and noise, thus strengthening rail's 
competitive position against road and air. 

Innovation, congestion and privatisa- 
. tion have transformed the prospects for 
` railways. For journeys of between 100 and 
. 400 miles, rail is now usuallyquicker than 
== either air or road from city eentre to city 
<> centre, if access times are taken into ac- 
count. High-speed rail is also more reliable, 
©. more energy-efficient, more comfortable 

and arguably safer than any competing 
=. mode of transport (see charts 2 and 3). 

^. The success of Japan's shinkansen is 

; proof that modern railways can compete 
effectively on routes linking major cities. In 
the: 34 years since the shinkansen began op- 
- erations between Tokyo and Osaka, a dis- 
- tance of 312 miles, the line hascarried more 
than 3 billion people with clockwork punc- 
tuality. Even allowing for d | 
snow, rain and earthqua ces, the average de- 
viation from schedule is only 36 seconds 
per train. At peak hours, 11 trains depart in 
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use of cars by levying road-user charges 






















































each direction, carrying a total of 368,000 
passengers a day. To cope with demand, 
there are now plans to raise this rush-hour 


frequency to one train every four minutes. 


The new Series-300 train, which cruises at 
170mph, has clipped the time to Osaka by 
15 minutes, to 2/2 hours. 

Another innovation is the introduction 
of double-deck high-speed trains, which 
carry. 500-800 passengers, a third more 
than normal. Transmission-based signal- 
ling, enabling train operations to be con- 
trolled. from the cab instead of from the 
track, has also delivered improvements in 
productivity. There are now six times as 
many trains from Tokyo to Osaka as there 
are airline departures. The single train fare 
is ¥14,720, ¥1,000 less than the normal air 
fare. All this has helped to increase rail's 
share of the market to 84%. 

This exceptional performance is made 
possible by an army of 3,000 workers who 
carry out essential maintenance after rail 
operations close down at night. The safety 
record is exemplary. Not a single passenger 
has been killed on any express line in Japan 
since the shinkansen operations began in 
1964. If the hundreds of millions who 
travel on these express lines each year 
switched to car travel, it is estimated that 
there would be at least 1,800 extra deaths 
and 10,000 serious injuries each year. 

The shinkansen' s performance is so 
good that it makes one wonder whether the 
maglev will be a mere luxury. If ordinary 
high-speed trains can be made to travel at 
200mph, what is the point of spending 
huge sums on experimental technology 
that offers little gain in speed? The current 
conventional train-speed record is held by 
a French rGv doing 322mph. But Japanese 
experts say that this would not be reproduc- 
ible in commercial operations; they point 








rent fastest domes service is that ‘pro 
vided by jr West's Series-500 train between 
Hiroshima and Kokura at 164mph. 
High-speed conventional trains, more- 
over, face problems as they push speeds 
higher and higher. The maglev is less af- 
fected because it is so much quieter. Propel- 
ling heavy surface vehicles at the speed of 


aircraft through populated areas creates in- 


tense pressure waves. The impact of the 
shinkansen travelling at high speed is so in- 
tense that sonic booms are triggered off as 
they enter tunnels. That has meant fitting 
cowls at tunnel entrances in an effort to 
limit the disturbance. The shinkansen 
trains, even at their present speeds, have to 
be expensively pressurised to prevent dam- 
age to passengers’ eardrums. Early exam- 
ples of unpressurised coaches caused a 
number of unhappy side-effects, including 
several cases of exploding lavatories. 


Sip as you lean 


The huge cost of building new high-speed 
railways, plus the environmental worries, 
have led to a search for a cheaper way of 
shortening journey times. The most prom- 
ising development is tilt. This allows trains 
to run up to a third faster on old track by 
using suspension systems that lean into 
bends. Gyroscopes and accelerometers are 
used to give advance warning of curves, 
thus ensuring a smooth ride for passengers. 
Tilt technology, to be sure, got off to a 
disastrous start in 1981. That was when Brit- 
ish Rail (BR), Britain's old nationalised rail- 
way, had to withdraw its so-called Ad- 
vanced Passenger Train after only three 
days of scheduled services. Passengers had 
complained of feeling sick, and there were 


many technical hitches with brakes and the 


state-of-the-art suspension. Since that un- 
happy debut, however, the technology has 
developed to a point where tilt trains are 
now being operated throughout Europe. 

A recent four-hour journey from Milan 
to Basle on a Pendolino tilting train built 
by Fiat Ferroviaria proved exceptionally 
smooth. At lunch, the wine hardly moved 
in the glass as the train snaked through the 
Alps at speeds up to 30% faster than a nor- 
mal train. The Pendolino operates in Ger- 
many, Finland, Switzerland, Spain, Portu- 
gal and the Czech Republic. In Britain, 
Virgin is spending nearly £1 billion on a 
140mph fleet of tilting trains that will cut 
the journey time from London to Glasgow . 
by more than a third. The trains will be run 
under a risk-sharing agreement with the 
manufacturers and Railtrack, with reve- 
nues dependent on performance. 

in Sweden, the introduction of Ad- 
tranz's X2000 tilting train has cut the 285- 
mile journey from Stockholm to Gothen- 
burg by nearly a quarter and lifted rail's 
share of the market compared with air 
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— from 41% to 55%. In ‘the United States, A 


- its Washington-New York-Boston route. 
-. When they go into. operation next year, 
journey times should be cut from eight to 
nearer five hours rance, the cham- 
pion of high-spe .on dedicated 
. track, is now testi 0 use on both its 
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/. €ostabout$24m, roughly aid more han 
a the e price of: a conventional train. 












of subsidies past 


se for investment, a more cost-conscious 
proach will have to be adopted. The old 
mage of railways as a devourer of govern- 





~ despite their new high-tech image. France's 
> government has had to takeover FFr125 bil- 
lion ($20.5 billion) of debts of the state- 
- owned railway. Italy's nationalised railway 
> is currently in a financial crisis, losing 4 
"trillion lire ($2.2 billion) a year. Europe's 
railways as a whole swallowed 25 billion 
. ecus ($31 billion) a year in subsidies in 
.- 1990-94. Continuing rows over the ¥37 tril- 
. lion debts amassed by Japan's railways in 
their state-owned days continue to dog the 
new privatised companies. 
| Privatisation sharpens the contrast be- 
tween profitable inter-city express trains 
and loss-making rural and suburban ones. 
Special high-speed lines built along corri- 
do rs between cities with big populations 
can certainly make operational profits: 
| France with its TGv and Japan with its 
shinkansen have shown that. But for such 
| projects to go ahead some degree of govern- 
"ment investment is needed. The financial 
` troubles of Britain's plan for a high-speed 
- line from London to the Channel is evi- 
dence of that. Having watched losses soar 
on the Channel Tunnel project, the private 
sector is rightly wary of handling huge 
infrastructure projects on its own. 

Even more awkward are suburban 
commuter lines, with their large peak-hour 
flows.Over 200 new urban rail lines are un- 
der construction around the world, but 
most are wholly government-financed. 
Few such routes can exist without subsi- 
dies. A notable exception is Hong Kong's 
mass transit railway, which runs 34 trains 
an hour on a single track and moves 25m 
people daily. It makes profits of more than 
£100m a year. For most commuter oper- 
ators, such figures remain a dream. The 
. high cost of running peak-hour services, 
and the obligation to run trains at anti-so- 
cial hours to isolated communities, make 
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~ trak has ordered 150mph tilting trains. for 
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ments are to be convinced of the 


nent subsidy will not be easy to shake off, 





| profits hard to achieve whatever the fares. 
Another difficulty for modern railways. 


is freight traffic. The speed, flexibility and 
economy of road transport have caused a 
precipitous decline in rail freight across the 
world. In Britain, rail's share of freight traf- 
fic has declined from 42% in 1952 to only 
6% today. In continental Europe, rail lost 


half its 32% share of the freight market be- 


tween 1970 and 1994. In Japan, rail's share 
of freight has dropped from 50% in 1955 to 
less than 5%. 

There are at last, however, some signs of 
a revival as rail modernises and deregu- 
lates. Freight trains may be slow and inflex- 
ible, but they are capable of carrying huge 
loads. Australia holds the world record, 
with some privately operated mineral 
trains exceeding 25,000 tonnes, the equiva- 
lent of 500 heavy lorries. Chris Green, a for- 
mer senior manager of BR and now direc- 
tor of Gibb Rail, a transport consultancy, 
predicts that long-distance rail freight will 


be “the awakening transport giant of the | 


21st century”. He notes that American rail- 
roads are already jammed with mile-long 
freight trains travelling between the Atlan- 
tic and the Pacific. 

The key to unlocking Europe's rail- 
freight potential lies in co-ordinating its 
Byzantine network of 30 national railways, 
each with its own standards, fare structure 
and regulations. So serious are these hur- 
dles that it takes six days for a rail-freight 
wagon to get to Milan from London, twice 
as long as a heavy lorry. The average speed 
of rail freight on this route, because of hold- 
ups at frontiers, customs inspections and 
the like, is barely 9mph. The European 
Commission has issued a directive requir- 
ing common standards, which promises 
deliverance from such nonsense. 

Ed Burkhardt, chairman of English, 
Welsh & Scottish Railway, the company 
that has taken over the privatised freight 





Well, it seemed a Rocket then 


justed to reflect environmental and oth 
costs. One heavy lorry, with its weight di 

















































"Rail I freight may revive neigh S 
tury; but it will not prosper against its road 
competitors until prices are properly ad. 


tributed over five axles, does as much dam- 
age to the road surface as 10,000 cars, at=: 
cording to a study published by the Adam 
Smith Institute, a right-wing think-tank. | 
One reason why European, and in pal . 
icular British, motorways are continually 
having to be repaired is the damage cause 
by super-heavy traffic. The proposed intr 
cuction of 44-tonne lorries in Britain 
likely to require another £1 billion-2 billion 
for stronger bridges. Sweden and New Zea 
land charge vehicles according to the dam- 
age they cause. The sooner other countries 
follow their example and base transport 
taxation on total costs, the sooner rail 
freight will be able to compete. E 
In the passenger market, railways. fie : 
stiff competition from both cars and cheap . 
air travel. But, as Japan has shown, and Eu- 
rope is starting to, high-speed railways can < 
be profitable. For most inter-city journeys 
of more than two hours and less than fiv 
rail has the competitive edge in safety 
ability and speed over both aircraft 
cars. As passenger numbers increase 
better marketing and customer-frie 
services, even the hurdle of cost should sta 
to fall.So long as they continue to innovat 
and governments to deregulate, railwa 
have nothing to fear from the futures: 
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Economist 


Into the lion's den 








Kofi Annan, the United Na- 
tions secretary-general, is to 
travel to Baghdad after meet- 
ing the five permanent mem- 
bers of the Security Council 
in an attempt to avert mili- 
tary action in the crisis with 
Iraq. He said he had a reason- 
able chance of a diplomatic 
solution, but the Americans, 
whose military forces contin- 
ued to gather in the Gulf, 
were sceptical that a credible 
deal could be done with Iraq 
that would allow UN weap- 
ons inspections to continue. 


The Nigerian-led intervention 
force in Sierra Leone evicted 
the military junta from the 
capital, Freetown. Fighting 
continued elsewhere in the 
country. The UN brought in 
emergency aid. 


An inquiry in Israel cleared 
Binyamin Netanyahu, the 
prime minister, of respon- 
sibility for an assassination 
attempt on a Hamas leader 
in Jordan. 


The Zambian government 
charged a former president, 
Kenneth Kaunda, with with- 
holding information about a 
failed coup last October. 


Rumbling on 


Two close associates of Presi- 
dent Clinton—Leon Panetta, à 
former White House chief of 
staff, and Mike McCurry, the 
current press secretary— 
mused to the press that there 
might be more to the Mon- 
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ica Lewinsky scandal than 
could easily be explained. 
This set off speculation that 
the White House was prepar- 
ing itself for more bad news. 


Mr Clinton’s lawyers moved 
to dismiss the sexual-harass- 
ment suit bought against him 
by Paula Jones, arguing that 
she had not proved she had 
suffered career harm or seri- 
ous emotional distress. 


The National Centre for 
Health Statistics reported that 
births to Hispanics in the 

| United States reached a 
record, 18% of all births, in 


1995. 


The Cuban government be- 
gan releasing some of 270 po- 
litical prisoners listed by the 

| Vatican. It said 106 were al- 
ready free. But 70 "counter- 
revolutionaries" would stay 
inside, in the name of “na- 
tional security". 


In Mexico, Manuel Cama- 
cho, who expected to be 
picked as the ruling PRI par- 
ty's presidential candidate in 
1994, and wasn't, launched a 
new party. He wants the op- 
position parties to unite for 
the elections of 2000, be- 
hind—well, guess whom. 


In Paraguay, friends 
launched the presidential 


campaign of General Lino 
Oviedo, official candidate of 
the Colorado party. 

The general was regrettably 
absent; President Juan 
Wasmosy—also a Colorado— 
has him under arrest. 


Strained talks 


Participants in the Northern 
Ireland peace talks met in 
Dublin. But the meeting was 
dominated by attempts by 
the British and Irish govern- 
ments to expel Sinn Fein, the 
IRA's political wing, from the 

| talks, after police said the IRA 
had been responsible for two 
killings in Belfast. 





| 
| 
| 
| 





Glafkos Clerides narrowly 
won re-election as president 
of the Greek-inhabited part of 
Cyprus. 


Two Serbs became the first 
alleged war criminals from 
Bosnia’s Serb Republic to sur- 
render for trial by the war 
crimes tribunal at The 
Hague. 


Some 140,000 French field- | 
sportsmen demonstrated in | 
Paris against European 
Union directives that restrict 
their rights to shoot and 
hunt wild game. 


Denmark's minority govern- 
ment called a general election 
for March 11th. 


A Turkish prosecutor or- 
dered the arrest of 57 top peo- 
ple in the Peoples Democracy 
Party, a legal Kurdish party, 
accusing them of links to sep- 
aratist rebels. 


Russia and the IMF agreed 

on an economic plan for 

1998 and on a one-year exten- 
sion of a loan programme. | 
But the Fund said it would 
stop lending to Hungary be- 
cause its economy no longer 
needs outside help. 


The European Court of Jus- 
tice ruled that the partner ofa | 
lesbian who works for a Brit- | 
ish railway company is not 
entitled to travel benefits 
extended to spouses and het- 
erosexual partners. 





POLITICS THIS WEEK 


Germany’ biggest public- 
sector trade union copied its 
counterparts in France and 
Italy by demanding a shorter 
working week. 


Baiting the Fund 


Debt-ridden Indonesia con- 
tinued to alarm the IMF, its 
would-be rescuer, by consid- 
ering a proposal to peg its de- 
clining currency against the 
American dollar, instead of 
allowing it to float. The gover- 
nor of the central bank, who 
was believed to oppose the 
plan, was sacked. B.J. Habibie, 
a minister who favours costly 
State projects, was in line to 
become vice-president and 
President Suharto’s likely suc- 
cessor. Amid growing unrest 
as a result of food shortages, 
attacks were reported on Chi- 
nese shopkeepers. 


An Airbus belonging to Tai- 
wan’s China Airlines crashed 
near Taipei’s main airport, 


| killing 196 passengers and 


crew members, and seven 
people on the ground. Tai- 
wan’s central-bank governor, 
Sheu Yuan-dong, was among 
the dead. This was the sixth 
major crash of an airliner in 
the Asia-Pacific region in the 
past six months. 





Voting in India’s general 


| election began badly, with vi- 
| olence at about 600 polling 


stations and bomb attacks in 
Coimbatore, in southern In- 
dia. More than 60 people 
died. Voting continues until 
early March. 


Facing imminent arrest in a 
stock scandal, Shokei Arai, à 
member of Japan's ruling 
LDP, hanged himself. 
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| energy. 


The Dow Jones Industrial. 
Average broke through 8,400 
-Fas industrial production in 
.| America failed to rise in Janu- 
| ary for the first time in 21 


| Asia lost two central-bank 
governors. Taiwan's Shue 
J. Yuan-dong was killed along 
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| South Korea after its first 
| quarterly review of the ca cou bo 
-[-try's reforms. 


Computer Associates’ friendly 


:Cconomist 


Despite the Iraqi crisis, oil 

prices fell to a four-year low. 
World oil stocks are high and 
a depressed Asia is using less 





months. Wholesale prices also 
fell, for the third month run- 


| 

| 

| 

| 

| 

| 

| 

| 

| 

i 
ning, in their biggest drop | 
| since August 1993. London, | 

“Frankfurt and Paris, among 

.| others, also reached new 
-| highs. | 
| 

| 

| 
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with several top bank officials 


.| in a Taipei air crash, and In- 


donesia's Sudradjad 
Djiwandono was fired by 
President Suharto, who re- 
placed him with Sjahril 


.| Sabirin. Britain's governor, 
| Eddie George, dia a second =i 


term. 


The IMF searched for: a co ne 
promise with Indonesia over 
its proposed currency board. 
Meanwhile, the Fund re- -~ 
leased another $2 billion to: . | 








; Ünweltoi . 


Two hostile bids i in America: 


approach to Computer Sci-- 
ences, a provider of technol | 
ogy services, turned aggressive 
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- Eurotunnel, debt-ridden 


. when the software maker 
_ launched a tender offer worth 
| around $9.8 billion. And in 


the consolidating vehicle- 
components industry, SPX 
launched a $3 billion unsolic- 


| ited bid for its much larger 


parts rival, Echlin. 


| Finland's big telecoms and 
electronics company, Nokia, 


signed a licensing agreement 
with Spyglass to use its Inter- 
net software for a new genera- 
tion of digital set-top boxes in 
Europe that will allow users 
to browse the Internet as well 


as order pay-per-view movies | 


on their televisions. Nokia al- 


| ready provides set-top boxes 


to various European markets. 
Spyglass’s share price rock- 
eted by nearly 25%. 


| The fortunes of Thom, the 


rentals part of Thorn-EMI 


| demerged in 1996 as a drag 


on the music side of the busi- 


| ness, do not improve. Mike 


Metcalf is stepping down as 
chief executive after forecasts 


| showed that profits this 


year—and next—would fall 


. below expectations. 








Channel-tunnel operator, 
managed its first operating 


| profit—of £57m ($94m)-in 
| 1997. That operating profit, 


though, translated into a net 


| loss of £611m after interest 
| charges and foreign-currency 
-| losses, an improvement on 
| 1996's net loss of £685m. 


Dow Coming, once Ameri- 
ca's main maker of silicone- 


| gel implants, announced an- - 
| other plan to escape bank- 
| ruptcy. This $4.4 billion re- 
| organisation involves $3 





billion being used to resolve - 
the 200,000 outstanding law- 
suits, with the rest going to 
commercial creditors. 


One of the two pending 
mergers among the big six 
accountants was called off. 
Ernst & Young and KPMG 
Peat Marwick cancelled their 
mammoth tie-up, which 
would have been worth $18 
billion in annual revenues, 
because of regulatory and cul- 
tural problems. It relieves 
some of the regulatory pres- 
sure on Price Waterhouse and 


. Coopers & Lybrand, whose 


f 


———————————————— MÀ aana 


own $13 billion deal will cre- 


ate the biggest of the big five. 


Fraught juries 





Britain's Home Office sug- 
gested reforming the jury sys- 
tem in fraud trials. It said 
the financial details involved 
in recent high-profile cases, 
such as the Maxwell trial, 
may have become too com- 
plex for lay people to judge. 


The French state launched the 
privatisation of its troubled 
insurance company GAN. 
France must sell the group by 
mid-year under terms im- 
posed by the European Com- 
mission after it allowed the 
French to pump FFr23.8 bil- 
lion ($3.9 billion) into GAN. 
CIC, a regional banking net- 


work in the same group, is al- 
ready being privatised. 


Générale de Banque, Bel- 
gium’s biggest banking group, 
may be ripe for takeover in 


' Europe's consolidating bank- 


| ing industry after the board 


(main shareholder: Suez of 
France) rejected a manage- 


ment plan to buy CIC. Fortis, 
a Belgian-Dutch financial-ser- 
vices group, said it was dis- 
cussing a possible link. 


Dell Computer announced 
fourth-quarter profits up 52% 
on a year earlier and sales up 
5596. Sales of consumer PCS 
nearly doubled in 1997. 


America's third-biggest con- 
sumer-finance company, 
Beneficial, is putting itself 
up for sale after Wall Street's 
disappointment at its recent 
showing. If, as is likely, Bene- 
ficial (stockmarket value: 
around $4.5 billion) is 
snapped up by a rival, it 
would be one of the biggest 
deals in the industry. 


Group net profit at Deutsche 
Bank plunged by 56.5% in 
1997 to DM1 billion ($577m) 
after the bank, Germany’s big- 
gest, set aside nearly DM4 bil- 
lion to cover exposure in Asia 
and a three-year restructuring 
that involves cutting 9,000 
jobs, 12% of its workforce. 


J.P. Morgan brought a 
$300m lawsuit against several 
South Korean finance firms, 


alleging that they failed to 


pay debts owing to the Amer- 
ican bank resulting from 
losses on various Asian cur- 
rency derivatives. 


Staying home 


Projections for passenger 
and cargo growth in, out of 
and within the Asia-Pacific re- 
gion have been scaled back. 
IATA estimates that the an- 
nual average growth in pas- 


-sengers to 2001 will be 4.4%, 
. not 7.7% as previously ex- 
| pected; for cargo the figure is 


6.5%, against 9%. That means 
30m fewer passengers 1n 2001 
than the 207m expected. 


The United States proposed 
to the World Trade Organisa- 
tion that transactions on the 
Internet should be free of 

| customs duties. z 
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Once again, Indonesia starts 
living dangerously 


JAKARTA 


It is not too late for Indonesia to pull back from the brink of a collapse into 
mayhem and bloodshed. But time is running short 


eb p a Greek tragedy," says one vet- 

eran Indonesian political analyst 
who, like many others, feels he is a helpless 
spectator to a remorseless slide towards 
economic, social and political chaos. The 
achievements of the 32-year rule of Presi- 
dent Suharto—steady economic growth 
and relative social harmony—are unravel- 
ling so fast that some fear his regime may 
end up where it started: with the country in 
a shambles and wracked by communal 
bloodshed. Catastrophe could still be 
averted by far-sighted political leadership; 
but little of that seems on offer. 

Of the countries directly battered by 
East Asia’s financial turmoil, Indonesia 
seemed to have the strongest potential for 
continued growth. Now it is the farthest 
from recovery. Its currency, the rupiah, has 
suffered the most vertiginous fall, from 
about 2,400 to the dollar last July to 8,500- 
10,000 this week. At this level, most Indone- 
sian companies and banks are technically 
bankrupt in the face of private-sector for- 
eign debts of more than $70 billion. Prices 
are shooting up and many imported goods, 
such as medicines, are hard to find. Parents 
complain they cannot get powdered milk 
for their babies. There are even fears that 
chickens and eggs may soon vanish from 
the shops as poultry farmers, unable to af- 
ford imported feed, slaughter their stock. In 
the east of the country’s long archipelago, 
prolonged drought has led to food short- 
ages, which are expected to worsen. 

The rising price of essentials, such as 
rice and cooking oil, has led to panic-buy- 
ing. Shortages are aggravated by 
distribution failures and by 
shops shutting in fear. Some 40 
towns, mainly but not only on 
the most populous island of 
Java, have seen rioting and loot- 
ing. Five people have already 
died in the violence. Usually it 
is directed at ethnic Chinese 
shopkeepers accused of hoard- 
ing or profiteering. The Chi- 
nese, who make up about 3% of 
the population, own a dispro- 
portionate share of the wealth. 
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Remembering the carnage of 1965-66, 
when some 500,000 Indonesians, many of 
them Chinese accused of being commu- 
nists, died, some Chinese are preparing to 
flee. With much of the army deployed in Ja- 
karta, the capital has been relatively trou- 
ble-free. Elsewhere, in some towns out- 
numbered policemen and soldiers have 
simply watched the looting. Even rich and 
well-connected Chinese were alarmed 
when Sofyan Wanandi, a prominent eth- 
nic-Chinese tycoon (and a former student 
leader who supported Mr Suharto’s rise to 
power) was interrogated about improbable 
contacts with an outlawed group of radi- 
cals said to have been making a bomb. 

In neighbouring Singapore and Malay- 
sia, there are fears of an exodus of Indone- 
sians leaving as boat-people, or even turn- 
ing to piracy in desperation. The region 
fears its own future is at risk as Indonesia 
crumbles. Yet when Jakarta turned to the 
International Monetary Fund for help last 
October, it seemed to enhance its reputa- 
tion for prudence by doing so before, rather 
than after, it had gone bust. It was rewarded 
with a huge rMr-led rescue package worth 
$43 billion. In October, and again last 
month, Mr Suharto agreed to drastic struc- 
tural reform that, if implemented, would 
make Indonesia's among the most open 
economies in Asia; it would also dent the 
massive commercial interests of his own 
children and friends. 

That the economy nevertheless keeps 
spiralling downwards seems to be blamed 
by the president on the 1Mr, and on the 
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The looters were here 


economists in his cabinet whom he had 
trusted to fix the mess. Mr Suharto claims 
hehas done what he was told, and it has not 
worked. On February 17th, he sacked the 
governor of the central bank. The finance 
minister is unlikely to reappear in the new 
cabinet to be appointed next month. The 
removal of these two “technocrats” will fur- 
ther erode investors' faith in Mr Suharto's 
judgments. So, too, will the rift that has de- 
veloped between him and the IMF. 
Criticism ofthe effectiveness ofthe IMF- 
prescribed reforms would carry more 
weight ifa real effort had been made to im- 
plement them. In January, for example, Mr 
Suharto promised to dismantle many of 
the monopolies and cartels which control 
trade in some products. But he seems to 
have forgotten to tell the monopolists: the 
plywood cartel, run by his golf-partner, 
Mohamad (“Bob”) Hasan, con- 
tinues to issue instructions to 
its members. Restructuring of 
the financial system, awash 
with red ink, has barely begun— 
although 16 of Indonesia’s 240 
banks were closed down last 
year, and others have been told 
to raise their capital. Most of the 
private banks seem unlikely to 
meet the new criteria (only ten 
currently qualify). They might 
face nationalisation, which 
would wipe out a big chunk of 
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corporate wealth, including some that be- 
longs to the Suharto family. 

But Mr Suharto has found what looks 
like a quick fix. Through his children, he 
was introduced to Steven Hanke, an Ameri- 
can economist who believes that the way to 
restore confidence in Indonesia's economy 
is through pegging the rupiah to the dollar 
by means of a currency board, as Hong 
Kong, Argentina, Bulgaria and others do. 
This would require the monetary base (ru- 
piah notes, coins, and deposits with the 
monetary authorities) to be fully backed by 
reserves of dollars. It would be impossible 
to issue new rupiah without an inflow of 
foreign currency. 

Mr Hanke argues that the experience of 
other countries shows such a system would 


Ballots and bombs 


DELHI 


LECTION violence is common in In- 
dia, but the bomb blasts that killed 
more than 60 people over four days in 
the southern textile centre of Coimba- 
tore represent a sinister new trend. Police 
say the explosions were engineered by 
two Islamic militant organisations, Al- 
Umma and the All India Jihad Commit- 
tee, which have now been formally 
| banned. The carnage could produce a 
. Hindu backlash that helps the Bharatiya 
| Janata Party (BJP) get closer to winning a 
majority in the polls that began on Feb- 
ruary 16th, and will continue in phases 
with a result in early March. 

The Hindu nationalist BJP is publicly 
| outraged by the blasts, but secretly thinks 
it could benefit. One explosion took 
place near the site where the BJP presi- 
dent, LK. Advani, was scheduled to ad- 
| dress an election rally. The party imme- 
| diately declared this to be an attempt on 
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bring interest rates tumbling down. On 
February 17th, he reverted to professorial 
type and told reporters that those who 
wrote otherwise would “fail their exams”. 
Since the overnight interbank rate is be- 
tween 40% and 50%, and industry is crip- 
pled by the liquidity crunch, this is a siren 
song. Not everyone agrees, however. Many 
predict that a currency board would come 
under immediate pressure, forcing interest 
rates sky-high. Mr Suharto has yet to dem- 
onstrate the necessary commitment to see- 
ing through any reform, so his devotion to 
this one would be tested to its limit. 

Critics of a rushed currency board in- 
clude the United States, Europe and (pri- 
vately) the governments of Indonesia’s 
South-East Asian neighbours. Most impor- 


his life. Police, however, say the explo- 
sion took place too far away to be an 
assassination attempt. A BJP spokesman 
also claimed that several Islamic mili- 
tants had strapped explosives to their 








bodies to act as human bombs. The po- 
lice said there was no evidence at all of 
this. That hardly bothers rumour-mon- 
gers in the BJP. A former prime minister, 
Rajiv Gandhi, was killed by a suicide 
bomber in 1991, and that generated a 
wave of sympathy which yielded his 
Congress party a bonanza of votes. 

Sitaram Kesri, president of the Con- 
gress party, was so dismayed by the 
bombings that he accused an associate 
organisation of the BjP of planting them 
just to win sympathy. The BJ» has threat- 
ened to sue Mr Kesri for defamation. 

All this distracts attention from the 
serious threat of Islamic terrorism that 
Coimbatore reveals. The city has long 
been troubled by conflict 
between Hindus and Mus- 
lims. In December, Islamic 
militants set off bombs in 
three trains to mark the 
fifth anniversary of the de- 
molition of a disputed 
mosque in the north In- 
dian city of Ayodhya by a 
Hindu mob. The battle has 
now been carried further, 
and may be difficult to 
quell. Worryingly for In- 








dia, just as the world's larg- 
| ES est democracy goes to vote, 
| EU the type of explosive used | 
| NUM to make the bombs in | 
| M5; Se Coimbatore is easily avail- | 
| MSS able, and the police are | 
| probably too ineffective to | 

The human toll foil determined militants. 
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tant, the IMF is sceptical and has threat- 
ened to withhold its loans. Many Indone- 
sians are, not surprisingly, confused: ready 
to believe the worst of the mF, but likewise 
sceptical of their president's motives. Some 
see the real point of a currency board as be- 
ing to allow Mr Suharto's family quickly to 
change their remaining rupiah holdings 
into dollars at an artificially high rate. Oth- 
ers whisper that if the IMF were to with- 
draw, then Mr Suharto might finance a cur- 
rency board himself—repatriating some of 
his fabled off-shore billions disguised as 
loans from friendly governments. 


Old man of Java 


Such wild theories illustrate one truth 
about Indonesian politics and economics: 
how much they remain dominated by Mr 
Suharto himself. He is 76, but will almost 
certainly be granted a seventh five-year 
term as president by the People's Consulta- 
tive Assembly, which starts a ten-day meet- 
ing on March ist. Even doubts about his in- 
tended vice-president (and, constitu- 
tionally at least, potential successor) were 
dispelled on February 18th, when the army 
announced its backing for the man be- 
lieved to be the presidents choice, 
Bucharuddin Jusuf Habibie, the minister 
of research and technology. The only other 
candidate—a respected former cabinet 
member, Emil Salim—has the support of 
Indonesia's democracy activists and some 
technocrats in the government itself. But 
his is a purely symbolic gesture. 

Mr Habibie is unpopular with foreign 
investors, since he is associated with ambi- 
tious but economically dubious projects to 
develop high-technology industries, such 
as aircraft manufacturing. Some Indone- 
sians, nervous about a drift away from sec- 
ular politics, are also suspicious of his 
chairmanship ofan influential association 
of Islamic intellectuals. 

The alarm may be based on a miscon- 
ception: that Mr Suharto sees him as a suc- 
cessor. On the contrary, the president seems 
to have no intimations of mortality. He has 
always been adept at ensuring that he has 
no credible rival. A reshuffle among the 
army top brass this month had a similar ef- 
fect. The new commander is a loyalist, and 
the army's strategic reserve (from where Mr 
Suharto launched his power-grab in 1965) 
is now led by his son-in-law. 

So even those hoping for swift political 
change in Indonesia can envisage it emerg- 
ing only from a collapse. The army, they be- 
lieve, might throw its weight behind an op- 
position coalition, which could soon start 
attracting defectors from Mr Suharto's re- 
gime—but only after economic meltdown 
and a breakdown of social order. Indone- 
sia's predicament is frightening: those in- 
dulging in such speculation count them- 
selves among the optimists. 
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Lee waves his flag 


Taiwan 


Who needs 
China? 


TAIPEI 


OBODY sticks to the rules in a life-or- 
death fight. Hence Taiwan's long-rul- 
ing Kuomintang (KMT) has jettisoned at- 
tempts to clean up the island’s murky 
politics for fear of destroying its power 
base. After the party had taken a drubbing 
in local elections last year, a similar contest 
in January turned into an orgy of vote-buy- 
ing on behalf of some of the party's gang- 
ster-dominated local cells. The KMT nearly 
swept the board. But while the Taiwanese 
may be prepared to vote a local villain into 
local office, they are intolerant of dirty poli- 
tics at the national level. So, when it comes 
to parliamentary elections this autumn, the 
KMT could be facing its most difficult year 
since losing China’s civil war in 1949. In- 
deed, relations with China are adding to 
the party's problems. 

The party has been getting an ever- 
smaller share of the vote, and might not be 
able to hold on to a majority of seats in the 
legislature. Tearing up an agreement it had 
reached with the opposition Democratic 
Progressive Party (DPP) a year ago to clean 
up local politics is only one tactic the KMT 
is adopting to keep its grip on power. 

Another is to mend fences with the New 
Party, a group which split from the KMT in 
1993 in protest at what it saw as a deliberate 
policy by President Lee Teng-hui (who is 
also the kMT's chairman) to foster Taiwan- 
ese nationalism instead of the party's old 
goal of reunification with China. The New 
Party is a force only around the capital, Tai- 
pei, home to a disproportionate number of 
mainland Chinese, who came to Taiwan 
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with Chiang Kai-shek, and their staunch 
reunificationist offspring. But it may be es- 
sential to field a joint KMT-New Party can- 
didate if Chen Shui-bian of the ppp is to be 
unseated as mayor of Taipei in an election 
that is also due at the end of this year. That 
would also blunt the chances of the charis- 
matic Mr Chen launching a bid for the 
presidency in two years time. 

The KMT is also trying to restore its 
reputation in government, which has sunk 
so low that last year tens of thousands of 
demonstrators took to the capital's streets 
demanding the dismissal of the then prime 
minister, Lien Chan. The government be- 
lieves its best chance of holding on to 
power is to find a genuine policy success. 

The fact that Taiwan has escaped 
largely unscathed from East Asia’s financial 
crisis does not seem to count as one. It has 
gone largely unnoticed by the public, who 
are far more concerned with rising crime. 
Nor will a breakthrough on talks to join the 
World Trade Organisation win many votes. 
Which leaves China, and the possibility of 
restarting cross-strait talks. These have been 
on hold since Beijing halted them in 1995 
in a fit of pique when Mr Lee was allowed 
to pay a private visit to the United States. 

Recently there has been a flurry of activ- 
ity and speculation about getting back to 
the negotiating table. China had been in- 
sisting on the obviously impossible condi- 
tion that Taiwan first acknowledge that it is 
part of the People's Republic, in line with 
its “one-China” policy. Of late, however, 
perhaps with encouragement from Amer- 
ica, Beijing appears to have found some 
wiggle room; while not changing its stance, 
it has given increasingly broader hints that 
the point might be left to one side. But that 
will only happen at a price. 

The price is that Taiwan engage in talks 
on "political" issues, such as direct trade 
and shipping links, and perhaps even sov- 
ereignty, rather than the low-level fishing 
rights and extradition ofhijackers that have 
been the stuff of previous negotiations. Re- 
action in Taipei is mixed. On one side there 
is Vincent Siew, the new prime minister, 
Mr Lien (currently vice-president), many se- 
nior cabinet members and most of the me- 
dia, who think that Taiwan's business inter- 
ests in China are now so large that there are 
compelling reasons to talk. They believe re- 
opening talks would be a popular move. 
They are also bullish about China's eco- 
nomic development. Better therefore to ne- 
gotiate now, they argue, than later with à 
stronger China. 

Ranged against them are Mr Lee and a 
cabal of close advisers who are loth to have 
any dealings with China. They believe that 
Taiwan has thrived without cross-strait 
talks, and that the potential pitfalls of nego- 
tiating are greater than the possible gains. It 
is indicative of Mr Lee’s stance that Chiao 
Jen-ho, Taiwan’s main negotiator with 
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China, was replaced earlier this month by 
Shi Hwei-you, who was picked by Mr Lee 
for his loyalty and diamond-hard negotiat- 
ing style. This side tends to be pessimistic 
about China’s long-term economic pros- 
pects, and worries about the consequences 
of huge social and political upheavals. 

Since China policy is, by tacit agree- 
ment, the prerogative of the president 
rather than the cabinet, the sceptics will 
probably get their way—at least in the short 
term. This would not, however, give the rul- 
ing party what it so badly needs, an obvious 
summer success with which to woo voters 
this autumn. 





Cambodia 
A deal of sorts 


BANGKOK 


FTER months of diplomatic chivvying, 
Cambodia’s second prime minister, 
Hun Sen, seems ready to hold an election 
that will involve his political rivals, includ- 
ing Prince Norodom Ranariddh, who had 
been his co-prime minister but who was 
custed in a coup last July. Whether the elec- 
tion will be sufficiently fair for the Euro- 
pean Union, Japan, and the other countries 
who are supposed to help finance it, to feel 
their money is well spent remains very 
much in doubt. 

Mr Hun Sen revealed on February 17th 
that he supports "one hundred per cent" a 
Japanese formula under which his govern- 
ment will try Prince Ranariddh in absentia 
for actions it says precipitated last year's 
fighting. The prince has been accused of 
weapons-smuggling and of colluding with 
the Khmers Rouges. When the trial is over, 
and Prince Ranariddh has presumably 
been convicted, he will receive an amnesty 
that allows him to contest the election. 

Mr Hun Sen has a lot to gain from such 
a deal. He knows his strong-arm tactics are 
widely unpopular, and he wants a verdict 
to present to the public that backs his ver- 
s:on of events. The deal also requires the 
prince to sign a ceasefire ending the fight- 
ing between his followers and government 
forces in north-western Cambodia, and to 
sever ties with the last remnants of the 
Khmers Rouges who have taken his side. 

If the deal sticks, Prince Ranariddh's 
aides say he will return by March 20th, to 
meet the deadline for registration for the 
election in July. As an exile dependent on 
international goodwill, the prince has little 
realistic choice but to £o back. Cambodia's 
neighbours and Western governments 
badly want to salvage something of the 
multi-party system established by the 
United Nations in the war-torn country in 
1993, at a cost of $2 billion. 

Yet diplomats still fear the election will 
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not be credible. Even members of his own 
Cambodian People’s Party agree that Mr 
Hun Sen’s only interest in an election is to 
legitimise his own power. Many Cambodi- 
ans and foreigners are fearful of the lengths 
he will go to in order to ensure that he does 
not lose. Nor is it clear how far Cambodia- 
weary outsiders can be bothered to try to 
restrain him. 

The government promises the trap- 
pings of an open contest. Many opposition 
MPs who fled the capital, Phnom Penh, af- 
ter the coup are back organising party ma- 
chines and campaigns. Some have been 
promised licences to operate their own ra- 
dio stations. More than 40 parties have ex- 
pressed interest in contesting the poll. 

But spoiling tactics have already begun. 
Acommission set up to run the election has 
been packed with those answering to Mr 
Hun Sen's orders. Worse still, the murder 
last month of an opposition party's provin- 
cial organiser and his five-year-old daugh- 
ter brutally exposed the risks of violence 
under a regime that has never been held to 
account for scores of political killings in the 
past year. In such a climate of intimidation, 
the prospects for a free and fair election are 
probably nil. 





Central Asia 


Worries about 
Islam 


ALMATY 


FTER 70 years of enforced atheism dur- 
ing the Soviet period, the Muslims of 
Central Asia were grateful to be able to ac- 
knowledge without fear their more endur- 
ing god. The leaders of the five newly inde- 
pendent states in the region quickly 
embraced Islamic traditions in an effort to 
create a feeling of national unity among 
their multi-ethnic populations. The presi- 
dents of Turkmenistan and Uzbekistan, 
both former Communist chiefs, made pil- 
grimages to Mecca. 

But in some states the euphoria over the 
return of religious freedom in the early 
1990s is being tempered by fear of the pos- 
sible spread of Islamic fundamentalism. 
The Kirgiz and Uzbek governments are 
alarmed by the activities of the Wahhabi 
sect, an Islamic group, in the Fergana Val- 
ley. Islam has always been deeply rooted in 
the valley, the most densely settled area in 
Central Asia—and shared by Kirgizstan, Ta- 
jikistan and Uzbekistan. 

Security in the Uzbek sector of the valley 
has been tight since the murder of four po- 
licemen in December in the city of 
Namangan. Several hundred people were 
detained and questioned about the 
killings, which the Uzbek government has 
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Prayers in Samarkan 


blamed on the Wahhabis. In the past six 
months, up to 20 Kirgiz citizens have been 
arrested by Uzbek police, who have crossed 
over the border into Kirgizstan, according 
to some Kirgiz sources. The arrests were not 
specifically in connection with the mur- 
ders. The Kirgiz were thought to be funda- 
mentalists picked up in order to be given a 
warning. In such cases, Uzbek police are 
said to have planted drugs as a pretext for 
making the arrests. 

Uzbekistan's President Islam Karimov 
has become less enthusiastic for Islam in 
the years since he went to Mecca; or it may 
be that the Mecca trip was primarily to im- 
press his 23m people. These days he sees de- 
vout Islamists as an opposition to his gov- 
emment. Muslim leaders have been 
detained or otherwise harassed. The main 
mosque in Andizhan, in eastern Uzbeki- 
stan, was closed by the government in 1995, 
the same year that its imam, Abduvali Kori 
Mirzayev, disappeared. Mr Karimov calls 
Osh, an ancient town in Kirgizstan, the cap- 
ital of Wahhabism and has repeatedly spo- 
ken against the extremism of the Taliban, 
whose army has conquered most of neigh- 
bouring Afghanistan. He is also unhappy 
about the inclusion of Islamists in Tajiki- 
stan's new government. 

In Kirgizstan, questions were asked in 
parliament this week about the arrests of 
Kirgiz citizens by Uzbek police. A Kirgiz 
government delegation has gone to Uzbeki- 
stan for "serious" discussions. Like the Uz- 
beks, the Kirgiz government is worried 
about fundamentalism. The security min- 
ister, Feliks Kulov, recently gave warning 
about extremist groups in the country's 
southern regions. 

However, the Kirgiz, and their neigh- 
bours in Kazakhstan, both formerly no- 
madic people, have always been less reli- 
gious than the Uzbeks, who were more 
settled and practised a more conservative 





form of Islam. There is almost no Muslim 
architecture in either Kirgizstan or Kazakh- 
stan. By contrast, the splendid cities of Sam- 
arkand, Bukhara and Khiva are monu- 
ments to the Uzbeks' Islamic civilisation. 

The diversity of Kazakhstan, with more 
than 100 ethnic groups, makes the threat of 
Islamic fundamentalism seem remote. 
Only half the population of 16.4m is Mus- 
lim. The Islamic mufti and the Russian Or- 
thodox archbishop regularly appear to- 
gether publicly to promote religious and 
ethnic harmony. Moreover, Central Asia as 
a whole was modernised under Soviet rule. 
Alma Sultangalieva, the director of the Kaz- 
akhstan Institute for Strategic Studies, 
views the development of Islamic dissent 
in the industrialised parts of the Fergana 
Valley more as a social issue triggered by 
high unemployment. 

It is widely believed that the influence 
of Islam in Central Asia will continue to 
rise over the next few years. But the revival 
of religion signifies a reawakening of tradi- 
tion and the filling ofa spiritual vacuum; it 
does not necessarily reflect an interest in 
changing the political system. And as long 
as former Communist leaders are in 
charge, a religious regime is unlikely. 





Japan 
A man with yen 


TOKYO 


HEN the finance ministers and cen- 

tral bankers of the Group of Seven 
rich countries gather in London on Febru- 
ary 21st, all eyes will be on Hikaru Matsu- 
naga, Japan's new finance minister. His col- 
leagues hope to hear what Mr Matsunaga is 
going to do about reviving the Japanese 
economy. But they will be bitterly disap- 
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TOKYO 


ITH the Japanese economy at a 

standstill, why are the fashionable 
streets of Tokyo's Shibuya district throb- 
bing with women weighed down with 
shopping? Why are cafés and cinemas in 
the area bursting at the seams? Shin- 
saibashi, in the heart of Osaka, is the 
same—and the phenomenon is repeated, 
if to a lesser extent, along the boulevards 
of a dozen other cities. 

Call it the revenge of the office lady. 
Used and abused in the office as glorified 
tea ladies, these college graduates are ex- 
pected to do menial chores until they 
marry, have children and quit. There are 
some 10m unmarried women between 
the ages of 15 and 29 in Japan, many of 
them working in offices. Their pay, 
around ¥220,000 ($1,800) a month for a 
typical 25-year-old, though modest by 
Japanese standards, goes a long way. Un- 
like young men, most live at home, pay 
little towards their keep and tend not to 
own cars. Their younger sisters at college 
| and school have plenty of money, too, 
| thanks to Japan's vast part-time job mar- 
| ket. The Hakuhodo Institute of Life and 
| Living in Tokyo reckons there are 3m 
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Revenge of the office lady 


young women living within an hour of 
Shibuya's shops, poised to pounce on the 
latest fad. If the rest of Japan were to 
spend as much as young females do, its 
economic woes would be over. 

They have plenty of time (again, un- 
like young men) to read consumer maga- 
zines and watch television. Women's 
magazines in Japan are twice as fat as 
American or European ones. They are 
crammed with information on where to 
get almost anything from cheap designer 
trousers to the latest haircut. No surprise 
that young Japanese women are among 
the world's savviest consumers. 

Department stores love them. No one 
is spending, except young women. Sales 
of women's clothes, accessories, shoes, 
handbags and cosmetics have remained 
buoyant. When Takashimaya, a chain of 
exclusive department stores, opened a 
new branch in central Tokyo, half the 
sales area was given over to women's 
goods, against the usual 40%. The office 
ladies are even invading its Nihonbashi 
store in the heart of Tokyo's male-domi- 
nated business district. 

Japan's hard times are making the of- 





Doing her bit for the economy 


have been quick to check out the discount 
stores that are sprouting across the coun- 
try as a result of deregulation. And they 
are more choosy. Posh labels are fine, but 
the young women demand real value. 
Foreign exporters that have taken them 


| 
fice ladies even more imaginative. They 


for granted had better watch out. 
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pointed. That Mr Matsunaga may seem a 
little bewildered is understandable. His 
predecessor was obliged to resign last 
month to take responsibility for the latest 
bribery scandal to rock the finance minis- 
try. Someone with international stature 
was supposed to get the job. Mr Matsunaga 
is not that man. He was neither prepared 
nor qualified to take over, and was not the 
leading choice, by a long way. 

One of the first things Mr Matsunaga 
said, soon after being appointed, was that 
on no account would any more Japanese 
banks or insurance firms be allowed to 
fail—definitely not what financial reform- 
ers had hoped to hear. In allowing Hok- 
kaido Takushoku Bank and Yamaichi Se- 
curities to go broke late last year, the 
finance ministry was thought at last to be 
allowing insolvent banks to go bust. This is 
considered crucial if the Japanese banking 
system—with ¥78 trillion ($617 billion) of 
dud loans admitted to so far—is to be saved. 

A lawyer by training, Mr Matsunaga’s 
main claim to fame is that, briefly many 
years ago, he worked as a public prosecutor 
in the provinces. This, claimed Ryutaro 
Hashimoto, Japan’s prime minister, made 
him ideally qualified to knock the finance 
ministry into shape. Maybe, but as far as the 
outside world is concerned, a far more 
pressing need is for Japan to help pull the 
East Asian tigers out oftheir currency mess; 


THE ECONOMIST FEBRUARY 215T 1998 


and even more urgent than that, to prevent 
the Japanese economy from dragging the 
rest of the world’s down with it. 

With bankruptcies at a record level and 
its financial markets jittery (see page 75), 
the vast majority of Japan’s 68m working 
people—with a few exceptions (see box 
above}—are so worried about keeping their 
jobs that they have virtually ceased buying 
anything but essentials. With private con- 
sumption accounting for nearly 60% of 
GDP, economic growth this year is set to 
turn negative—for the first time since the 
oil crisis savaged the economy in 1974. 

The government began dropping hints 
about an economic package to stimulate 
the economy earlier this year. The ruling 
Liberal Democratic Party (LDP) was set to 
agree to the package on February 2oth, al- 
though the details are not supposed to be 
released until after deliberations are com- 
pleted on the budget for fiscal 1998. That 
budget is already running late, and is un- 
likely to be passed before April 1st. 

The government finds it politically dif- 
ficult to admit that, after tightening belts 
last year, a package of measures to stimu- 
late the economy represents a major U-turn. 
There have been a number of nudges and 
winks from the ruling party about how big 
the measures to boost the economy might 
be. Hiromu Nonaka, the LDP’s acting secre- 
tary-general, suggested that an emergency 


package of ¥6 trillion was in the offing. 
Then Takeo Hiranuma, head of the Lpr's fi- 
nance committee, started hinting it would 
be nearer ¥10 trillion. 

In part, this is to convince foreigners 
that Japan is serious about reviving domes- 
tic consumption, rather than relying on ex- 
ports to get itself out of trouble. But a more 
pressing reason is to talk the stockmarket 
up. The government would like the Nikkei 
average index back above 18,000—where it 
was before Mr Hashimoto's government 
sent the economy into a tail-spin with its 
austerity measures. 

If the Nikkei index were to slip back be- 
low the 15,000 level which it hit late last 
year, another wave of banking failures 
would ensue. The opposition would then 
have a field day by claiming that Mr 
Hashimoto's management of the economy 
had been disastrous. In the circumstances, 
the only course left open to him would be 
to resign in exchange for getting the 1998 
budget through parliament. 

So far, all the talk of a big new economic 
stimulus being in the pipeline has worked. 
The stockmarket has recovered. But inves- 
tors have acted as though the money has al- 
ready been spent. So if the package is much 
smaller than expected, it could cause the 
stockmarket to crash again, making even 
more Japanese banks go bust. 
——————À——— ee à——gG2 121.1221 
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"THE EXECUTIVE PROGRAM 
June 1—July 10, 1998 


“his senior-level executive education program, ranked #1 by | 
ap executives in Business Week's Guide to the Best Execu- 
Education Programs, is achallenging management 
opment experience based on participant- -centered 
arning and built on a foundation comprised of the follow- 
+ three fundamental elements: 

highly integrated curriculum. 

'eam-orien ted learning. — 

'otal faculty commitment. 











MANAGING CRITICAL RESOURCES 
May 4-15, 1998 « July 13— 24, [998 « 
October 12-23, 1998 


n intensive decision-oriented general management program | 
which participants: 

‘Learn to develop the integrative perspective of general 
-rnanagement through comprehensive case studies requiring | 
^ examination, understanding. and reconciliation of operating | 
- issues. 

4° Enhance their capacities for examining and acting upon 
1 organizational issues and for influencing others to change. 
5 ‘Strengthen their abilities to work effectively in teams, 

| analyze complex. business decisions, and develop realistic 


| The issues, goals 
| areas of management are developed and applied in settings 

_ similar to the typical assignments faced in the workplace. 

|! This program provides the participants with the tools 

| necessary to meet the challenges of: 

| * Developing integrated functional area plans and allocating 
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Graduate School of 


Business Administration 
University of Virginia 


C) DEVELOPING MANAGERIAL EXCELLENCE: 
A PROGRAM FOR HIGH-POTENTIAL MANAGERS 
March 15-April 3, 1998 « November 1—20, 1998 


s, and analytical tools of the major functional 





corporate assets. 


_ * Building and managing teams effectively. 
E Developing influence in the absence of direct authority. 
^ Managing in new and unfamiliar situations, 


C) STRATEGIC EVOLUTION AND REVOLUTION 
IN THE AMERICAS 
April 26-May 1, 1998 (Module I), Mexico 
June 21—26, 1998 (Module II), Canada 


Developed by faculty representing the Darden Graduate 
School of Business Administration, the Richard Ivey School 
of Business, the University of Western Ontario, and the 
Instituto Panamericano de Alta Direccion de Empresa _ 
(IPADE), this unique and innovative program is designed to 
help executives develop successful strategies for expansion. 
and integration in the Americas. 


Darden offers numerous other executive education 
programs in the areas of General Management, Leadership 


.' and Organizational Change, Marketing and Sales, Finance, 
| Operations, and various Special Topics. Please check here for 
| a brochure with a complete listing. 





Yes! Send me more intaran: Check the appropriate poe and fax/mail to: Executive Education « The Darden School 
Foundatt arden. . ib lad ipa ul Mm e P0. -Box 6550 * Chartottesviil e, VA 22906- 6550. Phone: 804-924-3000 + Fax: 804-982-2833 « 
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UNITED STATES 


The fight to fund the Fund 


WASHINGTON, DC 


NTIL quite recently, America’s law- 

makers were looking rather impres- 
sive. Budget balance was in sight; serious 
social innovation, such as welfare reform, 
was under their belts. Now, however, ob- 
serve the fight that is brewing over funding 
the International Monetary Fund (IMF). 
Riddled with ignorance and ideological 
posturing, confused by extraneous issues, 
this struggle over the mF will show Con- 
gress at its worst. 

The Clinton administration is asking 
Congress to increase the IMF's resources by 
$18 billion: $3.5 billion for the American 
contribution to a special credit line that the 
Fund could draw on in financial emergen- 
cies, and $14.5 billion as the American con- 
tribution to an IMF "quota" or capital in- 
crease. Rather like a credit union, the IMF's 
member countries pay in a subscription or 
"quota", which forms the basis of the orga- 
nisation's capital. America is the Fund's 
biggest member, with 17.5% of the overall 
quota (see chart). Just as a deposit in a credit 
union earns interest, so America earns in- 
terest on its contribution to the IMF. 

Funding the Fund, therefore, does not 
cost the taxpayer a penny. But it does en- 
sure that the world's premier international 
financial institution has enough resources 
to lend to countries that get into economic 
trouble. As the world's economies grow, so 
the IMF's resources need replenishing (this 
is the Fund's eighth quota increase). And 
this time a refill seems particularly urgent. 
After committing around $36 billion to 
troubled Asian economies, the 1MF has be- 
tween $40 billion and $45 billion left. 


Sharing the burden 
Proposed IMF quotas, % of total 


Other 50.3 
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However, since any member country 
can ask for part of its subscription back on 
demand, the actual free resources are rather 
less than this. American Treasury officials 
reckon that only $10 billion to $15 billion 
could still be lent safely. Although the IMF 
is unlikely literally to run out of money (it 
has a couple of credit lines to draw on), any 
more crises in Asia or other big emerging 
markets, such as Russia or Brazil, could see 
it run seriously short of cash. And that is a 
risk America should not take. 

At least not according to the Clinton ad- 
ministration. After the president's strong 
plug for 1mF funding in his state-of-the- 
union message, administration officials 
have been furiously testifying, briefing and 
lobbying Congress to explain why the IMF 
is vital to America. But this is proving a 
hard sell on Capitol Hill. In an election 
year, congressmen are loth to support any- 
thing that smacks of foreign aid. Back home 
in the district, Asia seems far away and 
“bailing out bankers” hardly seems a vote- 
winner. Since few lawmakers really under- 
stand how the IMF works, many are con- 
vinced that this is “spending” like any 
other sort. This is wrong. IMF funding is in- 
deed authorised and appropriated like any 
other spending; but it does not require a 
budget outlay, and so does not squeeze law- 
makers’ favourite projects. Besides, the IMF 
has had no major default in its history and 
has $40 billion in gold reserves. Not only 






does America earn interest on its contribu- 
tion, but the risk of default is almost 
negligible. 

Beyond ignorance, ideology also looms 
large among many Republican lawmakers. 
Free-market radicals, particularly the revo- 
lutionaries of 1994, see the IMF as a Statist 
spanner in the international capital mar- 
kets. It “bails out bankers” from risky lend- 
ing and props up “crony capitalism”. Ac- 
cording to the most zealous, the world 
would be better off without the mmr. Con- 
gressman Ron Paul, a libertarian Republi- 
can, has introduced a bill calling for Amer- 
ica to withdraw from the institution. 

On the left, it is not the IMF's existence 
but its methods that are under scrutiny. 
Overall, congressional Democrats show 
more support for IMF funding than Repub- 
licans. Dick Gephardt, presidential hope- 
ful, veteran critic of fast-track and top Dem- 
ocrat in the House, has come out in 
support. Tom Daschle, the Senate minority 
leader, claims there is no significant oppo- 
sition to IMF funding among Democrats in 
the Senate. In part, this support is an at- 
tempt to reassert Democratic credentials as 
internationalists rather than isolationists 
after their concerted opposition to fast- 
track. In part, it is because the existence of 
public international institutions, such as 
the IMF, fits in with liberal notions of man- 
aging globalisation. 

Nonetheless, many liberals want to use 
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this as an opportunity to push for the rights 
of workers and environmental issues. Bar- 
ney Frank, an outspoken liberal from 
Massachusetts, sees IMF funding as a "test 
case" of the administration's resolve on 
these issues. He would like to see pressure 
for political changes in Asia, particularly 
Indonesia, where his wishes include the re- 
lease ofa prominent union leader and pro- 
gress on human rights in East Timor. Mr 
Frank also wants IMF reform programmes 
to be less austere, and the institution itself 
to be much less secretive. 

Demands for greater transparency at 
the 1Mr are echoed by many Republicans, 
especially the moderates who, subject to 
such conditions, would support iMr fund- 
ing. Given the organisation's extreme se- 
crecy, this seems a sensible sort of congres- 
sional leverage to apply. Unfortunately, 
judging by the posturing so far, Congress is 
much more likely to come up with a list of 
unachievable, or irrelevant, conditions. 

The most absurd example of this is the 
insistence, by the anti-abortion faction in 
Congress, that they will attach their own 
completely unrelated amendment to the 
IMF legislation. Chris Smith, a Republican 
congressman, is leading a fight to have a 
version of the so-called "Mexico City Pol- 
icy" written into law. This policy, instituted 
by Ronald Reagan in 1984, denied Ameri- 
can funding to foreign family-planning 
organisations that gave information on 
abortion. The modified version would 
deny funding to any organisation that, for 
instance, took part in seminars where abor- 
tion was discussed. Funding for the IMF's 
credit line failed to pass in November 1997 
because of this amendment, and Newt 
Gingrich, the speaker of the House, vowed 
that abortion and IMF money would be 
linked *in perpetuity". 

It seems too early for strong predictions 
about the shape, let alone the fate, of the 
IMF proposal. Much depends on the ad- 
ministration's negotiating strategy, and in 
particular on Robert Rubin, the treasury 
secretary, who is its principal exponent. So 
far Mr Rubin is statesmanlike in public, 
speaking about American responsibility 
and self-interest. Privately, he is arguing 
that not funding the 1mF might risk a seri- 
ous financial crisis. What congressman 
wants to be responsible for a stockmarket 
crash? Increasingly, it seems, legislators— 
especially moderate Republicans—are tak- 
ing note of that. 

Much also depends on lobbying. The 
unions (in contrast to their fierceness over 
NAFTA) are quiescent. Big business is more 
vocal and organised. A bipartisan group of 
political and business leaders (including 
ex-presidents Jimmy Carter and Gerald 
Ford) took out huge advertisements in ma- 
jor newspapers recently urging support for 
IMF funding. The farm lobbies are limber- 
ing up; Asia is their biggest export market. 
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But opponents, too, are lobbying hard. 
Think-tanks that oppose the IMF, particu- 
larly the Cato Institute and the Heritage 
Foundation, are trying hard to influence 
mainstream Republicans. 

In an ideal world, all this interest 
should dispel the ignorance surrounding 
the IMF and start a sensible discussion 


about how America should influence the 
organisation's direction and improve its 
performance. Unfortunately, that is un- 
likely. The fight over the Fund is far more 
likely to reinforce existing prejudices. That, 
in turn, will rightly reinforce outside preju- 
dices about the inadequacies of America's 
legislative branch. 





Water policy 


Valley of the dammed 


EL CENTRO, CALIFORNIA 


After years of gorging on water, southern California is at last being made to live 


within limits 


T5 day Dan Lungren, California's at- 
torney-general and now a candidate for 
governor, gave a detailed speech about 
Californian water policy, a story about the 
alleged price-fixing of Barbie dolls easily 
beat him off the front pages. No surprise, 
really. Although southern Californian civi- 
lisation (yes, there is such a thing) has risen 
out of a desert, water has mostly been plen- 
tiful enough for long enough to let Califor- 
nians take it for granted. Over two great ep- 
ochs of dam-building, in the 1930s and the 
1960s, the state managed to beg, borrow 
and occasionally steal enough water to 
keep itself flush. 

No longer. As demand increases, sup- 
ply is contracting. In December Bruce Bab- 
bitt, the federal government's interior secre- 
tary, told Californian water officials that 
the state would have to learn to live with 
only the 4.4m acre-feet of water from the 
Colorado river it is entitled to under a 1922 
agreement, instead of taking 5.2m a year. 
(An acre-foot is 326,000 gallons, or enough 
to supply the household needs of two fam- 
ilies of four for a year.) 

Thestrange thing is that, by any rational 


2 
4 b 
at 
2 
n . 


Out of sand, al 






= 
falfa 


measure, California has plenty of water. 
But it is distributed, and priced, so bi- 
zarrely that some areas are short and others 
are soaked. The Imperial Valley, east of San 
Diego and just north of Mexico, was 
nicknamed “the Valley of the Damned” by 
18th-century Spanish explorers. Although it 
averages less than three inches of rain a 
year, it has all the water it needs. Thanks toa 
clerk who filed a claim for most of the Colo- 
rado river in the early 1900s, the 150,000 
people in the Imperial Irrigation District 
(11D) are entitled to six times more water 
from the Colorado—about 3m acre-feet a 
year—than the 16m people of the Metropol- 
itan Water District (MwD), which covers 
southern California. 

The earth is rich beneath the valley dust, 
so, when water was added, the area became 
an agricultural powerhouse; it now grows 
$1 billion-worth of crops all year round, But 
it takes 3,000 miles of irrigation and drain- 
age canals, 34,000 miles of tiled drains, 
and 1.8m gallons per acre to make the 
ground produce. 

In other parts of California, too, farm- 
ing has first claim. Agriculture uses more 
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than 80% of the state’s water, though it ac- 
counts for less than a tenth of the economy. 
So it is hardly surprising that suburbanites 
are casting their eyes on water-rich farm 
districts as a way to fill their swimming 
pools. Farmers, though, guard their water 
rights tenaciously—as Mark Twain re- 
marked, “Whiskey is for drinking; water is 
for fighting over.” 

Nevertheless, the 11D and the San Diego 
County Water Authority have agreed to a 


deal that could change the dynam- 
ics of water all over the state. If ap- 
proved, a 45-year contract would 
encourage IID users to conserve up 
to 200,000 acre-feet a year and sell 
it to San Diego. San Diego would 
finance the conservation mea- 
sures, and farmers would be given 
an incentive (read: money) to par- 
ticipate. For San Diegans, the deal 
would mean cheaper water and 
less dependence on the Mwp. For 
the Imperial Valley, it is a way to get 
others to pay for conservation and 
bring money in. 

The Mwp, which has long rel- 
ished its monopoly over southern 
California, is predictably not keen on the 
deal. Many valley farmers also have their 
doubts. Although the agreement states that 
the contract is for the transfer of water, not 
water rights, letters to the local newspaper 
say this is the thin end of the wedge. "Right 
now,” says Elston Grubauch, supervisor of 
water resources at the 11D, “we don't hear a 
lot of enthusiasm. We are hearing a lot of 
questions.” By March 1999, the 11D has to 
get farmers to agree to conserve enough to 
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meet the terms, or the deal is off. 

California needs this contract to work, 
because it cannot build its way out of trou- 
ble this time. A determined environmental 
lobby is sure to resist new dams; and unless 
Congress is generous, their cost will be pro- 
hibitive. Chris Graff, of the Environmental 
Defence Fund in Oakland, notes that advo- 
cates of new water projects become much 
less enthusiastic if it is proposed that the us- 
ers pay for it. The $1.3 billion that Governor 
Pete Wilson proposed in January for water 
projects is small beer by historical stan- 
dards, and most ofthe money goes for recy- 
cling and conservation. 

Given these limits, moving water 
around the state makes sense. The San 
Diego-11D contract is the first to use trans- 
fers to guarantee long-term supply. That 
makes it an important part of the plan to 
lessen the region's reliance on the Colorado 
river. Unless southern California seems se- 
rious about this, northern California and 
the neighbouring states will be loth to open 
the taps further. 

Water transfers skirt the big issue, of 
course. This is that water development, 
largely paid for by the federal government, 





Water, water, everywhere 


| CLEARWATER, FLORIDA 
| 


| TT HAS been raining in south-west Flor- 

ida lately. On February 16th, the heav- 

ens delivered 3'2 inches (almost 9cm) to 

an area already sloshing with water. The 

| state's annual rainfall of 54 inches is dou- 

ble America’s average. Yet the region 

around Tampa Bay and St Petersburg has 

been torn for the past few years by bitter 
water wars. Now a truce is in sight. 

“Nowhere east of the Mississippi has 
reached this level of confrontation,” says 
Sonny Vergara, executive director of the 
South-West Florida Water Management 
District, the environmental regulatory 
body known as “Swiftmud”. Florida is al- 
ready the country’s fourth-most-populous 
state, and will be third by the end of the 
century. While the Everglades, farther 
south, have suffered from the water de- 
mands of farmers, Swiftmud struggles 
mainly to meet domestic demand. 

Most of the region's rain falls in the 
summer; and, with few reservoirs, much 
simply gurgles into Tampa Bay. A long 
drought in the 1980s aggravated the ef- 
fects of sucking out groundwater: huge 
tracts of wetland dried out, lakes became 
puddles, homes subsided, seawater infil- 
trated underground supplies. As Mr 
Vergara says: "We have reached or will be 
reaching the limits of traditional potable 
water supplies." 

Swiftmud's attempts to slow the 


pumping led to a welter of lawsuits, at a 
cost of nearly $10m. Part of the problem 
has been that, whereas water west of the 
Mississippi belongs to the user, who can 
sell or barter it (see story above), water to 
the east is generally public property. 
Some parts of the west have created water 
markets to resolve water wars; an attempt 
by Swiftmud to do so was opposed by the 
state legislature. 

The development of alternative water 
supplies was repeatedly thwarted be- 
cause counties and cities could not agree 
how to share the cost. Swiftmud has now 
hit on a different solution. By raising 


taxes, it will help to pay to develop alter- 
native sources of water—recycling waste- 
water, building the world's largest desali- 
nation plant—to supply an extra 85m 
gallons (13.5m cubic metres) a day to the 
region by 2007. In exchange, local govern- 
ments will pool their share of the cost and 
reduce their pumping from today’s 145m 
gallons a day to 90m by 2007. 

Will it work? Environmentalists say 
the pumpers are already trying to post- 
pone cuts. And the region’s household 


Florida’s average, which in turn was be- 
low America’s average, which is low by 
OECD standards (see chart). As Swiftmud's 
chairman, Roy Harrell, says, “The easiest 
conservation programme is to raise rates. 
But governments don't like to do this.” 


The big water-users, and what they pay 


Daily consumption* 


Cubic metres per person 
0 01! 02 





Prices* 


$ per cubic metre 


] 
water charges in 1996 were at or below 
| 
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Mormons on the slopes 


| 
| SALT LAKE CITY 
S THE last skaters slither to a halt in 
Nagano, Utah will step in. On Feb- 
ruary 22nd, in Nagano itself, the mayor 
of Salt Lake City will formally invite the 
Winter Olympic circus to pitch its tent in 
his city in four years’ time. 

America has so far been curiously 
| ambivalent about the Olympics coming 

to Salt Lake City. It prefers to cling to the 

notion of Utah as a protectorate of the 

Church of Jesus Christ of Latter-day 

Saints; a dull, unhip, strangely foreign 

place. Wags are already writing off the 
| 2002 games as another At- 
lanta, where corporate dol- 
lars will overshadow the 
Olympic spirit. 

These naysayers, how- 
ever, have obviously not 
seen the view from Frank 
Joklik's office. The breath- 
taking shark-tooth vista of 
the Wasatch mountains 
stretching as far as the eye 
can see is a reminder that 
the Salt Lake region is a 
proper winter wonderland, 
half an hours drive from 
| many of the best ski resorts 
, in the world. “The Olym- 
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Still more mountains than subdivisions 


pics will show what we have to offer," 
says Mr Joklik, an Austrian-born, Austra- 
lian-educated former mining executive 
who heads the Salt Lake Organising 
Committee (SLOC). Salt Lake City hopes 
visitors will discover not only skating 
and snowboarding, not only Mormon 
heritage tours, but also the city's sym- 
phony orchestra, opera and ballet. 
Hosting the Olympics is expensive. 
SLOC expects the budget for 2002 to be 
well over $1 billion: far less than Nagano 
spent, but still a hefty sum fora state with 





an acute dislike of taxation. The solution, 
naturally, is to get the private sector to 
pick up the tab. Some 80% of the reve- | 
nues will come from sponsorship and 
television deals already negotiated by 
the International Olympic Committee. 
The remaining 20% will come from 
ticket revenues. As for sLoc itself, its 
present staff of 65 will grow to over 500 
in two years and to over 2,000 during the 
games. "The Olympics will open on Feb- 
ruary 8th 2002 whether we are ready or 
not," says Mr Joklik unflappably. 

Utah will benefit handsomely. The 
games are expected to generate over $2 
billion in investment in the state, includ- 
ing $514m in wages and $108m in state 
and local tax revenues. Salt 
Lake City, which has been 
bidding for the Winter — 
Olympics since 1967, origi- 
nally wanted to boost itself. 
Nowadays it is question- 
able whether the region 
needs the extra attention. 
Salt Lake City is already 
among the ten fastest-grow- 
ing cities in the country; | 
and the Wasatch Front met- | 
ropolitan area, which 
snakes along the base of the 
mountains from Ogden to __ 
Provo, is 1.5m strong and 
growing even faster. 





has been a huge subsidy to Californians in 
general and big water-users in particular. 
Because of this largesse, the price of most of 
the water used in California continues to 
bear little relation to its cost: hence the sur- 
real sight of rice growing in the desert. Marc 
Reisner, author of “Cadillac Desert”, de- 
scribes current problems as the sort of 
shortage you expect when inexhaustible de- 
mand chases an almost free good.” 

The 11D contests this argument, noting 
that the district paid back the loan (albeit 
without interest) to build the All-American 
Canal that brings the Colorado river on to 
their farms. And, though the water itself is 
free, ratepayers pay the transport costs to 
get it to their fields and homes. Thus, the 
11D argues, there is no subsidy at all. 

But it is the entitlement itself that is the 
subsidy. If the 11D had to compete with 
other users, the price it paid would surely 
be much higher (and would change farm- 
ing activity from water-intensive cattle and 
alfalfa, the valley’s two largest uses). Even 
so, agriculture is the valley’s lifeblood. “We 
understand the needs of the city,” says Patri- 
cia Brock of the 11D, “but we think we have 
something worth preserving here, too." 

If water entitlements were truly re- 
formed, places like the Imperial Valley 
could go back to desert scattered with ghost 
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towns—which is why state officials avoid 
the subject. The advantage of water trans- 
fers is that they begin to bring the price 
mechanism to bear without challenging 
the status quo. This is not a real market, be- 
cause it consists of one set of owners who 
get water free selling it on to another set 
with no such luck. But in the mad, mad, 
world of Californian water, it constitutes a 
great leap forward. 





The line-item veto 


When push 
comes to pork 


HAT is the connection between 

Mayor Rudolph Giuliani of New 
York and an Idaho potato grower? A certain 
dislike of jaywalking, perhaps, or an appe- 
tite for French fries; and also the fact that 
on February 12th they both won a victory, 
in federal court, against President Bill Clin- 
ton's use of the line-item veto. The judge, 
Thomas Hogan, declared that the veto was 
unconstitutional, since it "impermissibly 
upsets the balance of powers" The Su- 
preme Court must have the final word; but 


with Judge Hogan's ruling solidly larded 
with Blackstone, Washington and Gibbon, 
things do not look good for the president. 

Mr Clinton has enjoyed the veto for 
hardly more than a year. The nifty device 
allows him to reject specific items in spend- 
ing bills presented to him by Congress. 
Once thebill in question has thudded on to 
his desk, he has five days to go through it 
with the red pen, striking out pork. Presi- 
dents have longed for such power since the 
days of Ulysses Grant; but it was a Republi- 
can Congress obsessed with balanced bud- 
gets that finally handed this present to Mr 
Clinton, in 1996, with the unspoken senti- 
ment that he should stop them before they 
sinned again. 

Now the budget pressure has receded. 
That in itself has caused second thoughts; 
but so has the fact that the veto has hurt peo- 
ple. Mr Giuliani, joined by the hospitals 
and health-care workers of New York, was 
in court because Mr Clinton had struck 
from last years budget bill about $2.6 bil- 
lion in Medicaid benefits for the city and 
state. The Snake River Potato Growers, a co- 
operative of 30 Idaho farmers, were com- 
plaining that they had lost their tax breaks. 
Judge Hogan declared that all had suffered 
"an immediate, concrete injury". 

The bigger injury, however, according 
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to Judge Hogan, was to the delicate balance 
between Congress and president. Presi- 
dents are not meant to fiddle about with 
bills presented to them; they are supposed, 
he said, to accept or reject them in toto. 
Never mind that the constitution does not 
say that in so many words; that is what 
George Washington always understood. Be- 
sides, the bills in question—the Balanced 
Budget Act and the nicely-named Taxpayer 
Relief Act—represented “the best judgment 
of both houses". After the president's dele- 
tions, they no longer represented what 
Congress had intended. Indeed, the presi- 
dent had even managed to "permanently 
extinguish laws". Even if Congress had 
agreed to it, he should never have been 
handed such overriding power. 

In fact, according to Senator John 
McCain of Arizona, who stoutly defends 
the line-item veto, Mr Clinton's use of it has 
been mild, even disappointing. In its first 
year he vetoed only $491m from more than 
$800 billion in spending, or less than one- 
tenth of one per cent. Left standing were 
such worthy causes as a bridge across the 
Bull river in Alaska to get to the Golden 
Zone Mine; $100,000 to preserve a gunboat 
from the revolutionary war against Britain 
that lies at the bottom of Lake Champlain, 
in Vermont; and $150,000 for the National 
Centre for Peanut Competitiveness. 

Mr McCain also lamented that Mr Clin- 
ton had never listed proper criteria for ap- 
plying the veto. His rule ofthumb appeared 
to be, first: Is this a project proposed by a 
Republican? And, second, what might I get 
in exchange if I let this pass? Besides, con- 
gressmen had quickly adjusted to the new 
regime, and were now lobbying the White 
House directly to get their pet projects ap- 
proved. In short, the power of distributing 
pork had passed to the president, with wor- 
rying results. 

Barring a constitutional amendment, it 
seems that the line-item veto may turn out 
to be one of America's shorter-lived fiscal 
experiments, at least at presidential level. 
(Forty-three state governors have this 
power, and it is under no threat there.) De- 
spite its controversy, the veto does nothing 
to change the basic structure of budget- 
making. Its weakness is that it works only at 
the margins; yet even that has some use. 
Under the Line Item Veto Act, Congress had 
to help the president in his exercise of his 
veto by highlighting, in the budget bill, tax 
breaks that benefited fewer than 101 peo- 
ple. Thus were exposed not only the Snake 
River Potato Growers but the hard-cider 
producers of New York and Vermont (who 
were to be allowed to pay lower federal ex- 
cise taxes) and the sheriffs of Mississippi, 
who were to be allowed a new tax deduc- 
tion for business expenses. Such an exercise 
in public shaming would be worth preserv- 
ing, at least. 
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Mardi Gras 
New money 
on parade 


NEW ORLEANS 


VISIT to Blaine Kern's Mardi Gras 

World in Algiers, a low-rise industrial 
district of New Orleans on the west bank of 
the Mississippi, is like a trip to another 
planet. There, in several warehouses, live 
the giant ghosts of Shrove Tuesday past: car- 
toon characters, grotesque clones of movie 
stars, towering crayfish and dragons. All are 
made of papier maché, and they belong to 
the floats Mr Kern is famous for building. 
Floats drive the city's Mardi Gras festivities, 
which centre on several dozen parades in 
the weeks that lead to Lent. 

Floats like Mr Kern's are not cheap; nor 
are the beads and toys that must be thrown 
from them to the clamouring crowd, or the 
lavish formal dances for the riders. Mem- 
bership in the clubs known as Carnival 
"krewes" used to be the privilege of the 
city's old-money upper class. A few decades 
ago, a crop of newer residents, brought in 
by the oil boom, wanted to share in the fun. 
But, although the krewes they created were 
not quite so exclusive, they still required 
just as much money. A ride in one of the 
biggest nouveaux parades, the Krewe of En- 
dymion's, can cost nearly $1,000. 

New Orleans's newest Carnival club, 
the Krewe of America (Gregg Quinlan, pres- 
ident), takes the trend a step further. There 
is no need for New Orleans connections if 
you wish to ride in this parade, only for 
money. The krewe recruited its inaugural 
members by sending word to a select group 
of corporate executives across the country. 
About 180 agreed to pay $2,100 apiece, or 
$2,500 per couple, for four nights in a smart 
hotel and a ready-made Mardi Gras: floats, 
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costumes, trinkets and crowd. This will be 
the march of the business snobs. 

Purists are complaining, of course. They 
think the krewe experience should be 
achieved through birth or connections. Yet, 
for better and worse, Carnival has changed 
as the years have gone by. Tourists and fra- 
ternity boys flood the French Quarter now, 
wearing clothes that appal the stylish lo- 
cals. And the Mistick Krewe of Comus, the 
oldest of the krewes, stopped marching a 
few years ago when the city imposed an- 
other bit of modernity on Mardi Gras: a 
ban on racially segregated parades. 

Since Comus stopped parading, mer- 
chants have suffered. Mr Quinlan says his 
new krewe will keep revellers on the streets, 
spending money until dark. But that is 
nothing compared with the money the 
krewe members themselves will spend: as 
he points out, "We're not bringing in peo- 
ple who are going to eat hot dogs and drink 
beer.” Mr Kern agrees that the club will 
bring in a good, high-spending class of peo- 
ple. At times, Krewe of America boosters 
can sound as elitist as the old-timers. 

Yet the krewe will not bring in as many 
people as originally planned. Mr Quinlan 
and his colleagues have dropped their 
prices thousands of dollars, and have still 
recruited only 300 riders, not the 1,000 they 
hoped for. Sceptics have quietly smiled at 
this; perhaps you need to be local to thrive 
in this business after all. But the krewe cap- 
tain, Jack Blossman, remains confident 
that the krewe will reach its goal of collect- 
ing 20 members from every state. 

The Krewe of America will have to sur- 
vive, Mr Quinlan says, because it has al- 
ready spent serious money of its own. Mr 
Kern has built 14 floats from scratch, and it 
will probably take years to recoup the in- 
vestment. But for this krewe, like others, 
cost is a matter of course. "It's an expensive 
party to put on," Mr Quinlan says. "That's 
what people come back for." 
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^|. without a clear “exit strateg 


modelled on the robust democ- 
-racy of the pre-television age. The 
town hall (a basketball arena, ac- 
tually) was then beamed across 
- America; indeed, it was beamed 
as far afield as Iraq; since the 
White House took care to give 


ACK in 1972, when he was working for the McGovern cam- 

paign, young Bill Clinton met a budding foreign-policy 
wonk named Sandy Berger. Both men opposed the Vietnam war, 
and both agreed on its mainlessons. These were, first, that public 
support for military engagement was indispensable; and, sec- 
ond, that America should never get bogged down in open-ended 
foreign conflicts. Now, as President Clinton's national security 
adviser, Mr Berger is preparing for the bombing of Iraq. The les- 
sons of Vietnam still haunt him. 

Mr Berger is not a natural television type. He is plump, di- 
shevelled, lawyerly; his ego is of modest size; he is the grey guy 
with the fat briefcase. But, in the service of that first lesson from 
Vietnam, he has taken to the air 
this week to make the case for his 
Iraq policy. It is a rule ofthe televi- 
sion age that, although politicians 
can address cameras from the 
comfort of their offices, they must 
endure inconvenience to earn se- 
rious airtime. And so Mr Berger 
flew to Columbus, Ohio, to take 
part in a “town hall" meeting 


Saddam Hussein's favourite sta- 
tion, CNN, a world exclusive. 

In some ways, the town hall 
was a great success. All 90 minutes 
were carried live, and then re- 
peated in the evening too—no 
mean feat given that coverage of 
foreign policy on the main net- 
works has halved over the past de- 
cade. Yet the drive to sell Iraq pol- 
icy is not going well. Polls suggest 
that, over the past fortnight or so, opinion has swung against 
bombing Iraq: a new CNN survey has 50% against, and only 4196 


in favour. Anti-war hecklers.disrupted the town hall meeting in 


Columbus too: “One, two, three, four, we don't want your racist 
war" came their chant, echoing the Vietnam protests with which 
the young Mr Berger sympathised. But neither polls nor hecklers 
seem likely to persuade Mr Berger to back down, whatever the 
first lesson from Vietnam. “! appreciate all of you coming; I ap- 
preciate most of you listening," he said tartly in Columbus. 

Mr Berger wants to live by the second Vietnam lesson too; 
but doing so is proving just as difficult. In the first year of the 
Clinton administration, the phobia about getting bogged down 
abroad intensified dramatically with America's humiliation in 
Somalia. A new dictum arose: that America should not use force 
In 1996 Mr Berger's predecessor, 
iotion to the status of a “doctrine”: 
to a foreign country, we should 
e going to get them out.” 
ose argues in the latest issue of For- 
‘rventions are never quite this tidy. In 
1995, when the Dayton peace accord was signed, the Clinton ad- 
ministration swore that; American troops would be out of Bos- 




















Sandy Berger relives Vietnam 


nia within a year. But it then extended the deadline to June 1998; 
and now, with Mr Berger at the helm, it proposes to ignore this 
deadline as well and, sensibly, to refrain from setting new ones. 
However strong the fear of getting bogged down, Mr Berger evi- 
dently finds the chaos that would follow America's withdrawal 
from Bosnia even less appealing. 

The same is true now on Iraq. Mr Berger proposes to bomb 
Mr Hussein's arsenals, but he is careful not to claim that this will 
destroy all of them, or that there is anything to prevent Mr Hus- 
sein from building new weapons. He therefore concedes that 
America must be prepared to bomb Iraq repeatedly if it is seri- 
ous about its mission. Plenty of critics in Congress wish Mr 

Berger would dispatch troops to 
x» topple Mr Hussein, so that Amer- 
S ica could then claim to have fixed 
the Iraq problem for good. But 
there is no UN mandate for this, 
and it took 26,000 troops to hunt 
Manuel Noriega down in tiny 
Panama. So the administration 
prefers to hit Iraq from the air, if 
necessary at frequent intervals. 

In sum, Mr Berger is prepared 
to set aside the two lessons of his 
youth: he seems willing to defy in- 
creasingly sceptical public opin- 
ion, and to embark on a bombing 
campaign that may not work the 
first time. This break with past 
thinking might have been enough 
to prompt some past national se- 
curity advisers to proclaim (in 
charismatic Central European 
tones) a whole new conception of 
foreign policy. Mr Berger, by con- 
trast, has not much taste for grand 
ideas; he is happier composing 
lists of phone calls that need mak- 
ing. But there is another reason 
why he has refrained from trum- 
peting his rethink of Vietnam. Though events have shoved him 
down this path, he is not remotely happy about it. 

When it comes to public opinion, he is right not to be. If the 
polls show minority support for bombing now, they are likely to 
show even less when Mr Hussein produces photos of maimed 
Iraqi civilians. If public opinion goes sour, in these days of the 
permanent campaign, the administration may lose its will to 
persist in toughness. This being the case, the only way Mr Berger 
can contain Iraq's weapons programme is to win over the pub- 
lic. CNN is a part of his armoury, as important as cruise missiles. 

But when it comes to the fear of getting bogged down, Mr 
Berger could usefully repudiate the lesson of Vietnam more 
forcefully. There is nothing wrong with extended military com- 
mitments overseas: think of NATO, or America's deployment in 
East Asia. There is nothing wrong, either, in committing troops 
indefinitely to full-blown war if the cause is large enough: FDR 
did not fight Nazism while proclaiming an exit strategy. Amer- 
ica needs to decide whether a given problem affects its national 
interest gravely enough to warrant force; and then, if it does, to 
commit force until the job is done. The challenge, admittedly, is 
to get the public to go along with this: for it is not just America’s 


` leaders who are marked by the Vietnam eerie 
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us I| chink in Cuba's 


e Cuba's ‘Communist regime has freed some of its several hundred political 
s prisoners. Butit has no intention of freeing politics 


3 = TOf: often do dictators free their politi- 





re -cal prisoners. So the modest opening 

«cet prison doors that began in Cuba last 

oW s welcomed in the island as it was 

de. But was it, Cubans ask, really a sign 

opening, or, as one liberated dissi- 
de put it, a cosmetic public-relations ex- 

~~ ercise after the visit of Pope John Paul II? 

"Probably, they suspect, the latter. 

T - According to its daily paper, Granma, 

the regime was to pardon—no bourgeois 

nonsense like admitting they 

- should never have been jailed at 

| all—74 people from a list of 270 

iven to it by the Vatican during - 

the papal visit; 106, said Granma, - 

. were already out. Another 20 
-cases were "being considered". 

^. But 70 “counter-revolutionaries” 

= (plus several hundred more not 

. named by the Vatican, say dissi- 

- dents) would stay inside: "There .: 

. cannot be impunity for the ene- 

mies of the fatherland, or for 
. those who want to destroy Cuba.” 
' Beside those named by the Vati- 
. can, more than 200 others would 
-be freed, most of them common 
:. criminals, for reasons such as age 
or poor health. 

.. Is Fidel Castro really ready to 
give ground? The pope certainly 
hoped so. During his flight to Ha- 
vana, he told journalists, *You 
know very well I am thinking of 
human rights and what I can say 
to guarantee them.” When he publicly 
urged the regime to free "prisoners of con- 
science", the official television made no at- 
tempt to blanket his words; and he won 
from Mr Castro a reply that could have 
been significant: "For every word you have 
said, even those I might disagree with"— 
and the five-day visit had produced many 

.such—"on behalf of all the Cuban people, 
Holy Father, I thank you.” 

Since then, however, the regime has 
moved fast to show who is in charge. It had 

.. mocked the idea that the visit could change 
. anything: "We do not feel the need to 
- mount an ideological counter-offensive,” 
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said the foreign minister, Roberto Robaina. 
Yet within hours of John Paul's departure 
large groups of “special brigade” police 
were on every street corner. Young people 
strolling in Havana’s parks and squares are 
being constantly harassed by police. 

More signs of official unease were soon 
visible. Normal television programming 
was cancelled, as both channels gave live 
coverage of the annual torchlight parade 
on the birthday of Cuba's 19th-century lib- 





eration hero, Jose Marti, with whom the re- 
gime tries hard to identify itself. Thousands 
of students waved pro-government ban- 
ners, to chants of “Viva Ftdel”. From Santi- 
ago, the island’s second city, the president’s 
brother and armed-forces chief, Raul, was 
shown declaring emphatically that “Santi- 
ago continues to be the cradle of the revolu- 
tion. Socialism or death!” 

Those words were clearly directed at the 
city’s archbishop, Pedro Meurice Estiu. He 
had enraged the regime, when the pope cel- 
ebrated mass there, with an address calling 
on Cubans to “demystify false messiahs” 
and lamenting that they had “confused pa- 


triotism with a party.. 
an lng d To Ran 








































Rico. when some e clerics had an 
patriotic attitude.” Cardinal Jaime Ortega 
was quick to send his turbulent Archbishop 
ona trip to Mexico. = 
So why bother to release: any dissidents? m 
To show respect for the pope, said Mr . 
Robaina, averring that "national security" 
justified holding the 70 who will stay in 
side. He ruled out any changes in the law 
against political dissent. Pardons did not 
give those freed the right to “disturb do- 
mestic order," he said—and indeed at leas 
two people have been tried (and, gu 
what, found guilty) for "hostile prop 
ganda” since the pope left. i 
Elizardo Sanchez, who runs a group 
that keeps track of dissidents; says. thi 
though the pope's visit had “renewed 
hopes of the Cuban people’ 
had more in common with 
Prague Spring of 1968—a false 
dawn, crushed by Russian 
tanks—than with the Poland ‘of 
1989. Not that he expects tanks in © 
Havana's streets: “The govern- 
ment will move fast to put thin 
in their place again... Th. 
pope's demands will not pror pt 
any radical changes because: 
government... does not respect 
any of the civil or political righ 
recognised in international law 
Will the freed dissidents even 
be allowed to stay in Cuba, as the 
» pope urged? Usually, such people 
are pushed abroad at once. Six ` 
now in hospital in Santa Clara af- _ 
ter a 120-day "prayer fast" are al- 
ready under pressure to leave. = 
Jose Angel Carrasco, an econo- 
mist freed after six years ofa nine- : 
year sentence for hostile propa- 
ganda—publishing a newsletter 
critical of Mr Castro's social and economic 
policies—says that the prison authorities 
encouraged him to leave Cuba after his re- 
lease. He wants to join his daughter in Mi- 
ami. "Carry on with political activity here?" 
he asks wryly. "That's impossible. My ideas 
are not going to change. I'd be back in jail 
tomorrow." 
Hector Palacios, however, another freed 
detainee, says the threat of re-imprison- - 
ment will not keep him silent. “As political 
people, we have the duty and eu righ 
criticise,” he says. He wants all- 
Sones freed, a free press, free « 
and a multi-party system. He 
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voicing his opposition, and will return to 
jail if he has to. “I'd rather be in prison for 
my ideas than outside as a slave,” he says. 


“Fidel himself says ‘ideas don't die’, and 
I'm not going to leave Cuba.” 





Mexico 


The ruling party 
starts to splinter 


MEXICO CITY 


PLITS are not new to the pri, the Institu- 

tional Revolutionary Party that has 
ruled Mexico for some 70 years. Past defec- 
tors include Cuauhtemoc Cardenas, à 
founder of the left-leaning Party of the 
Democratic Revolution (PRD), a defeated 
candidate for the national presidency in 
1988 and 1994, and today, as elected mayor 
of Mexico city, well placed to try again in 
2000. But the current outbreak of dissent is 
becoming an epidemic. 

The latest to carry dissent into open 
warfare is Manuel Camacho, he too once 
mayor of the capital—a nominated post in 
those days—and (as he saw it) heir-pre- 
sumptive to the presidency. In the event, 
the PRI—that is, the then President Carlos 
Salinas—picked another man as candidate 
for 1994; and when this chosen heir was 
mysteriously murdered, opted for the 
present president, Ernesto Zedillo. Mr Ca- 
macho was meanwhile sent to sort out the 
Zapatist rebellion in Chiapas. He failed, 
was replaced, and has spent much of his 
time since then muttering against the 
wicked ways of his former party. On Febru- 
ary 17th, muttering gave way to the an- 
nouncement of a new party of his own— 
dedicated to the "democratic centre", this 
one—and a call for opposition parties to 
join forces against the pri (an idea that they 
have already tried in Congress, and have 
proved easier said than done). 

The new party has principles, it seems— 
they were on sale at $3 a pamphlet at Mr 
Camacho's launch rally—and would like to 
be a cleaned-up, democratic substitute for 
the pri. It is less clear that it has a future; or 
why the PRD and the far older right-wing 
National Action Party (PAN) should offer 
the born-again Mr Camacho space, let 
alone first place, to give it one. 

Not that he is the only pri deserter with 
ambitions. In the north-central state of Za- 
catecas, which will elect a new governor 
this summer, the present PRI governor re- 
fused to pick Ricardo Monreal as the party's 
candidate. Mr Monreal, a prominent fed- 
eral congressman, promptly tore up his 
party card, and persuaded the state PRD 
leaders to adopt him as their candidate. 
The PRD tried the same game in another 
state last year, and lost; but Mr Monreal, a 
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popular figure, may do better for it—and 
for himself. 

No less significant may be the actions of 
Manuel Bartlett, the hard-line pri governor 
of Puebla, one of Mexico’s more populous 
states, just south-east of the capital. He and 
the PRI majority in the state legislature last 
month rammed through a measure enti- 
tling him to spend more money in poor 
municipalities, less in rich ones controlled 
by the PAN. An electoral racket, cried that 
party, and arguably in defiance of federal 
law. More to the point, Mr Bartlett was cer- 
tainly defying the—PRi-controlled—federal 
government of Mr Zedillo. 

Mr Bartlett is seen as openly aiming for 
his party’s presidential candidacy in 2000. 
The old system whereby the pri incumbent 
picked his successor is breaking down. It is 
already endangered by a recent change in 
the party rules, that any PRI candidate 
should have ten years in the party and at 
least one electoral victory to his name. Mr 
Zedillo, a technocrat, did not have those 
qualifications; and in his cabinet of tech- 
nocrats only two ministers do. Mexico's 
next president may yet come from the PRI, 
if opposition parties cannot agree on a can- 
didate; but he may well come by a different 
route, and certainly from a different PRI. 





Paraguay 
Was mostly farce 


SAO PAULO 


HO poses the greater threat to South 

America's shakiest democracy, Lino 
Oviedo or President Juan Carlos Wasmosy? 
Two years ago, the answer seemed clear. In 
April 1996, General Oviedo staged an abor- 
tive mutiny when Mr Wasmosy ordered his 
sacking as Paraguay's army commander. 


Only American, Brazilian and Argentine 
pressure cut it short. Yet now Mr Wasmosy, 
critics say, is trying to postpone a presiden- 
tial election due on May 10th, because its 
likeliest winner is General Oviedo. 

Both men belong to the Colorado party. 
The general in September won a narrow 
victory in its presidential primary. That 
stung Mr Wasmosy into elaborate manoeu- 
vres to block him. First, in October, as su- 
preme commander of the armed forces he 
ordered General Oviedo into 30 days of de- 
tention for “insulting the president". After 
42 days in hiding, the general turned him- 
self in. On the eve of his release from a bar- 
racks in Asuncion, a special military tribu- 
nal set up by Mr Wasmosy extended his 
sentence indefinitely. On January 3oth, 
when a civilian judge seemed about to or- 
der the general's release, military aircraft 
and tanks staged "training" exercises 
around the Palace of Justice. This week the 
military tribunal was said to be about to 
sentence him to up to ten years in jail. 

The aim, say his supporters, is to dis- 
qualify the general as a candidate (though 
no one is quite sure of the law on that). In 
parallel, a special Colorado convention on 
March 2nd may decide to expel Raul Cubas 
Grau, the general's vice-presidential nomi- 
nee. All this would open the way for Luis 
Maria Argana, the party chairman, who lost 
toGeneral Oviedo in the primary, and who 
seems now—after years of mutual loath- 
ing—to be in cahoots with Mr Wasmosy. 

At the same time, the president's men 
are trying to get the election put off. Carlos 
Facetti, a Wasmosy ally who was walloped 
in the Colorado primary, this month belat- 
edly asked the courts to annul that con- 
test—and the primaries of the opposition 
parties. Neither that nor his incarceration 
has deterred the general's friends: on Feb- 
ruary 15th, thousands rallied in Asuncion 
to launch his campaign. But what if the 
courts order the election itself delayed? 
"Not my problem," says Mr Wasmosy. 

Oh no? The opposition is united, and 
polls say any Colorado except General 
Oviedo would lose to its candidate, Do- 
mingo Laino. He has accused Mr Wasmosy 
and “mafias” around him of trying to stop 
the election at any cost. And more powerful 
folk than Mr Laino are concerned. Report- 
edly, Mr Wasmosy consulted Brazil about 
postponing the election. If he did—he says 
not—he got a dusty answer. Brazil's ambas- 
sador has said that continued co-operation 
with Paraguay depends on "democratic 
normality" there, a message backed up by 
the other Mercosur countries when Latin 
American foreign ministers met in Panama 
this month. Brazil and Argentina could 
strangle Paraguay's landlocked economy. 

The world might be glad to see the back 
of the Colorados, who dominated Paraguay 
as it became a haven for smuggling, drug- 
dealing and corruption under the 35-year 
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What does it take te guide the world through markets 





whose boundless potential is accompanied by daunting - 
complexities? Certainly more than a mere presence in Asia. 
It requires a firm commitment to the region. The 
dedication to acquiring knowledge by entering markets 
early. And maintaining it by remaining through good 
times and bad. To gaining keen insight through dedicated 
research. And transforming unique perspectives into 
wisdom for creative, and successful, solutions. Our 

commitment is an art. Practiced and perfected over 
more than 30 years of dedication to Asia. It's a difference 
proven through time. And one which will continue long 
into the future. 


The difference is Merrill Lynch. 








KrisWorld’ is now playing in every seat in every class on Singapore Airlines. We invite you to sit back and choose from over ( 


entertainment options, from blockbuster movies and TV hits to thrilling interactive games, the widest selection of music and satellite text new 





fou even have your own phone. In addition, First and Raffles Class passengers can enjoy Wisemea*’ the world's first inflight entertainment 
A great way to fly 


vstem to provide both audio and video on demand. Enjoy the biggest show in the sky, only on Singapore Airlines. SINGAPORE AIRLINES 
. | , EN e ¢ ` amam a —— —— ———9—— 


rune Ll? ^ TET. j n9: or "n Po. 4 . T J PT n ‘ curr win "47 Ir*' Dii vct T vod SRIOCTAD ADA bidders 





digital» 


Want to make sure the Internet is your company's path to the future? Go with us. No one — fot IBM, Sun, HP or 
Compaq — has the combination of leading edge solutions, Web servers, AltaVista” tools and Internet experts 


that we do. Find us at http:’/www.asia-pacific.digital.com/navigate. And get ready to win in a networked world. 





dictatorship of Alfredo Stroessner. And few 
outsiders fancy the idea of General Oviedo, 
at best an unstable populist, in power. He is 
no likely martyr for democracy. Yet Mr 
Wasmosy’s efforts to make him one have 
undermined the little the president has 
achieved in equipping Paraguay with the 
institutions of a modern state. 





Colombia 


All is not green 
that glisters 


BOGOTA 


OR the past 50 years, Colombia's emer- 

ald production, the largest in the world, 
has proved impossible to regulate. Mining 
towns such as Muzo and Cosquez, in the 
central province of Boyaca, supply some 
60% of world output, and 80% of the top- 
quality stones. But in 1996 legally traded 
emeralds earned Colombia only $180m. 
Far more stones disappeared into the black 
market, to avoid taxes. Some traders put the 
real value of Colombia’s “green gold” at $1.5 
billion a year. 

Atan international emerald conference 
that starts in Bogota on February 23rd, the 
state mining organisation, Mineralco, will 
announce plans for the world’s first emer- 
ald exchange, a move that would revolu- 
tionise the trade. Most people in the indus- 
try acknowledge the need for change. But 
some wonder whether this is exactly the 
way to go about it. 

Back in 1946, the government tried to 
nationalise the emerald mines. But, for all 
the efforts of police and army in the mining 
areas, it could not take control. In 1973 the 
state threw in its hand, leaving ruthless em- 
erald lords and their private armies to fight 
things out. 

In the mid-1980s, two leading figures in 
the business, Gilberto Molina and Victor 
Carranza, were approached by Gonzalo Ro- 
driguez Gacha, head of the militia run by 
Pablo Escobar’s Medellin cocaine mob. He 
proposed a deal giving the mob better ac- 
cess to the emerald zone. Mr Molina re- 
fused and wild-west-style war began. Ene- 
mies gunned each other down in the street 
and in bars and cafés. They blew up each 
others’ homes. One emerald baron was 
dropped from an aircraft on to his miners 
working below. In six years of bloodletting, 
Mr Molina and, by one estimate, 3,000 oth- 
ers were killed. Mr Carranza, who began 
work in the mines at the age of ten, emerged 
on top of the pile. Now 63, he owns two of 
Colombia's top four emerald companies 
and a large share in a third. 

The industry has long had ties with 
drug dealers, with emerald traders both fi- 
nancing shipments and laundering drug 
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money. The American State Department 
has in the past made allegations linking Mr 
Carranza both to the now battered Cali 
mob and to paramilitary groups. Non- 
sense, he says. But even as the launch of the 
emerald exchange approaches, he is due to 
appear before local prosecutors investigat- 
ing the setting up of a paramilitary group 
said to number at least 2,000 men. 

Two earlier attempts to establish an em- 
erald exchange, in 1981 and again in 1994, 
sank without trace. But Mineralco hopes 
that, with relative peace in the mining ar- 
eas, and the Cali mob largely dismantled, it 
can get the idea moving this time. The pric- 
ing of emeralds has traditionally depended 
on dealings in the Middle East and Europe. 
Now, says Mineralco, it will be in Colom- 
bian hands. Prices will rise, and with them 
both miners’ pay and the government's 
take in taxes and royalties. Mineralco be- 
lieves that the exchange could make emer- 
alds Colombia’s third-biggest export, after 
oil and coffee. 

Maybe, but critics in the industry have 


. Alicia in the big city 


WO years ago, in 1996, she was 
| crowned Miss Universe. These days 
_ Alicia Machado is an aspiring soap-op- 
era actress. This week she was due to 
tackle her hardest role: convincing the 
authorities that she did not make death 
threats to a judge who had ordered the 
arrest of her boyfriend. The real-life soap, 
which—sex apart—already featured sui- 
cide and an alleged attempt at murder, 
has held Venezuelans enthralled. 

They had expected to see Miss Ma- 
chado make her debut as “Samantha”, a 
country girl who goes to the big city. In- 
stead, she has been making regular ap- 
pearances before court officials to an- 
swer questions, and on nationwide 
television to proclaim her innocence. 

The male lead in this complex plot is 
Miss Machado's rugged boyfriend, Juan 
Rafael Rodriguez Reggeti. He had a sister, 
who, eight months pregnant, jumped off 
a fifth-floor balcony. He, allegedly, blam- 
| ing her husband for the suicide, sought 
revenge by firing two shots at him just af- 
ter the funeral. The husband was hit but 
survived. Mr Rodriguez fled in a car 
driven, say the police, by Miss Machado. 

The investigating judge,  Maxi- 
miliano Fuenmayor, issued an arrest 
warrant for Mr Rodriguez. But Miss Ma- 
chado, who claimed she was ill at home 
at the time, seemed to be in the clear, for 
the moment anyway. It was a short mo- 
ment. Within hours, Mr Fuenmayor had 
a telephone call from her. He says she 
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doubts. They fear the result will be a virtual 
monopoly for Mr Carranza. His companies 
operate the most lucrative of Mineralco's 
concessions in Boyaca, and such is his 
power that he can demand the right to buy 
high-quality stones found elsewhere. To his 
credit, the mining towns are more peaceful 
these days, and the number of self-em- 
ployed prospectors has dropped in recent 
years from 25,000 or so to 5,000. One rea- 
son is better mining practice: less slurry 
containing rough stones is released into 
rivers, a practice that had kept unofficial 
miners in business. Another reason, say 
some, is threats of violence. 

Small dealers in Bogota say Mr Car- 
ranza and his associates have been holding 
back rough emeralds, pushing up the price 
and forcing them out of business. Medium- 
sized dealers fear they will be unable to af- 
ford to join an exclusive club. The trade will 
no doubt become more orderly, as in the 
early days of South African diamonds; and, 
as with them, at a price. 








Life was all smiles then 





threatened to ruin his career and have 
nim killed. She admits she rang, but says 
it was merely to thank him for his unbi- 
ased pursuit of justice. Mr Fuenmayor 
says she in fact threatened him with her 
powerful friends, from—supposedly— 
President Rafael Caldera down. 

This week Mr Rodriguez was out of | 
sight, perhaps out of the country. The 
husband too had vanished. And the for- 
mer Miss Universe, previously best 
known (beauty queens are ten a penny in 
Venezuela) for putting on 15 kilos within 
weeks of winning her title, risks up to 18 
months in prison for making death 
threats. She'd better rehearse well. 
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{Z OFF ANNAN had no option but to go 
SOSAN to Baghdad in a last-chance bid for a 
er peaceful. end to the crisis over United Na- 
^: tions weapons inspections in Iraq. The UN 
|. ‘seeretary-general had indicated earlier that 

«he would do so only if he had a mandate 
m the Security Council containing the 












, without giving anything vital away, 


ricate himself from his corner—if that, in- 
ed, is what the Iraqi now wants to do. It is 


^ with the formula he needs: he certainly 


goes as a messenger, not a negotiator. Butif 

he had stayed away, the bombing of Iraq _ 
would have been inevitable: America’s- 
ships and aircraft are in place and waiting. - 
As head of the organisation that stands for ` 


world peace, and a long-time peacekeeper 


himself, he had to try. He was due in Bagh- 


dad on Friday to do his best. 


Probably, nobody else's best could be’ 
better than Mr Annan's. His two immedi- — 
ate predecessors would have been hopeless. 
Boutros Boutros-Ghali succeeded in getting _ 
way from his first defiance, agreeing in 
| principle to some kind of UNscom-plus so- 
lution (though not, as yet, an acceptable 


himself demonised by the Americans; Jav- 
ier Perez de Cuellar, who made a doomed 


last-ditch attempt to avert the Gulf war in 


`.. January 1991, was seen by Iraq as too close 


Fu to the West. Mr Annan, a Ghanaian who - 
~~ has served the UN for nearly half his 60 


a years, | is Sene ily respected: a oughta 
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ofa negotiated solution, a formula - 


would allow Saddam Hussein spaceto ex- _ 


10t clear that Mr Annan has been armed 


Nill Saddam Hussein accept the last-hope face-saver on offer? 


realistic man of principle. 


His mandate consists of oral instruc- 


tions, wrested out of the Security Council’s 


five permanent members after intense ne- 
gotiation. The council's insistence that the 
UN's special commission (UNSCOM) should 
be allowed free and unlimited access to all 


suspect Iraqi sites, including eight "presi- E 
dential” ones, in its search for weapons of 


mass destruction remains, as expected, un- 
changed. The devil is in small details: 
whether. the UNSCOM teams visiting the 
presidential compounds—which, accord- 


 ingtothe UN’s recent survey, consist of hun- 
dreds of buildings spread over areas thatal- 
together amount to some 75 square 
kilometres (29 square miles)—-can be em-- 
bellished with diplomats or other high-ups 
in a manner that does not make the inspec- 
‘tions less rigorous but might allow Mr Hus- 


sein to save a bit of face. 
Whether or not Iraq will be bombed 


. now depends on the answer to two ques- - 


tions. First, whether Mr Hussein will grab 


the small face-saving opportunity that is 


being offered him. He has moved a good 


one) but insisting on a two-month dead- 
line, which is also unacceptable. Well-wish- 
ers, including France, Russia and Egypt, 
have warned him of the devastation that 


affects the strength of his own positi: tion 


Council resolutions and our own. nationa 
‘ica’s liking, it will not do. 


Its military build-up in the Gulf is al 
complete. But public support for 


English-speaking western world (Amer 
Britain, Canada, Australia, New Zealand 

and beginning to quaver even. insid 
-Iraq's neighbours in the Gulf—with Kuw 


17th, a Gallup poll showed a clear major 


tion, 46% for diplomatic. The same day, M 
. Clinton, accepting the need to bolster sup- 
port, explained the reasons for armed ac- 


porting “all necessary and appropriate ac-. : 


































































will descend on his country 

ihe does not go farther, a 
cn offer. His decision may res 
culation of how capitulation, ; 


The second question is whether th 
American administration is prepared toal 
low Mr Hussein to escape with some dig 
nity intact. Mr Annan was seen off with dis- 
couraging words. "The United States is 
supportive of his trip," said Bill Richard- u 
son, America's envoy at the UN, " But we re- 
serve the right to disagree if the conclusion: 
of the trip is not consistent with Secur 


+ 


interest.” In other words, ifitis not to 


There are calculations. for Ame 


strike is almost non-existent out de 


the trembling exception (see box on nex 
page}—continue to back away from overt. 
involvement. Bahrain, the headquarters o 
America's Fifth Fleet, has now joined Saud 
Arabia in prohibiting the use of any base 
on its territory for strikes against Iraq 

And Americans themselves are st 
to harbour second thoughts. On Fe 


of Americans—5496 to 41%—favouring 
diplomatic solution rather than milit 
force; this reversed an earlier poll 
weeks ago when 50% were for military 


tion in a speech broadcast from the Penta- . 
gon. A bombing campaign, said the . 
president, would "seriously diminish the 
threat" posed by Iraq's chemical and bio . 
logical arsenal—though it would not,head- 
mitted, destroy it. Meanwhile, Madeleine . 
Albright, the secretary of state, and William 
Cohen, the defence secretary, who have ` 
both just returned from support-seeking in; 
the Gulf, are now trying to woo hearts and 
minds in America's heartland. 
Congress has been reluctant, so far, to 
send Mr Clinton the signal he wants, sup- 


tion" against Iraq. Senators want to be. 
clearer about the objective of air strikes— 
and about longer-term policies too. M 
tary men have been expressing their scep 
cism that bombing alone will el 
stroy Mr Hussein's secret w 
drive him from power: me 





KUWAIT CITY 


S AMERICA continues its prepara- 
tions to bomb Iraq, Kuwaitis are 
steeling themselves for the worst. Three 
times a day they hear a siren, broadcaston 
local television, followed by advice on 
how to cope with a chemical attack. The 
| question whether or not Saddam Hus- 
|! sein still retains any weapons of mass de- 
| struction is nowa topic of intense interest 
| in this country. Of even more interest is 
whether he still has the means to dump 
them on Kuwait. 

Kuwaitis were alarmed to learn re- 
cently that Iraq has. perfected its own 
home-made missile, with a range of 150 
kilometres (94 miles)-short enough to be 
permitted by the United Nations but long 
enough to reach Kuwait City. Military an- 

| alysts doubt whether Iraq has the technol- 

| ogy to launch a chemically-tipped missile 

|! without having it detected first, or having 

| the chemicals destroyed in flight. 

| But in Kuwait’s coffee shops the fear 
persists that a lone, suicidal Iraqi infiltra- 





of the month-long, round-the-clock bomb- 
. ing campaign in 1991 that caused Iraqis ex- 
. treme pain both then and later—it de- 
~ stroyed the electrical grid and shut down 
sewage control and other essential ser- 
vices—but did not make Mr Hussein with- 

. draw from Kuwait or crack his power. 
Dispute has reappeared, causing a mild 
. rift between America and its loyal ally Brit- 
. ain, over whether or not military action 
. needs another Security Council resolution. 
_ America's position is that since Iraq is in 
clear breach of the council's ceasefire reso- 
lution at the end of the Gulf war, no further 
measures are needed. Britain. argues that 
another resolution, spelling out Iraq's sins, 
. would be highly desirable. It might, how- 
ever, be unobtainable. If Mr Annan suc- 
- ceeds in his mission nearly-impossible, 
that question, along with much else, will 
: be, thankfully, academic. 


i “Sierra Leone 
: TD: a cin 


HEN Nigerian t troops o ‘bine West Af 
| “rican intervention force, ECOMOG, 
chased a ramshackle junta outof the Sierra 
Leonean capital, Freetown, last week, its cit- 
izens celebrated. The rest of e world 
looked the other way. : 
The Nigerians had ı no proper man- 
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tor could slip into the country and release 
a deadly aerosol of anthrax or some other 
biological horror. With this in mind, the 
government has closed its frontier with 
Iraq. Already a sand-bank, a trench and 
an electrified fence guard the 200-kilo- 
metre-long border. Now, Kuwait has 
banned all civilians from the north of the 
country. Hunters and campers have been 
evicted from this featureless desert, so 
that Kuwait's border police can spot in- 
truders. At new checkpoints around the 
capital and at the airport policemen wave 
westerners through but scrutinise non- 
Kuwaiti Arabs. - | 

Civil-defence training has begun. 
Dressed in khaki overalls, some 400 
young volunteers, jumping at the chance 
to do something new, have spent the past 
few days learning first aid and fire-fight- 
ing. Gas masks, in short supply, have be- 
come an issue. 

The government says that it is distrib- 
uting 100,000 masks to the army and the 


date—they did not even inform other mem- 
bers of the ECOMOG force that they were go- 
ing to attack—but they have at least paved 
the way for the return of a democratically 
elected government. No one else was going 
to get rid of the junta, and a peace agree- 
ment among Sierra Leone’s warring par- 
ties, signed last October in Conakry, in 
nearby Guinea, seemed to be falling apart. 
Casualties were relatively low—an esti- 
mated 100 civilians killed. So, few pro- 
tested at Nigeria’s intervention. 

Indeed the chairmen, respectively, of 
the Organisation of African Unity and the 
Economic Community of West African 
States (which has nominal control of 
ECOMOG) welcomed the intervention. And 
the people of Freetown were overjoyed to 
see the back of the barbarous, ill-educated 
thugs and their allies, rebels of 
the Revolutionary United 
Front. For the first time since 
the coup, the long-suffering 
inhabitants of Sierra Leone's 
capital were able to get food 
and fuel, essentials made 
scarce by looting and ECO- 
MOG Sanctions. Emergency 
food aid is also on its way for 
an estimated 500,000 people, 
about a tenth of the popula- 
tion, who are in desperate 
need. 

But. Sierre Leoneans have 
seen too much suffering in the 
past few years to believe their 


country’s problems are solved. Nigerian troops: frisking or rfleecing? _ 


national guard. Other Kuwaitis are buy- 
ing masks as fast as they reach the shops. 
At around $200 each, the latest imports 
from Switzerland and Britain are afford- 

able for most native Kuwaitis but far be- 

yond the pocket of many of the poorer 

outsiders who make up two-thirds of the 

population. Instead, some ofthe latter are 

making “the poor man's gas mask" from 

lumps of crushed charcoal sprinkled over 

a wet rag. They practise wrapping this 

around their nose and mouth, in thehope | 
that this will keep out any poisons and 
germs Iraq may fire at them. 

Officials say reassuringly that they do | 
not expect an Iraqi attack. But, with the | 
arrival of a pack of foreign journalists, 
news of Kuwait’s role in the military | 
build-up has been widely broadcast. 

| 
| 
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Widely enough for Iraq's foreign minis- 


ter, Muhammad Said al-Sahaf, to warn 
Kuwait against committing “a deadly 
mistake" by letting its soil be used for an 
attack on Iraq. "Whoever opens his terri- 
tories for the Americans to spill innocent 
Iraqi women's and children's blood”, he 
explained, “would bear the detrimental 
consequences of his crime." 
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The remnants of the junta and their rebel 
friends have taken refuge in the interior, ex- 
cellent guerrilla country where fighting 
could continue indefinitely. Fighting is re- 
ported from the strategic towns of Bo and 
Kenema, both of which have thousands of 
displaced people living around them. The 
Nigerians are moving inland but will find - 
that Freetown, on a peninsula, is easy to- 
control, while the rest of Sierra Leone is a 
harder prospect. If they cannot crush the 
remnants of the junta and the rebels, fight- 
ing could spread and re-ignite Liberia’s - 
civil war, or else spark off a war in neigh- 
bouring Guinea, which suffers similar so- 
cial and ethnic tensions. 

Nor will Sierra Leoneans Silidichennt 
edly welcome the return of Ahmad Tejan 
Kabbah, their elected president, who has 
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lived in exile in Guinea since a coup last 
May. His 15-month government made him 
many enemies. He was seen as weak and 
arrogant; unable to act decisively against 
corrupt vested interests, slow to get the 
economy under control and unwilling to 
make peace with the rebels. He also side- 
lined the army and relied on local self-de- 
fence militias, known as Kamajors. That al- 
most certainly helped bring on the coup. 
Even with the best will in the world, Mr 
Kabbah's task, always difficult, is nigh im- 
possible now. How can he build a national 
security force out ofan untrustworthy army 
and the self-defence militias? Only when 
such a force is established, however, can he 
hope to win control over the country’s rich 
diamond deposits and other valuable re- 
sources. Will the Nigerians stay to help, and 
if so for how long? And what will be their 
price for putting Mr Kabbah back on his 
throne? Diamonds? After the fighting 
ended in Liberia last year, Nigerian peace- 
keeping troops helped themselves. 
Rebuilding a national army is also a po- 
litical issue. Under last October's Conakry 
agreement, the junta was supposed to give 
up power and Mr Kabbah was to return 
and form a government of national unity. 
But with the forcible eviction of the junta, 
will he feel the need for such a broad-based 
government? If he spurns national recon- 
ciliation, re-appoints his cronies and 
refuses to listen to others, he will be unable 
to unite the armed factions. And he will 
leave pockets of resentment throughout the 
country. Sierra Leone’s agony is not over. 





South Africa 


Old wine in 
new bottles 


PAARL 


HE lush vineyards of the Western 

Cape—all white-owned—are an un- 
likely place to find pioneers of black eco- 
nomic empowerment. South Africa's wine 
farmers have an ugly record of crude labour 
practices and shady deals. But as their 
wines now compete for shelf-space in Euro- 
pean supermarkets, they are attempting to 
clean up the 300-year-old Cape wine indus- 
try. Later this year the industry will be de- 
regulated. New laws will abolish the statu- 
tory powers of the mighty Ko-operatieve 
Wijnbouwers Vereniging (Kwv) the 80- 
year-old farmers' co-operative which domi- 
nates the industry. It will be privatised and 
its official role in fixing wholesale grape 
prices ended. 

The end of sanctions has meant wine 
exports have shot up. By 2000, exports of 
South African wine are forecast to reach 1.1 
billion rand ($223m), more than double 
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their 1995 level. But South African vine- 
yards are primitive in comparison to rivals 
in Australia and Chile. To compete, they 
must introduce wider varieties of grape, 
new technology, more machines—and 
shed jobs. Prospects for many of South Afri- 
ca’s vineyard labourers are poor. 

Some wine farmers, however, have real- 
ised that improving the lives of their work- 
ers and giving them a stake in the industry 
is not just politically correct charity, but 
makes sound commercial sense. This 
month wine farmers at Nelson’s Creek and 
Fairview created the world’s first commu- 
nity-owned commercial wine producers by 
donating tracts of land to their workers. Al- 
most the entire workforce are Cape 
Coloureds—families of mixed-race origin— 
who have worked the vineyards for genera- 
tions in an almost feudal relationship with 
the owners. There are still those who re- 
member prisoners working the vineyards. 
Meanwhile the “dop” system—paying 
workers with a daily dose of wine—even 
though no longer used, has left its residue of 
alcoholism among the industry’s 50,000 
workers and their 250,000 dependants. 
Such practices have done immense harm 








Slipping down nicely 


South African wine exports 
million cases 
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Source: Wines of South Africa 
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to the image ofan industry which is desper- 
ately seeking friends abroad. “Wine is such 
a product of origin that we cannot succeed 
if South Africa doesn’t look good,” says 
Willem Barnard, the kwv's chief executive. 

It is not just a matter of image. If their 
wine is to compete, farmers can no longer 
afford the feudal inheritance. *A lot of 
farmers don't want responsibility for hous- 
ing their workers" says Charles Back, a 
third-generation wine farmer. "I employ 
140 labourers from 59 families, a full-time 
social worker, a nursing sister, a creche with 
two teachers, and I run a floodlit sports ` 
club. This becomes a job on its own, but my 
job is to make wine.” 

Now there is an alternative. In apart- 
heid times, only whites could own land. 
Now labourers are encouraged with gov- 
ernment subsidies to start their own farms. 
Spurred on by new legislation, Mr Back, 
who owns Fairview, has helped buy 20 
hectares of land adjacent to the estate, 
where labourers’ families can plant vines 
and build new homes with a government 
grant of 15,000 rand per family. The first 
20,000 bottles of Fair Valley, the labourers’ 
new vintage, have already been pre-sold to 
a London vintner. When their new homes 
are complete, the workers’ former houses 
will become tourist chalets—managed by 
their previous occupants. 

This project will cost about 1m rand, 
and at least ten like it are in the pipeline. 
Derek Hanekom, minister of land affairs 
and agriculture, hopes their example will 
catch on. Mr Back predicts that, in future, 
the farming communities will diversify 
into farming their own land, and selling 
their specialist skills to several estates. But 
to achieve that transformation, the existing 
owners will have to provide new farmers 
with the means to get started; tractors, oak 
casks and a supply of raw grapes. 
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Who will run for Germany’s 
top job? 


HANOVER 


The race for the premiership of Lower Saxony could determine the winner of 
Germany’s general election in September 


14 HOEVER wins the Lower Sax- 

ony election wins Germany,” 
mused a local politician over a beer in Han- 
over, the state capital. An alcohol-induced 
exaggeration? For most of its 52-year history 
Lower Saxony, Germany's second-largest 
and fourth-most-populous state, has not 
played a decisive role in anything much— 
political or otherwise. 

This time, though, the local man may be 
right. With the state poll due on March ist, 
even Germany's chancellor, Helmut Kohl, 
is hitting the provincial campaign trail as 
though his career depended on it. As well it 
may. What happens in Lower Saxony will 
not only be seen as a pointer for the general 
election in September, when Mr Kohl is 
seeking a fifth successive term. It may also 
decide whether Gerhard Schroder, the local 
Social Democratic premier, gets a shot at 
running for Mr Kohl's job. 

The ebullient Mr Schróder, a man of 
rugged charm with an eloquence few (cer- 
tainly not Mr Kohl) can match, has long 
looked too big for the drearily self-effacing 
state he has governed since 1990, at first in 
coalition with the Greens but later alone. It 
is 16 years since, as a far-left youngish So- 
cialist, he (jokingly?) rattled the railings of 
the federal chancellery in Bonn shouting, 


THE ECONOMIST FEBRUARY 215T 1998 


“Let me in.” Now 53 and right-wing as So- 
cial Democrats go, he reckons the moment 
for triumphal entry has come at last. 

A lot of Germans seem to think so, too. 
Opinion polls regularly show Mr Schroder, 
who has been lukewarm to the idea of giv- 
ing up the p-mark for the euro, to be the 
country’s most popular politician. Unfor- 
tunately for him, he is a lot less favoured by 
many top Social Democratic bigwigs, who 
regard him as an opportunistic prima 
donna, often closer to the bosses than to la- 
bour. Their favourite is Oskar Lafontaine, 
the party's chairman and premier of the 
Saarland—and as identifiably a man of the 
old left on issues such as job-creation and 
ecology as their hero, Lionel Jospin, in 
France. In a straight vote now among Social 
Democratic grandees on who should be 
“chancellor candidate” to run against Mr 
Kohl, the canny Mr Lafontaine (who keenly 
wants the nomination but has been careful 
not to say so) would win hands down. 

Still, that issue will not be decided until 
the first half of March—after the Lower Sax- 
ony election. That gives Mr Schroder a 
chance to turn the tables on his party foes. 
Four years ago he led the local Social Demo- 
crats to victory with 44.3% of the vote, giv- 
ing them a one-seat absolute majority in 


the Hanover parliament. This time he has 
pledged that if the Social Democratic vote 
drops by more than two percentage points 
then he will not seek the chancellor candi- 
dacy. A bold move—but probably not bold 
enough. Most pundits reckon that Mr 
Schröder will have to do at least as well, if 
not better than before, to pip Mr Lafont- 
aine at the post. 

Can he? You might think so, to judge 
from his bright and breezy campaign ap- 
pearances, coaxing even the sceptical into 
feeling that improvements could be on the 
way. They certainly need to be. Lower Sax- 
ony has one of the highest jobless rates in 
western Germany (12.6%, against an aver- 
age of 10.5% across the western states, and 
12.6% nationwide); its debt has soared; its 
economy is too dependent on farming and 
declining industry (although Hanover is 
home to the world’s largest annual indus- 
trial fair); there is too little high-tech and 
too few services. Not all Mr Schróder's fault 
of course; but hardly a testimonial for a 
would-be chancellor, either. 

Besides, do Lower Saxons really want to 
re-elect a premier whose main aim is to 
move on to “higher things” in Bonn by the 
year’s end? Might not Mr Schróder's recent 
divorce from his perky and popular wife, 
Hiltrud, to marry for the fourth time be 
counted against him? Those are impon- 
derables. What is certain is that the political 
opposition looks tougher and better orga- 
nised than four years ago. This time the lib- 
eral Free Democrats, who managed only 
4.4% before, may just scrape together the 
minimum 5% needed to win seats in parlia- 
ment. And they are ready to form a coali- 
tion with the Christian Democrats under 
their young lawyer-leader, Christian Wulff 
(see box overleaf), who last time got 36.4%. 

A return to a Christian Democrat-led 
government in Hanover (like the one be- 
fore Mr Schroder won power in 1990) still 
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seems unlikely, but it would be a splendid 
prize for Mr Kohl. It would remove Mr 
Schroder from the race for chancellor, leav- 
ing “only” Mr Lafontaine to deal with. Mr 
Kohl has trounced him once before, in the 
general election of 1990. It would also 
make it next to impossible for the Social 
Democrats to go on blocking government 
legislation in the Bundesrat, the second 
chamber of the federal parliament, where 
the Lander (states) are represented. The gov- 
ernment might even be able to nod through 
some juicy tax cuts before general-election 
day on September 27th. 

Suppose Mr Schroder wins hand- 
somely after all, what then? Mr Lafontaine 
will feel sour even as he slaps his rival on 
the back. But Mr Kohl will feel sourer still. 
His government coalition is trailing the 
combined Social Democrats and Greens in 
the polls; unemployment is rising inexora- 
bly towards 5m. True, things looked nearly 
as bad four years ago, before that year’s elec- 
tion, and Mr Kohl still came from behind 
to win—just. 

Can he do it again? A poll made public 
on February 15th shows that a growing 
number of his own supporters doubt it. 
That number looks bound to soar if the 
Christian Democrats flag badly in Lower 
Saxony. No wonder Mr Kchl is stomping 
the campaign trail alongside Mr Wulff with 
near-desperate energy. 





Russia 


General 
discontent 


MOSCOW 


ETERMINED still to be Russia’s next 
president, Alexander Lebed, a former 
general, has decided to get some relevant 
experience beforehand. This week he said 
he would run for governor of Krasnoyarsk, 
a vast and thinly populated region of east- 
ern Siberia, where an election is to be held 
on April 26th. Mr Lebed, a law-and-order 
nationalist with a strong claim on the army 
vote, is taking quite a risk with his career. If 
he wins, he will have a serious power-base 
from which to launch a bid for the Kremlin 
later. But if he loses, his credibility as a 
presidential candidate will be damaged se- 
riously—perhaps irreparably. 
And lose he may.At least two rivals have 
a fair chance of beating him. One is the in- 
cumbent, Valery Zubov, a loyal supporter 
of President Boris Yeltsin. He has not made 
a bad fist of running things since he was 
first elected in 1993. The other is Pyotr Ro- 
manov, ex-head of a big local armaments 
factory, who has the Communist Party be- 
hind him. 
So why risk it? For one thing, Mr Lebed 
needs a job. He has been out ofone since he 


Woof, Wulff: top dog in the making? 


HANOVER 


OT many Christian Democrats 
cross their ultra-powerful national 
leader, Helmut Kohl, without being cast 
into political oblivion. One exception is 
Christian Wulff, party chairman in 
Lower Saxony, who not only survives his 
differences with Mr Kohl—but thrives. 
What is the secret? Mr Wulff claims 
he wins his boss’s respect because he 
complains to him directly, 
not via the press, about 
stick-in-the-mud policies in 
Bonn. Perhaps. But Mr Kohl 
. mainly tolerates his under- 
| ling because he knows he 
| cannot do without him. 
On the face of it Mr 
Wulff, a soft-spoken lawyer 
who looks even younger 
than his 38 years, hardly 
looks indispensable. But he 
has shown unexpected steel 
in regrouping his demor- 
alised forces after the party 
lost the Lower Saxony elec- 
tion four years ago. Mem- 
bership is up, party orga- 
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Wulff scents power 


nisation has been streamlined, rivals 
shunted aside. If that does not quite 
bring victory over the Social Democrats 
this time, Mr Wulff can afford to wait. 

Mr Kohl likes that sort of thing. It re- 
minds him of his own early struggles 
when, ever underestimated, he fought 
his way step by step to a state premier- 
ship and finally into the chancellery. Is 
the youthful Mr Wulff on 
the same road? 

A small group of critical 
young Christian Demo- 
crats, which includes—be- 
sides Mr Wulff—Roland 
Koch in Hesse and Peter 
Müller in the Saarland, is 
collectively (but exaggerat- 
edly) known as "the wild 
bunch". All are in opposi- 
tion; all stand a good 
chance of reaching power 
in their states within a few 
years; and all could be 
chancellors-in-waiting. Mr 
Wulff is perhaps a nose 
ahead of the pack. 





felt obliged to resign after four months as 
boss of Mr Yeltsin's security council in 
1996. Krasnoyarsk has looked promising 
territory since the ex-general's brand-new 
political party, Honour and Motherland, 
finished second in elections for the local 
legislature in December. The pro-Lebed 
candidates took 14% of the vote—well be- 
hind the Communists, who took 24%, but a 
snip ahead of the pro-Zubov block, known 
as Union of Business and Order, which 
took 13.5%. Mr Lebed has also been egged 
on by Alexei, his younger brother, who won 
last year's election for governor of Khakas- 
sia, a small Russian republic bordering 
Krasnoyarsk to the south. 

Mastery of Krasnoyarsk's huge mineral 
and timber reserves would give Mr Lebed 
clout in the world of big business—a pre- 
requisite for a presidential bid. He would 
also gain, ex-officio, a seat in the Federation 
Council, the upper house of Russia's parlia- 
ment, from which to maintain his profile 
as a national politician. On balance, it 
makes perfect sense for Mr Lebed to choose 
Krasnoyarsk. But will Krasnoyarsk choose 
Mr Lebed? 





Norway 


Seeking values 


RIEST, theologian, ardent soccer fan 

and, since last October, Norway's prime 
minister, Kjell Magne Bondevik wants to 
be remembered by history for prompting 
his people to think about their values, not 
just for passing laws. So what is the best way 
to help them ponder the contrast between 
the riches that gush out of Norway’s still- 
abundant oil and gas fields and “the dis- 
integration of values and morals”? With a 
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a d i the F French h Revolution: 
~-wild animals and birds with abandon. 


| With a bare month to go before regional 


. t elections, the massive turnout in 

- |. Paris gave a timely boost toa party — 
- that calls itself “Hunting, Nature, - 

i. Fishing, Traditions". 

©- With 16m regular, paid-up 

¿chasseurs (not counting another 

3.5m occasional field-sportsmen), — 










‘go after game than any other coun- 
.try in Europe. It outguns the British 
4] by two to one, the Germans by five 
|. | to one (though proportionately 
.| more Scandinavians shoot and 
. | hunt) Most French aficionados are 
: | blue-collar workers or small farm- 
<> [ ers. In the most recent election to 
- | Europe’s parliament, the fal sone 
X party got 4% of the vote. In next month's 
regional elections it hopes to win around 
50 seats, double its score six years ago, 
| 
| 


| "thus securing the balance of power on 


quite a few councils. - 


|. The chasseurs form a lobby : no politi- | 
| cal party can ignore. All the main parties . 


no except the Greens, who are against blood 


‘Values Commission”, of course. 
. - ¿Headed by a judge and composed of 
agen of social workers, academics, reli- 
gious and other worthy types, the commis- 
Sion is to traipse through churches, sports 
clubs and trade unions, asking people what 
they believe in. It is to have an answer be- 
fore Norway celebrates the millennium. _ 
If Norwegians were Britons, they would 
sneer, as Britons did when their former 
prime minister, John Major, tried to nudge 
them “back to basics" and as they are doing 
now about their new government's “Mil- 
lennium Dome". But Norwegians are not 
sneering. The media have lavished atten- 
tion on the idea, little of it dismissive. Sup- 
port for Mr Bondevik's Christian People's 
Party, which won 13.7% of the vote in last 
September's general election, has jumped 
to 20% in opinion polls. Clearly, he has 

struck a chord. 

Family values will be much on commis- 
. Sioners minds. Though Norwegian fam- 
. ilies have been disintegrating a bit more 
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angry countrymen 


nce the left came. 


he unem- 


sports, were represented in the march. A 
British delegation was there too, limber- 
ing up for a rally in London on March ist 
jn protest against a proposed ban on fox- 
hunting that is backed by most of Brit- 
ain's Labour MPs. 

France's chasseurs have three main 
moans. They fear that a 1979 European 
Union directive, passed to protect mi- 
grant birds but largely ignored in France, 


may at last be enforced. They are worried - 


that France's government, under pressure 


-France has more peoplelicensedto . Y A r 





from the European Court of Justice, may 
repeal a French law obliging owners of 


- small pieces of land to let field-sportsmen 


on to their property. And they fret that an- 
other EU directive, issued in 1992 and 
called *Natura 2000", which is supposed. 
to protect habitats of rare flora or fauna, 
will further restrict shooting rights. More 
than 1,000 potential sites have been sug- 


slowly than in other Nordic countries, the- 


trends. are the same. Divorce, four times 


commoner than it was 30 years ago, ends- 
almost half of marriages. In 1977, just 5% of 
women aged 20 to 44 lived with men to - 


- landowners with more than 20 hectares 


„France, the law will probably have to 
. change, whatever Mr Jospin says. .— 





. says Fred-Olav Sorensen, head of its sec- 





gested, covering some 13% of French re 

Last week the Socialist prime minis 
ter, Lionel Jospin, tried to soothe the | 
sportsmen. He told a newspaper in the 
south-west, the hunting and sh 
heartland where people still 
migrant turtle-doves and pig 
EU laws, that he would renegotiat 
Brussels birds directive. And he woulc 
not repeal a law letting shooters tramp 
over private property of less than 20 he 
ares (100 hectares in the mounta s, 
whatever landowners’ wishes. D^ Uu 

-But Mr Jospin may be hard pressed to pu 
keep such promises. Last November, the | 





























































| European Commission formally told the ^ Le 


French government to bring its 
laws into line with the birds direc- 
tive, or risk a hefty fine. So 11 of 

. Frances 96 administrative. dé m 

| partements decided for the first 2 
time this year to close the shooting 

- season for migrant birds on Jan 

ary me a month incid ove 


ers, backed p the Europei. a 
mission on Human Rights, wh 
say that the French law letting- 
. shooters on to smallholders’ land . 
vilis property rights and freedom of | 
association—because it forces people to” 
become de facto members of the local: 
field-sports association. The campaigners : 
say French law also favours the rich, sinc 


are exempted. If the court rules against 










i enm ies were not married; last year 24% | 
did. About 17% of children under 18 live: 
with one parent. Some 48% of Norwegian 
born in 1996 were born out of wedlock. M 
-Bondevik, a Lutheran priest, is worried. - 
_ Just as important to the. commu dd. 























_tetariat, are the widespread feelings. of une 
- certainty engendered by rapid change. Glo- | 
balisation of the economy and the media, = 
‘and new technologies, such as cloning and ``. 
the Internet, leave people “uncertain about. 
the premises for life in the modern world.” 
|. The commission is not supposed to de- 
liver certainty, still less the sort of sermon 
you might hear in one of Mr Bondevik's 
churches. “Our role is not to give peoplean- - 
swers about how to live their lives,” says Mr . 
Sorensen, “but to get people to reflect over. : 
the issues and find answers themselves. 
Who knows? If Mr Bondevik helps No 
gians discover the meaning of: life 
might even re-elect him. | 
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EUROPE 
Cyprus 


Can the circle be squared? 


NICOSIA 


Now that Glafkos Clerides has won another five years as president of the 
Greek-Cypriot part of the divided island, the hunt for a settlement begins 
again. On papir, the two sides are not all that far apart. But a deal needs a 


psychologica 


ES, the re-election of Mr Clerides on 

February 15th does increase the chance 
of peace between Greek and Turkish Cypri- 
ots. The opponent he narrowly defeated, 
George lakovou, was even more beholden 
to hardline Greek nationalists. Now the 78- 
year-old Mr Clerides will start negotiations 
for getting Cyprus into the European 
Union and will simultaneously seek to per- 
suade his Turkish fellow islanders—not 
least their intractable leader, Rauf Denk- 
tash (see box on next page)—of the merits of 
a single, very loosely federal Cyprus. It is a 
tall order. But if any two men can carry it 
out, they are Mr Clerides and Mr Denktash. 

The hope is that the prospect of EU 
membership will lure the two sides into 
agreement. Most of the island's Greeks and 
Turks (though not, it must be admitted, Mr 
Denktash himself) are keen to join the EU. 
And it is unlikely—if not impossible—that 
Europe would let the Greek bit of the island 
in on its own. But even ifa settlement ends 
the island's partition (dating back to 1974, 
when Turkish troops occupied the north of 
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the island after a coup in Athens threat- 
ened to swallow Cyprus up into Greece), 
there is no certainty that it will endure. 
These two peoples, whatever their ritual 
denials of hatred, fiercely mistrust each 
other. Today, almost no Greek Cypriot 
speaks a word of Turkish; only a few Turk- 
ish Cypriots, for the most part elderly ones 
who worked for Greeks before 1974, speak a 
bit of Greek. Even in the loosest confedera- 
tion, you need a solid body of people on 
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sea-change among Greek as well as Turkish Cypriots 


both sides who see the point of co-opera- 
tion. There have to be enough Greeks pre- 
pared to give up the idea that Cyprus is es- 
sentially a Greek island; enough Turks 
ready to believe that, with due safeguards, 
they can avoid being dominated by Greeks. 
In Cyprus, such people are still rarities. 

Over the years, Mr Clerides has done a 
fair amount of slipping and sliding on the 
basic question of who should run Cyprus. 
His instinct is probably to believe that the 
Turkish minority should be respected, but 
not to the extent of being given equal politi- 
cal weight with the Greeks, who outnumber 
the Turks by four to one and are far wealth- 
ier. Indeed, he once hankered after enosis, 
union with Greece. But his mind may now 
have got that primal instinct under control. 

He seems willing to accept a deal that 
would give the Turkish Cypriots a much 
greater degree of autonomy than they could 
have dreamed of even a decade ago. His 
starting point is the “set of ideas” laid out 
by the United Nations in 1992. The Turks, 
he agrees, must have a political and territo- 
rial place far greater than their num- 
bers would justify, making it hard for 
Greek Cypriots to run the whole is- 
land again as they did—often bru- 
tally, some of them now admit—in 
the years after independence from 
Britain in 1960. 

Under the current plan, blessed 
by all outside do-gooders, the island 
would be divided into two zones, in 
which each lot of people would live 
in separate self-governing areas with 
separate parliaments. A weak central 
government would be confined to 
such matters as foreign policy, cus- 
toms, postal services and a joint cur- 
rency. Turkey and Greece, together 
with the old colonial power, Britain, 
would guarantee the settlement, if 
necessary by sending troops in if one 
side violated the new constitution. 
United Nations forces would certainly 
have to stay, watching over the island. And 
no more than, say, 5,000 Turkish troops 
would continue to be stationed there, com- 
pared with the 30,000-plus on guard now. 

Once this *bi-zonal, bi-communal" out- 
line is agreed upon (as it almost is), the next 
problem will be to devise ways of uphold- 
ing the “three freedoms"—of security, prop- 
erty and settlement. In principle, property 
lost by members of either community in 





Clever old Clerides 


1974 will be given back, or compensation 
will be provided. In principle, any Cypriot 
will be able to resettle in the zone con- 
trolled by the other side. In practice, how- 
ever, there will probably be a transitional 
period, of maybe ten years, during which 
very few people will be able to return to 
their old homes, except those lucky enough 
to benefit from the redrawing of the pres- 
ent dividing line, which would return to 
Greeks a chunk of land occupied by the 
Turks since 1974 (see map). 

The new map, nervously drawn by the 
UN, gives the Turks about 28% of the island, 
compared with the 37% they hold now (they 
made up 18% ofthe population in 1974). Mr 
Denktash has said that his people must 
have “29%-plus”, though now he hints that 
may be too little. Most Greeks say 25% is the 
maximum the Turks should keep. 

Still, this is not an unjumpable gap. 
Both sides can get some of the main things 
they want. The Turks would keep Kyrenia 
and Famagusta. The Greeks would get back 
the town of Morphou, and the eastern 
coastal resort of Varosha, plus a number of 
ex-Greek villages. Some 70,000 Greek Cyp- 
riots would be able to return to their homes. 
Of the 110,000 or so others who lost their 
homes in 1974, most would probably opt 
for compensation. An even higher propor- 
tion of the 20,000-odd dispossessed Turk- 
ish Cypriots would probably prefer cash to 
trailing back in to a hostile environment. 

Nobody will be made homeless. The 
few thousand who would have to surren- 
der the property they now hold will have 
new houses built for them, possibly in the 
same area. There are, obviously, complica- 
tions. Mr Denktash is firmly against Greek 
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Cypriots returning to live in the Turkish 
zone. The Greek Cypriots—and indeed Eu 
law—say that eventually everybody must be 
free to live and own property wherever he 
wants. However, there is a widespread ac- 
ceptance elsewhere in Europe that there 
can be *derogations", as the jargon has it, to 
such rules. The Eu allows Denmark to pre- 
vent foreigners (read Germans) from buy- 
ing Danish summer-houses, while the 
Swedish-speaking Aland islanders, who are 
Finns by nationality, can keep their islands 
culturally (read ethnically) Swedish. 

Then there is the delicate question of 
the presidency. Mr Clerides may accept Mr 
Denktash's demand for a rotating federal 
presidency: a Greek Cypriot one time, a 
Turkish Cypriot the next. But the side 
handing over the job may need reassur- 
ance. The relinquishing side should—so the 
UN suggests—be entitled to cast a certain (al- 


beit small) proportion of the total vote for 
the new president, which would give it a 
chance of tilting the result towards the can- 
didate it thought least unacceptable. 

All this will test to the limit both leaders’ 
flexibility. The Turkish-Cypriot leader is 
currently insisting on full equality for his 
side, if not full-blooded recognition of his 
statelet, if the Turkish Cypriots are to join 
the Cyprus delegation that will negotiate 
about membership of the Ev. He still, on 
Occasions, says Cyprus can join the Eu only 
if Turkey itself becomes a member. It is of 
course possible that Mr Denktash will 
block or stall forever. Yet most Turkish Cyp- 
riots, though determined to resist anything 
that amounts to subjugation, are gradually 
coming to realise that, without a settle- 
ment, their slice of Cyprus will get steadily 
poorer than its neighbour. 

Mr Clerides has his work cut out to per- 


EUROPE 


suade his own Greek Cypriots to make the 
necessary concessions. Some plucky busi- 
nessmen and do-gooders have set up trust- 
spreading bi-communal clubs. But most 
Cypriots still glower darkly across the di- 
viding line. One leading Greek-Cypriot edi- 
tor describes the Turkish Cypriots as “a 
people who blindly follow their leader, as 
in the time of the prophets”. Then, warming 
to his theme, he talks of Turkey's incurable 
desire to expand westward: “They are like 
sharks who have not evolved for a million 
years: when they smell blood, they go after 
it.” Even liberal Greeks tend to dub Turks 
“backward”, “dim” or “barbarous”. 

If Mr Clerides and Mr Denktash are to 
remake Cyprus, such are the grim in- 
stincts—on the Greek side as much as the 
Turkish one—they have to tame. If they fail, 
the island could stay broken forever. 








The king of Turkish Cyprus 


iod | DON'T think you can find a mid- 
dle way with these people," says 
Rauf Denktash of his dreaded Greek-Cyp- 
riot counterparts. "They want all of Cy- 
prus—and we won't give it to them." Mr 
Denktash, a tubby lawyer of 74, who is ex- 
coriated for his stubbornness by peace- 
mongering diplomats the world over, 
brims with self-confidence and bonho- 
mie. As well he might: he has managed, 
| fora quarter of a century, to keep 37% of 
the island for the 18% of its people who 
are (or at least were) Turkish Cypriots. 
And he is very likely to stay king of his 
(much grubbier) patch until he dies. 
| Every fibre of his being is committed 
| to fending off what he sees as the genetic 
impulse of greedy, unscrupulous Greeks 


NICOSIA 
| 
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to humiliate Turkish Cypriots, turn them 
back into Cyprus's underclass (as, he 
would say with some justice, they 
once were), and hound them off 
the island altogether if they could. 
“Look what they did in Crete,” he 
says, referring to the gradual ex- 
punging of the Turks after the 
Greeks took it over earlier this cen- 
tury—which, in Mr Denktash’s his- 
tory-suffused tones, sounds like 
last week. “My job”, he sums up, “is 
not to allow Greek Cypriots to 
dominate my people.” 

The notion of a politically 
shared Cyprus, let alone a unitary 
one, he views with extreme suspi- 
cion. Even if there is a settlement 
that allows each community its 
own zone within a loose federa- 
tion, Mr Denktash is against letting 
individuals buy back property on 








the “wrong side" of the line, let alone live 
or vote there. "My refugees", he says 
proprietorially, “won't go back.” No less 
awful are ideas of "cross-voting", in 
which both communities have a voice in 
electing, say, a federal president—even 
under a constitution where it is agreed 
that the job will rotate from one commu- 
nity to the other. “That would open the 
way to eventual integration.” 

Indeed, the whole purpose of Mr 
Denktash is to keep Greeks and Turks 
apart. “There is no Turkish-Cypriot na- 
tion; there is no Greek-Cypriot nation; 
there is no Cypriot nation.” There are 
Turks and Greeks, who happen to live in 
different parts of one island. They will 
never get on. 

If his conversation, casual or political, 
is anything to go by, he loathes the Greeks. 





Doughty old Denktash 


A judge’s son, born in Paphos (on the 
Greek side of the present dividing line), 
Mr Denktash learned to hate them at a 
mixed British-run school, where Greeks, 
he says, called him a “mad Turk” or a 
“dirty, filthy Turk” from the first day. In 
virtually every anecdote, Mr Denktash is 
besting the Greeks or fending them off. 
When the late Archbishop Makarios, long 
president of Cyprus, told him a joke 
about an errant Turkish religious teacher, 
“I told three stories about Greek priests.” 
Greece’s contribution to modern civilisa- 
tion? He mentions homosexuality. 
Nobody doubts that Mr Denktash is a 
shrewd debater and a fearsome negoti- 
ator, and can often charm. But there is 
something sad about him, too. His heart 
is frail. Two of his three sons have died, 
one of them a charismatic figure who had 
been destined to take over from his father. 
The surviving son, the statelet's deputy 
prime minister, is a bit ofa lightweight. 
Can such an obsessional figure de- 
liver a lasting settlement? “The 
longer it waits, the harder it gets,” 
he says, with no apparent regret. 
Yet, if anyone can deliver, it is he. 
Short of making his own statelet 
sovereign, which even he knows 
will almost certainly not happen, 
does he actually want a settlement? 
Although most Turkish Cypri- 
ots surely back him, he depends in- 
creasingly on the votes of settlers 
from mainland Turkey. Whatever | 
Turkish-Cypriot identity once ex- 
isted is now being diluted fast. 
Clearly, though, he does not care— | 
so long as those dastardly Greeks 
are prevented from having any- 
thing much to do with those on the 
island, wherever they come from, 
who happen to speak Turkish. 
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Fini's nice new suit 


AN "post-fascism" become respectable? In France, if Jean 
Marie-Le Pen and the immigrant-bashing National Front 
are the exemplars, the answer is no. In Austria, where Jorg 
Haider's Freedom Party won more than a quarter of the vote in 
the last general election, the answer is probably still negative, 
though many Austrians without a neo-Nazi bent are happy to 
vote for him. But these days it is the Italian National Alliance, 
with its roots in Mussolini’s fascism, that has gone farthest down 
the road to redemption—and power. For that, give credit to Ita- 
ly’s post-fascist leader, Gianfranco Fini. 

Part of the secret of his success is that he looks numbingly 
dull. No screeching rhetoric or manic arm-movements there. 
Tall and thin, with an oddly triangular face, Mr vns at Ms is the 
original grey man in a grey suit. His skill 
has been to change the cut according to 
shifting political reality. 

Did he ever wear a shirt coloured | 
black? Perhaps—when he belonged to 
the far-right Youth Front, which he says 
he joined at age 16, after left-wing dem- 
onstrators had prevented him from — 
watching that wickedly imperialist Wa- 
American film, “The Green Berets”. Fif- 
teen years on, as a member of parlia- — 4E 
ment, his sartorial trademark was — 
the doppiopetto, the double-breasted .' 
suit. By 1987, as party secretary, he clad | 
himself in a more casual single- 
breasted version. In 1995, when the old 


tage, renaming itself the National Alli- 
ance, he took to wearing the most garish 
of ties. And now that Silvio Berlusconi, 
a tycoon-turned-politician, is deep in a 
judicial quagmire and floundering as 
leader of Italys combined right-wing 
opposition Freedom Alliance (which 
embraces Mr Fins lot as well as Mr- 
Berlusconís party and two others), 
what new outfit, ideologica! or other- 
wise, will our pioneer of post-fascism 
be wearing? 

If you ask Massimo D'Alema, leader 
of the ex-communist Democratic Party of the Left, the corner- 
stone of Romano Prodi's ruling centre-left coalition, he will tell 
you that Mr Fini's rapidly changing political garmentry is not 
just a guise for opportunism. The post-communist leader reck- 
ons the post-fascist fellow is now his chief counterpart on the 
democratic right. This became obvious when the pair worked 
harmoniously together in the bicamerale, the parliamentary 
commission Hisce with revamping Italy's creaking constitu- 
tion, And both men sharea desire tochuckaway the remnants of 
the Christian Democratic estal ishment that ran Italian politics 
for 45 years until thecorruption scandals of the early 19905. 

So Mr D'Alema and Mr Fin get along. But does that make 
Italian post-fascism respectable? Mr Fini arg es that it was only 
in 1990 that Mr D’Alema’s party thorot Save at its links 
with its Soviet big brother, which had, over the Deer 
nastier than Mussolini. if the old comm nist left i is given a 
chance to reform itself, why not the far right? — 

Ironically, it was Mr Beriusconi who first iidged Mr Fini 
into the mainstream by bac ing him, amid uproar, for mayor of 

















Rome in 1993. In the event, Mr Fini lost narrowly. But he was on 
his way: within six months Mr Berlusconi, after inventing his 
own party from scratch, had ganged up with Mr Fini and the 
leader of the soon-to-be-separatist Northern League, Umberto 
Bossi (who has more of a Duce's whiff about him than Mr Fini 
does), to thrash the assorted left and centre in a general election. 


. In most Italian eyes, Fini the pariah became Fini the ordinary 


right-wing politician. Newspapers that had scorned him were 
full of pictures of him dancing the night away with his comely 
wife, Daniela. He has since become a fluent favourite on televi- 
sion chat-shows, his ties as embarrassingly jolly as ever. 

The centre-left's victory in the general election of 1996 shook 


Mr ds 1 haugh his own party got 6m votes. But he resumed his 


task of party rehabilitation with a will. 
He helped Mr D'Alema in the 
bicamerale. He got rid of his raucous 
young Turks. He disavowed Mussolini. 


vince Europe’s mainstream right-wing- 
ers of his democratic bona fides. Now 


morse to Israel. 

This weekend, at a party conference 
in Verona, Mr Fini will shrug off more 
. Of the past. The party that once es- 

Bi  poused corporatism and economic 
^- protection now praises the single Eu- 
ropean currency and global markets. It 
wants strict immigration laws, but says 
some newcomers are welcome to 
loosen up the labour market; Kurdish 
refugees, says Mr Fini, should have asy- 


ployees, especially in the south, is now 
arguing for privatisation. - 

From fascism all the way to social 
democracy, then? No. Mr Fini is still a 
man of the right. With a bow to tradi- 


Party for its "family values"; he claims 
Jose Maria Aznar, Spain's eminently re- 
spectable prime minister, as a mentor. 


Bavaria's right-wing Christian Social Union, which shares. 


power with Helmut Kohl's Christian Democrats in Germany, 
gets a nod for its love of the “social market”. And Britain's Con- 


servatives are lauded for selling off the state and for salvaging 


national pride. Above all, Mr Fini looks to France's Gaullists: a 
model, he thinks, of how to be right-wing without being fascist— 
or racist. Mr Fini pointedly avoids mentioning Messrs Le Pen or 
Haider: neither is welcome in Verona. 

Not surprisingly, Mr Fini's rivals on the Italian right are 
much less keen to co-operate now they sense he is invading their 
territory. This week Francesco Cossiga, a former Christian Dem- 
ocratic president who has just founded his own party, attacked 
Mr Fini for his fascist past. So, startlingly, did Mr Berlusconi, 
adding for good measure that he did not believe in "sudden 


conversions". Too bad for the embattled tycoon. As Italy's main- 


stream right falls into turmoil, Mr Fini is the obvious benefi- 


ciary. Does that make him respectable? Not quite yet. But he 


stands an ever better chance of becoming so. If Mr D'Alema can 
do it, so—Mr Fini thinks—can he. And he is probably right. 


And he travelled abroad, trying to con- - 


he wants to make a pilgrimage of re- 


lum. The party that once relied for its - 
votes on lower-middle-class state em- 


tion, he praises Spain's ruling People's 
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the streets of Belfast ear- 


al wing, in peace talks. But the prin- 


arty’s attempt to chal ja its removal 
court seems likely merely to delay mat- 


s and Sinn Fein—were posed by the 
"sbreachofitsceasefire. — 
Unionists who have claimed all along 
at the ceasefire would end at a point that 
suited republicans maintain that they have 
now been proved right. But few others can 
see how recent events fit any conceivable 
republican plan. T, 
—; . -The best guess is that an ele — 7 
ment of the tRA operated in the 
^murderous style that was for- 47 
rly routine. The two men ' 
ed were a drug dealer and a 
ber of the biggest Protestant - 
loyalist” paramilitary group, the 
ter Defence Association(UDA).  . 
killings of drug dealers were — 












> then government during the first 4 

"RA ceasefire. Some in the IRA — 

sv might have believed this single. 

case would have been given simi- 

lar latitude. The upa by their ZA 
own admission killed three Cath- “gy 


olics in early January and aresus- ZAAN Y 


pected of other killings. Their 

front party, the Ulster Democrats. 

(upp), were "suspended" from 

the talks in January. When these 

two killings happened, news had 

just emerged that the ubP would 
soon be allowed back in. 

. There were no IRA revenge at- 

tacks on loyalists in January. It 

<- seemed that awareness of the 

“ consequences for Sinn Fein had 

- brought restraint. So speculation 

C thrashed about, and continues to 
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e IRA was linked 
onth, the British and Irish gov- 
were left with little room to ma- 
vre. Both want Sinn Fein, the IRA's 
of non-violence on which the talks 
ised demanded Sinn Fein's expulsion. 


ad beyond the courts, the really im- — 
nt questions—for both the govern- 


nked at by both police and the ~ til 


; fire? And can the Northern Ireland peace 


thrash. Did the IRA want to provoke the 


UDA, $0 that their representatives would be 
. kept out of talks? Was this simple, ugly, sec- 
 tarian tit-for-tat? The drug dealer might 
have been considered unfinished business, 
in crude paramilitary terms, since he had 
- previously been wounded. The UDA man 


might have been the victim of a similarly 


primitive urge, to reassert IRA claims to be 
_ the “defenders” of Catholics, in the face of 


more radical splinter groups like the INLA. 


_ Theidea that republicans were looking — 
fora way out of the talks, mooted by union- 
ists and some policemen, is disbelieved by 


other political parties—and by both gov- 
ernments. The prospect of a settlement far 
short of traditional objectives is no more 
welcome to Sinn Fein than to unionists. 


But none of the parties in the talks believes 
. that such a blatant climbdown would be 





make its reservations clear, but agree t to ive 
with the referendum outcome. : 


side republicanism has now clouded that - 
hope, tentative as it was. For months before _ 
the first IRA ceasefire broke down, Sinr 
` Fein sources told anyone who would listen 
thatthey were losing the internal argumen 


— leaders began saying so in public. - 


cent killings. The reverse was true. Whe 
republicans in 1995 bitterly condem 
john Majors government, from the ov 
Tony Blair was regarded more positively. 





































called for. Privately, both un 
Rien: s Mea the wes 


killings t the HR was that Sinn e wo Bel 


Uncertainty about the state of play i in 


for a return to violence. Eventually: pai 


No such pattern preceded the. two 


. Although republicans have clearly bei 
uneasy with aspects of the talks—and ha 
complained of a lack of focus by the Iri: 
government—there were still no sugg 
tions that internal dissent was building to 
dangerous levels, nor that there was any 
IRA pressure for an end to their ceasefire, 
On the contrary, the line was that even the 
most hard-bitten militarist elements had 
accepted that republican cre 
bility would not survive a second 
broken ceasefire. - TES 
Sinn Fein leaders were wi 
aware that violence at this poi 
| with clear 1RA hallmarks would 
bring calls for their expulsion 
which neither government coulc 
ignore. They had themselve 
„pushed last month for the upP to 
be put out of talks, after a killing 
spree that took eight Catholic 
lives in all, and those of two Prot- 
estants killed by the INLA. 775 
Following the upr's expul- : 
sion, no further Catholics were . 
killed. The party is due to be re 
admitted to talks this month, on: 
the ground that the upA has “un- 
equivocally restored their 
ceasefire". Sinn Fein have made 
the best of a tight spot in propa- 
ganda terms. But every day they 
spend in court delays their own 
readmission, which both govern-. 
ments seem ready to counte- 
nance, following the precedent of 
the upp. And diversionary ta 
answer no questions abot 
IRA's real thinking. o oo 


BRITAIN 
Europe’s monetary union 


Old King Kohl 


The German chancellor’s visit to Britain has once again highlighted Britain’s 
divisions over the European plan for monetary union. Two articles look at 
attitudes in the City, and at William Hague’s efforts to quell Tory infighting 


over Europe and relaunch his party 


HEN Helmut Kohl, Germany’s chan- 

cellor, became an honorary freeman 
of the City of London on February 18th, he 
joined exalted company. The immediate 
predecessors of the overseer of German uni- 
fication were Nelson Mandela, Margaret 
Thatcher and Diana, Princess of Wales. 

The event, however, was as rich in poli- 
tics as it was in pomp. Having unified Ger- 
many, Mr Kohl dearly wants to unify Eu- 
rope's currencies too. But for now Britain is 
standing aside, and political opinion is di- 
vided, not to say rancorous. The govern- 
ment is in favour in principle, but almost 
certainly not this side of a general election. 
It has promised a referendum should it de- 
cide to recommend that Britain join. 

But as Mr Kohl's visit demonstrated, the 
Tories remain riven. Some are in favour, 
some are less-than-keen, and some would 
die in the last ditch for the pound sterling. 
One ofthe last-ditchers, John Redwood, the 
industry spokesman, criticised the honour 
for Mr Kohl. The City, he suggested, had 
been put up to it by Tony Blair, and should 
have waited until Mr Kohl left office. Wil- 
liam Hague, the Tory leader, ordered an 
embarrassing retraction. 

Mr Kohl sees his hosts in the City as al- 
lies in persuading Britain to accept EMU. 
"My impression", he said, "is that the City 
has long since accepted this tremendous 
change. Those still in doubt will, I am sure, 
be convinced in the near future." 

Up to a point, Mr Kohl is right. Yes, the 
City has long since accepted tha: the single 
currency is almost sure to happen. That is 
not the same, however, as having a univer- 
sal conviction that were Britain to join at 
once it would be good for the Square Mile. 
"On average, the City is agnostic about 
EMU," says Andrew Hilton of the Centre for 
the Study of Financial Innovation. "Some 
are strongly pro; some are very strongly 
anti.” Those in favour fear that the euro 
zones regulations will discriminate 
against London, if Britain stays out. Those 
against say that London could make a kill- 
ing as an offshore market—as it did with the 
eurodollar market in the 1970s. 

The City knows that when the euro 
comes there will be money to be made. It 
wants, and will probably get, a big slice of it 
whether Britain joins the single currency or 
not. One important spur, says Graham 
Bishop of Salomon Smith Barney, an Amer- 
ican investment bank, stems from Eu regu- 
lation of insurance companies and pen- 
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sion funds. At least 80% of their assets 
earmarked for policyholders must be in the 
same currency as the claims. Once the euro 
comes in, several countries will have the 
same currency, creating a giant market. The 
City, says Mr Bishop, is well prepared to 
take the opportunity thus presented. 

Or take foreign exchange, says Michael 
Lewis, an economist at Deutsche Morgan 
Grenfell (DMG). The London currency mar- 
ket is already twice the size of New York's. 
The big loser is likely to be Paris, where 
trade between the p-mark and the franc, 
which will vanish, accounts for around half 
the total. “London shouldn't have any 
problems,” he says, and should win dollar- 
euro and yen-euro trade. And EMU is likely 
to encourage financial mergers; London 
specialises in merger advice. 

The City’s cluster of financial expertise, 





City slicker 


then, should keep it ahead of Frankfurt, the 
site of the new European central bank and 
the place most often touted as a rival to 
London. Rolf Breuer, boss of Deutsche 
Bank, DMG's parent, said recently that Lon- 
don will continue to be Europe’s main cen- 
tre. And there’s another thing: as one 
snooty joke doing the rounds of the Square 
Mile has it, “Frankfurt’s the same size as 
Reading and about as interesting.” 





The Tories 


Will to win? 


ILLIAM HAGUE, the Conservative 

Party leader, has dropped the torch. 
Announcing a new party structure on Feb- 
ruary 16th, he revealed that the flame of lib- 
erty, the Tory symbol in their last, unsuc- 
cessful, campaign, will be replaced. The 
Tories are even contemplating changing 
their party’s colour from its traditional 
deep blue. Some of Mr Hague's acolytes are 
fond of purple—others feel it might smack a 
little too much of Imperial Rome. Another 
flight of fancy is that the Tories might adopt 
a white rose, highlighting Mr Hague’s York- 
shire origins and setting up a new “War of 


A daunting gap 


Satisfaction with leaders 








the Roses” against the red-rosed ranks of 
New Labour. But historians in Mr Hague’s 
camp note that the House of York ulti- 
mately lost the war. 

Still, a symbol of civil strife might be ap- 
propriate for the Tories at the moment. Try 
as he might, Mr Hague cannot quell the 
Tory squabbles over Europe that did so 
much to damage the party in the run-up to 
the last election. He had hoped that adopt- 
ing a strong line, opposing joining Eu- 
rope’s single currency for the next ten years, 
would dampen the issue. But his need this 
week to slap down John Redwood, his in- 


Satisfaction with leaders 
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2 dustry spokesman (see previous story) 
. showed just how hard it will be to presenta 

_ facade of confidence and unity. 
Mr Hague’s experiments with new col- 
.. ours and symbols clearly owe a lot to the 
. successful makeover that e UE Las to 
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fficulties Labour has run into—such as 
plitin the party ranks over cuts to lone- 


avagant spending on wallpaper. But 
[ arliamentary Sparring is an increasing ir- 
relevance in Blairite Britain. And there are 
~~ still no Conservative soundbites to rival Mr 
.. Blairs "New Labour, New Britain", or "22 
s Tory tax rises”. 
= . .Mr Hagues strategists accept some of 
ui these points. But they claim that they are 
playing a long game and that their task is 
- different from that faced by Mr Blair. Much 
first year as Labour leader was de- 

















ee Lilley, who heads the Tory policy review, 


has been studying the record of other par- . 
ties after major electoral defeats. His con- 
clusion? Parties which were quick to adopt. 


-. new policies lost out. Policy plans adopted 

now would either be backward-looking, 

out of date by the next election, or stolen by 
Labour. 

With the exception of the European sin- 
gle currency, the Tories are not keen on 
making firm commitments. Mr Hague is 
giving a series of monthly speeches—next 
week's is on the constitution—to re-state 
Tory principles. And after the local elec- 
tions in May the Tories will launch “Listen- 
ing to Britain", a nation-wide consultation 

. exercise, to discover the issues on voters’ 
minds. Long-term strategy also underpins 

. the organisational reforms which. Mr 
: Hague unveiled this week. He proposes to 
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mv over PE 
T „Mr Hague $4 


; tofbeer has shown promise. He per- | 
1s. well in Parliament and the Tories ^, 
ve also successfully milked some of the 


nt benefits, and the Lord Chancellor's 


d to ending his party's historical com- 
ment to nationalisation, and so con- 
ncing middle Britain that “new” Labour 
ally did have new policies. But the Tories. = 
| nk they lost the election over questions ^ | ^. um 

— of image and character, not policy. Peter The millennium dome 


‘Dome boy and 





der a single board, allow members to vote 
directly for the leader and candidates, and 
to build a mass party membership. 

Mr Hague, it is true, has yet to win over 
the Tory activists, some of whom worry that 
British people will never vote for someone 


as young and as bald as Mr Hague. But Con- 
servatives with long memories recall that 
Margaret Thatcher, who won three succes- 
sive elections, was unpopular with many 


activists in the late seventies. The British 
people, they complained then, would 
never vote for a woman. 





big mama 


I week all will be revealed to a scep- 


tical nation. Models of what actually. 


is going to fill the huge millennium dome, 


the £758m ($1.2 billion) centrepiece of Brit- 


ain's millennium celebrations, are to be 
put on display in London. 

Thequestion ofhow to fill the dome has 
been debated by hordes of government ad- 
visers, ranging from style gurus to "dome 
boy"—an eight-year-old child drafted in to 
provide a pre-pubescent perspective. De- 
spite the secrecy surrounding the project, 
news of its central exhibit has leaked out. 
Pride of place will go to a gleaming mother 


unite the various parts of the Tory party un- 


.— Lord) Rogers and the size of two Wemble 
| stadiums or 13 Albert Halls, will need more | 


- *ractions include a joyride through British : 


. Daily Mail splashed on February 16th with 


‘main backers of the dome, was on the poir 
_of axeing its £12m sponsorship. Sadly, BT i 
“now saying is that itis fully behind the pro- 
-ject and that its chief executive, Sir Pe 
“Bonfield, will lend it his personal support. 


-ponents of the 1851 Exhibition predictec 


_ was seen by a third of the population anc 
. not make any money but it marked the end - 
i ‘bered by many millions who saw it. - 


_- time? Doubts about the project centreon it 
 costand contents. The cost of the 1951 Festi: 
-val was £11m, less than a quarter in real. 
terms of the £399m in lottery money which 
the dome will absorb. Half of this has been 


-polluted 330-acre windswept site at Green- 
wich. As for the contents, next week's show ^ 
will almost certainly not silence the critics. = 
Unlike the 1951 Festival, which had a pre- i- 5 
siding genius in Sir Hugh Casson, this time ` 


no wonder the broth is a bit of a muddle. ` 
Noel Coward, who was briefly a memberof . 












































Portions Sihoni he dei 
several crisis meetings and consu 
with dome boy, caveman apr ears to 
iostoutto Britannia. 
. The dome, designed by. Richard ( now 





than motherhood to fill it. Other touted at- 


history and virtual-reality time travel. : 

Knocking the dome, and its political 
mastermind, Peter Mandelson, is now a fa- 
vourite sport for Britain’s newspapers. The 


a story that British Telecom, one of thi 


_Those who plan such national event 
know they cannot expect to be popular. Op 


that it would turn London into a brothe 
and would lead to the return of the Blacl 
Death. A century later, the Beaverbrool 
press led the pack against the 1951 Festival 
of Britain, dubbing it "Morrison's folly", af. 
ter its. political master (who was Mr. 
Mandelson's grandfather) Despite the. 
carping, both events turned out to be re- 
sounding successes. The 1851 Exhibition. 





made huge profits. The 1951 Festival did: 
of the age of austerity and is fond ly remem 


Will the dome also gain a rosy hie w wit | 


swallowed up by the need to reclaim the 


there are dozens of designers and commit- - 
tees. If the cooks spend their time fighting, 


the 1951 Festival committee, summed up 
the problem: 


“Take a nip from your brandy flask 
Scream and caper and shout 
Don’t give anyone time to ask. .— — =} 
What the hell it's about." 


j appointed: the Home Office has 
| been shocked that the government 
| seems nearly as disinclined to do 


q count and rising. Departures 
amongst government information 


.| more senior officials (including, 


-Tony Blair’ S ; mighty servant 


T HE Treasury's civil servants lined the stairs to clap Gordon 
Brown into office on May 2nd. Given the chance, they would 
line them to slow-handclap him out again today. So at any rate it 
would seem from persistent press reports of strained relations 
between the chancellor and his career staff, dismayed by the way 
Mr Brown's personal appointees have grabbed more and more 
power. The truth is more nuanced. 


Some Treasury officials are trusted members of Mr Brown' S 
clique. Among those are Gus O'Donnell, the government's new 


chief economic adviser (and once John Major’s spokesman), and 
Steve Robson, a senior director. It is no coincidence that these 


are precisely the sort of officials who were also favoured by the i 


Tories. They do not owe their posi- 
tion to their politics, but to a mas- 
tery of a direct way of speaking 
which ministers like. Those who 
spout officialese languish. | 
its a mixed tale too in the 
broader reaches of Whitehall. 
Some ministers revere their offi- 
cials. Others think they are hope- 
less: slow, unimaginative, paper- 
bound and amateurs in present- 
ation. Some officials admire the 
new government. Others are dis- 


anything about the soaring prison 
population as its predecessor. 
Some Whitehall officials resent 
the army of special (ie, political) 
advisers to ministers: 70, includ- 
ing the unpaid ones, at the last 


officers have been  well-docu- 
mented; yet the press has not 
picked up on the departures of 


recently, Peter Owen at the depart- 
ment of education). 
Such concerns surfaced in a re- 


port by a House of Lords committee on. publicse service, s, püblished 


this month. It wanted a civil service act to enshrine the non-par- 
tisan rights and duties of officials. David Clark, the public ser- 


|. vices minister, promised on the BBC's "In Committee" pro- 


| gramme to introduce one, but left the timing ominously vague. 





Turning to the future, two schools exist in Whitehall. One 
perceives an. adolescent administration, full of vim and prom- 


ep ise, but as yet not steeped i in the art of governing. It has had the 


fortune, touch wood, to encounter no serious crisis (though Iraq 
or Northern Ireland could change that); when it does, it will 


E. : want the wisdom of its mandarinate to help it through. 


"Others think this is ostrich-like. Jill Rutter, one of the de- 


B a rted information chiefs, argued after resigning from the Trea- 
| sury that civil servants were “in denial” over politicisation, in a 


way that prevented it being seriously debated. If Whitehall is 
unable to deliver the goods, ministers will turn increasingly to 
other advisers, with unpredictable consequences. 

It is not necessary to choose between these schools. What is 
evident is that the relations between ministers and mandarins 
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are at a crisis, in the strict medical sense of that word: that is to 
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say, they are at a point at which they will either get better, or. | 


drastically worse. Which marks a tough moment for Sir Richard 
Wilson, who in January took over as head of the civil service and 
cabinet secretary from Sir Robin Butler, his punctilious, bewil- 
dered predecessor. Sir Richard, arguably the second most power- 
ful man in Britain, retains old-school civil-service values: de- 


voted to its ethos, uninterested in partisan politics, and hooked 
on the traditional though moth-eaten doctrine of the account- 
ability of civil servants through ministers to Parliament. He is, 
however, a mandarin of the new school: instinctively open, nat- 


us beguiling, a manager and a motivator. Most important, he 
seems to have the prime minister's 
confidence. Mr Blair, unlike his 
predecessor, holds regular Mon- 
day morning sessions with Sir 
Richard and his top team. Equally 
untraditional is the speed with 
which Sir Richard is addressing 
his first significant task: to fulfil a 
remit from Mr Blair to review the 
central machinery of government, 


to get through in a fortnight. 
One perceived weakness ofthe 


which atrophied in the Tories’ fi- 
nal years. Itis not clear who but the 


five, ten, fifteen years hence; and 


business. Despite fashionable guff 
about holistic government, enthu- 
siastic ministers do their own 
thing, rushing round reviewing in- 


ing to the links between them. 


done. But it is not done: for the wires that connect the centre to 
the real world are frayed. Policies in particular that involve more 
than one Whitehall department often disintegrate through bu- 
reaucratic in-fighting. 

Correcting that is Sir Richard’s priority. The recently estab- 
lished Social Exclusion Unit, headed by Moira Wallace, a feisty 
new-style Treasury official, is the model to watch. 

Assuming it avoids catastrophe, Mr Blair's government, like 
the civil service that serves it, could go one of two ways. One is 
that which has characterised President Clinton’s administra- 
tion: that is to say, a successful political strategy, aimed at the 
middle ground, but a drifting policy. strategy, which limits 
achievement. The other, to which Mr Blair aspires, would meld 


the two to achieve a meaningful modernisation of his country. If . 


he achieves that, the public plaudits will be his; butt the EURO" 
scenti will lift their pese toSirRichard. — 
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the main work for which he plans . 


civil service is in the development © 
of strategy, a central function > 


prime minister now asks where | 
the government wants to be, say, - 


the prime minister is too busy to 
think about it much. Another is the 
co-ordination of the conduct of - 


dividual policies without attend- - 


A third, however, is perhaps 
the most important, though it | 
ad ifi e interesting. This government's besetting weak- 
ness is in delivery. Ministers still tend to think as they didin 
opposition. When they have announced a policy the work is - 
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€—À for Investments in Life Sciences 


^» BBBIOTECH 


BB BIOTECH AG 
Fecal 


Even today, most diseases cannot at all or not adequately be treated. 


Biotech companies are currently developing more than 700 new 
drugs, and many of them for diseases that cannot be treated today. 


Numerous biotech products will reach the market over the next few 
years and many biotech companies will become profitable. 


Strategy: 


BB BIOTECH invests in companies with 


- promising drugs or technologies in advanced stages of 
development, 


— broad product or technology platform and 
therefore reduced risk. 


The investments are based on fundamental analyses by 
experienced specialists. 


Portfolio: as of December 31, 1997 — Securities CHF 924 Mio. 





Aviron 17.1% 
Performance: BB BIOTECH 
Since Foundation: 15.11.1993-28.1.1998 15% p.a. 
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ene: 1996 1997 
Share price as of 28.1.1998 CHF 424 
Equity in mn: CHF 1014 


Structure: - rounded November 1993 
— Swiss investment company 
— Listed on the Swiss Stock Exchange and 
on the "Neuer Markt" in Germany 


People: Board of Directors: — Dr. Ernst Thomke, Chairman 
Dr. Victor Bischoff 
Prof. David Baltimore 


Team: Dr. Andreas Bremer 
Dr. Anders Hove 
Dr. Marie Warburg 
Dr. Nora Frey 





BBMEDTECH 


BB MEDTECH AG 
General: 


Due to rising population and longer life expectancy, 
the worldwide demand for cost-effective and quality medical 
care is stronger than ever. 


This leads to rapid growth for innovative medical devices and 
services including information processing. 


Strategy: 


BB MEDTECH invests in 


- highly innovative medical technology and efficient health care 
service companies, 


- companies with the potential to transform the practice of 
medicine and open up large untapped markets. 


The investments are based on fundamental analyses by experienced 
specialists. 


Portfolio: as of December 31, 1997 Securities CHF 411 Mio 
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BB MEDTECH 
Since Foundation: 22.11.1995-28.1.1998 15% p.a. 
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CHF 1996 1997 
Share price as of 28.1.1998 CHF 1540 
Equity in mn: CHF 393 


Structure: - Founded November 1995 
- Swiss investment company 
- Listed on the Swiss Stock Exchange 


People: Board of Directors: Jacques F. Réjeange, Chairman 
Dr. Victor Bischo 
Hansjórg Wyss 


Team: Dr. Philipp Mekler 
Dr. Cyrill Zimmermann 


Bellevue Asset Management and its holding companies take advantage of the fundamental analysis of experienced teams of medical doctors, molecular 
biologists and specialists as a basis for their asset management decisions. The many years of industrial experience represented by the Boards of Directors 
is also a key element in the decision-making process. 
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THE PHARMACEUTICAL INDUSTRY 


The alchemists 


N 1897, Felix Hoffmann created a new industry. 

He found a way of adding a cluster of two extra 
carbon and five extra hydrogen atoms to a sub- 
stance extracted from willow bark. The result is 
known to chemists as acetylsalicylic acid. To every- 
one else it is known as aspirin. It turned Bayer, the 
dye-maker Hoffmann worked for, into the world’s 
first modern drug company. 

Ever since the invention of aspirin, sharehold- 
ers and patients alike have seen the scientists who 
are following in Hoffmann’s footsteps as modern 
alchemists. The alchemists of old sought to trans- 
mute base metals into gold and to invent a potion 
that would confer immortality. Their modern 
counterparts still cannot create gold, but they 
scarcely need to. Gold is worth a mere $10 a gram. 
Human growth hormone, as synthesised by Genen- 
tech, sells for the equivalent of more than $20,000 a 
gram. Admittedly, that is exceptional (hormones 
are costly to make, and are required in minuscule 
doses; a year’s supply amounts to less than a gram). 
But even a drug like Crixivan, Merck's anti-AIDs 
HIV-protease inhibitor, costs $5 a gram—not a bad 
fraction of the price of gold. And as for the gift of 
immortality, while that, too, still eludes the modern 
alchemists, their potions do help to ensure that life 
is far less nasty, brutish and short than their medi- 
eval forebears ever dared to hope. 

Thanks to the new alchemists, making drugs has 
become one of the world’s largest manufacturing 
industries. The mooted merger of Glaxo Wellcome 
and SmithKline Beecham will create the second- 
biggest company on earth (after General Electric), 
and those further down the list are not exactly 
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tiddlers, either. All told, sales of medical drugs 
amount to $300 billion a year, according to Barrie 
James, the boss of Pharma Strategy Consulting in 
Basle. And those sales are very profitable. The drug 
companies’ patent-protected monopolies on sub- 
stances that people are literally dying for may not 
make them particularly well-loved, but give them a 
strong negotiating position. In 1996 the average 
profit margin of the ten largest drug firms was 30%. 

Until surprisingly recently, however, the way 
this miracle of profitability and health was wrought 
bore a closer resemblance to the old sort of alchemy 
than its practitioners cared to admit. This was 
partly because the scientists did not know enough 
about how drugs work in the human body to make 
the process of discovery truly scientific (even today, 
a surprising number of drugs act in ways that re- 
main obscure), and partly because, in what was gen- 
erally a sellers market, there was no strong finan- 
cial incentive to sharpen that process up. 

Both of these things have changed. The buyers— 
governments and, in America, health-maintenance 
organisations (HMOs)—are now putting pressure 
on prices, particularly where patented blockbusters 
are subjected to competition from out-of-patent ge- 
neric drugs or “me-too” compounds (similar to, but 
not identical with, the patented ones). The industry 
therefore needs to come up with new drugs that ei- 
ther treat what was previously untreatable, or treat 
what was previously treatable so much better than 
before that no patient will willingly be fobbed off 
with a substitute. 

Fortunately, just as this pressure for new drugs is 
accumulating, science is coming up with tools to 





A scientific and 
technological 
revolution is 
sweeping through 
the pharma- 
ceutical industry. 
The result, writes 
Geoffrey Carr, 
will be better 
medicines—and 
veru different 
drug companies 
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Funnelling money 

Drug development, years 
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relieve it. Modern biological discoveries, particu- 
larly in the area of genetics, promise vastly more in- 
formation on how drugs operate, and how new 
ones might be created. New technologies with 
names such as combinatorial chemistry, high- 
throughput screening and laboratories-on-a-chip 
offer better ways to turn that knowledge into mole- 
cules for testing. And better information technol- 
ogy and yet more genetics are refining the process 
by which those molecules are tested and approved. 


Pipe dreams 


The ald way of doing business could, in any case, 
hardly last. Drug companies are fond of talking 
about their "pipelines"—the range of compounds 
they have in various stages of development in their 
laboratories, ready to take over as money-making 
machines when the patents on their existing prod- 
ucts expire. These pipelines, however, are pretty 
leaky affairs. For every approved drug that comes 
out ofa pipeline, about 10,000 molecules have gone 
in and got lost somewhere on the way. 

The variety of "organic" molecules that can be 
put into the pipeline is so vast because the carbon 
atoms that form their skeletons are able to link up 
with each other to form branching chains and inter- 
locking rings that can be multiplied indefinitely. 
Attached to these skeletons, atoms of hydrogen, oxy- 
gen, nitrogen and sulphur add further variety. 

These molecules, stored in collections known as 
libraries, are a drug company's raw material. Some 
libraries are synthesised in a company's labora- 
tories, and some are the products of living crea- 
tures—as was the molecular inspiration for aspirin. 
These days, though, the preferred sources for natu- 
ral molecules are fungi (which produce many exotic 
chemical weapons for use in guerrilla warfare with 
their competitors) rather than trees. 

The traditional process of drug discovery starts 


Big pharma and little biotech 
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by screening a library to see if any of the com- 
pounds it contains have properties that could plau- 
sibly be harnessed to the cause of medicine. But sub- 
stances emerging from this initial screening (now 
usually carried out in a tissue culture rather than in 
an animal) are rarely powerful enough to be effec- 
tive as they stand. The next step, therefore, is for 
chemists to fiddle with the exact arrangement of a 
promising compound's atoms (subtracting one or 
two here, adding a few others there, in the way that 
Hoffmann did when he acetylated salicylic acid) in 
order to increase its potency. 

The “lead compound" which results from this 
tinkering is then subjected to further tests, this time 
generally in animals. These show how well it is ab- 
sorbed by the body, how it stands up to the bio- 
chemical rigours it meets there, how poisonous it is, 
and what sort of side-effects it might be expected to 
produce. Only then is it allowed to go into clinical 
trials in people—first small ones to test its safety, 
and then much larger ones to prove its effectiveness 
for its intended job. If, after going through all this, 
the company thinks that it has a winner, it still has 
to persuade the regulatory authorities to agree. Only 
when a molecule has passed this final test does it 
pop out of the other end of the pipeline and on to 
the revenue line of the company's accounts. 

Compounds leak out of the pipeline at every 
stage. Even when the initial screening, tinkering 
and testing in animals is over, and human clinical 
trials are about to begin, only one molecule in ten 
makes it all the way through. And the process of get- 
ting it there is a voracious consumer of money. The 
average cost of a compound when it pops out ofthe 
pipeline is now over $300m. 

Viewed from the laboratory, a pipeline is like a 
funnel, getting narrower and narrower towards the 
end as fewer and fewer compounds are left in it. 
Viewed from the finance department, it looks more 
like two funnels joined together by their spouts (see 
chart 1). Expenditure contracts towards the middle 
as compounds drop out, then increases again as the 
few candidates left are put through successively 
larger, and thus more expensive, clinical trials. 

Having produced a successful drug, a company 
has no time to rest on its laurels. The period of pat- 
ent protection (normally 20 years) starts when the 
compound is registered with the patent office, not 
when it first appears on the pharmacist's shelves 
(which can be as much as a decade later). So drug 
companies have only a few years to recoup their re- 
search and development costs (including the cost of 
testing all the compounds that did not make it to 
the end of the pipeline), and to earn profits for 
shareholders, before their rivals are permitted to see 
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how much of the market they can snaffle. For an 
average drug, every day of delay after a patent has 
been applied for costs $1m in protected sales. 

Current alchemists, therefore, have three 
wishes: to produce more effective drugs for a wider 
range of diseases; to make research and develop- 
ment less expensive; and to speed it up so that they 
can benefit from patent protection for longer. 

As all lovers of fairytales know, however, wishes 
come at a price. Felix Hoffmann would probably 
recognise today’s drug companies as similar to 
those he helped to create (indeed, his own com- 
pany, Bayer, is still around). They are large, verti- 
cally integrated concerns, doing everything from 
creating the libraries of compounds at the outset to 
marketing the drugs that eventually emerge from 
the pipeline. But all the lovely new technology that 
is helping them do their job better may also change 
them beyond recognition. Thanks to that technol- 
ogy, companies specialising in individual stages of 
the research and development process—from de- 
signing libraries to applying for regulatory ap- 
proval—are springing up like midnight mush- 
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rooms. The traditional drug firms (which the 
newcomers, in a mixture of awe and contempt, tag 
as “big pharma”) are thus able to outsource any part 
of the research and development process, and in- 
creasingly do so. Meanwhile, other newcomers are 
attempting to ape the giants by developing and test- 
ing their own lead compounds. In America, for ex- 
ample, more than half of the substances currently 
undergoing clinical trials originated outside the 
laboratories of big pharma. 

Some of these new companies are trying to go it 
alone, following the tried-and-trusted vertical 
model. Others are making development deals with 
big pharma. Yet others are forming alliances with 
their fellow minnows, perhaps creating the embryo 
of a new way of doing business in the industry. 

This survey will describe the new technologies 
that are shaking up the drug companies, look at the 
changes in the industry’s structure and consider 
how it might change further in the future. And it 
will ask what, if the promise of more and better 
drugs is fulfilled, all this will mean for health care in 
the next few decades. 





Horn of plenty 


HE first crack in the edifice of big pharma ap- 

peared in the 1980s with the rise of firms such as 
Amgen, Genentech, Chiron and Genzyme. These so- 
called biotechnology companies worked out a way 
of finding new drugs without screening libraries, by 
picking proteins whose functions were already 
known as their lead molecules. Knowing what a 
protein does in the body is no guarantee that it can 
be turned into a useful drug, but it is a start. 

The success of these companies was based on a 
technology, then newly developed, called recombi- 
nant DNA. Proteins are much larger and more com- 
plicated than traditional (so-called “small-mole- 
cule”) drugs. They would be difficult to synthesise in 
ordinary chemical plants. Instead, the human gene 
carrying the instructions for making the desired 
protein is tracked down and “recombined” into the 
DNA of non-human cells that can be grown rap- 
idly—usually those of a bacterium called E. coli, or 
from the ovaries of the Chinese hamster. In these 
cells the human gene is translated into protein in 
just the same way as the cells’ native genes. The pro- 
tein can then be extracted and purified. 

“Therapeutic” proteins made in this manner 
have proved extremely successful. Combined an- 
nual sales now run at $13 billion. But the early bio- 
technology companies made an impact far beyond 
creating a new class of products. First, they showed 
that the barriers to entry into the pharmaceutical 
industry could be breached. There are now well 
over a thousand pharmaceutical-biotechnology 
companies scattered around the world. Second, 
they opened a chink in the armour of big pharma 
by giving the large companies their first experience 
of buying in drug candidates rather than develop- 
ing them themselves. Third, by concentrating on 
molecular biology (proteins and DNA) rather than 
traditional chemistry, they gave the field of drug 
discovery a shove in a new direction. 
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Two of the firms that epitomise this shove are 
found on opposite seaboards in America. Incyte 
Pharmaceuticals resides in Palo Alto, in the heart of 
California's Silicon Valley. Human Genome Sci- 
ences (HGS) is based in Rockville, Maryland, a few 
miles up the road from the National Institutes of 
Health (N1H), the American govemment's medical 
research agency and one of the main backers of the 
so-called Human Genome Project. 

This project—a loosely organised, largely gov- 
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ernment-sponsored, more-or-less international at- 
tempt to unravel the human “genome”—aims to 
compile a complete list, in order, of the chemical 
“letters” that make up the DNA in human cells and 
hence to discover the location and composition of 
all human genes. Incyte and HGs, however, are run- 
ning their own, private, genome projects. These use 
a short-cut perfected by Craig Venter, a geneticist 
who was at the NIH at the time and now runs the 
independent laboratory, known as the Institute for 
Genomic Research, that originally spawned HGs. 
The laboratories collaborating on the “official” 


Human Genome Project spend most of their time 
examining pieces of the chromosomes which carry 
the genes. This will, ultimately, yield complete in- 
formation about where those genes are and what 
they look like. But the genes make up only a small 
fraction of total DNA—perhaps as little as 2%. The 
role of most of the rest (often referred to as “junk” 
DNA) is imperfectly understood, but the “junk” is 
definitely not being translated into proteins. 

Dr Venter's technique, known as expressed-se- 
quence tagging, gets at the genes directly by inter- 
cepting the molecular messengers that mediate be- 





The chip-top laboratory 


S THE relationships between genet- 
ics and disease are disentangled, 
scientists will get much better at predict- 
ing who is at risk of what, well before the 
event. At the moment, geneesting is of 
ten feared because it may turn up dis- 
eases that are incurable (Huntington's 
chorea, for example), or prompt radical 
solutions to problems that might never 
have emerged if left alone (say, immedi- 
ate mastectomy after finding genes that 
indicate a risk of breast cancer). Such in- 
formation is also useful to insurance 
companies, who may deploy it to their 
customers’ detriment. 

However, with greater understand- 
ing, and the possibility of treatment, 
such diagnostic screening is likely to be- 
come an important routine. It will al- 
low people to take pre-emptive action 
where possible (changes in lifestyle, or 
prophylactic doses of appropriate 
drugs). And where pre-emption is not 
possible, and problems do develop, 
careful monitoring will enable treat- 
ment to be given early. 

But this will happen only if screen- 
ing is cheap. Most current methods of 


How to make a DNA chip 


A glass chip is covered with agents 
that like to bind with bases but 
cannot because they are attached to 
light-sensitive “protecting groups” 
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€ with 


ifferent masks 
and different 
bases, 


genetic diagnosis rely on the messy, 
long-winded and expensive procedures 
used to work out DNA sequences from 
scratch, taking each piece of DNA to bits 
letter by letter and checking the order of 
the letters. However, something better is 
in sight: a "chip" that will identify a 
piece of DNA from among a small num- 
ber of known variants. 

The idea of DNA chips was dreamt 
up by Steve Fodor, now the boss of a 
company called Affymetrix, based in 
Santa Clara, California. The chips are 
made of glass, not silicon, but the way 
they are manufactured was inspired by 
the semiconductor industry. 

The DNA alphabet has only four let- 
ters, technically known as nitrogenous 
bases, and conventionally represented 
by the initial letters of their rather long- 
winded names—a, C, G and T. Natural 
DNA consists of two chains of these 
bases coiled around each other in the 
famous double helix. In a given chain, 
the bases can occur in any order, but the 
two chains must pair off base-for-base 
according to a strict rule: an A always 
pairs with a T (and vice versa), and a C 
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always pairs with a G. 

Affymetrix's chips are divided into 
cells (currently 400,000 of them on a 
chip 1cm square). Each cell is covered 
with short, single-stranded DNA mole- 
cules 20 bases long. The trick borrowed 
from the semiconductor industry is the 
use of light-sensitive chemicals and 
light-proof masks for laying out the cells 
(see diagram). In a diagnostic chip, each 
"20-mer" corresponds, by the pairing 
rule, to 20 bases of the DNA to be 
screened—except that the tenth base (ie, 
one of those in the middle) is available 
in all four flavours in four adjacent cells. 
The next four cells “frame-shift” one 
notch along the DNA sequence being in- 
vestigated, so that the variable position 
is the next base. 

The DNA to be screened is first “la- 
belled" with a chemical that fluoresces 
under blue-green laser light, and then 
applied to the chip. It sticks most 
strongly to the 20-mers that match it ex- 
actly in the relevant 20-base sequences. 
The chip is then scanned by a laser and 
thesequence of the sample read off. This 
is a particularly good method for find- 
ing the single-nucleotide polymor- 
phisms that firms such as Genset see as 
the future of diagnostics. 


The chip is flooded with bases of 
one particular 

type. Each base 

incorporates a 
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tween a gene and the protein-making machinery in 
a cell. The “tags” are partial translations back into 
DNA of the messages carried by these intermediar- 
ies (they are made by using an enzyme called re- 
verse transcriptase). Such tags can sometimes be 
used as probes to help locate their parent genes on 
pieces of chromosome (the genetic-letter-matching 
rule, described in the box, means they will often 
stick to the relevant bit of chromosomal DNA). Alter- 
natively, given enough of these partial messages, a 
gene can be reconstructed by matching up the over- 
laps between them. 

The scale of the two companies’ operations is 
awesome. Both think they have at least one tag for 
almost every gene in the human genome. Incyte’s 
boss, Roy Whitfield, reckons there are about 
120,000 of those genes (rather more than the usual 
estimate of 80,000 to 100,000), and claims that his 
company has full sequences, not just partial tags, of 
more than 10,000 of them. Bill Haseltine, who runs 
HGS, reckons the total number of genes may be even 
larger, possibly 150,000, and says his company’s 
databases run to tens of thousands of full se- 
quences. Indeed, Incyte and HGs could probably 
each complete the Human Genome Project, junk 
and all, by themselves within a year or so. The rea- 
son they do not try is that there is no money in that 
approach. Instead, besides filling in the gaps in 
their genetic stamp collections, they concentrate on 
discovering which genes are active in what sort of 
tissues, under what conditions. 


A lucrative game of tag 


This sort of information is immensely valuable, 
and both companies have made a flourishing busi- 
ness out of selling it. Access to Incyte’s database 
costs about $15m a year. So far, some 20 companies, 
including those controlling nine of the world’s top 
ten pharmaceutical-research budgets, have thought 
it worthwhile to sign up. HGs has taken a different 
approach, doing deals with a smaller number of 
companies. It started with SmithKline Beecham, 
the first of the big-pharma firms to recognise the po- 
tential of genomics. The collaboration proved so 
fruitful that eventually SmithKline could no longer 
cope with the quantity of useful-looking proteins it 
was generating. As a result, six more companies 
have been brought into the alliance. 

What all of these companies are buying into is a 
developing model of how human bodies work at 
the molecular level. To understand the value of this, 
consider how a drug works. Broadly, medical drugs 
are of two sorts. The first sort (eg, aspirin, human 
growth hormone) acts directly on the body's metab- 
olism. The second (eg, Crixivan) acts on pathogens 
and parasites—creatures such as viruses, bacteria, 
fungi and worms—that live off human bodies and 
thus cause disease. Both kinds work by specific 
chemical reactions; the more specific, the better. 

Most drugs, whether human-metabolic or anti- 
pathogenic, are aimed at a single molecular target, 
usually a protein. Ideally, this target is found not in 
all cells, but only in those that the drug is intended 
to affect. Drugs aimed at pathogens should not in- 
teract with human proteins at all. Those aimed at 
human cells should react with proteins that are pro- 
duced only in the target tissue. If a drug lacks this 
specificity, it may cause side-effects. 
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Alive and kicking 
Number of biotechnology companies, worldwide 


Sources: Ernst & Young; Hancock institutional Equity Service 





Of the 3,000 or so human-metabolic drugs on 
the market, 15% act on a target molecule that is still 
unknown. The rest interact with a total of only 417 
different target molecules. To develop drugs for cur- 
rently untreatable diseases will require the identifi- 
cation of new targets. And even diseases that are 
currently tractable might be better treated via tar- 
gets that are as yet undiscovered. 

Genomic databases offer several ways of identi- 
fying new target molecules. First, many genes—and 
the proteins that are produced from them—fall into 
families. Some gene families are particularly rich 
sources of potential target molecules. The most cele- 
brated are the 7-transmembrane receptor mole- 
cules, which pass messages from the outside world 
into a cell. Mimic the chemical messenger to which 
a particular receptor is attuned, or jam the receptor, 
and you affect the cell's biochemistry and hence, 
possibly, its role in a disease. 

About 45% of all known drug targets are 7-trans- 
membrane receptors, so newly discovered recep- 
tors are always worth investigating. The protein 
channels that allow sodium, potassium and cal- 
cium in and out of cells are also likely candidates: 
they form 5% of existing targets, and are fairly easy 
to identify from genetic sequences. In addition, var- 
ious promising families of enzymes, such as prote- 
ases (which chop pieces off proteins, either to make 
new ones more effective, or to destroy those that are 
past their best) have been identified. 

The databases offer more, though. A few genes— 
known as housekeeping genes—are active in all hu- 
man tissues. But most are switched on only in spe- 
cific cells, and only at particular times. Since the 
databases have been built up by intercepting the 
messengers in different human tissues, they are 
crammed with information on where and when 
particular genes are active. This means that drug de- 
signers can identify protein targets specific to the 
tissues they wish to affect. They can also make edu- 
cated guesses about how proteins in particular tis- 
sues interact with one another to form metabolic 
pathways. Once a pathway has been identified, 
each molecular step along it can be investigated asa 
possible drug target. 

And, when the characteristics of healthy tissue 
have been established, the databases allow it to be 
compared with diseased tissue. For example, it is 
possible to observe the way that gene expression 
changes when a tissue becomes cancerous; or to 
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compare the genes that are active in healthy arte- 
rial-wall tissue with those from people with various 
forms of heart disease; or to compare infected and 
uninfected tissues, to see how cells respond to bac- 
teria and viruses. 

Moreover, those infectious agents can them- 
selves be investigated. At the moment there are only 
66 known target molecules in pathogens and para- 
sites, but the number is likely to rise. Many viruses 
(which generally have genomes containing only a 
handful of genes) have been fully sequenced. And 
using another technique developed by the versatile 
Dr Venter, it is now possible to break up the whole 
genome of a bacterium (made up of several hun- 
dred genes) into pieces small enough to put into a 
DNA-sequencing machine, and then patch the re- 
sults together in a more ambitious version of the 
way that expressed-sequence tags are assembled 
into whole genes by matching up the overlaps. 
Comparing the DNA sequences of these genes with 
genes of known function from higher organisms of- 
ten teils researchers what the proteins from particu- 
lar bacterial genes are likely to do, and therefore 
which would make good targets. Several compa- 
nies, including Incyte and HGs, are doing just that. 


Variations on a theme 


However, knowing which genes do what is not 
enough. Many genes come in more than one ver- 
sion. The different versions (known as alleles) differ 
slightly in their DNA sequences, so the proteins they 
specify differ slightly, too. These differences are of- 
ten implicated in disease. 

In certain diseases the genetic contribution is 
obvious. Illnesses such as sickle-cell anaemia and 
cystic fibrosis are caused by alleles which produce 
proteins that are so deviant they do not work. But 
different alleles usually operate in more subtle 
ways, creating a predisposition that will lead to ill- 
ness only if other factors are present, rather than a 
clear-cut effect. Having a single BRCA-1 or BRCA-2 
allele. for example, does not inevitably lead to 
breast cancer; it just increases the risk. 

Sometimes the other factors are the presence (or 
emergence, due to a new mutation) of particular 
alleles of other genes, in which case the illness is 
known as a polygenic disease. Most cancers are like 


this. Sometimes the other factors are environmen- 
tal. A form of mental retardation known as phenyl- 
ketonuria, one of the first "genetic" diseases identi- 
fied, turned out to be caused by a combination of a 
faulty gene and a chemical called phenylalanine. 
Eliminating phenylalanine-rich proteins from the 
diet of children predisposed to this disease pre- 
vents it from developing. 

These are fairly clear-cut examples, but often 
both the environment and other genes are involved 
in the development of a particular disease, which 
makes prediction trickier. Even so, knowing more 
about an individual's genetic make-up will become 
increasingly important in assessing which diseases 
he or she may be at risk of getting. Such knowledge 
will also greatly enhance the effectiveness of drug 
treatment. 

At the moment such treatment is a hit-and-miss 
affair. Sometimes a drug that is effective and safe in 
most people produces dangerous side-effects in a 
few. For example, Clozaril, a schizophrenia drug 
made by Novartis, one of the biggest of the big- 
pharma firms, induces a life-threatening blood dis- 
order called agranular cytosis in about 2% of pa- 
tients. In other cases a range of different drugs is 
needed to combat a particular disease because only 
one or two of them will work in any given patient. 
Here, what is now regarded as one disease might 
better be thought of as several, each requiring its 
own separate treatment. 

High blood pressure (hypertension) is a good ex- 
ample. Though not really a disease in its own right, 
it is dangerous because it can predispose an indi- 
vidual to heart disease and strokes. There are, at 
present, four different classes of drugs designed to 
reduce blood pressure—AcE inhibitors, beta 
blockers, calcium-channel blockers and diuretics— 
and within each class there are a number of slightly 
different drugs (a doctor can, for instance, choose 
from a dozen different sorts of beta blocker). At the 
moment, though, matching the treatment to a par- 
ticular patient is often a matter of trial and error. 

Sometimes, however, the best match is known 
to be linked to a patient's alleles. Alzheimer’s dis- 
ease is a degenerative illness of the brain. Although 
it is incurable, it is no longer untreatable, as it once 
was. The causes of Alzheimer's are still mysterious, 
but they appear to be bound up with a gene known 
as apoE. This comes in three alleles called, confus- 
ingly, £2, £3 and £4. People with an 4 allele are at 
greater risk of Alzheimer's than others. 

Many companies have developed, or are work- 
ing on, treatments for Alzheimer’s. Studies on the 
favoured molecules of two of these companies— 
Servier of France and Parke-Davis of America— 
show that Servier's drug works better in those who 
have apoE-e4 than those who do not, while Parke- 
Davis's is less effective in people with apoE-e4 than 
itis in those with the other alleles. 

It is widely believed that the example of 
Alzheimer's disease will turn out to be typical, and 
that variations in the effectiveness and side-effects 
of drugs will often prove, like the diseases them- 
selves, to be influenced by genetic variation be- 
tween individuals. Understanding such variation, . 
and how it influences the effect of drugs, is known 
as pharmacogenomics. One of the champions of 
the field is Daniel Cohen, chief genomics officer at 
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. Genset, a French company based in Paris. Like 




















Incyte and HGs, Genset is running a private ge- 
nome project. Unlike its rivals, though, the com- 
pany is interested mainly in the whereabouts of in- 
dividual genes on a chromosome. 

Dr Cohen looks for “single-nucleotide polymor- 
phisms" (SNPs)}—that is, places where the human ge- 
nome differs between individuals by a single ge- 
netic letter. His aim is to be able to examine a 
person’s DNA and deduce which alleles ofany given 
gene that individual is carrying. If the sNP he has 
found falls within a gene, that is easy—the snp itself 
is the allelic variation. But it is also possible to make 
a good guess by looking at sNPs in the junk DNA 
close to a gene. These are passed on from parent to 
offspring along with the gene. Given that each ver- 
sion of a gene can usually be traced back to a single 
mutation in the relatively recent past (that is, within 
the 200,000 years since Homo sapiens emerged as a 
separate species), particular alleles tend to be ac- 
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companied by particular patterns of sNrs. That in- 
formation can be correlated with any diseases, or 
side-effects of treatments, that the individual may 
suffer from and, given a reasonable sample of suf- 
ferers and non-sufferers, the genes associated with 
particular diseases and side-effects can be tracked 
down and their various alleles sequenced. 

Pharmacogenomics promises much. It should 
be able to show which combinations of alleles lead 
to polygenic diseases. It should permit the identifi- 
cation of sub-types of broad-brush syndromes such 
as hypertension. That will allow existing drugs to be 
aimed more accurately, saving patients trouble and 
health-care providers money. It will allow drugs 
such as Clozaril—and also molecules that were 
abandoned during clinical trials because of the 
side-effects they cause in some people—to be re- 
habilitated and used more widely. And it will yield 
a previously inaccessible range of targets for the 
development of new drugs. 





From blunderbuss to magic bullet 


T ABOUT the time when Felix Hoffmann was 
inventing aspirin, Paul Ehrlich, one ofthe doy- 
ens of microbiology, coined the term “magic bullet" 
to describe the ideal drug. “Fired” into a patient, it 
would destroy its target disease without causing 
any collateral damage. But after a century of re- 
search on how drugs work, a better metaphor sug- 
gests itself: that of a very precise key, with the target 
molecule acting as the lock. Sometimes a drug’s job 
is to open this lock. More often it is to jam the lock 
so that no other key can open it. Whatever its role, 
though, it is important that the key should fit only 
the lock it is designed for. 

Fortunately each possible lock, or target mole- 
cule, is a slightly different shape. Often it is the dif- 
ferences in shape between similar proteins that al- 
low them to do their jobs—permitting a particular 
receptor to recognise a hormone by its precise fit, 
for example. A pharmacologist's job is to subvert 
this mechanism by finding a drug molecule which 
will fit that shape (and, ideally, no other), thus 
changing the way that the target behaves. 


We have the technology 


There are two ways of going about this. If you know 
enough about the shape and chemical properties of 
the target molecule, you may be able to design a 
drug from first principles to fit it. If you do not, you 
just have to throw as many chemicals as possible at 
the target, and see what sticks. Unfortunately, few 
target molecules are well enough understood to use 
the first approach, at least in its purest form. Most 
drug-discovery programmes, therefore, fall back on 
the second. Here, success depends largely on the 
size of your library of molecules. Note that the be- 
ginning of the pipeline is deliberately made espe- 
cially leaky to cut down on leakage later on, when it 
becomes more expensive. 

The days when pharmaceutical companies em- 
ployed armies of the chemical equivalent of hand- 
loom weavers to make their libraries will soon be 
over. The buzz-phrase now is “combinatorial chem- 
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istry". This allows new organic molecules to be 
turned out by the yard, revolutionising the discov- 
ery process. Some think it may prove to be the great 
leveller that will allow the biotechnology compa- 
nies to challenge big pharma on its own turf—pro- 
ducing not only therapeutic proteins, but also 
small-molecule drugs that may in time become true 
blockbusters. 

The idea behind combinatorial chemistry is 
fairly simple. All but the smallest organic molecules 
can be thought of as made up of modules. These 
modules may be put together in different ways. By 
going through all the possible combinations, a huge 
number of molecules can be created from quite a 
small number of starting modules. 

The donkey work is carried out in devices 
known as micro-titre plates. These are lumps of 
glass or plastic with 96 wells (the number is a his- 
torical accident without any particular signifi- 
cance), arranged in 12 rows of eight. In the simplest 
version, each row is filled with polystyrene beads 
that have been impregnated with one of eight 
slightly different, but chemically related, sub- 
stances. An apparatus containing 96 pipettes in the 
same array as the plate then injects eight sets of 12 
slightly different compounds of another chemical 
class that is known to react with the first lot. This 
will result in 96 “dimers”. Split the beads up among 
several plates and repeat the process with a third set 
of molecules, and you will get an even larger num- 
ber of “trimers”. And so on. 

In the past, an industrious chemist would have 
been able to turn out 50-100 new compounds à 
year. Now, using standard combinatorial chemis- 
try, he can produce a couple of thousand. And by 
employing a more advanced version, which in- 
volves mixing beads from different wells together 
before putting them into the wells of the next plate 
(the so-called split-and-mix method), he can make 
up to 50,000 compounds a year—although keeping 
track of what is on which bead can be a nightmare. 

A good molecule library has traditionally been 
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one of a pharmaceutical company’s most carefully 
guarded assets. Before the introduction of combina- 
torial chemistry, only the largest drug companies 
could afford libraries of even a few hundred thou- 
sand compounds. Now it is possible for small, 
highly specialised drug-discovery firms, such as 
AxyS Pharmaceuticals of South San Francisco, 
(which concentrates on searching for drugs that af- 
fect the action of protease enzymes), to have their 
own combinatorial chemistry laboratories. AxyS 
has a library of over 200,000 compounds. And for 
those who prefer to use their bench space for other 
things, a specialist combinatorial-chemistry firm 
such as Pharmacopeia, based in Princeton, New Jer- 
sey, which has cracked the problem of keeping track 
of the beads in the split-and-mix method, has 3.3m 
molecules on its books. You can hire an exclusive 
library of, say, 100,000 molecules from it for $1m. 
Al! this means that anyone can get into the initial 
screening business. 

And that business, too, is being mechanised out 
of recognition. Screening library compounds for 
signs of the sort of activity that might, just possibly, 
indicate a molecule that might, just possibly, be 
tweaked into a drug used to be a matter of individ- 
ual tests on individual compounds, rather dis- 
missively known as “bucket chemistry”. What is 
done now is “high-throughput” screening, based on 
the same 96-well plates as combinatorial chemistry. 
Into the wells go molecular targets—often, these 
days, the result of genomic research. Added to these 
are small quantities of library compounds. To find 
out which ones stick to the targets, various tricks are 
available. These include the use of radioactively la- 
belled hormones that are displaced from target re- 
ceptors when putative drugs bind to the receptor, as 
well as fluorescent dyes that are activated by unin- 
hibited enzymes (so that wells containing an effec- 
tive enzyme inhibitor do not glow in ultraviolet 


light). According to Rob Spencer, a researcher at 
Pfizer who helped to invent the technique, high- 
throughput screening allows the whole of the com- 
pany's collection of 1.1m compounds to be screened 
against a single target protein in six months at a 
normal pace of work—although Dr Spencer reckons 
the job could be done in three weeks if he threw all 
his resources at it. 

But finding promising molecules (those that 
stick to the target protein but not to similar ones, 
where they might produce side-effects) is rarely the 
end of the matter. The best of them are used as start- 
ing points for further rounds of combinations until 
something emerges that sticks exclusively to the tar- 
get, and is effective in the minuscule doses that 
make a good drug. The new lead compound is then 
ready to move along the pipeline. 


Unity in diversity 

Combinatorial chemistry is a relatively new inven- 
tion, but its probable successor is already visible on 
the horizon. That successor is, once again, combina- 
torial chemistry—but with the reactions taking 
place in a silicon chip instead of a 96-well plate. As 
knowledge grows about how and why molecules re- 
act together in the ways they do, the processes of 
combinatorial chemistry and high-throughput 
screening can often be mimicked on a computer. 

Theoretically there is no limit to the number of 
possible different organic molecules, and chemists 
estimate that they could, if they put their minds to 
it, manufacture any one of at least 1069 (that is a “1” 
followed by 60 zeros) compounds ofthe right sort of 
size to be small-molecule drugs. However, if all the 
matter in the universe were converted into this 
enormous number of organic compounds, there 
would only be about one ten-thousandth of a gram 
of each substance. 

Fortunately, experience has shown that only a 
small subset of all the possible organic compounds 
of the correct size actually yields decent drugs. Half 
of all the drugs on the market come from just 32 
molecular families. However, even those amount to 
more sorts of molecule than *real-world" combina- 
torial chemistry can conveniently produce. 

This is where computers come in. They (or 
rather the chemical knowledge that is programmed 
into them)are not yet good enough to dispense with 
the laboratory bench entirely, but they can help 
"wet" chemists on their way by generating stupen- 
dous numbers of molecular designs and running 
them through filter programs that are loaded with 
information about the target molecule. Ideally, 
these programs include a virtual representation of 
the position of every atom in the target. This struc- 
tural information is obtained by x-ray crystallogra- 
phy (shining x-rays through a crystal of the target 
and calculating, from the way they interact with the 
crystal's atoms, what the target molecule looks like). 
Many companies have private X-ray crystallogra- 
phy units to supplement results from university 
laboratories. Indeed, the largest such unit in the 
world belongs to Agouron Pharmaceuticals, in La 
Jolla, California. 

The most promising candidates are then made 
and tested by “wet” chemistry to see if they behave 
as predicted and, if they pass muster, are used to 
generate a new virtual library for refinement, just as 
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a molecule that has passed the high-throughput- 
screening test is used as a seed for a new combina- 
torial library. At the end of the process, people may 
intervene directly. The virtual chemists can view 
computer representations of the target protein and 
of the candidate drug molecule on screen. The can- 
didate can then be altered atom by atom to achieve 
a better fit. 

Several companies are travelling hopefully 
down this route. Pharmacopeia is using it to pro- 
duce more specialised libraries. One possible con- 
sequence of this may be to mop up the intellectual- 
property rights on all the candidates for me-too 
drugs, by identifying them electronically and then 
patenting them. Other firms, most notably 
Agouron, Vertex (based in Cambridge, Massachu- 
setts) and, amongst big pharma, Pfizer, are design- 
ing actual drugs with the aid of computers, and 
Agouron now has a product made by this method 
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on the market. 

This drug, known as Viracept, is an HIV-protease 
inhibitor. It was launched in March 1997, after a 
mere six years of research and development—about 
half the industry average. Its sales have already over- 
taken all of its competitors except Crixivan, and are 
still growing. How long it will stay successful re- 
mains to be seen, for Vertex’s leading candidate is 
also an Hiv-protease inhibitor. Treating AIDS is a 
profitable market, and the x-ray crystallography of 
HIV protease is well understood. 

Viracept's speedy appearance is, however, only 
partly due to clever science. As an anti-AIDS drug, it 
benefited from the accelerated clinical-trials-and- 
approval procedure that the American government 
applies to life-and-death products. Other drugs are 
generally not so lucky. Another of the industry's 
concerns, therefore, is the need for better, quicker, 
cheaper trials. 





Trials and tribulations 


nu D closed glass doors in an office block in 
Princeton, some 60 computers hum quietly to 
themselves. Each is running a clinical trial of an as- 
piring drug. Some of these trials are taking place in 
several countries simultaneously, so the computers 
are multilingual. Their task is to tell the doctors tak- 
ing part in the trials, in each participant's own lan- 
guage, which patients to dose when with what, to 
ensure that a statistically meaningful result will 
emerge from the trial. 

The computers belong to Covance, a leading 
contract-research organisation (CRO), and thus an 
example of a type of pharmaceutical company that 
scarcely existed 15 years ago. Clinical trials are the 
last—and, on a per-molecule basis, the most expen- 
sive—part of the research and development process. 
They are also the part that the regulatory authorities 
take the keenest interest in, for they show whether 
the substance being tested is likely to be safe and 
effective. Running such trials (and also the “pre- 
clinical” trials that lead up to them—see box next 
page) is the main business of Cros. To beat the com- 
petition, they must develop better ways of conduct- 
ing those trials, and extract the maximum amount 
of information from the minimum number. 

Doing a series of trials, and presenting the re- 
sults in a way that will persuade the authorities to 
grant approval, requires that a substance be given 
to hundreds, often thousands, of people who are 
suffering from the condition that the pill is sup- 
posed to cure. It also means that a similar number 
of people must receive either an existing treatment 
if one is available, or adummy known as a placebo 
if the disease is currently untreatable, without them 
(or indeed their doctors) knowing that it is not the 
new drug being tested. This provides a control 
against which the new substance’s powers and 
problems can be measured. 

Pre-approval clinical trials are divided into 
three phases. Phase 1 involves limited tests on 
healthy volunteers. These are to check the sub- 
stance’s safety in people, who sometimes react dif- 
ferently from the laboratory animals employed in 
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pre-clinical trials. 

Assuming that the phase-1 volunteers suffer no 
ill effects, a series of phase-11 trials is carried out. The 
aspiring drug is tested in small populations of peo- 
ple suffering from whatever it is supposed to treat. 
This shows whether it is safe in those who are ill, 
and also whether there is any chance of it actually 
working. On passing the phase-11 milestone, the 
candidate molecule is put into phase-111 trials— 
large-scale tests of its efficacy. If these convince the 
makers, they write up the results and try to convince 
the authorities, too. 


Pharming it out 


Frequently, however, the process does not end 
there. A growing number of drugs go into post-ap- 
proval “phase-tv” trials. These are usually designed 
to “push out the edge of the envelope"—in other 
words, to extend the range of conditions for which 
the drug can be used, and reformulate it in ways 
that make it more effective, and therefore more 
profitable. 

The conduct of clinical trials is the bit of the 
pipeline most frequently outsourced by both big 
and small drug companies. This is largely because 


Win some, lose some 


FDA approval times 


Clinical development 


Source: Tufts Centre for the Study of Drug Development 





More effective 
clinical trials may 
be just around the 
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| HE one area of pharmaceutical R&D 
| which has not yet been shaken up by 


pipeline. Once a promising lead com- 
pound has been created, it has to leap a 
series of hurdles before it is allowed into 
clinical trials in people. These so-called 
“pre-clinical” trials test a putative drug 
| | for things such as toxicity (now poison- 
| | ous it is and what sort of side-effects 
| | might be expected from it), bioavailabil- 
| ity (how effectively itistakenup into the 
body and delivered to the tissue where it 
| is needed) and pharmacokinetics (how 
| | it is metabolised, and therefore how 
| | long it hangs around in the body), as 
| | well as whether it seems to have the de- 
| sired physiological effect. The results of 
| these trials allow further modifications 
to be made in a molecule’s structure, un- 
til it passes all the necessary tests. 
Pre-clinical trials, though relatively 
_ cheap on a per-molecule basis, are time- 
| consuming. They also involve tests on 
laboratory animals, which many people 
argue should be kept to a minimum for 
reasons other than economic ones. So 
| there is quite a pressing need to speed 
| up pre-clinical work and reduce the 
. | number of animals used (two goals that 
| | are often complementary rather than 
L | conflicting) ifthe middle ofthe pipeline 
P s . 
| isnot to become the main bottleneck in 
| the RAD process. 

Because so many different things are 
being tested, progress has been patchy. 
A grand theoretical principle—such as 
combinatorial chemistry, high-through- 
put screening or a laboratory-on-a- 
chip—is unlikely to emerge. But there is 
some movement, and big pharma 


Piggy inthe middle 


new technology is the middle of the - 


seems to be making more of the running 
here than elsewhere in the field. Glaxo 
Wellcome, in particular, is revamping 
its pre-clinical work to speed things up. 

One of its advances is the idea of 
“cassette” dosing. Traditionally, com- 
pounds have been tested in animals 
one ata time; but Glaxo reckons that it is 
often perfectly reasonable to test many 
drug candidates simultaneously for 
things such as their pharmacokinetic 
properties. As many as 20 (though more 
usually between five and ten) com- 
pounds can be injected into an animal 
simultaneously, and the way each of 
them is metabolised can be tracked by 
taking regular blood samples. Cassette 
dosing can drastically cut development 


time. It allowed Glaxo to optimise the 


pharmacokinetic characteristics of a 
new anti-bronchitis drug in six weeks. 
Using the old method, the task would 
have taken well over a year. 

Glaxo has also attempted to auto- 
mate the testing of bioavailability. Tra- 
ditionally, this would be done by feed- 
ing a drug to an animal and then 
checking its blood to see how much had 
been absorbed across the intestines. 
Now Glaxo tests bioavailability by see- 
ing how the drug is passed across a 
membrane made of intestinal cells that 
have been grown in a tissue culture. The 
membrane’s transport rate is closely 
correlated to that at which a real gut 
would transport the drug. This saves 
both animals and time. 

Despite these innovations, however, 
the big companies may still find them- 
selves leap-frogged. Kazumi Shiosaki, 
the director of drug discovery at Millen- 


nium Pharmaceuticals in Cambridge, | 


Massachusetts, thinks that a much more 
radical approach is possible. At the mo- 
ment, optimising a molecule for, say, 
bioavailability can make it worse in an- 
other area (toxicity, for example). A bet- 
ter way would be to build all of these 


properties in from the beginning. 


This means knowing how different 
sorts of molecules behave in different 
circumstances, so that the filter pro- 
grams used in virtual combinatorial 
chemistry can be redesigned accord- 
ingly. To study bioavailability, for exam- 
ple, Millennium has devised a method 
which combines cassette dosing and 
cultured membranes. Instead of using a 
solution with a single type of molecule 
in it, a mixture is put on top of the mem- 
brane. To find out how much of each 
compound made it through, the liquid 
on the other side is analysed by mass 
spectroscopy—a way of sorting mole- 
cules by weight. As long as all the mole- 
cules of interest have different weights, 
the amount of each that got through the 
membrane is easy to measure. 

With data on thousands of com- 
pounds collected this way, it is possible 


to establish which chemical characteris- 


tics favour bioavailability and should 
thus be allowed to pass through the vir- 
tual filter. Other technical tricks can 
provide equivalent data for toxicity and 
pharmacokinetics. 


If Millennium's idea works, it could. 


almost do away with the need for stan- 
dard pre-clinical trials. A few pro-forma 
trials would be required to show that 
what was predicted actually came true. 
But a time-consuming part of the pipe- 
line would have been eliminated, and 
consumption of laboratory animals 
could be cut to the bone. 


—————' 
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the trials have become more and more difficult to 
handie. Ten years ago it took an average of 40 clini- 
cal trials to get a drug to market in America. Now it 
takes 50. Moreover, the trials have become increas- 


ingly complex. The number of procedures per trial 
has risen by 50% ina decade, and the average num- 


ber of patients involved in each trial has doubled. 


Drug companies are fond of blaming regulators for 


delays i in the development and approval process, 
but im America the time the country’s Food and 


Drug Administration (FDA) takes to pronounce on a 
. hopeful molecule has actually got shorter in recent 
] years (see chart 6, previous page). 








— Ifit still takes an average of seven years to get a 
m ol : ule through the tria-and-approval process, it 
is because the trials themselves are taking longer. In 
irness to the drug companies, some of the in- 
creased number and complexity of the trials is due 


.. to increased regulatory demands. But some is due 
. to a growing trend towards working on diseases, 


such as osteoporosis, that take a long time to mani- 


fest themselves, and therefore demand longer trials. 

Companies such as Covance tackle the problem 
by applying information technology. That may not 
be as glamorous as genomics or combinatorial 
chemistry (though both of those are heavily depen- 
dent on 1T as well), but it works—and because it is 
being applied to molecules that are further along 
the pipeline, its practical effects are being felt more 
swiftly in the marketplace. 

Some cRo technology amounts simply to the 
more efficient management of trials: things like 
Covance's multilingual computers, which replace 
endless telephone calls from and to error-prone 
people. But cRO software also helps to decide 
quickly which trials are worth continuing, because 
it can gather and analyse biochemical assay data 
from patients much faster than could be done by 
hand. Moreover, the software works out how many 
trials are likely to be needed to test a particular drug 
to an appropriate level of rigour, and what the opti- 
mum size of trials should be. Too small, and Hg 
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, may prove statistically worthless; too large, and the — scribed, but also when it is tested. 
extra patients will add costs without adding worth- That could make the trial pro- 
while information. cess usefully cheaper. The La Jolla 










Handing it out 
Contract-research market 
Worldwide, $bn 











Saving time on trials is particularly important. 
Drug companies try to patent their molecules as 
late in the R&D process as possible, so as to waste as 
little as possible ofthe patent's short life before they 
can start making money out of it. However, no mol- 
ecule enters the trial process without having been 
patented, because the "investigational new drug" 
application that has to be registered at the start of 
formal trials makes it public information. Every 
day saved on trials is therefore an extra day of pat- 
ent-protected sales. 

This can make a big difference to prospective 
profits. North-Carolina-based Quintiles Transna- 
tional, which with almost 10,000 employees is the 
largest CRO in the world, reckons that it saved a year 
on the development of the anti-Alzheimers drug 
Aricept for Eisai, a Japanese firm, and Pfizer, Eisai's 
American partner. The drug was approved early in 
1997, a mere 52 years after trials began. The time 
saved on development is expected to be worth 
some $580m in extra patent-protected sales. 


Phantom patients 


But even more radical approaches are now possi- 
ble. Pharsight, another of the slew of new pharma 
companies based in Palo Alto, is making a business 
out of conducting clinical trials that involve no hu- 
man subjects at all. Instead, it uses virtual patients: 
cheaper and more co-operative than the real thing. 
Pre-clinical “mid-pipeline” data on attributes such 
as toxicity, bioavailability and pharmacokinetics, 
together with what is already known about the be- 
haviour of any similar drugs, are used to craft large 
populations of software "individuals" with a vari- 
ety of responses which, Pharsight hopes, will accu- 
rately reflect the real world. 

According to Stuart Koretz, the company's vice- 
president of medical affairs, between a quarter and 
half of all real-world trials make no meaningful 
contribution to the data on a drug candidate. By 
running various computerised versions of trials, 
each with different assumptions, the regimes that 
prove useless can be avoided in the real trials that 
follow the computerised ones. 

Pharsight's approach, as its punning name sug- 
gests, stops trials from going up blind alleys, as well 
as yielding the sorts of efficiency gains expected 
from standard CRO software. By predicting the 
likely outcome of a trial, it allows a drug company 
to pull the plug on a molecule that is not living up 
toits promise without the expense (and disappoint- 
ment for the patients involved) that a real trial 
would involve. Big-pharma firms are taking the 
point: six of them have already signed up to 
Pharsight's services. 

What Pharsight is doing could turn out to be the 
precursor of something even more radical than vir- 
tual trials: using pharmacogenomics to pick suit- 
able participants for a trial in advance, thus extend- 
ing its prospective use for picking those suitable for 
treatment. At the moment, the reasons why pa- 
tients’ responses to a given drug vary are obscure. 
Insofar as they are due to genetic variation between 
individuals, however, it will soon be possible to 
control for them, not only when a drug is pre- 
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branch of AxyS has been putting 
much of its effort into the study ofa 
group of enzymes known as the cy- 
tochrome-P450 complex. These en- 
zymes, which are expressed mainly 
in the cells ofthe liver, are responsi- 
ble for metabolising many drugs. 
The way they do this has long been 
recognised as an important source 
of the differences in people's re- 
sponses to drugs. 

AxyS has been running computer models of tri- 
als of drugs metabolised by the complex. These 
models are designed to estimate the savings that 
could be made by restricting each trial to people 
with appropriate versions of the enzymes. Janice 
Kurth, the company's director of pharmacogenet- 
ics, reckons that AxvS's data on the complex could 
allow the size of clinical trials of certain cyto- 
chrome-sensitive drugs to be cut by 85%. The sav- 
ings would be a lot less than that, since much of the 
cost of a trial is independent of its size, but they 
would still be significant. Dr Kurth thinks that on a 
trial programme that would otherwise have cost 
$300m, some $50m could be saved. The company is 
about to put its money where its mouth is by 
collaborating in the retrial of three drugs that have 
proved too cytochrome-sensitive to use. 

Cutting the number and size of trials with tech- 
nologies like these could bring down both the cost 
and the time involved in develop:ng new drugs. In 
addition, like combinatorial chemistry and geno- 
mic target-discovery, these technologies are chang- 
ing the way business is done. And that, in turn, is 
changing the structure of the industry. 










































































VER the past few years, the big-pharma compa- 

nies have been playing what Bill Haseltine re- 
fers toxas a giant game of pac-man—eat or be eaten. 
Firms have been swallowing one another in a 
search for economies of scale (and, all too fre- 
quentiy, a desire to purchase a pipeline with the 
profits of one or two blockbuster drugs, to compen- 
sate for internal research failures) The likely merger 
between Glaxo Wellcome and SmithKline Beecham 
is only the latest and largest of these consolidations. 
Meanwhile, the proliferation of small biotechnol- 
ogy firms suggests that those economies of scale 
count for less than they used to, and that barriers to 
entry are dropping. This survey has explained why 
this is happening. 

In the short term, at least, this plethora of eager 
drug-ciscovery companies is a bonus for big 
pharma. Small concerns with only one or two 
promising compounds are frequently reluctant to 
take the risks, and bear the costs, of clinical trials by 
themselves. Big-pharma companies can often pick 
up jomt-development rights to these substances 
fairly cheaply. 

In the longer run, however, the big companies 
may madvertently be nurturing powerful rivals. 
Many firms, following in the footsteps of Amgen, 
Genzyme and the other trail-blazers of the 19805, 
have set their sights on becoming fully fledged 
pharmaceutical companies—if on a smaller scale 
than Merck, Novartis, Glaxo Wellcome-SmithKline 
Beecham and their kind—by not merely dis- 
covering, but also developing and marketing, their 
own Grugs. 

In the past, this has been difficult. Two of the 
most successful first-generation biotech compa- 
nies—Genentech and Chiron—had to sell sizeable 
slices ef their souls to big pharma on the way. Roche 
. owns 69% of Genentech and Novartis just under 
..5096 of Chiron. A third 1980s start-up, Genetics In- 
|. stitute, has been completely swallowed by Ameri- 
| can Home Products, although it has kept opera- 
| tional independence. But remaining truly, rather 
. than “operationally”, independent should get pro- 
. gressively easier. 
|  .As R&D becomes cheaper and quicker, small 

firms can more rapidly build up the cash flow they 
TN need to finance future products. 
^n : Once a small company has à suc- 
ou cessful drug, it no longer needs to 
go cap-in-hand to the big boys. 
Agouron, for example, has not seen 
fit to share what it hopes will be its 
next big product—a drug to choke 
off the blood supply to cancers—in 
the way that it had to share 
Viracept with Eli Lilly. This trend 
will be accentuated if pharmaco- 
genomics and virtual clinical trials 
deliver their promises. As the 
: knowledge they provide reduces 
the risk ofa molecule dropping out 
ofthe pipeline late in the trials pro- 
cess, raising money to finance such 


Not only will you 

4 barely recognise 
^ next century’s drug 

|! — companies; their 
products too will 
improve out of all 
recognition 


trials will be easier. That will knock away one of the 
arguments for big pharma: its ability to survive 
costly failures. So, although the big companies, too, 
should benefit from the new technology (Eli Lilly, 
for example, aims to shorten the R&D process from 
an average of 4,800 days to 3,000 days), their mere 
size will be less of an advantage in the future, and 
might even count against them unless they make 
significant changes to the way they are managed. 


Mother of invention 

That big pharma needs to improve the flow of new 
drugs is indisputable. According to Andersen Con- 
sulting, the top ten drug companies between 1990 
and 1994 launched an average of only 0.45 truly 
new drugs (ie, novel molecules) a year each. To 
maintain their current annual revenue-growth rate 


 of1096 without resorting to yet more mergers (whose 


principal benefits are often one-off cost cuts), An- 
dersen estimates that these companies will have to 
increase their productivity tenfold, launching five 
new compounds a year, each with an annual sales 
potential of $350m. This is a tall order: half the 
newly introduced drugs in the industry rake in less 
than $100m a year. 

At the moment there seem to be almost as many 
strategies for achieving the Andersen target as there 
are big companies. Merck plans to sail majestically 
on, forming a few alliances to bring outside com- 
pounds into its portfolio, but relying mainly on its 


own scientists to repeat successes such as Crixivan's. | 
Pfizer is forging alliances left, right and centre, and. 
is actively soliciting academics with bright ideas p t 
that would make good drugs. SmithKline Bee- | 

cham’s deal with HGs allowed it to be first into the — 
area of genomics—one reason it looks a good match. 


for Glaxo Wellcome, which was an early partisan of 
the complementary technology of combinatorial 
chemistry (it bought Affymax, the firm out of which 
Affymetrix had been spun, for its snazzy combina- 
torial technology). Glaxo is also hot on good man- 
agement. It is now reorganising its scientists into 
multi-disciplinary teams to get them to talk to each 


other, and thus to take early account of problems. 


that might arise further along the pipeline. Roche 
has organised its research and development into 
semi-autonomous units that vaguely resemble 
biotech companies, while trying to maintain cross- 
fertilisation of ideas through frequent travel and 
meetings between researchers. It has even set up an 
independently managed subsidiary to run some of 
its clinical trials as the newly liberated managers 
see fit. 

This last move highlights the effect of the second 
change that is sweeping the industry—the rise ofthe 
pharmaceutical service companies (those dedi- 
cated to providing genomic information or combi- 
natorial-chemistry libraries or to running pre-clini- 
cal and clinical trials). These firms, which specialise 
in moving lots of molecules along short segments of 
the pipeline for other people, rather than taking a 


few of them all the way through it on their own, are: 


the seeds of what might turn out to be a whole new 
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A tangled web 


Some alliances between genomics companies and big pharmaceutical companies 
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way of doing business. 

Big pharma (and, for that matter, small pharma 
too) could, in principle, contract out or buy in al- 
most all of its research and development. Big firms 
are already heading in that direction (see chart 8, 
previous page), although all of them are adamant 
that there is a limit to this. It is essential, they say, to 
keep an active research and development core, if 
only to have experts who can assess the worth of the 
outside firms. 

That remains to be seen, for the advantages of 
outsourcing are considerable. The service compa- 
nies are specialists, and can benefit from econo- 
mies of scale in their chosen tasks, The cost of em- 
ploying them is transparent, whereas that of doing 
the task “in-house” can be opaque. And specialists 
are likely to keep their capital and workers em- 
ployed continuously, whereas in companies that 
cover the whole pipeline progress often comes in 
fits and starts, so that people and machines are al- 
ternately under- and over-employed. Besides, as the 
consequences of the pharmaceutical revolution be- 
come clear in the early part of the next century, big 
pharma's managers may feel that who does what 
research is less important than some of the other 
questions they are facing. 


A pill for every ill? 

Besides speeding up the process and bringing 
down the cost of drug discovery and development, 
the new pharmaceutical technology promises three 
things: first, an increase in the range of diseases that 
are treatable with drugs; second, an increase in the 
precision and effectiveness of those drugs; and 
third, an increase in the ability to anticipate dis- 
ease, rather than just react to it. 

The first change should cause a shift in the way 
that money is spent by health-care providers—be 
they governments, HMOs or insurance companies. 
Being ill, particularly being chronically ill, is expen- 
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sive. Drugs are usually the cheapest way of dealing 
with it—certainly cheaper than surgery and pro- 
longed stays in hospital. They are also less trau- 
matic for the patient. One of the triumphs of mod- 
ern pharmacy (and one, it has to be said, that those 
involved are not shy of trumpeting) has been the 
end of vagotomy—the surgical removal of peptic ul- 
cers—thanks to introduction of the anti-ulcer drugs 
known as H2 agonists. This has saved $3 billion a 
year in surgery costs in America alone, and made 
the inventors rich—particularly Glaxo Wellcome, 
which hijacked most of the market with Zantac, sell- 
ing well over $30 billion-worth since its invention. 

At present, according to Barrie James, only 
about 12% of the world’s health-care budget is spent 
on drugs. How much that fraction will increase 
over the next few years depends on what pops out of 
the pipelines. But the list of ailments that are being 
worked on leans towards the chronic, expensive de- 
generative diseases of old age. Everyone with a half- 
decent research laboratory seems to be looking for 
treatments for osteoporosis, Alzheimer’s disease 
and Parkinson's disease. At present, Alzheimer’s 
and Parkinson’s are still incurable, and the current 
treatment for osteoporosis—hormone-replacement 
therapy—could certainly be bettered. 

There are also likely to be therapies for condi- 
tions that might not now be thought of as diseases— 
obesity, for example. Though most people could, if 
they put their minds to it, slim down by the tradi- 
tional means of eating less and exercising more, the 
$8 billion a year sucked up by the slimming indus- 
try in America alone suggests that an easier way 
would be welcome. Safe and effective slimming 
pills would allow pharmaceutical firms to skim off 
much of this financial fat. 

All these things can only benefit the drug com- 
panies. The second advance, however—in the preci- 
sion and effectiveness of drugs—will be a double- 
edged sword. At the moment, healtn-care providers 
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waste billions of dollars a year on drugs that do not 
work—that is, they do not work in particular pa- 
tients. Those billions, nevertheless, flow into the 
drug companies’ coffers. If the claims of pharmaco- 
genomics prove correct, this stream of unwarranted 
revenue will eventually dry up, because doctors will 
be able to prescribe correctly first time. There will, it 
is true, be more drugs to prescribe as each subtype of 
each common disease gets its own private magic 
bullet. But each of those drugs will have to be re- 
searched and developed separately, and even if the 
process becomes less expensive than it was, it will 
never be negligibly cheap. 

This paradox, first pointed out by Jürgen Drews, 
who recently retired as Roche's head of global re- 
search, means that if all the extra drugs promised by 
pharmacogenomics materialise, either margins 
will fall or the price of drugs for these ailments will 
rise quite sharply. On the other hand, the same 
knowledge that brings about this paradox will also 
bring about the third change—the ability to antici- 
pate disease—and thus open a whole new market in 
diagnostics. 


Don't wait for it 


Diagnosing disease has long been the Cinderella of 
the pharmaceutical business, but now, it seems, its 
prince has come—in the guise of genomics and di- 
agnostic chips. Roche, for example, has recently 
spent $11 billion on a diagnostics company called 
Boehringer Mannheim, making it the largest di- 
agnostics firm in the world. Abbott Laboratories, 
which previously held that crown, has signed a deal 
with Genset to help finance its SNP maps in ex- 
change for rights to develop diagnostic tools from 
them. Novartis, Roche's rival across the river in 
Basle. has access to the expertise of Chiron—which 
is developing an alternative diagnostic technology 
called branch-DNA probes. SmithKline Beecham 





has formed a joint diagnostics venture with Incyte. 
And Millennium has just launched a new “predic- 
tive medicine” subsidiary based on pharmaco- 
genomics. 

This idea of “predictive medicine"—that in 
many cases the risk of illness is foreseeable, and that 
better drugs will turn that foresight into useful 
knowledge about how to monitor and treat a per- 
son before the disease develops—is likely to be one 
of the 21st century’s nicest little earners, although 
the size of the market is almost unguessable until 
the technology is better established. Nevertheless, 
the idea is already leading some of the industry’s 
bosses in a new direction—that of selling not 
merely drugs but life-long health advice. Sir Richard 
Sykes, the head of Glaxo Wellcome, once suggested 
that his company might end up as something best 
described as “Glaxcare”. At the moment, all this is 
still up in the air, and how it would work in prac- 
tice—whether in collaboration or in competition 
with existing health-care providers—is unclear. 

One suggestion is that big-pharma firms might 
become more like holding companies for drug-dis- 
covery outfits. Researchers would be left to get on 
with their work and rewarded less with cash and 
more with share options. If nothing else, this might 
stem the defections of drug companies’ best scien- 
tists to biotechnology houses, a problem which cur- 
rently plagues big pharma. The “mother firms” 
would then concentrate on the businesses that actu- 
ally make the money in a market that is likely to 
become ever more complex, demanding and so- 
phisticated. They would manufacture and sell the 
drugs, diagnostics and whatever else their stables 
have turned up to people who may not yet be ill. 

Another possibility is the emergence of “vir- 
tual” companies. These would be special-purpose 
alliances linking drug-discovery houses and service 
companies to pass particular molecules along the 
pipeline. One such company has just been 
formed—a joint venture (known as Vascular Genet- 
ics) between HGs and a small and zappy CRO called 
the Cato Holding Company. This venture exists 
purely to develop a group of promising drugs for 
diseases of the blood vessels. If this scenario comes 
to pass, big pharma will wither (at least in the R&D 
department), small firms will dominate, and the in- 
dustry will come to look a bit like a network of bio- 
chemical pathways shuttling chemicals and in- 
formation backwards and forwards inside a cell. 
But no one has a clue what will really happen. 

To coin an oxymoron, then, the future appears 
murky but bright. Revolutions usually swallow a 
few of their children along the way, and this one 
will be no exception. Yet when the dust has settled 
in a decade or so, those who are left will look back 
and realise that even in the late 1990s they had been 
living in a state of near-medieval ignorance. By 
then, the human genome will have been unrav- 
elled, and the interaction of its parts should be well 
understood. Much of the process of drug discovery 
will have been swept out of the laboratory and on to 
the computer screen. Clinical trials will be carried 
out in the fair certainty that they will work. Drugs 
will be more effective, and mis-prescription rare. 
The field, in other words, will have become a true 
science. Its researchers will be alchemists no longer. 
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The surprisingly low level of long-term interest rates in 
the U.S. and Germany has given rise to the idea of a 
"new world" or "golden scenario" with stable growth, 
low inflation and low interest rates forever. The Asian 
. €risis has even added the idea of deflation. Although 
= there are considerable risks associated with develop- 
ments in the Far East, the risk of deflation is still close 
` to zero for the U.S. and Western Europe. Moreover, the 
notion of a "new world" would seem to apply much 
less to Germany than to the U.S. For our part, we expect 
that German long-term rates will start to rise in the - 


UNDOUBTEDLY, the pattern of 
economic development on both 
sides of the Atlantic in recent 


_years has hardly followed the 
textbook business cycle. And it 
will be some time before we can 
determine with certainty the role - 
played by special factors of a 


temporary nature and the extent 
to which established links 
between growth and inflation 


have changed permanently. In 


any case, there can be no denying 


. that the Asian crisis depressed 
~ long-term interest rates world- 
J wide-in the latter part of 1997. 


Financial markets rightly recog- 
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taken further, vastly exaggerat- 
ing the situation. There was even 
talk of outright deflation. 


DEFLATION, the opposite of infla- 
tion, simply means a declining 
trend in the prices of goods and 
services. Even taking into 
account the U.S. debate on the 
accuracy of price measurement, 


Asi n erisis is is resolve 
soon, growth should pick uj 5 
Western Europe in 1998. Given — 








structural rigidities in major Con- 
tinental European economies, 
though, a repetition of the recent 
U.S. experience of prolonged 
growth without higher inflation 1s 
quite unlikely. As a consequence, - 
monetary tightening will con- 
tinue, although short-term rates 
should rise by just half a percent- 
age point in Germany. 


10-year bond yields: expectations and actual outcome 


there is no deflation on the hon- 
zon in either the U.S. or Western 
Europe. What we have is a (tem- 
porary) return to something close 
to price stability after decades of 
harmful inflation. And as the 


(US. example clearly demon- 


strates, a high degree of price 
stability does not necessarily 
coincide with low growth and 
high unemployment. 


THis RAISES two questions for 


the bond market: Can price 
stability be maintained? And are 


other forces at work which might 


- cause long-term interest rates to 


rise? The answer to the first 
question is probably yes, at least 
for the current year. Growth in 


the U.S. will be reduced to a 
. more sustainable level by the 
Asian crisis and by domestic fac — 


tors, while the strong dollar will 
help keep inflation in check. 


| debate from price stability to -— 


- lower than most forecasts had- 





FiNALLY, bond markets willhave . | 
to respond to the decisions in... 
early May on the starting date. 
for Emu and the selection of its 
founding members. With the cu 
rent shift of emphasis in. public 











employment and growth, long- - 
term rates are more likely to 
move upwards than downwards - 
as a consequence of the change of 
monetary regime. 


ALL IN ALL, therefore, it is quite | 
improbable that 1998 will endàs — 
1997 did, ie. with rates much... 





predicted. And a year from now; 


probably no one is likely. iov ee 
remember exactly what the | sup. o 
- posed “new world" for bond mar- 
ketow was meant to be. | | 
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Behind Branson 


Richard Branson has made himself the undisputed business hero of a nation 
that scorns corporate success. Now he is taking his biggest risk yet 


N THE whole, the British do not like 

businessmen. But the woolly 
jumpers, beard and toothy grin of Richard 
Branson, creator of the Virgin brand, speak 
of a tycoon who is different from the rest: 
honest, unstuffy, nice even. The powerful 
admire Mr Branson too. He was a favourite 
of Margaret Thatcher's, and was also one of 
the first to arrive at Tony Blair's election- 
night victory party, praising New Labour 
for adopting the best bits of Thatcherism. A 
reputation for integrity was enhanced by a 
recent court case revealing how a director 
ofthe company that outbid him to run Brit- 
ain's lottery had offered a bribe—which Mr 
Branson refused. In British advertisements 
for Apple computers, Mr Branson appears 
with Gandhi and Einstein as one of the 
shapers of the 20th century. 

This reputation and the newspaper cov- 
erage that accompanies it bind together a 
business empire that has extended far be- 
yond its origins in the music industry. For 
years Mr Branson has seemed to have the 
Midas touch, moving into one fresh market 
after another. Virgin's vivid red logo 
appears on businesses including air- 
lines, fashion and soft drinks. 

Mr Branson's most audacious 
plan yet is to make money from Brit- 
ain's privatised railways. Virgin has 
been attracted to a business that is 
enjoying something ofa renaissance 
in many countries (see pages 19-21). 
But rail in Britain is notorious for its 
losses and lousy service under public 
ownership; and, paradoxically, for a 
prejudice against privatisation. 
Turning it around will require large 
investments in new rolling stock 
and the payment of mounting fees 
over the next few years, which Mr 
Branson wants to finance partly by 
floating the rail business on the stock 
exchange during 1998. That will ex- 
pose his empire to the sort of scru- 
tiny that it has not faced since it went 
(briefly) public in 1986. What is 
more, this drain on cash comes at a 
time when the only part of the em- 
pire that is generating large profits is 
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his airline, Virgin Atlantic. Aviation is a 
highly cyclical business, and Virgin is 
threatened by the competition that deregu- 
lation will shortly bring. 

Already, Mr Branson’s rail businesses 
have suffered some reverses. The firm’s 
West Coast line between London and Glas- 
gow and its CrossCountry line did badly in 
a recent survey by rail regulators: each of its 
services had become less punctual. An- 
other, London & Continental Railway 
(LCR), which had planned to build and op- 
erate a high-speed line to the Channel tun- 
nel and in which Virgin invested around 
£7m ($11.5m) fora 17% stake, admitted at the 
end of last month that it could not build 
the new line without an extra £1.2 billion of 
state subsidy. The British government has 
refused. LCR has until the end of February 
to find the missing money or go bust. 

Such difficulties are only to be expected 
when a firm enters a new business. How- 
ever, they illustrate the three greatest threats 
that Mr Branson faces. First, that Virgin’s 
brand, its most precious asset, may become 


v (Mission: [Mposs: 


associated with failure and strife. Second, 
the riskiness of Mr Branson's strategy of ex- 
panding through joint ventures. And last, 
the empire’s appetite for cash. 


Financing Virgin 

The first thing that strikes anyone inter- 
ested in Mr Branson’s empire is its sheer 
complexity. It is hard to get up-to-date fi- 
nancial information about his businesses. 
They are not neatly held in a consolidated 
group, but are in a clutch of offshore trusts 
in the Channel Islands and Virgin holding 
companies in the British Virgin Islands, 
where there is no obligation to publish ac- 
counts (see chart on next page). 

Over the past few years Mr Branson has 
converted the equity capital of several of 
the British holding companies into “bearer 
shares”, an unusual form in which there are 
no registered shareholders. One conse- 
quence is that it is impossible for outsiders 
to know if the firm has minority sharehold- 
ers, or who they are. 

Virgin explains that there is nothing 
sinister in these arrangements. Its directors 
give different explanations for their pur- 
pose. Mr Branson admits that “indirectly” 
its structure was set up to reduce the tax bill. 
The finance director, Stephen Murphy, says 
it is not tax-driven. He says that Mr Branson 
originally chose to situate companies in the 
British Virgin Islands because he wanted to 
keep information from British Airways 
during a commercial dispute in the early 
1990s. Since then Virgin has used the is- 
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lands for companies that might one day be 
listed outside Britain. And bearer shares en- 
able Mr Branson to restructure the various 
companies without some of the costly bu- 
. reaucracy that is normally associated with 
|. registered shares. 

Because individual companies have 
different year-ends, it is also hard to follow 
the movement of assets between compa- 
nies. For instance, in early 1994 when it was 
making losses, Virgin's property firm was 
sold by its British parent to an offshore 
company for some £50m, only to reappear 
in Britain a year later, purged ef its losses, 


bought back by another Branson company 


.for only £11m. In effect, the losses were 
taken on to the books of an offshore hold- 

: ing company (which does not have to pub- 
. lish accounts) rather than a British com- 
. pany (which does). 
. Virgin says that it does not keep consoli- 

dated accounts even for its own use. The 
Economist has attempted to assemble a 
picture of the entire empire by looking at 
80 of Mr Branson's companies and piecing 
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together the accounts of the 40 most impor- 
tant ones. All ofthe rest that publish British 
accounts are small, and many are dormant 
firms that were originally set up for projects 
that never came to anything for the com- 
pany, such as Mr Branson's bid to run Brit- 
ain's lottery. 

Mr Branson's empire includes two sorts 


of company. First are the 200-odd firms 


that Mr Branson owns and that have com- 
bined sales of around £1.3 billion, accord- 
ing to the latest accounts, which were filed 
between September 1997 and January this 
year (see table on next page). About a further 
£850m of turnover comes from a second 
class of firm in which Virgin owns 50% or 
less of the equity (this figure excludes the 
£444m turnover of Virgin Retail Ltd, a sub- 
sidiary of WH Smith, in which Mr Branson 
has a stake of only 25%), —— 

However, Virgin Travel is the only one 
of Mr Branson’s businesses to make a large 
profit—and most of this comes from his 
main airline. There are no publicly avail- 
able accounts for the new Virgin Rail, 





| Which the company says is now profitable, — 


or for Virgin's retail business outside Brit- 
ain. The rest of Mr Branson's firms, in both 
groups, lost money in total. Those firms 
that he controls (excluding Virgin Retail 
outside Britain) lost £28m on a turnover of 
some £84m. The firms that are jointly 
owned are mostly recent start-ups and 
mostly loss-making. Together they lost 
£37.5m; Mr Branson's share of these losses 
Was £15.4m. 

Mr Branson, however, does not think of 
his empire in terms of accounting profits. 
"It is the capital value of businesses that 
creates most value for Virgin," he says. Most 
of his businesses, such as the cinemas, are 
investing the cash they generate. When he is 
expanding the empire, he would rather sac- 
rifice short-term profits for long-term 
growth. He says the system works well. 

However, it also carries risks. In a reces- 
sion, an empire founded on such princi- 
ples may become over-extended. Cash-flow 
could suddenly seem inadequate to fi- 
nance the expansion that is already under 
way. At that point the only way to raise 
money would be to borrow more, or to sell 
stakes in businesses—at a time when valua- 
tions might well be falling. 

The money-making core of Mr 
Branson's empire is Virgin Atlantic, which 
has been profitable for the past three years, 
after three years of losses. The airline has a 
network of premium routes serving busi- 
ness centres around the world and a superb 
brand, its Upper Class business cabin. 

However, competition over the North 
Atlantic, where Virgin Atlantic makes at 
least two-thirds of its profits, is about to be- 
come more intense. As part ofa deal to win 
regulatory approval in Brussels and Wash- - 
ington for the alliance between British Air- 
ways and American Airlines, precious 
landing slots at London's crowded Heath- 
row airport are likely to be given to compet- ` 
ing carriers. Making Heathrow more acces- 
sible will depress business fares between 
London and America, which are up to 2596 
higher than fares to America from other Eu- 
ropean airports. | 

The allocation of landing slots to other 
airlines will threaten Virgin Atlantic's hard- 
won but now comfortable position as a 
small competitor in a market in which 
fares are, in effect, set by the much larger 
BA—which may help explain why Mr Bran- 
son has opposed the deal. Airlines are no- 
toriously sensitive to the falling load factors 
and slimmer margins that would result 
from more competition. Moreover, this 
new competition will arrive just as air 
travel will probably begin its next cyclical 
downturn. 


The Virgin brand 
Virgin's Byzantine structure is perfectly le- 


gal. But complexity comes at a cost. It may 
make lenders uncomfortable, especially if 
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9ut up the capital—much as 
it were a franchise operation. 
Recently this has appeared to work bril- 





for his 50% share of the Virgin Vie cosmetics 
ympany; this compares with £20m for the 
maining 50% raised by Virgin's partner, 





pany that was then controlled by one of the 
men whohas accompanied Mr Branson on 
s ballooning expeditions. 

— However, Virgin has suffered reverses 
+ with joint ventures to sell cola and vodka. 
— Earlier this month the company bought out 
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flair for public relations, relying. 
itly. Mr Branson invested a mere £1,000 


Victory Corporation, a small British com- _ 





Canada's Cott, which had invested some 
£2m in a venture to sell Virgin Cola. Virgin 
says that the business is at the beginning of 
an expansion in Belgium, South Africa and 
America. That is courageous. Three years af- 
ter its launch in Britain, Virgin Cola still 
has only a negligible share of the market 
compared with Pepsi and Coca-Cola. Simi- 


- larly, Virgin Vodka, which is produced by a 
joint venture with the William Grant spir- 


its group, was also launched with a fanfare 
in 1994. In Britain it is now on sale only in 
a few duty-free shops and on Virgin flights, 
though Virgin plans to launch a chain of 
Virgin Vodka bars. 

These ventures are small, however. A 
greater threat is the adverse publicity gener- 
ated by his foray into Britain's railways. 
With investors such as J.P. Morgan, an in- 
vestment bank, Virgin is part of a consor- 
tium that holds the West Coast and Cross- 
Country franchises. Passenger complaints 
have in some months been higher than 
they were under British Rail—though Vir- 
gin argues that this is because it has encour- 
aged people to complain. 

Whenever anyone points to the fragility 
of his business empire, in terms of losses or 
lack of tangible assets, Mr Branson points 
to the intangible benefit locked up in his 
brands. There is much to this. For instance, 
applying a multiple of 14 times earnings to 
Virgin Atlantic (a mere half the figure the 
market applies to the bigger and stronger 
BA, and allowing for the normal discount 


applied to private companies when eval- 


uating their earnings) would value the car- 
rier at over £500m. Mr Branson says the air- 
line is worth £800m-1.2 billion. 

Yet that is all the more reason to worry 
about the dilution or destruction of Vir- 
gin's brand capital. Should Mr Branson 
float more companies, investors will be es- 
pecially aware of the difference between a 


brand and an investment. Mr Branson 


might be able to convince investors that 
their money is protected by a ring fence; 
but damage to the brand in the private 
companies would inevitably hurt the pub- 
lic ones. For a company so diversified, it is 
vulnerably dependent on a single brand. 


Virgin's ventures 

The strategy that allows Mr Branson to ex- 
ploit his brand using only minimal capital 
requires partners willing to put up the 
money. Quite apart from their effect on the 
brand, Virgin's recent reverses do nothing 
to improve its reputation as a partner. LCR’S 
bid was based partly on forecasts of the 
number of rail passengers on Eurostar 
trains (which do not carry the Virgin logo). 
Virgin executives boasted that their knowl- 
edge of the travel business would turn the 
service into "a low-flying airline”, a "747 on 
wheels", with seats filled thanks to imagina- 
tive Virgin marketing and pricing. But the 
seats have not filled up, though Virgin says 


. forthcoming. Unless Mr Branson makes an 


then be free to sell the group, which has t 




























































that this is because LCR has not accepted i it 
marketing ideas. | 

Another trouble with joint ventures is” 
that circumstances change. Virgin has, for. 
example, recently become the largest share- 
holderin Victory, the firm with which ithas. 
a joint venture in fashion and cosmetics 
arguing that the stockmarket was underval , 
uing the company. 5 

And sometimes there are unpredictable: 
calls for capital. WH Smith wants to sell it 
75% of its retail venture with Virgin, \ hi 
owns Our Price Records and Vii 
Megastores. Last year the firm. rejected a bid 
of £135m from Virgin. The company ex-- 
pected a higher bid, but none has yet been © 





acceptable offer by June of next year, the 
joint-venture deal will expire and theentir 
business revert to WH Smith. Under the 
terms of the original deal, WH Smith woul 


right to use the Virgin name on t 
Megastores for 22 years. Virgin says that if 
negotiating to buy the business. - 


The Virgin experience 


Mr Branson has escaped from "m 
situations before. After he turned his music 
retailing, communications and property. 
group into a listed company in 1986, hi 
took it private again after two years. Thi 
cost him £110m, and all the divisions ex 
cept music publishing began to losi 
money. By 1992 things were bad enough fo: 
Mr Branson to sell his music business t 
Britain's EMI. In a recent newspaper int 
view, he claimed that the sale was neede 
to support Virgin Atlantic, which was att 
time engaged in a bitter commercial battl 
with the dominant British Airways (known 
as the "dirty tricks" war). In fact, the com- 
bined gross debts of his businesses in 1991 
were £468m and total pre-tax losses wer 
£34m. Mr Branson sold his only consi 
tently profitable business because of finan 
cial pressure in other parts of his empire. : 

This time the rail business is M 
Branson’s biggest worry. Money, the brani 
and the company's reputation as a joint- 
venture partner are all at stake. Virgin's . 
partners have imposed demanding finan- 
cial targets on Virgin Rail, including a list 
ing for the company within 18 months. =- 

Yet ifitisto be able to promise profits to — 
new shareholders, Virgin Rail faces for- 
midable obstacles. In order to attract new 
passengers, the firm needs to spend some 
£250m on its cross-country railway and 
£950m on high-speed tilting trains for the _ 
West Coast line. (A deal to acquire the trains 
will be announced on February 23rd or — 
soon after.) The trains will be leased from . 
their manufacturers, Italy's Fiat and GEC- 
Alsthom, an Anglo-French joint venture 
and thus Virgin will not have to find; a 
money at once. | 

In doing all this, Mr Branson 













ernment. pores aoe "decken steadily 
. from £76.8m this year. By 2002 Virgin Rail 
has to start paying the government an an- 
- nual fee rising from £3.9m to £220m in 
. 2012,the last year of the franchise. Overall, 
Virgin will have paid £1.24 billion for the 
franchise. A similar mechanism operates 
on Virgin CrossCountry, which currently 
receives a subsidy of £126m, roughly equiv- 
alent to its sales. 

Virgin thinks that the business can be 
self-financing, and that it can have new tilt- 
ing trains in service by 2001. Beth goals are 
ambitious—and Mr Branson is nothing if 
not ambitious. To be fair, back in 1984 Mr 

- Branson's entry into the airline business 
= also seemed both a crazy gamble and a 
-threat to his brand. 

- . However, rail is different, because Vir- 
‘gin is aiming to turn around a bad busi- 
ness, rather than create a new one in an 
 over-regulated market. Virgin needs to dou- 
„ble the number of passengers using the 
: West Coast line for the venture to be a suc- 
cess. If the financial figures for the West 
"Coast and CrossCountry networks are little 
better than their operating performance, 
~ there may be no real chance offloating the 
railways. Under the terms of the invest- 
_ment-bank financing, this would deprive 
. Virgin of the voting control in Virgin Rail 
-shares in favour its partners, though it 
would still own 4196 of the shares. 

. Without a flotation, the railways will 
still need capital to develop the business. 
: The best way to raise it might be by selling 
-all or part of Virgin Atlantic, the jewel in 
. Vitgin's crown. As with Virgin Music, Mr 
. Branson would be selling his past in order 
+ to finance his future. 








Japan's oil industry 


7 €€ T RASSHAIMASE" comes the chorus 


T on to the forecourt of a Japanese. garage. 
While your car is being filled with petrol, 


-trays emptied. When you havep paid, an at- 
“Al in all, a pleasant experience | 


= An experisive One, too. Petrol in i apan 








“a in 1986 va allowed. ‘oni hase 










| oil putes haves sO sear D pare of her the 
threat of them has been encugh to force 
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: tre ol petro now fetches; 0 on | 
average, Y98 (77 cents). a 


of welcome when you drive your car 


< your windows are cleaned and your ash- 


tendant stops the traffic and bows you out. 


record low price, and one 
which may fall still further. 

Late last year, the Japanese (í 
government. decided that ! 
from the beginning of April it. 
will, for the first time, allow . | 
the introduction of sel£ser- — 
vice petrol stations. 

That there are none now is 
one reason why petrol in Ja- 
pan is so expensive. Tokyo's 
nanny-knows-best ^ govern- 
ment has long claimed that 
pum ping petrol is a dangerous business. Ja- 


pan's 60,000 filling stations employ on av- 


erage seven people to sell 77,000 litres 
(20,343 American gallons) a month. In 
America, where self-service is the norm, two 
staff people sell, on average, 190,000 litres a 
month. 

The government S decision is making 
Japan's oil companies tremble. They are 
midgets compared with their American or 
European counterparts. Whereas most big 
western firms such as Mobil and Esso are 
expert at finding crude oil, extracting it 
from the ground, turning it into petrol and 
then selling it, Japanese firms tend merely 
to refine the stuff and sell it. This would not 
matter if they were any good at either task, 
but they are not. Refining costs in Japan, 
reckons Japan's Petroleum Association, are 
twice those of neighbouring South Korea. 
And, since western filling stations handle 
much greater volumes than their Japanese 
rivals, they enjoy a further cost advantage. 

/.'A recent fall in the cost of crude has af 
forded some relief to Japan's oil firms, but 
not much: the prices they can charge mo- 
torists have been falling even faster. Their 
operating profits will fall by around half 
this year, says Keiko Sasaki, an analyst at 
ING Barings, an investment bank. Mitsubi- 
shi Oil, the seventh-biggest refiner, expects 
operating losses for the second year in a 
row. The advent of self-service stations will 
make life even harder. Though only about 
100 stations will be introduced at first, they 
will drive down petrol prices in surround- 
ing areas. 

Local oil firms will find it hard to com- 
pete, because, on current evidence, they are 
not especially good at cost-cutting. Some 


 havestarted to share tanker trucks and stor- 


age facilities. But it is the petrol stations 


themselves that most need to be stream- 


lined. Established Japanese oil companies 
cannot easily coax them to do so, because 
they own only a fifth of the filling stations 
through which they sell their petrol, and 
operate almost none. 

Newcomers, by contrast, have few such 
problems. Britain's BP aims to set up 50 pet- 
rol stations in Japan over the next few 
years; most, no doubt, will be self-service. 


3 ported; bu t the occasi 








































Supermarkets are also keen to enter the 
business. BP has linked with Iseya, a re- 
gional supermarket chain. Daiei, a larger 
national chain, plans to add to the 11 stores 
it owns that already sell petrol. This is par- 
ticularly worrying for Japan's traditional 
oil companies. In every other country 
where supermarkets sell petrol, they have - 
used it as a loss-leader to tempt peopleinto | 
theirshops. That has depressed meres for 
everyone else. - | 
So Japanese oil firms are trying toi in 
crease the volume of fuel they sell and to... 
find new sources of revenue. Nippon Oil, ` 
the biggest, wants to mix gasoline and : 
grease by combining some of its petrol sta- - 


tions with "Drive-thru" McDonald's ham- — 


burger outlets. Japan Energy, the fifth-big- - 
gest, wants to put its AM/PM convenience | 
stores into its filling stations. Cosmo Oil, 

the fourth biggest, is toying with drive- ? 
through dry cleaners. It has already experi- 
mented with a few convenience stores at 






full-service petrol stations; but, since ae 
ers did not need to get out of their cars, 
these were not a success. Japan's oil compa- : 
nies clearly have much to learn. ! 





Pop music 


Eros | IS coming - 


UROPEAN pop music dare dici same se 

4 pigeonhole in most people's minds as 
British cooking and American law and or- 
der. The world, however, is turning upside 
down. New Yorks murder rate has col- 
lapsed, London's restaurants are féted 
across the globe, and European pop music 
is coming into its own. Across non-English- 
speaking Europe, the dominance of British 
and American stars is being eroded. Con- 
sumers are buying more local music; pan- 
European stars are emerging; ands some are 
even selling in America. — 

The Latin Americans and Ali cane have 
always listened to their own music; the 
Asians like a mixture of local and. im- 





Baglish-eppacing sarshav dominated E Eu- 





rope since pop was born. Now, however, 
Europe’s consumers can no longer be relied 
on to buy big American and British acts as 
enthusiastically as they used to. 

Out of this trend is emerging a new 
group of pan-European stars. You may not 
know of Eros Ramazzotti yet, but you soon 
will: his dark eyes and stirring lyrics have 
captivated women from Seville to Stock- 
holm, and he is to be launched upon an un- 
suspecting Britain in April. His latest al- 
bum was released on October 28th, and 
sold 2m copies in two months: Heinz 
Henn, senior vice-president of Bertels- 
mann Music Group (BMG), to which Mr 
Ramazzotti is signed, says he has never seen 
any star succeed at that speed on the Euro- 
pean mainland. Andrea Bocelli, a blind 
Italian tenor who has crossed from classical 
to pop, sold 6.8m copies of his album 
“Romanza” for PolyGram in 1997, making 
it the company’s second-best-selling album 
worldwide. 

A few European stars, including Mr 
Bocelli, are making a dent in the American 
market. The Swedes are particularly visible, 
but then Abba started that back in the mists 
of time. MCA's Aqua is a Swedish global hit, 
with a sense of irony and a record called 
“Barbie Girl”. And there is a curious phe- 
nomenon of stars who don’t make it in 
their home markets but do abroad: Meja, 
for instance, a Swedish girl signed to Sony, 
is small in Sweden and massive in Japan. 

The economic explanation for this is 
changing recording technology. As the cost 
of good recording equipment has fallen, so 
has the cost of bringing out a record; while 
the availability of decent recording facili- 
ties has increased. Big companies find it 
profitable to set up offices in smaller cities. 
Small record companies are springing up 
and expanding; and small companies pro- 
mote local stars. 

BMG's Mr Hann also offers a cultural 


I P 


Ramazzotti is a Eurostar 
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explanation: “American music has become 
fragmented, into genres like rap, hip-hop, 
grunge and country. Trying to sell the Euro- 
peans some of that is like trying to sell 
somebody in LA a yodelling band from Mu- 
nich.” As Rupert Perry, who runs Europe for 
EMI, points out, Europe is adopting and 
adapting some of the styles: EMI has, for in- 
stance, signed a German rap act called Pur. 

Some industry executives from the 
world's six big record companies argue that 
there are benefits to this trend. After all, it is 
cheaper to make somebody a star in Ger- 
many than across the world. But the bene- 
fits to small, independent record compa- 
nies may be larger still, because they 
specialise in serving local markets. And you 
need an awful lot of German stars to add up 
to a Michael Jackson. As Tom Hall, industry 
analyst at Deutsche Morgan Grenfell, 
points out, "It is better for a record com- 
pany to sell 10m copies of one album than 
to sell 1m copies of ten." 

Some of the record companies are rid- 
ing this trend comfortably. BMG, which 
started up in 1989, was weak in America 
and Britain, so concentrated on signing Eu- 
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ropean stars; which, says Mr Hann, is now 
paying off. PolyGram, a Dutch-owned com- 
pany, also has a European bias, and 
attributes its relatively healthy results, an- 
nounced on February 11th, largely to its 
strong local repertoire in Europe. But for 
companies such as MCA and Warner which 
are more American, Eurotaste spells trou- 
ble precisely when they do not need it. 
Overall growth in the industry is sluggish— 
around 3% a year—at a time when the econ- 
omies in their biggest markets are 
booming. 

Perhaps American and British pop stars 
need to take a lesson from Mr Ramazzotti. 
According to Franco Reali, BMG's man in 
Italy, “He sings about love, women, things 
that are easy to communicate. The Ameri- 
cans, the British, they sing about political 
and social troubles. There is enough of that 
in our lives. Why do we want it from our 
singers as well?" 





Sun and Microsoft 


A simmering 
dispute 


SAN FRANCISCO 


HAT is the future of Java, Sun 

Microsystem’s — much-ballyhooed 
computer language? Does it pose a real 
threat to Windows, as Microsoft apparently 
fears—or will it prove just another handy 
tool for programmers? 

These are the real issues behind a law- 
suit due to begin on February 27th in San 
Jose in California. Sun, a maker of powerful 
workstations and servers, has sued 
Microsoft, claiming that the software giant 
violated a licensing agreement by creating 
a version of Java that will run only on Win- 
dows pcs. Microsoft countersued, claiming 
that Sun itself broke the contract by intro- 
ducing a new Java dialect that does not 
work as well as the old. The dispute under- 
scores how important Java has become. Its 
outcome, some claim, could determine the 
future of computing. 

Up to a point. In fact, Java's fate lies not 
in court, but in the market with software 
developers and users. Their verdict is al- 
ready clear: Java is here to stay, though few 
expect it to topple Microsoft—at least not 
yet. 

Even by the standards of the computer 
industry, the hype that followed Java’s 
launch in 1996 was extraordinary. Initially 
seen as a way to enhance web pages, Java 
was soon talked of as a lingua franca for 
computers: small programs, called applets, 
written in Java would be distributed via the 
Internet and downloaded to run on any 
computer, regardless of operating system. 

The key to this feat is the Java “virtual 
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‘owsers. The Java VM, in effect, sim- 
ulates a computer within a com- 
' puter, which can adapt any Java pro- 
. gram to run on any computer. This 
makes it possible, at least in theory, 

for software developers to write their 

programs only once and run them 
on any kind of operating system— 
Macintosh, Unix or Windows. 

Small wonder that Microsoft felt 
threatened. It feared that Netscape, 
using Java, could turn its Internet 
browser into "a virtual operating 
system". Windows, the cornerstone 
of Microsoft's empire, could then be- 
^ come a mere commodity— "eventually re- 
_. placeable,” as one of the company’s senior 
^. executives put it two years ago in an inter- 

- nal document. 

— Today, Microsoft is playing down the 
~ danger. Its own browser, Internet Explorer, 
has eroded Netscape's market share to little 
more than 50%, while Java itself has proved 
to be a technological work-in-progress. Java 
^. programs sometimes run slowly because 
` the "virtual machines” must first translate 
“the applets into code that can be run on a 
given platform. They are becoming faster 
but, because they are jacks of all trades, they 
. may never quite catch up with programs 
-written for specific platforms. 

. . Furthermore, Sun’s “write once, run 
anywhere" claim for Java has since been 
amended by cynical developers to “write 


Abacus laws 


EUDALISM and high technology 
make awkward bedfellows. A new bill 
currently before the Russian parliament 
tries to extend the system of newspaper li- 


Internet. And in Germany, members of 
the Bundestag are strugglimg with the 
question of how to apply medieval craft 
laws to the computer business. 

The proposed Russian law establishes 
rigorous requirements for all broadcast 
and print media, such as a large registra- 
tion fee, a minimum number of native 
Russian employees, and a restriction on 
foreign ownership. Foreigners must ap- 
ply for explicit permission to distribute 
.j imported publications in Russia. As if 
^i this were not intrusive enough, the law 
| also applies to “messages and material 
distributed. via computer networks"— 

which on a literal interpretation would 
include even a. humble home page on 
theWorld Wide Web. . 

Like many Russian Lio the new mea- 
sure is so vague and sweeping that its real 
effects assuming it is S passed are likely 





censing, developed in tsarist times, to the 





































































once, debug NE Truly "cross-plat- 
form" programs are still a rarity, while new 
Java code often has to be tweaked to be 
compatible with different computers. 

This does not mean that Java is a flop— 
or that Microsoft can relax. Java's strongest 
performance so far has been in uses other 
than those originally proposed, for exam- 
ple as a faster, simpler tool for writing pro- 
grams~—one reason why it is already used 
by more than 500,000 developers. By and 
large these people are not writing their 
most successful Java applications for PCs, 
but for the larger systems used by corpora- 
tions. Businesses are using Java as a kind of 
software glue to tie their old computing 
machinery together and connect it all to the 
Internet. According to Zona, a market re- 
search firm, 97% of all American compa- 





to be limited. For example, an existing 


law on computer encryption obliges - 


those who want to use even simple word- 
processing programmes to seek a licence 
from FABSI, the state agency responsible 
for data security. In practice, the law is ig- 

nored by ordinary computer users. 

. Such à lax attitude to the law is not an. 
option; howevet, in orderly Germany, as. 
Jürgen Dold, the owner ofa thriving com- 
puter consultancy near Hamburg, has 
just discovered. Mr Dold has committed. 

the heinous offence of advertising his 
ability to connect computers together in 
networks, without having served a man- 
datory three-year craft apprenticeship as 
a Büroinformationselektriker (office-in- 


. formation electrician)—a requirement he - 


describes as "nonsense". If found guilty 
(and he is contesting the case vigorously), 
Mr Dold faces a maximum fine of 
DM10,000 ($5,500), which could be im- 
posed again if he reoffends. . 


Germany's craft laws are based on the 
rules governing medieval guilds. Still. 


wi i supported, they chime with a deep- 


row and inflexible.) 


‘puter up with another, but you shouldn't 





-This eped use ef java is 
one reason why Microsoft mightun- - 
dermine it, as Sun claims in its suit. — 
Companies cobbling together their | 
existing systems are less likely to buy 
new servers running Windows NT, 
the big brother of the Windows95 
operating system. Another is the 
Java-based mini operating systems 
for devices such as smart phones, Tv 
set-top boxes and hand-held com- 
puters, which are proving stiff com- 
petition to Windows CE, Microsoft's 
scaled-down operating system for 
the consumer market. While the 
Windows lock on the pc desktop looks as 
secure as ever, Java could spoil Microsoft's 
“Windows Everywhere” strategy. 

Whether Java fully lives up to its prom- 
ise depends also on Sun. Some developers 
criticise it for putting more energy into talk- 
ing Java up than improving its perfor- 
mance. Others worry that, despite applying 
for Java to be certified as an official tech- 
nical standard, Sun wants tight control 
over its baby as it grows up. It wants to be 
the next Microsoft, they grumble. However, 
that seems rather far-fetched. Sun is no less 
energetic than Microsoft in pursuit of its 
own interests, but as things stand, those in- 
terests lie in recruiting as many Java disci- 
ples as it can. And that means keeping Java 
open. 





respect for all kinds of formal qualifica- 
tions, and a belief in high-quality work. 
The guilds’ privileges are also seen as the 
foundation of Germany's comprehensive |. 
system of apprenticeships, which keeps | 

youth unemployment low. (Industri- 
alists, however, are pressing for changes _ 
in the system, which they say is too nar- | 


m 


Some changes have just gone through 
parliament, but they are extraordinarily 
timid. A craftsman's certificate is no. | 
longer required for those making, forex | 
ample, brushes, gloves, umbrellas or | 
lithographs (when was the last time you | 
saw a lithograph?). Somewhat more | 
| 






cheering was the failure of a proposal to 
reinforce the law so that the building of 
any network whatsoever would be within 
the craft guilds' reach (a working group of 
deputies is looking for a compromise). 
This is scant comfort for Mr Dold, how- | 
ever, who has fallen foul of the existing | 
rules—which are almost Russian in their | 





mix of detail and ambiguity. “As a non- 


craftsman you can hook the odd com- | 


advertise it as a big feature of your work” | 
says a spokeswoman for the guilds. Revo- |. 
lution, oyaa 









Here in the heart of some of the most natural 
panoramas in the UK you will find a mature dynamic 
regional economy; with a wide range of manutacturing 
companies, some of them world leaders, and 
a thris ing service sector, from finance ial services 
to the leisure industry 

CNT, England's largest owner of development 
land, has many prime greenfield sites close to the 
M6, M62 and the key towns of Preston, 

Warrington, Runcorn and Skelmersdale 
All ready for fast-track, no-hassle 
levelopment 

A major element in the North West's 
business success is its outstanding strategji 
location, offering rapid access to markets 
and suppliers in the UK and Europe 

The quality of life is equally 
outstanding. with the Lake 
District, the Peak District and 
Snowdonia near by; excellent sports, leisure, cultural 
and shopping facilities; and attractive housing at highly 
competihve prices 

Talk to CNT. We're ready to help you find business 


success here in the North West 


LOCATIONS MADE FOR BUSINES 
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CNT SELLS LAND FOR THE DEVELOPMENT 
ASK ABOUT: DEVELOPMENT SITES. @ FAST 
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IN THE UK CALL 0800 721 721 FOR DETAILS. OUTSIDE THE UK CALL +44 1908 696 300. 


“IMD has taken us one big step 


rther in the way we do 


our Jobs" 


Nobuko Wada 


Ben Kohler 
Marketing Manager Europi 
Polaroid IC, 


These three young executives face z 


Wide range of 
most diverse business environments. But they all have one thing in 
common: The competitive advantage 


challenges in the 


f an IMD executive development 
program. They have enhanced ther potential by learning together in 
classroom sessions and study groups from our experienced faculty 
and from the highly international mix of participants 


The two-week program they attenaed, Managing for Marketing 

Success is a stimulating blend of new ideas and revisited concepts. 
It widens your perspective on the f the marketing function, 
analyses examples and helps yol 
your market 


Hen tal ¢ 
Of current best practice | fine-tune 


ing efforts for maximum results 


Managing Manufacturing 


Transforming the manufacturing enterprise Driving the mi 


Starting date: Startin 
JII May 18, 1998 or May 


IND 


October 25, 1998 or October 31, 1 
Differentiation Through Service 
The key to customer satistactior 

Starting dates 

September 27, 1998 or October 3 99 


Director Account Services 
Dentsu Eye Ine. 


ng for Marketing Success 


ir«eting pr Ces 









Nicolas Spillmann 
Marketing Manager Mexico 
CIBA Specialty Chemicals 


IMD has been among the leaders in executive education for 
more than 50 years; our high recognised in the 
business-school ratings of both Business Week and US News 
& World Report. Our world-wide network of 25,000 alumni 
includes the senior management of some of the world s most 
successful companies. 


standards are 


Whether you are in marketing, manufacturing, finance, R&D, 

product development or customer service, to prepare for your 
next big step forward you should seriously consider attending 
one of the following programs at IMD, the world's most 


international Dusiness schoo 


Strategic Finance 

for maximum results The changing. role of the senior financial executive 
Starting dat 

1999 August 16, 1998 or August 22, 1999 

Managing the Tintin Process 
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Leading from the front 


Michael Peevey spent much of his career working for utilities. Now he wants to be 
among the first to compete against them 


ICHAEL PEEVEY likes to think of " 

himself as a man who thrives on ad- 
versity. On his office wall is a plaque with 
the motto of Britain's crack special air ser- 
vices: "Who dares wins." His fans like the 
tale ofhow, in the days when he was still sell- 
ing power systems, he flew overnight to Aus- 
tralia to negotiate a deal. On his arrival for 
the meeting he bustled into the lift. The 
power failed and he promptly got stuck be- 
tween floors. He had to climb out; but he got 
the contract. 

Mr Peevey is equally single-minded in 
his approach to selling electricity, a business 
that has long been stuck in its tracks. The 
$215 billion American electricity industry is 
moving toward deregulation; 46 states are 
considering how to dismantle regional 
monopolies and give consumers the right to 
choose their suppliers. 

Mr Peevey founded New Energy Ventures (NEV) with a cou- 
ple of like-minded friends in 1995 to stake his claim to this 
emerging market. He conceived the idea in the early 1990s when 
he saw the effects of liberalisation during trips to Britain, and 
began to mull over what would happen when America followed 
suit. He came to capitalism late, after a career that began at the 
Department of Labour during the Kennedy administration, fol- 
lowed by a spell as research director for the AFL-CIO, America's 
trade-union federation. After a stint with the California Council 
for Environmental and Economic Balance, he joined Edison in 
1984, and retired from the utility as president in 1993. 

NEV's strategy is to buy electricity on the wholesale market 
and then sell it on, with no mark-up, to its customers, most of 
them medium-sized and large businesses. NEV expects to make 
money by taking up to 25% of any savings that accrue. This way, 
says Mr Peevey, NEV aligns its own interests with those of its cus- 
tomers. NEV also sells energy-related services, and offers a meter- 
ing system that monitors billing history and energy-use patterns 
by the hour; customers can look at the data via the Internet. And 
Allied Signal recently named Nev as agent for its gas turbines in 
14 western states, a deal that gives it instant credibility in the 
growing market for on-site generation. 

California, where ratepayers are burdened with some of the 
highest prices in the country (see chart), will be among the first to 
open its market to competition, on March 31st, and Los Angeles- 
based Nev has contracts to supply 1,000 megawatts of electric- 
ity—roughly the amount that a city of 
500,000 people uses. That will make it 
one of the largest non-utility providers in 
the state. It was also the first non-utility to 
sell a watt of deregulated power, to a 
Rhode Island metals plant in August. NEV, 
commented EnergyOnline, an online 
commentary by LCG Consulting, a Cali- 
fornian industry watcher, “sent out a 
press release in which it used the word 
‘historic’ a lot and said nice things about 
New Energy Ventures"—a dig at the com- 
pany's relentless self-promotion. 
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M Mr Peevey is not long on modesty. He 


wants NEV to be the "dominant player in 
delivering electricity" in America—and then 
accomplish the same thing overseas. His ex- 
ecutives cheerily compare the firm to a Sili- 
con Valley start-up, all thrusting energy and 
crackling ideas. They puff the idea that NEV 
should be like WorldCom, the bumptious 
telecoms firm that has bid for mCi. But can 
NEV realise its dreams? 


Too daring? 

The company operates on a shoestring. 
When it started, it had just three employees; 
it now has 100. The only financial backing is 
from a holding company of Tucson Electric 
Power (TEP) which has put in about $12m so 
far. That is tiny compared with two of NEV's 
big rivals. PG&E Energy Services, an affiliate 
of Pacific Gas & Electricity, a giant Califor- 
nian utility, says it will spend $100m to win over electricity con- 
sumers. Enron, a Houston gas company, already has. 

There is nothing wrong with being tiny in a land of giants; 
but as competition grows, NEV will find it harder to compete 
with the marketing of its larger rivals. A bigger worry is that NEV's 
profits may also be tiny. Its literature promises risk-free power; 
but there are two risks for NEV. Firstly, all Californian ratepayers 
have to finance the large fixed costs carried by the utilities. Until 
these "stranded assets" are paid off in 2002, through a charge on 
everyone's power bills, the margin between what utilities and 
non-utilities will be able to charge will be small, perhaps as little 
as 1-2%. That leaves little profit for NEV. 

Second, deregulation may not go smoothly. Already, the 
opening of the market in California has been delayed for three 
months. That means 90 more days of operations without reve- 
nues. And the situation in Rhode Island remains a mess. NEV 
picked up the largest share ofthe market when it was opened for 
the 30 largest power consumers. But then the state utility com- 
mission set rates for the three utilities below the wholesale mar- 
ket price, in effect killing competition. So now NEV is paying its 
customers to hang on, in the hope that they will rejoin NEV when 
the commission changes its mind and sets more realistic prices. 
Similar problems in bigger states would be disastrous. 

Some of these worries are the inevitable corollary of going 
first. "We're concerned by that, sure,” says Mr Peevey, “but we 
want market share and customers.” He is convinced NEV can 
ride out a few lean years. In September TEP 
picked up its option to take a 50% stake in 
es the company (the rest is owned by the se- 

7 nior management) and seems committed 
to the project; floating part of the com- 
pany is another possibility. 


try rises with delay. But, given its thin fi- 
nancial base, the company would be un- 
wise to aim to be a force in every market 
that deregulates. Whatever the plaque 
says, those who dare are sometimes shot 
down in flames. 


NEV may be right that the price of en- 
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c Central bankers j in America and Britain are being pulled in one direction by 
p. vigorous domestic demand, and in another by weakening trade 





X * f HEN finance 1 ministers and central 


2 V V bank governors of the big seven rich 
ud “economies meet in London on February 
-< 2ist, their discussion will concentrate on 
the likely impact on their own economies 
ofthe East Asian crisis. Likewise, the fallout 
from Asia will surely loom large when Alan 
reenspan, chairman of America's Federal 
'TVE, gives his annual Humphrey-Haw- 
ns testimony to Congress on February 
















ven to the troubles in Asia? - 

The Federal Reserve has now held its 
Fed funds rate unchanged at 5.5% for 11 
onths, despite evidence that the economy 
—is growing more rapidly than expected. In 
_. Britain, too, the Bank of England has left in- 





"terest rates unchanged at 7.25% since No~ : 
.. vember. In both cases the decision has been. 
-2 influenced recently by events in Asia. But- 


= some economists now worry that too much 










he domestic economy. 








.. countries, they are now at a more advanced 


: stage of their economic cycles. Over the past | 
~ few years their economic performances. 


have been the best, with robust growth and 


big falls in unemployment. In the past, in- 


_flation has usually taken off as economies 


ran out of slack. But so far, inflation has. 


been modest. Indeed America's has contin- 

ued to fall: producer prices tumbled by 1.8% 
in the year to January. 

Now, according to popular wisdom, the 

- biggest threat to the robust health of these 

economies is the cold wind blowing from 


East Asia. Late last year many economists. 


and newspapers worked themselves into a 
frenzy about global deflation: in other 
words, falling prices and slumping de- 
mand. Less alarmist economists fretted 
___ that Asia's economic troubles would exac- 


~~ erbate the squeeze already being caused by — 
strong exchange rates in America and Brit- ~ 
ain. RM to the bus would fall and im- 
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th. But, when it comes to setting interest 
just how much weight should be NS 


: : weight is being given to Asia rather than to- 


-This issue is most pertinent in Ametica | 
and Britain. These are the countries where 
popular theory that inflation is dead 
will first be put tothe test. For, having come | 
it of recession earlier than other rich 


ports of supercompetitive Asian goods 
would crowd out home production. 

It is true that the effects of both Asia’s 
troubles and the strong dollar and pound 
will be felt by the tradable sector, particu- 
larly manufacturing. And bad news about 


job losses in the car or steel industries tends 


to dominate the headlines. But as manufac- 


insulated from global competition, contin- - 


than 4%. Manufacturing has held up better 


of most services are rising briskly. . 
| the traded-goods sector and push downt 
- prices of imported goods. But mean 
consumer spending i in both America 


g Britain is still growing vigorously, at an 
z nual rate of around 4%. This complic 


evenly loaded—even more so when the. 
main engine appears to be overheating. In 


America and to 5% in Britain—the lowest 
level for around two decades, and well b 


starts to rise. There are increasing reports 


skilled labour, and pay settlements are. 


. markets, a wave of big mergers, and a boor 








































turing accounts for only abit 
total output, the effect is t 
impression that the whol econo: 
slowing down. I Ee e 
For example, the news that | Britain's 
manufacturing. output fell in the. fourth 
quarter of last year prompted some talk of | 
recession, yet the much larger service Sector, | 


ued to expand at an annual rate of more 


in America, but its rate of growth has also. 
slowed sharply since last autumn, and ex- 
port orders have weakened. America's ser 
vice industries remain i: Although the 
prices of many goods are falling, the pr es 





The Asian crisis may further drag dow 








the task for central bankers of setting int 
est rates. It is much harder for a pilot 
achieve a soft landing if the plane is u 


both America and Britain, three of the p 
lot's indicators are flashing red: ca 
¢ Tight labour markets. Unemploymet 
has fallen to 4.7% of the labour force in 


low most estimates of the natural rate o 
unemployment below which inflation | 
that firms are finding it hard to recruit. 


creeping up. In the three months to Janu- = 


ary, American wages rose at an annual rate =) 


of 4.5%, almost twice as fast as two years = 
ago. Part of this rise in pay has been offset = 
by strong productivity growth, but even 
unit wage costs are rising more rapidly. i 
* Rapid money-supply growth. In both. 
countries the broad measure of money is... 
increasing at an annual rate of around 
1096—its fastest growth since thelate1980s. 
when inflation last took off (see chart on +< 
next page). So far this excess liquidity has 
mainly fuelled the surge in share prices; un- 
less checked it will eventually leak into con- 
sumer spending and hence prices. 

+ Rising asset prices. Some, though not all, - 
of the classic symptoms of a bubble econ- 
omy are becoming evident: frothy stock- 


in property prices (see next article), - 

Were it not for events in East Asi. 
three factors would almost certain. 
caused America’s Fed to raise i 


FINANCE AND ECONOMICS 









Overflowi 
Broad money supp 
. % change on a year earlier 


1987 88 89 90 91 92 393 94 & 2596 97 98 
Source: DatastreanviCv 


last autumn and the Bank of England to in- 
crease rates again this year. Both central 
banks have, in effect, eased policy because 
of fears about the impact of Asia. The Fed 
has also been constrained by the fact that a 
rise in American interest rates could exacer- 
bate Asia's financial woes. 

It is certainly true that weaker demand 
from East Asia could help to reduce infla- 
tionary pressures. And Asian flu could yet 


OT long ago, fund managers looked 
at each national market in Europe 
separately when deciding where to invest. 
These days, economic integration, and in 
particular the advent of a single currency, 
the euro, is spurring them to ditch this 
country-by-country approach in favour of 
choosing sectors on a pan-European ba- 
sis. But there is a problem: unlike their 
| American peers, investors in Europe have 
no equivalent of the Dow Jones Indus- 
trial Average or the S&P 500 as a standard 
against which to measure their returns. 
Several Europe-wide stock indices al- 
ready exist, including the Msci Europe 
and the rr/s&p Europe. But none of these 
has been able to achieve the dominant 
status of the Dow and the s&p in America. 
Next week, Dow Jones, the American me- 
dia company that publishes the Dow, and 
the Swiss, German and French stock ex- 
changes will together launch a new fam- 
ily of continent-spanning stock indices, 
called Dow Jones STOXX, to replace, over 
time, national indices such as Germany's 
DAX Or France's CAC 40. A battle for lead- 
ership is on. 
At the core of the sroxx indices are 
two "blue-chip" flagships, each compris- 
| ing 50 leading companies. One set in- 
| cludes only countries likely to join the 
euro when it is introduced; the other all of 











Western Europe. Eventuallv, one of these 
should become redundant. If monetary 
union is a success, a euro-denominated 
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Europe's index wars 


become even nastier. But what if the fallout 
from Asia turns out to be smaller than ex- 
pected and insufficient to take the steam 
out of these economies? They would con- 
tinue to grow too quickly. 

This evokes worrying memories of the 
late 1980s. Central banks then cut interest 
rates to offset the depressing impact of the 
1987 stockmarket crash. With hindsight, 
they eased policy too much. The slump in 
share prices made less of a dent in demand 
than expected, leaving economies to over- 
heat. As inflation rose, policymakers were 
belatedly forced to raise interest rates 
sharply, pushing economies into recession. 

If once again central banks leave it too 
late to tighten monetary policy, then they 
will need to raise rates by more than they 
otherwise would, running the risk of a 
bumpier economic landing. 

What are the lessons for policymakers? 
First, they should take account of the over- 
all strength of the economy and not be dis- 
tracted by bad news about manufacturing 
and exports. And second, it is better to raise 
rates sooner rather than later. America's 
economic symptoms earlier last year sug- 


index should quickly become the domi- 
nant benchmark for the whole of Europe. 

For now, though, Europeans still need 
two sorts of benchmark. One reason is 
that several countries in Europe, such as 
Germany and Spain, limit the proportion 
of assets that insurers or pension funds 
can invest outside their own currency. 
Once that currency is the euro, money 
managers in these countries can invest all 
over the single-currency region and so 
will need a euro standard. 

Demand for a better pan-European 
index is also coming from derivatives 
traders. A European index of liquid com- 
panies would allow them to gain expo- 





Baffled by benchmarks 


gested the need for a rate rise to slow 
growth and temper the stockmarket. If the 
Fed had acted sooner, America's labour 
market would now be less tight and the 
economy might be less vulnerable to the 
risk of a stockmarket tumble in response to 
either a rise in interest rates or more bad 
news from Asia. Central bankers in Amer- 
ica and Britain would still be caught in a 
tug-of-war between opposing forces, but 
their chances of avoiding inflation or reces- 
sion would now depend more on their 
skills than on sheer luck. 





American property 
Reheated 


NEW YORK 


HEN the going is good for the real- 
estate business, it is usually time for 
everyone else to worry. Things are certainly 
looking up for America's property barons. 
Rents are rising, there is a scarcity of good 
properties and landlords are under dimin- 


sure to all of the firms in it in one go by 
buying a future or option on the index. 
These are already available on national 
exchanges: the equivalent of $4.3 billion- 
worth of futures and options on Britain's 
FTSE 100 index are traded each day. Here 
sroxx may have an advantage: the three | 
bourses backing it plan to trade futures — 
on their new indices. | 

Even so, Europe-wide indices may | 
have drawbacks. One criticism of the two 
STOXX blue-chip indices is that they leave 
out some of the bluest names in corporate 
Europe, such as Roche, Volkswagen and 
HSBC. The reason is that companies are se- 
lected on the basis of a complex formula 
of size, liquidity and sectoral representa- | 
tion. The boss of sap, a German software | 
group, has called it “grotesque” that the 
selection formula means that his com- 
pany, Germany’s third-largest by market 
capitalisation, is not on the list. 

Some fund managers are also con- 
cerned. Andreas Utermann, a director at 
Mercury Asset Management, thinks a 
euro index will underperform a broader, 
pan-European benchmark and should 
therefore not be marketed as a better alter- 
native to clients. 

Others fear that the current flowering 
of competition among stock indices may 
backfire. As more pan-European indices 
become available, some mediocre fund 
managers may compare their funds with 
the least challenging benchmark in order 
to beautify their performance, leaving cli- 
ents in a marketing haze. It may be a 
while yet before Europe gets its own Dow. 
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It's getting warmer in there 


ishing pressure to keep their tenants happy. 
So often in the past, it has been a commer- 
cial-property boom-turned-bubble that has 
tipped a steadily growing economy into re- 
cession. Predictably, the property folk say 
that things will be different this time. To 
support their optimism, they point tosome 
big changes to the property business. This 
year it will become clear whether those 
changes are enough to keep the building cy- 
cle in check. 

In recent months, American property— 
particularly in the all-important office 
market—has regained a certain 1980s-style 
exuberance. Newspapers are full of stories 
of multi-million-dollar profits made on 
nicely timed deals, and features on the peo- 
ple who made them. These include some fa- 
miliar names, such as Mort Zuckerman, 
Sam Zell and the ubiquitous Donald 
Trump, who reportedly wants to sell his ca- 
sino business. But there are also some new 
kids on the office-block scene: for instance, 
Peter Munk, a Canadian whose firm, 
TrizecHahn, has been snapping up build- 
ings such as Sears Tower in Chicago. 

In the past few months, buying and sell- 
ing has been especially frenetic in the New 
York office market, one of the slowest to re- 
cover from the property bust at the start of 
the 1990s. For instance, last year 100 Wall 
Street was bought for $37m and sold for 
$58m within a few months. In midtown 
Manhattan, rents have risen by up to 20% 
during the past 12 months. However, the va- 
cancy rate for New York offices, currently 
around 8%, down from 15% a couple of 
years ago, remains high compared with 
some markets that started to recover 
sooner. In Cambridge, Massachusetts, it is 
around 1%; and under 2% in Atlanta. 

In such tight markets, rents are now at 
levels at which new building looks attrac- 
tive, assuming that the economy continues 
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to grow steadily. Last year, work began on 
building 181m square feet of new office 
space, 30% more than in 1996, according to 
F.W. Dodge, a research firm. True, this re- 
mains well below the 300m-plus square 
feet a year built in the late 1980s, but it was 
not long ago that experts talked of no new 
offices being needed until well into the 
next century. And the amount of new con- 
struction, still mostly in the suburbs, is ac- 
celerating fast. Eric Hemel, an analyst at 
Merrill Lynch, calculates that the volume of 
new capacity being started in the 33 biggest 
regional office markets in the fourth quar- 
ter of 1997 was three times higher than in 
the second quarter. If this pace does not 
slow, he fears, rents may start to fall as the 
new capacity becomes available in 1999. 


Lessons learnt 


In the office market in particular, things 
have gone awry at this stage of the property 
cycle so often in the past that it is hard to 
avoid cynicism. Yet Peter Linneman, an ac- 
ademic at Wharton who used to run the 
Rockefeller Center, points to several rea- 
sons why a repeat of the 1980s boom- 
turned-bust is unlikely. In the 1980s, the 
problem was that banks lent recklessly, of- 
ten more than the cost of the building; this 
led to lots of new buildings that were never 
likely to make an economic return. Now, he 
says, having been burnt so recently, lenders 
have become far more cautious. They are 
no longer lending more than a property's 
value; and before making loans they are de- 
manding proof that space has been pre-let 
(although, worryingly, there is a small but 
growing number of speculative buildings— 
with little or no pre-letting—in cities such 
as Dallas and Boston). 

Even more important, says Mr 
Linneman, has been the “massive equitis- 
ation and securitisation” of property. In 


particular, this refers to the explosive grow- 
th of publicly traded property companies 
called real-estate investment trusts (REITs) 
which have soared in market capitalisation 
from $9 billion in 1990 to $147 billion. 

REITS are likely to be a force for stability 
in the property market because they tend to 
be much bigger than traditional private- 
property businesses. They are therefore 
able to hold more diverse—and thus less 
risky—portfolios of buildings. The largest, 
Equity Office Properties, run by Sam Zell, 
has assets of more than $7 billion following 
its recent acquisition of the second-biggest 
REIT, Beacon Properties. In theory, REITs 
are less likely to suffer financial distress be- 
cause they rely much less on debt-financ- 
ing, with its onerous obligations to pay in- 
terest. And, crucially, because they are 
public firms, their development plans are 
subject to much greater and earlier scru- 
tiny—and judgment by share price—than 
those of private developers. Already, fears 
of oversupply have led some analysts to 
grow less bullish towards REITs, which may 
prompt them to scale back their plans. 

In some markets, the REITs are increas- 
ingly dominant. Equity Office Properties 
owns around 30% of offices in Chicago's 
west loop, for instance, and is said to be us- 
ing its clout to influence prices. Yet nation- 
wide, REITs own only 5% of America’s com- 
mercial property. Though they have many 
advantages over other forms of property 
ownership, their future growth will de- 
pend, among other things, on whether the 
stockmarket remains strong, so that they 
can raise more capital, and whether they re- 
tain their substantial tax privileges. 

For now, however noble their inten- 
tions, REITS are too small to stop another 
development boom on their own. They are 
directly responsible for only around a 
tenth of new building now under way. The 
rest is being carried out by exactly the same 
sorts of individuals and partnerships who 
made such a mess in the 1980s. Have they, 
and those lending to them, really learnt 
their lesson? 





Japanese bonds 


That sinking 
feeling 


TOKYO 


HERE was a time, back in 1990, when 

Japanese government bonds (jGBs) of- 
fered investors quite a decent yield. In Au- 
gust of that year, ten-year JGBs yielded 8.2%. 
Relentless pessimism about the economy 
has driven down yields almost continu- 
ously ever since. They fell as the govern- 
ment pumped the economy with ¥66 tril- 
lion ($522 billion) of fiscal stimulus, as the 
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>o yen plummeted by 40% from its high in the 
-> middle of 1995, and even as the govern- 
- ment’s debt climbed to 100% of Gpp. By late 
-last year the Japanese government was able 
. to borrow more cheaply than any other 
. government in recorded history (see chart). 
~ Yet a few brave souls in Tokyo dare suggest 
that long-term bond rates might fall even 
further, perhaps even to 1%. Such talk may 
not be as crazy as it sounds. 
in theory government-bond yields are 
equal to growth in Gpp plus inflation, to 
which is added a premium for such things 
as the risk of government default. The econ- 
. omy certainly seems to have ground to a 
- halt; some say it is already in recession. The 
Consensus among private-sector econo- 
mists is that the economy will grow by only 
0.2% this year. That consensus has already 
fallen by almost a percentage point in the 
.past month as just about every piece of data 
< about the economy has brought more bad 
. news. On February 17th the Bank of Japan 
. said it expects the economy to continue 
stagnating "for a while". 
. Then there is inflation, or rather defla- 
. tion. Wholesale prices have fallen by 1% in 
the past six months, driven by weak oil 
prices and a build-up ofstocksat large com- 
panies. Consumer prices are starting to fol- 
low the same downward path: in January, 
- annualised seasonally adjusted consumer 
^. prices in Tokyo fell by 0.4%. | 
| So it is clear that, for now, the environ- 


term yields, however, is whether it will con- 
tinue to do so. That depends on whether 
the government finally does something to 
resuscitate its moribund economy. 

| The thought that it might act decisively 
spooked the bond market a little in Janu- 
ary. For a start the government seemed to 
be about to tackle Japan's banking mess, 
- saying it was ready to inject Y30 trillion 
- (though in fact probably only a third of 
that) to recapitalise clapped-out banks; this 
week the necessary laws passed. But much 
of this money may not be spent: a growing 
scandal involving banks paving finance- 
ministry staff to tip them off about inspec- 
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hand-out would probably have to resign, 


ment favours bonds. What matters for long- 


only the most desperate would want help. 

The bond market has also fretted about 
rumours that the government was to pass a 
big supplementary budget to inject more 
money into the economy, the details of 
which were to have been announced on 
February 20th. But until the government 
passes its main budget it will not be able to 


give any details of a supplementary one. 


More waffle is likely. 

. The trouble with both the banking 
package and the traditional pump-prim- 
ing is that they fail to address the real prob- 
lem: that the private sector is awash with 
debt. Peter Tasker, an analyst at Dresdner 
Kleinwort Benson, points out that such bor- 
rowing amounts to 20096 of GDP, far higher 
than in any other big economy. It is a desire 
to pay this off rather than spend that is 
slowing economic growth. The traditional 
method for getting rid of debt—apart from 
repaying it—is to inflate it away. But were 
the Bank of Japan even to countenance 
that, the result would be to drive the yen 
down to a politically unacceptable level. 

The better alternative is to reduce the 
debt through bankruptcies. That is the 
course which, albeit reluctantly in a coun- 
try where big bankruptcies have been rare, 
the government seems at long last to have 
plumped for. Corporate failures, already at 
record levels, are rising fast. Whatever the 
long-term benefits, the short-term effects on 
confidence and on economic growth will 
be damaging. Suddenly, 1% bond yields do 
not seem so outrageous. 





Derivatives in Asia 


A sorry Swap 


SEOUL 


cc C never make up for the rice 

A they spoil,” goes an old Korean say- 
ing. Battered. by East Asia’s currency crisis, 
South Korea's financial institutions seem 


to have forgotten this plain truth. Now they 


are resorting to the courts to salvage some- 


thing from the table. Locked in dispute 
"with J.P. Morgan, several Korean banks are 


refusing to pay the American bank hun- 
dreds of millions of dollars supposedly 
owed under complicated deals involving 
financial derivatives. 

The bustup highlights the problems 


that. can arise from risk-sharing in cur- 


rency-swap contracts, especially when such 
contracts were signed on the assumption 


that the underlying currency would remain 


stable, but did not. Worryingly, the debacle 





could scare away foreign lenders that Korea 
desperately needs to help it out of its eco- 


nomic mess. 

On February 12th, SK Securities, an in- 
vestment-banking arm of sk Group, South 
Korea's fifth-largest conglomerate, sued a 
unit of J.P. Morgan for fraudulent conduct. 
The Korean bank claims that two offshore 
funds it set up with other Korean investors 
lost money because the American bank 
failed to disclose the risks associated with 
the swap. Therefore, the Korean bank ar- 
gues, the funds have no obligation to pay 
J.P. Morgan $349m, due in a series of deals 
that also involve two Korean commercial 
banks, Boram Bank and Korea Housing & 
Commercial. | 

J.P. Morgan has so far reacted to the 
cases pending by filing two lawsuits of its 
own in New York against sK Securities, Ko-- 
rea Housing & Commercial and other | 
banks for failing to pay up. The American. 
bank denies it has broken any law. Mark 
Brickell, managing director of J.P. Morgan 
in New York, says a case like this might 
tempt other customers of banks selling - 
complex derivatives to turn to the courts in 
order to wriggle out of deals. | 

Were the contracts legally flawed, as the 
Koreans claim? That is still not clear. Ana- 
lysts suspect that J.P. Morgan was keen to 
unload an estimated $1 billion of Thai baht 
early last year. When approached by cash- 
strapped Korean banks, J.P. Morgan offered 
them an interest-free funding scheme in re- 
turn for swapping its baht for yen. As part 
of the deal, sk in effect agreed to buy baht 
from J.P. Morgan in exchange for yen, with 
Boram Bank as counterparty; when the 
baht collapsed, the Koreans ended up ow- 
ing a small fortune. 

One question facing judges in Seoul 
will be: did J.P. Morgan misinform its cus- 
tomers? sK Securities thinks so. Yun Sairee, 
a lawyer for the Korean bank argues that, 
when the baht started to fall last July, J.P. 
Morgan told its customers the currency 
would soon stabilise, and insists his client 


. has ample evidence to back its claims. He 


draws parallels with a derivatives dispute 





in America between Procter & Gamble, a 
consumer-goods giant, and Bankers Trust, 
an investment bank, which was settled out 
of court in 1996. 

However, analysts suspect that sk Se- 
curities, unlike Procter & Gamble, may not 
have much ofa case. After all, it is an invest- 
ment bank that should have done its home- 
work, especially when some pundits were 
predicting that the baht was heading for a 
tumble as early as 1996. And verbal assur- 
ances from bankers at J.P. Morgan are 
hardly the same as contractual obligations. 
Furthermore, J.P. Morgan’s other Korean 
customers have already paid it what they 
owe—a combined $200m. They might well 
complain if sk Securities gets off the hook. 

J.P. Morgan is unlikely to be the only for- 
eign bank to end up in an Asian court be- 
cause of derivatives. Thanks partly to ag- 
gressive marketing by several foreign 
banks—reportedly including America’s 
Lehman Brothers and Chase Manhattan, 
and Peregrine, a now-liquidated Hong 
Kong bank, as well as J.P. Morgan—South 
Korea's investment banks and fund-man- 
agement firms are rumoured to have $2.5 
billion tied up in financial derivatives. 
Since much of this is highly leveraged, their 
actual losses on the instruments could be 
much greater than that. There is plenty 
more spoilt rice to be fought over. 
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Demutualisation 
All change in 
South Africa 


JOHANNESBURG 


RITISH building societies have done it; 

so has Australia's largest insurer; and 
America's largest life assurer recently said it 
wants to do it too. Demutualisation—shed- 
ding mutuality for shareholder owner- 
ship—is a global trend. But its greatest im- 
pact on share ownership may be felt not in 
Britain or America—which both have a 
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... But the feeling’s no longer mutual 
long-established share-owning culture— 
but in South Africa, where holding equity is 
still a novelty for most people. 

South Africa’s two biggest life assurers, 
Old Mutual and Sanlam, dominate the fi- 
nancial sector. Hence the buzz surround- 
ing both companies’ plans to abandon 
their mutual structure and convert to com- 
panies listed in London and Johannesburg. 
The two insurers argue that they must turn 
their backs on tradition if they are to rein- 
vent themselves as globally competitive fi- 
nancial-services companies offering every- 
thing from life and general insurance to 
banking and investment services. The 
move has led to a flurry of activity as insur- 
ers forge closer ties with banks for fear of 
being left out of a swelling wave of 
consolidation. 

South Africa’s financial regulators are 
likely to stagger the new arrivals to soften 
the impact of such huge companies coming 
to market. Old Mutual and Sanlam have 
combined assets of almost 350 billion rand 
($70 billion), and free reserves of 36 billion 
rand. Old Mutual, the larger, is expected to 
have a market value of 45 billion-50 billion 
rand, or 4% of the Johannesburg stock- 
market's current capitalisation. 

In a country obsessed by the pace of 
black economic empowerment, the listing 
will create more black shareholders than 
any of the high-profile asset transfers to 
black-owned companies. Pension funds 
managed on behalf of black workers ac- 
count for about one-fifth of the two insur- 
ers’ business. Old Mutual, which has 
around 4m policyholders, says that half its 
new policies since 1995 have been issued to 
black customers, almost none of whom has 
ever owned shares. 

What Old Mutual and Sanlam plan to 
do with the proceeds is still not clear. Old 
Mutual is thought to want to expand its for- 
eign operations. It has already invested 





heavily in asset management in Britain. 
Sanlam's international expansion is less 
advanced. "We want to be in a position to 
act when we have decided where to go," 
says Marinus Daling, its chairman. 

At home, the impact of the insurers’ 
new strategies is already apparent. Old Mu- 
tual and Sanlam are the leading sharehold- 
ers in two of the biggest banking groups, 
Nedcor and Amalgamated Banks of South 
Africa respectively. Others are charting a 
similar course. Last month, First National 
Bank and Southern Life, the country's 
fourth-largest life assurer, told their share- 
holders they were talking. Analysts suggest 
the likeliest outcome is a merger between 
Southern Life and Momentum Life, a sub- 
sidiary of Rand Merchant Bank. Not to be 
left out, Liberty Life, the third-biggest life as- 
surer, is forging a close alliance with Stan- 
Gard Bank, Africa's largest banking group. 

The big retail banks hope that tie-ups 
with insurers will help them to spread the 
burden of their costly branch networks— 
they spend a hefty 65 rand for every 100 
rand of income on average—and to boost 
income. The banks want to use their new 
links with insurers to sell mutual funds, life 
policies and short-term insurance over 
their counters—an activity known as 
bancassurance. Mr Daling expects Sanlam 
policyholders to be issued with bank smart 
cards offering a menu of investment prod- 
ucts, and access to policy surpluses by the 
turn of the century. 

The banks also hope that consolidation 
will stem the flow of business to new for- 
eign rivals. More than 70 foreign banks 
have set up in Johannesburg since 1994, 
and have begun to steal corporate business 
from domestic providers. As the new for- 
mations take shape, all but the biggest, or 
the most specialised, financial institutions 
face an uncertain future. 













their fears be misplaced? 


many things in the past few years, not 
least that of jobs for life. Many commen- 
tators argue—largely using anecdotal evi- 
dence—that jobs last less long than they 
once did and that this is. a bad thing. 

The alleged decline in job tenure is 
usually blamed on three factors: 
| globalisation, technological change and 
| labour-market deregulation. Fiercer for- 
<: | eign competition and the faster spread of 

| new technology are forcing firms to be- 
| come more flexible. In countries where 
laws do not make it difficult to do so, the 
critics moan, companies adapt by firing 
staff more often and relying more on tem- 
porary or casual workers. — 

These concerns are unfounded. It 
is not necessarily a bad thing to hold | 
a job for a short time; people may 
choose to change jobs frequently. In- 
deed, recent research by the Employ- 
ment Policy Foundation, an Ameri- 
can think-tank, suggests four-fifths of 
-| casual workers prefer the flexibility of 
^j temporary contracts. And. lay-offs 
.. may be unpleasant for workers but 
^ will. encourage them to switch 
| quickly from failing firms in declin- 
| ing industries to successful ones in 
booming sectors. 

Moreover, there is little evidence 
that the length of job tenure is actu- 
ally falling in deregulated labour 
markets such as America's and Britain's. 
New research by David Newmark of 
Michigan State University, Daniel Polsky 


Daniel Hansen of Laurits R. Christensen 
Associates, suggests job tenure in America 
has hardly altered since the 1980s. They 


than before to be with their current em- 
ployer after four years, but marginally less 
likely still to be there eight years on. 
Whereas 53.6% of workers with a given 
company in 1987 were still there in 1991, 
the four-year retention rate rose to 54.4% 
in 1991-95, if the figures: are adjusted toal- 
low for the business cycle. The eight-year 
.j retention rate fell from 36.8% in 1983-91 
| t0 34.7% in 1987-95. 


` * “Has Job Stability 1 Declined Yet? New Evidence for the 
ed NBER working paper. December 1997. | 

! “A Disaggregate Analysis of the Evdlution of Job Ten- 
ure in. Britain; 197593" CEPR discussion paper. October 
t "Job Tenure and labour Mar án 
parison of Britain and aly 
discussion paper. October 19 












t Regulation: a Com- 
cro Data.” CEPR 















pou have proclaimed the end of. 


of the University of Pennsylvania and. 


find that workers are slightiy more likely 


Many people worry that jobs no longer last as "m as they once did. jun 





. Noristhereevidence that job tenure is 


becoming shorter in Britain. Simon Bur- . 
gess and Hedley Rees, 





versity, find that between 1975 and 1993 
the proportion of workers in their jobs for 
under a year tended to rise and fall with 
the economy's boom-and-bust cycle but 
showed no other clear trend!. Nor was 
there movement in either direction for 
jobs lasting more than five years. 

Some argue, however, that the ageing 
of the labour force in most rich countries 
may be hiding a downward trend. It may 


| United States Britain 





| E TRUE say, that uen do indeed have 
shorter job tenure, but that this is con- 


cealed: because the average age of the 
workforce is increasing and older work- 
ers tend to have been in their jobs longer, 
job tenure for the economy as a whole 


. could still appear stable. But the Ameri- 


can evidence shows no significant change 
in four-year retention rates for any age 


. group, although eight-year rates have 
slipped for under-55s. The British evi- 
En. shows no change for any age group. 


Others argue that workers with little 


| education and few skills may be particu- 
larly badly hit by the combination of free 
trade and free labour markets. In that 


case, one might expect retention rates to 
fall for those with short tenure, because 
less-qualified workers often flit between 
jobs. Surprisingly, the opposite appears to 


be true. In the American study both four- 
year and eight-year retention. rates rose - 


for those with less than two years’ tenure. 
Whereas only 34.6% of American workers 


with less than two years on the job in 1987. 


th of Bristol Uni- 


were still in the same job four years later, 
that figure had risen to 39.1% in 1991-95. 
The eight-year retention rate jumped 
from 17.4% in 1983-91 to 20.5% in 1987-95. 


Surprise, surprise 

What, then, of the claim that jobs are 
more precarious in deregulated labour 
markets than in more regulated ones? 
Testing this hypothesis is a statistical 


nightmare, not least because researchers 


have to isolate the impact of labour laws 
from other differences in the workforce. 

Despite these pitfalls, Messrs Burgess 
and Rees, and Lia Pacelli of the University 
of Turin, have tried to compare job tenure 
in deregulated Britain and regulated It- 
aly. Contrary to what many would ex- 
pect, they find that the British are no less 
secure than their continental cousins: 
59% of British male workers over 25 
have been in their jobs more than five 
years, whereas only 52.3% of Italian 
men have. This result holds for most 
age groups and for most industries— 
although not for services, where 
workers in Britain tend to be peripa- 
tetic young people. Italian women, 
however, hang on to their jobs for 
longer than British women. That may 
be because most British women are in 
work, often part-time, whereas only a 
minority of Italian women, and usu- 
ally the more educated ones, hold 
jobs. 

if there is scant evidence of falling 
job duration or a link between dura- 
tion and labour-market deregulation, are 
worries about job security groundless? 
Not necessarily. Stable job-tenure statis- 
tics do not preclude a rise in concern 
about unemployment. For instance, sta- 
ble tenure figures could mask an increase 
in the number of workers being laid off 
offset by a decline in employees quitting, 
perhaps out of fear they will not find 
work elsewhere. There is, however, little 
evidence to support this. 

But there are other, more plausible 
worries. Individuals on temporary con- 
tracts or with less formal job protection 
may feel insecure even if their contracts 
are generally renewed. That fear may be 
heightened by the increased cost of losing 
one’s job, because unemployment-bene- 
fit schemes in America and Britain have 
become less generous. And, Mr Burgess ar- 


gues, the fear of job loss may be spurring 
employees to work harder or moderate 


their wage claims, allowing firms to cut 


costs and become more flexible without 
reducing their employees’ job tenure. 
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Whether you want to adjust risk to enhance returns, 
minimize exposure in a specific transaction, or 
develop a comprehensive strategy for managing 
risk, Morgan means more. 


More objective, well-researched advice. More industry 
benchmarks for tracking and analyzing risk, including 
RiskMetrics® FourFifteen® CreditMetrics; and 
CreditManager* More innovative ways to measure 
your short- and long-term exposure. More practical 
experience developing and using advanced tools to 
help manage risk. More clout to execute deals quickly 
and at a competitive price in every major cash and 
derivatives market around the world. 


Today, risk management is at the heart of many 
critical business decisions, and J.P. Morgan has been 
at the forefront of risk-related issues for decades. That's 
why our clients rely on us. They know that for advice 
and execution, Morgan means more. 


www.|pmorgan.com 
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Where we're from, people have always made things you could count on. 
At FORE Systems, we don't see why your company's computer networks should be any different. 


So we build networks that can take anything your company throws at them, withcut breaking. 
Without going down 


Networks that don't need constant attention from people who have better things to do. 


Networks that let you make the most of technology's next big thing, and the technology 
you already have. 


Networks that let your company do more, and do it better. Giving you a communications 
infrastructure that really is an infrastructure, instead of something you have to rip out and 


replace every few years. F © N - 


But then, we're from Pittsburgh. 


SYSTEMS 


That's how we build things here. 





www.fore.com 1.888.404.0444 Networks of steel: 
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As an asset manager, the complexities of international 
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technology to help our clients effectively manage their investments. 
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are combined with the strength of our offshore capabilities to provide 
asset managers with unrivalled flexibilty and security. 

When vou are planning your investment strategies, plan on 
calling the Bank of Bermuda first. As the premier institutional trustee 
in Asia we make it our priority to establish the secure foundations it 
takes to succeed in today's marketplace. 

For more information on our services in Asia Pacific please 
call Paul Smith or Dinasa Yeung on (852) 2847 1100 or fax (852) 2537 
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BROWN ON DEBT 


Debt and development: 
time to act, again 


The Asian crisis, argues Gordon Brown, makes it more urgent that the world’s 
richest countries speed up debt relief for the world’s poorest 


URMOIL in Asia is creating serious 

problems for all of us, The international 
community, led by the rMr and the World 
Bank, has responded rapidly to the chal- 
lenge. It is too early to be sure that we have 
restored lasting stability in the region. But 
in South Korea, Thailand and the Philip- 
pines we are beginning to see the benefits 
of sticking to the programmes prescribed 
by the international financial institutions. 
And we are starting to assess the lessons we 
must learn from the events of the past year. 

Asia has rightly been the focus of our at- 
tention. But we must not let it distract us 
from other pressing problems around the 
world. In particular, the world's poorest 
and most heavily indebted countries need 
our help. The challenge is to show the same 
resolve with them as we have shown in 
Asia. Many of these countries are making 
valiant efforts to reform their economies, to 
stimulate growth and to improve the 
opportunities for their people. We must en- 
sure that the Group of Seven summit in 
May deals with their problems, not least by 
reaffirming our commitment to acceler- 
ated debt relief for reforming countries. 

Indeed, the global effects of the Asian 
turmoil make it all the more urgent to 
speed up the process of debt relief started 
under the initiative for heavily indebted 
poorer countries. The World Bank esti- 
mates that the impact of the Asian crisis on 
growth in developing countries will be 
twice as large as it is for the world as a 
whole. Developing countries will therefore 
face even tougher choices about how to dis- 
tribute public expenditure at a time when 
budgets are hit by a downturn in growth 
and a weakening of commodity prices. 

In these countries the debt overhang 
greatly reduces their incentive to continue 
economic reforms. Action is needed to 
eliminate this overhang if the reform pro- 
cess is to become self-sustaining. Debt-relief 
mechanisms have evolved over time in or- 
der to ensure that these countries can enjoy 
a fresh start, with new policies to put them 
on the right track to sustained economic 
growth and out of often abject poverty. The 
process culminated in Washington in Sep- 
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tember 1996, when the 1MF and the World 
Bank launched an initiative aimed at re- 
ducing the debt burdens of heavily in- 
debted poor countries (HIPCs) to sustain- 
able levels. Around 20 poor countries stand 
to benefit from debt reduction under the 
initiative. Debt reduction will provide a 
path to debt sustainability for these coun- 
tries: a level of debt they can afford to 
service. 

But it will take real political commit- 
ment by all concerned to make sure that we 
have succeeded in getting the relief needed 
for other countries as they implement the 
required policies. This is why in September 
1997 I proposed at the Commonwealth fi- 
nance ministers' meeting in Mauritius that 
the international community work to deal 
with the debt problem once and for all. In 
Mauritius I proposed that all eligible coun- 
tries should embark on the process of secur- 








| ("a 
Gordon Brown has been Britain's 
chancellor of the exchequer since 
May 1997. This weekend he will play 
host at a meeting in London of the 
Group of Seven countries’ finance 
ministers | 


ing the debt relief they need by 2000 and, 
also by that date, that at least three-quarters 
of the countries requiring HIPC debt relief 
should have secured decisions on its size 
and terms. 

We have made progress in implement- 
ing the HIPC initiative, but the process of 
implementing debt relief is proving pain- 
fully slow. Uganda, in April, will receive 
$340m in debt relief from its creditors in- 
cluding other governments, the World 
Bank, the 1mF and the African Develop- 
ment Bank, helping to give it a fresh start. 
Bolivia is similarly set to gain relief in Sep- 
tember with Guyana following suit in De- 
cember. Burkina Faso should benefit under 
the initiatives in April 2000. 


Flexible friendship 


But delivering debt sustainability for only 
four countries over the next two years is not 
enough. And while Côte d'Ivoire, Maurita- 
nia and Mali are all expected to secure deci- 
sions from the 1mF and World Bank boards 
in favour of HIPC relief in the coming 
months, we will still be well short of the 
Mauritius Mandate target for 2000. That is 
why I have been pressing hard to ensure 
more flexibility for the H1Pc initiative, with 
acknowledgment of past track records. Un- 
der the HIPC initiative, countries typically 
have to wait six years to get the relief that 
they need, because this represents the track 
record expected as proof of their ability to 
sustain economic reform backed by the 
IMF. Without flexibility, the earliest any 
HIPC candidate would have seen relief 
would have been autumn 2002. 

Mozambique has now become the test 
case for the seriousness of the international 
community's commitment to debt relief. It 
is a country that has earned international 
plaudits for its strong and sustained com- 
mitment to reform. The government cur- 
rently spends twice as much on servicing 
its debt as it does on basic services, such as 
primary health care and education. And 
even then, the burden of debt is so great 
that Mozambique still manages to service 
only one-third of its obligations. 

This is an exceptional case requiring ex- 
ceptional measures. Britain has supported 
Paris Club relief (ie, of debt owed to govern- 
ments) of up to 90%. Other creditors have 
only been able to agree to give the equiva- 
lent of 85%. Debt relief is still $100m short 
of what Mozambique needs to secure debt 
sustainability. Until this gap is closed, the 
{MF and World Bank boards cannot agree 
to proceed with H1Pc relief for this most de- 
serving of candidates, and there is a risk 
that Mozambique will not be given suffi- 
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cient debt reduction in the middle of 1999 
as originally envisaged. 

Britain, together with some of the other 
creditors, has suggested that individual do- 
nors contribute by whatever means possi- 
ble to close the gap. Clare Short, the interna- 
tional development secretary, has agreed to 
commit up to $10m of British aid funds, a 
disproportionate share of the gap, as long 
as other countries and the international fi- 
nancial institutions also contribute. More- 
over, | have written to G10 finance minis- 
ters and met both the president of the 
World Bank and the managing director of 
the IMF to try and break the deadlock. I am 
hopeful that other bilateral creditors, to- 
gether with the international institutions, 
will follow our lead and help to meet the 
shortfall. 

If we are to meet the objectives set out in 
my Mauritius Mandate we will need to re- 
double our efforts and the governments in 
eligible countries must ensure they stay on 
track with their ımF and World Bank pro- 
grammes. We need to continue to encour- 
age them all to establish the strong track 
records that will allow them to urge the 
Paris Club to provide the necessary relief as 
quickly as possible. 


The need for stability 


There is growing agreement about the im- 
portance of a platform of macroeconomic 
stability—sound public finances, sustain- 
able public debt positions and low infla- 
tion—as a precondition for sustainable 
development. The next step is how to get 
agreement on how these policies should be 
implemented. 

Here we must start to learn lessons from 
recent events in Asia. There is a growing 
consensus that policies should be devel- 
oped in a transparent, open manner. An 
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open and transparent discussion of diffi- 
cult choices is necessary to build up politi- 
cal consensus for the hard decisions we all 
face in the 21st century. It is the best way to 
ensure that problems in macroeconomic 
policy or within the financial sector are 
quickly identified. And it is the best protec- 
tion against corruption, cronyism and po- 
litical short-termism. Decisions behind 
closed doors aimed at protecting unpro- 
ductive expenditure are likely to be at the 
expense of vital social provision. 

We must also encourage international 
financial institutions to improve their 
transparency in their own dealings and in 
those with their clients. For example, for the 
IMF this means a presumption that its 
views on how countries are performing 
will be published. For the private sector it 
means better disclosure standards. For the 
regulators it means developing a dialogue 
with their counterparts in different coun- 
tries. There are several proposals around 
for wider institutional reform including re- 
form of financial regulation, and they de- 
serve further studies. In particular, urgent 
progress is needed in developing ways to 
ensure that the private sector plays a full 
and active part in orderly workouts of fi- 
nancial crises. I will be arguing for progress 
on all these issues in the coming months. 

Stability and transparency alone can- 
not deliver growth and tackle poverty. In 
the area of structural reforms there is a 
growing consensus in the G7 that we need 
to act to improve employability and to 
tackle social exclusion by ensuring that our 
welfare states are equipped to meet the 
challenges of the 21st century. But in devel- 
oping countries there is the same need to 
focus the activities of the state on promot- 
ing growth and reducing poverty through 
investment in education and health care. 

For those countries debt relief is only 
the start of a long process, But if we are to 
meet our targets for reducing world pov- 
erty, it is vital that sustainable growth re- 
quires them to have a firm commitment to 
increase social investment and to reduce 
poverty. Official development assistance 
will continue to play a key role in achieving 
these objectives. But the role of loans, wisely 
invested, should not be underestimated. 
Britain has already announced that for the 
next two years, our export credits to HIPCs 
will be confined to supporting productive 
expenditures only. We are working for in- 
ternational agreement to extend this to 
cover other countries which provide export 
credits for poor countries as well. Working 
together, creditors and borrowers can 
avoid repeating the mistakes of the past. 

We cannot allow some of the world’s 
poorest countries to lack hope. Debt relief 
for them is vital. I will be arguing for pro- 
gress and commitment by all other coun- 
tries to the HIPC process at this weekend's 
meeting of G7 finance ministers, at the IMF 
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and World Bank meetings in April, and in 
the run-up to the Birmingham summit. 

However, the sooner we restore lasting 
stability and growth in East Asia, the better 
for the entire world economic community, 
including the poorest countries. In the last 
two decades growth has reduced the pro- 
portion living in poverty in East Asia from 
six out of ten to two out of ten. In South Ko- 
rea, Thailand, Indonesia and the Philip- 
pines there is unlikely to be any growth this 
year. And these countries have little in the 
way of social safety nets. That's why the 
World Bank's role is so crucial. It has to 
manage the restructuring of the financial 
sector and help those hit by the crisis. 

The iMr has the task of immediate crisis 
management. Increasingly the Fund is be- 
ing drawn into the area of structural reform 
while the Bank is getting involved in li- 
quidity support. Once the turmoil has died 
down we will need to see if the Bretton 
Woods twins, as Keynes called them, are 
getting in each other's way. Over six years 
ago The Economist observed that “a merger 
makes sense, and in time it will happen.” I 
am not so sure. But we need to look again at 
the overlaps—and the gaps—in the institu- 
tional architecture that was set up over 50 
years ago to solve very different problems. 

I will also be discussing the implica- 
tions of recent events in Asia with my G7 
colleagues this weekend. We will be trying 
to work out the lessons of the crisis for the 
global financial system, the 1mF and the 
World Bank, and for the countries them- 
selves. I am pleased to see there is a growing 
debate about the changes that may be nec- 
essary to the roles of the respective interna- 
tional financial institutions. This is a com- 
plex subject, and real reforms will need the 
backing ofa much widergroup than the G7. 
That is why this weekend I expect us not to 
produce a solution, but to make a contribu- 
tion to the debate. 
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“1 two, Columbus sailed the ocean 
b e" The New World that he discovered, 
E ugh, was not new to the people who al- 
ready lived there. It was, rather, their old 
^ world from time out of mind. 

The question of when, and by whom, 
the Americas were first populated has exer- 
cised scholars since the idea that everyone 
now alive is descended from Noah was re- 
jected in the 19th century. But until recently 
it was generally agreed that even though the 
first colonists had arrived well before Co- 
lumbus, they were, in the grand scheme of 
things, relative latecomers. The oldest un- 
disputed human artefacts in the Americas 


dated from a place called Clovis in New - 


Mexico. They are about 11,000 years old. 

Homo sapiens is reckoned to have emerged 

in Africa as a recognisably separate species 
about 200,000 years ago. 

. Humanity would, of course, have taken 

a while to walk from Alaska, the obvious 

-. point of entry, to New Mexico. But the ab- 

.. sence ofany older signs of people suggested 

- that ithad done so relatively swiftly. Then 
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N FOURTEEN hundred and ninety. 


v TECHNO I G Y 


Tis weet its 150th babes at a meeting in Philadelphia. As usual, a huge 
variety of topics was on offer. We report on four of them, starting with a reas- 
sment of the way in which the western hemisphere was first populated 


an ancient settlement was discovered at 


Monte Verde in southern Chile. Carbon 


dating suggested this encampment pre- 


dated Clovis by at least 1,500 years. That 


was in 1979, but archaeologists, a notori- 


ously conservative bunch, have only re- 
cently got round to accepting this early 
date, as the most modern techniques of car- 
bon dating have confirmed it. 


Having conceded an inch, however, the —— 
"Clovis police" (those who attempt to 


stamp out the heretical idea that mankind 
is long established in the Americas) are 
now being asked to give a mile. For the lat- 
est research suggests that America's first- 
footers may have arrived as much as 
40,000 years ago, and included some peo- 
ple who were so unusual that they do not 
resemble any existing group of humanity. 


Hair today 

The discovery at Monte Verde has stimu- 
lated. a. search for equally ancient sites 
throughout the Americas. Tom Dillehay of 
the University of Kentucky, who has been 
Monte Verde's main champion in the fight 


said that there were somew 


turning up in North America, too. Recen 


Robson Bonnichsen of Oregon: State Uni " 
“versity. The three sites in question, located 
in Wisconsin, Nebraska and Virginia, show. 


| found at Clovis and its contemporaries. 
I "Though none of these sites yielded human. 
. remains, the bones of mammoths that h 

been butchered for food dated them to b 


North America (there are only seven: 
. tivelycomplete skeletons, and fragments 
'. about 20 others) has always been. 
© sance. But Dr Bonnichsen reasoned 
. one sort of body part should actuall 


ments (and even different periods) were 
ated to one another. 


. jn the soil from more than 25 sites. in: 
"United States. At the moment, his te 
nique isso new that he is still proving it. H 
has dated onesiteto a disappointingly C 
--vis-like 11,000 years (give or take a few), a 
. has only tried the DNA trick on goat hai 
"This, however, has proved gratifyingly: sim- 
_ilar to that of modern wild goats in the area, | 
confirming that the DNA involved has not 
degraded significantly over the years. = — 































































against the orthodoxy of t 
could be dated to “between 7 
20,000 years ago. Similarly ancientsites ar 


findings at three of these were described 


evidence of technology that predates that 


tween 13,500 and 18,000 years ago. 
The lack of ancient human remai 





commonplace in archaeological site 
The protein of which hair is made is alm 
indestructible by natural ju of dec 
such as fungi. And even a single hair is use 
ful. A mere 2cm of hair can yield enough 
material to be dated by modern techno 
ogy. In addition hairs—even old ones—frt 
quently carry DNA samples from their ow 
ers. These would allow archaeologists t 
discover how people from different settle 


Dr Bonnischen has found human haii 


. Ancient peoples leave other traces beo 


hind them, not all of them buried inthe 
“soil. Johanna Nichols of the University of. 


California, Berkeley, and Theodore Schutr 
of Emory University in Atlanta, Georgia, Fu 
looked at some of these other kinds of evi- 
dence. In both cases, their approaches suge 
gest that America received several groupsof 
early immigrants, and that the first of these. _ 
groups may have predated Clovis by more - | 
than 30,000 years. | 
Dr Nichols is a linguist. More D 
cally, she studies how different language 
are related to each other. Since the Ar 
cas are continents of enormous 
diversity they are an excellent fi 
There are about 150 families o 
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North America alone. Each is as different 
from the others as, say, English is from 
Finnish. By studying the relationships be- 
tween languages and peoples in parts of the 
world where history is better understood, 
Dr Nichols has been able to estimate how 
rapidly languages diversify, and also how 
quickly they (and the people who speak 
them) spread in different environments. 

From Old-World spread rates, she reck- 
ons that the absolute minimum amount of 
time that it would have taken the descen- 
dants of a group living in Alaska to reach 
Southern Chile is 2,000 years. That would 
mean that the ancestors of the Monte Verde 
people could have crossed from Siberia to 
Alaska no later than 14,500 years ago. In 
fact, a crossing then would have been un- 
likely, since the area was still buried under 
the glaciers of the last ice age. Dr Nichols 
reckons that those glaciers would have 
ruled out any crossing between 20,000 and 
14,000 years ago. The existence of Monte 
Verde therefore means there were people in 
North America at least 22,000 years ago. In 
fact, she thinks they have probably been 
around for much longer than that. For her 
analysis of the rate at which North Ameri- 
can languages have changed and diversi- 
fied suggests that people have actually been 
there for between 30,000 and 40,000 years. 

Using the modern distribution of lan- 
guages to look back into the past is not a 
substitute for finding datable remains, of 
course. But Dr Schurr's genetic work backs 
up Dr Nichols's conclusions. He has com- 
pared the DNA of modern "native" Ameri- 
cans with that of their putative cousins 
across the Bering straits. 

The DNA in question is *mitochon- 
drial" DNA, which is found not in the cell 
nucleus but in the small and abundant 
components of cells that are responsible 
for "burning" sugar to release useful energy. 
Because the mitochondria have only a few 
genes, their DNA is easy to analyse. Because 
there are many mitochondria in a cell, it is 
easier to extract a given mitochondrial gene 
than a given gene from the nucleus. And be- 
cause mitochondria are passed along with 
the egg, but not the sperm, thev can be used 
to build up reliable matrilineal family trees 
without confusing admixtures of genes 
from fathers. 

These trees are constructed by examin- 
ing the differences—caused by mutations 
that have accumulated over the millen- 
nia—between the DNA of people who are 
now alive. The more different their DNA, 
the longer ago their particular branches of 
the tree diverged. For further confirmation, 
DNA from ancient samples, such as Dr 
Bonnischen's hairs, can also be integrated 
into the picture. 

Estimates of the rate at which muta- 
tions accumulate allow these family trees to 
be dated, too. And on the basis of these 
dates Dr Schurr reckons the Asiatic and 
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American trees of the principal groups of 
mitochondrial DNA found on both sides of 
the Bering straits diverged (depending on 
the group concerned) between 20,000 and 
56,000 years ago. This is gratifyingly simi- 
lar to the dates Dr Nichols arrived at. 

And there is another illuminating coin- 
cidence between the work of Dr Nichols 
and Dr Schurr. The received wisdom is that 
three groups of people made it across the 
Bering straits into North America (though 
the “straits” would have been dry land for 
at least some of these immigrants). How- 
ever, both linguistic and genetic evidence 
suggest that much of the Pacific rim, from 
the Solomon islands and northern New 
Guinea round to the south of Chile, was set- 
tled by the descendants of a group of peo- 
ple who travelled exclusively along the 
coast. That is quite strong evidence of a 
fourth, previously unsuspected, migration 
into the Americas. 


Asordid saga of bones 


Just how many migrations there actually 
were remains obscure. But another thing 
that was generally held to be true until re- 
cently was that all the migrants would have 
looked much like the modern (non-Rus- 
sian) inhabitants of Siberia. This, however, 
is not the case. 

It has been known for a while that 
among the seven good skeletons of ancient 
North Americans, a few are aberrant. Just 
how aberrant was discussed by Douglas 
Owsley, of the Smithsonian Institution in 
Washington, pc. Dr Owsley and his col- 
leagues have been measuring the features 
of these ancient skulls and comparing 
them, using a branch of statistics called ca- 
nonical analysis, with those of more re- 
cently dead people from around the world. 

Two of the ancient American skulls are 
truly weird. They sit, in splendid isolation 
from everything else, in the bottom right- 
hand corner of Dr Owsley’s graphs, mock- 
ing attempts to explain their existence. 
Probably, they are the result of yet another 
migration, but from where remains a mys- 
tery, for they are only about 9,000 years old. 

A third, similarly strange skeleton, 
known as Kennewick Man, was recently 
unearthed in Washington State. Dr Owsley 
would like to get his hands on it, but is pre- 
vented from doing so by a piece of legisla- 
tion that gives local Indians the right to re- 
bury unearthed skeletons that have some 
ancestral connection with them. At the mo- 
ment, he is arguing before the courts that a 
skeleton as old as Kennewick Man cannot 
be ancestral to the local Indians. But they 
counter that their ancestors have inhabited 
that part of America “since time began”; 
the tribe’s leaders will have no truck with 
the idea that their ancestors once lived in 
Siberia. Biblical certainty is not, it seems, 
confined to those who believe in the Bible. 
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Shrimp farming 
Going 
swimmingly 


EW agricultural crops do not appear 
that often, but the past 30 years have 
seen one blossom fruitfully. Though people 
have raised fish in artificial ponds for mil- 
lennia, it is only since the 1960s that the 
practice has been extended to shrimp. And 
farming these crustaceans has rapidly be- 
come big business. Some 1m tonnes (one in 
every four shrimp sold) are cultivated each 
year. The retail value of these cultivated 
shrimp is $15 billion, of which the farmers 
themselves see about $6 billion. And the in- 
dustry is also a big employer, mainly in 
poorer countries adjoining the Pacific 
ocean. In Ecuador, for instance, 230,000 
people earn their livings working for 
shrimp farms, and a fifth of all the house- 
holds in the country’s coastal provinces are 
dependent on the farms for their income. 

It might thus be thought that shrimp 
farming is an unalloyed good, but the in- 
dustry has picked up a bad reputation 
among environmentalists during its short 
lifetime. This year, therefore, the AAAs orga- 
nised a small symposium on the subject, in- 
viting academics, environmentalists and 
some of the farmers to what proved to be an 
encouraging meeting of minds. 

The most persistent accusation against 
shrimp farmers is that they are wrecking 
the mangrove forests that fringe much of 
the sea in tropical climes. This turns out not 
to be the case. Mangrove forests were, in- 
deed, destroyed during the early days of the 
industry, but the rate at which the trees are 
being felled has dropped considerably. 
This, it turns out, is for a good, non-altruis- 
tic reason. Land where mangroves have 
grown has proved less than ideal for raising 
shrimp. It is too acidic for them, so that 
ponds dug in former forest land have to be 
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i mangrove forests 
to yield positive 
pto deal with the 
charge against 
rom its ponds 


second environm 
the industry—that w 
pollutes coastal waters. 
Again, this was. ‘true. during shrimp 
farming’s early days, but since farmers are 

> replenishing the water in their ponds from 

- those self-same coastal waters, they have 
“come to realise that discharging untreated 
:: Waste is often tantamount to fouling their 
T. supplies. The cheapest solution is usually to 
^. putafarm just inland from a mangrove for- 
“est and trickle the effluent into it. Like reed 
- beds, mangrove forests are superb natural 
` "filters for organic matter. What reaches the 
<-sea is more-or-less pristine brine. 

. The forests themselves therefore seem 
<- to beat little risk from shrimp farming. The 
lands that have suffered most from the 
shrimp farmers’ attentions are salt flats, a 
~ habitat of less concern to conservationists. 
^In Honduras, for example, the Pacific coast 
= (where most of the country's shrimp farms 
are located) was 65% forest, 20% salt flats 
.. and 12% shrimp farms in 1987. By 1995, 
shrimp farms occupied 34% of the coast 
and salt flats 4%. The forest had shrunk rela- 
tively little, to 58% of the total coastline. 
>< A third accusation against shrimp 

farming—that it damages other local fisher- 
les—is more finely balanced. The alleged 
-damage is caused because many of the 
hrimp raised in farms are grown from lar- 
.vae caught in the wild. That in itself does 




































3 rate of fish larvae is horrendous. Some spe- 
~~ ies lay hundreds of thousands of eggs for 


every individual that survives to adult- - 
< hood. There is no clear evidence that the. 
fishermen actually reduce the number of ! 


adult fish around. 
The general message from the sympo- 


sium, therefore, was that the environmen- 


tal mistakes that have given shrimp farm- 
ing a bad name were often the result of 
ignorance by farmers who were, after all, 
feeling their way into a new line of busi- 
. ness. Now those farmers have a better idea 
. what they are doing, the problems are 
diminishing. And, sadly for people whose 
instinct is to champion the little guy 
against the giant corporation, the evidence 
. also suggests that large farms pollute the sea 
. less than small ones, usually because they 
. are better managed. Something to chew on. 
- over your next prawn cocktail. 
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- ae from ee pence ponds cost 


- not matter, but the shrimping nets the col- } 
~-Jectors use also haul in a considerable *by- . -| 
atch” of other species—frequently the lar- 
ae of economically or environmentally 
mportant fish. However, the consequences . . 
"this are unclear. The natural attrition — 
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Solar rash and earthly fever 


The varying brightness of the sun could be part of the cause of do ) 


But how big a part? 


UNSPOTS, dark pimples on the solar 
surface created by twisted magnetic 
fields, mess up radio signals and occasion- 
ally give a satellite an electronic heart at- 
tack. But for at least two centuries there 


havebeen claims that they wreak more sub- 


tle havoc too—on the earth's climate. 

The claims have mostly ranged from 
the tenuous to the hokum. Since the start of 
this decade, though, researchers have 


found various signs that the climate is 
more influenced than they had thought by 
the sun's complexion—moving, like the 
numbers of sunspots, in an 11-year cycle. 

At first sight, there seems to be an ex- 





planation. Satellite measurements over the 
| past two decades have shown that thesun's. _ 
brightness depends on its spottiness. The 
relationship is, in fact, unexpected: though _ 
~ sunspots make the sun dimmer, the mag- 
netic contortions that create them also cre- 


ate bright patches called “plage” or “facu- 
lae”, which overcompensate. From its most 
baby-faced to its most pimply, the sun actu- 
ally gets about 0.1% brighter. 

This finding led to an even more in- 
triguing one. Using sunspot records going 
back 400 years, researchers led by Judith 
Lean at the Naval Research Laboratory in 


Washington, pc, deduced that the sun has 


been getting steadily brighter since the 
"Maunder minimum", a sunspot-free pe- 


riod that lasted for several decades during 


the 17th century. And the Maunder mini- 
mum coincided with the period of global 


signals from the sun. 


r Sunstroke E. 
Warren White of the Scripps I Instituti ihi 
Oceanography i in La Joll a; Cali 


| to three years. Recently they have disco 
-ered that this finding holds true all the way” 
back to the beginning of the century. And _ 
| “they reckon that, overall, the surface of the — 
: $ea becomes two or three times warmer at 

the high point of the cycle than mere solar 
heating can account for. 






































cold known as the Little I 
The implication. 
tempting. Could glob 
blamed not just on a reckless orgy of foss 
fuel burning that pumps greenhouse gase ; 
into the atmosphere, but on thesun's natu- _ 
ral and unstoppable hotting-up? Some sci- 
entists, by matching the ee Of 
the climate with those of solar brightness, E 
have estimated that the sun could be re- 
sponsible for as much as half of global 
warming this century. In a paper published 
this month in the journal Geophysical R 
view Letters, Sami Solanki and Ma 
Fligge of the Eidgendssische Technis 
Hochschule, in Zurich, argue that the su 
could even have caused all the globa 
warming observed up until 1970, and that 
greenhouse gases only began t to have: an 
fect after that. B 

But there is also much scepticism.’ Tt 
crux of the problem is that the sun’s brigh 
ness does not vary that much. If the 
creases are simply heating the earth and z 
mosphere, the effect on the climate should 
be negligible. On the other hand, the te 
tale 11-year variations in climate recordsa 
too remarkable to ignore. At the AAAs meet 
ing, various researchers put forward ide 
about what might be magnifying the fee ) 








his colleagues were the first to findt 
surface temperatures across. ‘the gl 

wing up and down in a 10- to 12-ye 
riod that lags behind the solar cycle by two 


The reason, Dr White suspects, may. be 
some kind of positive feedback. It could be 
similar to the way that El Nino, now upset- 
ting the weather all along the west of the 
Americas, works. A small warming of the 
surface waters (in El Nino’s case, in the east o 
ern Pacific) triggers weather patterns that — 
allow the waters to warm some more, - 
which affects the climate still further, and 
so on. The earth has a number of climate 
cycles that, like El Nino, recur. irregularlye 
ery few years. Dr White thinks thet 
an unknown one that varies on roug 
same timescale as the more 


ta 


cle, and thus tends to fall into step with it, 
amplifying the solar variation. 

Another promising approach begins 
with the fact that, although the sun’s total 
energy output wobbles by so little, the ultra- 
violet (Uv) part of it swings by a massive 
100-200%. The uv is blocked by ozone (a 
form of oxygen with three, rather than the 
usual two, atoms per molecule) in the 
stratosphere. It thus heats the stratosphere. 
Atmospheric circulation carries some of 
this heat further downwards, to where 
most of the earth’s weather takes place. 

Early attempts to model this process on 
computers could not get enough of the heat 
through to explain the changes in climate. 
But a more recent model developed by Jo- 
anna Haigh of Imperial College in London 
appears to do so. Her previous research had 
shown that, when the sun grows brighter, 
the ozone level rises too: it is up to 2% 
higher at solar maximum. The reason is 
that some vv light also breaks up ordinary 
oxygen molecules, which recombine to 
form ozone. More ozone absorbs more uv 
light, and creates more heat in the strato- 
sphere. When Dr Haigh ran simulations of 
the atmosphere with extra ozone, she 
found that more heat ended up down 
below. 

This result, if true, has an intriguing 
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consequence. CFC gases (once used to 
power aerosol sprays and refrigerators) are 
now banned in many countries because of 
the damage they do to the ozone layer. Al- 
though they have the bad effect of letting uv 
light through to the ground, where it is sus- 
pected of causing skin cancer, they may 
also slow down global warming. 


The atmosphere is electric 


The third suggestion of how the sun might 
be changing the earth’s climate is the most 
controversial. It comes from Brian Tinsley 
of the University of Texas at Dallas and 
Kenneth Beard of the University of Illinois 
at Urbana-Champaign. They propose an 
elaborate way in which it is not the sun’s 
heat, but the sunspots themselves—to be 
precise, the magnetic activity that ac- 
companies them—that interferes with 
things on earth. 

Energetic particles from outer space 
constantly bombard the earth's atmo- 
sphere, sending tiny electric currents trick- 
ling down through the air. Clouds block 
these currents, and the electricity builds up 
on droplets of water at the cloud tops. One 
of the perplexing puzzles about clouds is 
what starts off the growth of the ice crystals 
that eventually fall out of the clouds as rain, 
snow or hail. 


Dr Tinsley and Dr Beard think that the 
electrically charged droplets somehow act 
as seeds for these ice crystals, a process 
called “electrofreezing”. If this is so, they ar- 
gue, the sun’s magnetic activity—which in- 
fluences the cosmic bombardment of earth, 
and hence the electric currents through the 
atmosphere—affects how much ice is 
formed. And if clouds shed their loads of- 
ten, one result is that they become thinner 
and let more heat escape into space. 

The weak link is that nobody yet knows 
whether electrofreezing really happens, 
and if it does, how big a difference this tor- 
tuous chain of effects could make. If his the- 
ory is right, Dr Tinsley thinks it would ex- 
plain things that the other theories cannot. 
One is the fact that some climate variations 
also seem to follow a 22-year cycle. This, 
says Dr Tinsley, is expected: the sun's mag- 
netic field flips upside down with every 
sunspot cycle, so it takes two cycles for the 
field to get back to where it started. 

All three mechanisms will need a lot 
more investigation to establish their real 
significance. But even those who blame the 
sun for most of the global warming this 
century do not absolve mankind. After a 
record peak in 1960, sunspot cycles took a 
sharp drop. Global warming did not. 








A tail of renewal 


HANCE observation can sometimes 
lead to the most unexpected scien- 
tific discoveries. For years, it has been con- 
ventional wisdom that somewhere along 
their evolutionary trail, mammals lost the 
ability to regenerate missing body parts 
| in the way that amphibians can manage 
routinely. The best that mammals can 
| 
| 
| 





generally do is to patch a wound 
up with scar tissue—a rough and 
ready solution that closes it and 
protects it from the outside world, 
but often fails to restore full 
function. 

But about five years ago, Ellen 
Heber-Katz, an immunologist at 
the Wistar Institute in Philadel- 

| phia, sent one of her students to 
| punch holes in the ears of a group 
of experimental mice. This proce- 
dure is used routinely to identify 
the mice, because such ear damage 
never disappears. Three weeks later, how- 
ever, all the holes had disappeared. When 
the two researchers tried again, the same 
| thing happened. 

| Dr Heber-Katz nicknamed the mice, a 
| Strain she was using to study multiple 
sclerosis, “healer” mice. Her subsequent 
| investigation showed that healer mice 
| can regrow the tips of their tails if these 








are cut off. She has not, however, tried cut- 
ting off parts of healer-mouse limbs, to 
find out if their regenerative powers are 
truly as good as those of an amphibian, 
partly for ethical reasons, and partly be- 
cause it would be difficult to stem the 
bleeding in a way that would give regen- 
eration a serious chance of happening. 





I'll give a leg for your immune system 


Why healer mice heal in the way that 
they do is unclear. When Dr Heber-Katz 
Started to investigate the question, she 
found that the genetic properties which 
made the strain useful in the study of 
multiple sclerosis were actually irrele- 
vant. Much of the intervening five years 
has been spent doing breeding experi- 
ments to try to discover just what is going 


on, and she thinks she has roughly lo- 
cated, though not exactly identified, 
seven genes that are involved. 

One of the principal factors seems to 
be an animal's T-cells. These are parts of 
the immune system whose roles include 
destroying tumours. In healer mice the re- 
ceptor proteins that permit these cells to 
do their job have been “knocked out”. In 
this context, it is suggestive that the regen- 
erating tissues of healer mice are express- 
ing proteins that are otherwise 
seen only in tumours and embryos. 
But embryos are the exception to 
the mammalian rule against regen- 
eration. Until the immune system's 
anti-cancer mechanism is 
switched on, late in the develop- 
mental process, they can heal with- 
out scarring. 

Amphibians lack mammalian- 
style immune systems. This has led 
Dr Heber-Katz to speculate that 
what the mammals picked up on 
the evolutionary trail when they 
dropped regeneration was a high-grade 
immune system capable of destroying 
cancers as well as invading bacteria, vi- 
ruses and other foreign nasties. But 
whether modulating that immune sys- | 
tem in places that have been damaged 
will ever allow people to heal faster, or 
even regrow missing body parts, remains 
to be seen. 
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Mass distraction in Poland 


WARSAW 


In these post-communist days, too many Poles make the mistake of appreci- 
ating imported culture to the neglect of their own 


T5 old joke has an aircraft making an 
unscheduled landing in Warsaw. On 
seeing the town, the Russian passengers 
think they are in Paris, the French that they 
are in Moscow. The joke now needs fresh- 
ening to have all the passengers mistaking 
Poland's capital for Dallas. For Poles are not 
just enjoying a capitalist boom, with a 
strong zloty and an economy growing at an 
annual rate of 7%. They are enraptured by 
westernised mass culture, especially when 
it comes with an American twang. 

This is not merely a matter of Polish 
teenagers bullying their parents to buy 
them Yankees caps, funky Swatches and 
Reebok trainers just when western teen- 
agers are beginning to scorn these labelled 
products as a bit “naff”. Commercial spon- 
sorship is seen in such a positive light that 
every cultural event, from classical concert 
and stage play to contemporary art exhi- 
bition, flaunts the corporate logos of its 
backers. Even the Palace of Culture and Sci- 
ence (aka “Uncle Joe’s Cathedral”) is now 
sponsored. Giant models of Ericsson's mo- 
bile telephones are affixed to this 40m- 
brick, 230-metre (755-foot) celebration of 
Socialist Realism which Joseph Stalin gave 
to Warsaw as a "personal present". 

The cinemas are packed, but only when 
they show Hollywood action movies or 
their Polish equivalents. The best Polish 
films used to be cerebral as well as visceral: 
Andrzej Wajda's “Man of Iron" (1981), for 
instance, or Krzysztof Kieslowski's series of 
films about the Ten Commandments. Now 
the most successful ones are slickly com- 
mercial. "Kiler" (sic), the highest-grossing 
film in Polish history, is the blockbusting 
current example. More than 17m Poles 
have gone to the cinema to see this action- 
comedy directed by Juliusz Machulski 
about a taxi driver who is mistaken by the 
police for a contract killer and comes to rel- 
ish his new identity. Disney's Hollywood 
Pictures recently signed a $600,000 deal for 
the remake rights. Barry Sonnenfeld (the 
maker of “Get Shorty" and “Men in Black") 
is said to be keen to direct it. 

The strong American accent is also un- 
mistakable on Polish lists of best-selling 
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books. Editors at Poland's newly privatised 
publishing houses exaggerate, but only to 
make a valid point, when they say that the 
only Polish authors who are flourishing to- 
day are writers of science-fiction and fan- 
tasy novels, Andrzej Sapkowski, Marek 
Oramus and Rafal Ziemkiewicz prominent 
among them. Their popularity is rivalled 
by western writers of pulp fiction whose 
books have been translated into Polish: 
John Grisham, Tom Clancy, Danielle Steel, 


Sensation, Polish-style 


Erich Segal and, above all, William Whar- 
ton, an American writer who is far more 
widely read in Poland than in his own 
country. Mr Wharton, who lives in France, 
has somehow caught the Polish imagina- 
tion with his slightly fantastical stories of 
sorely strained yet functional families and 
friendships. 

The losers are members of the old liter- 
ary establishment. Deference is still ac- 
corded to them in Poland, where the term 
intelligentsia carries residual prestige, but 
their clothes are now shabbier, their collars 





more frayed than they were a few years ago. 
In a market economy they find it harder to 
get their novels and poems published than 
they ever did during the communist era. 

In the visual arts, it is western-style hype 
that has recently caught the Polish imagina- 
tion. Just as the controversy provoked by a 
pop-art portrait of Myra Hindley, a mur- 
derer of children, excited public interest in 
the "Sensation" exhibition at the Royal 
Academy in London last autumn, so scan- 
dals have increased the fame (or notoriety, 
depending on your point of view) of par- 
ticular Polish artists. 

Zbigniew Libera, whose political car- 
toons had him jailed for a year during the 
communist era, became a household name 
last year when he made a model of a Nazi 
concentration camp from Lego building 
blocks. A spokesman for the Danish com- 
pany that makes Lego toys was appalled. 


a 
V" c 


rane 


"This", he said, “is all in terrible taste . . . If 
he had told us beforehand what he was 
planning, we would never have given him 
tne bricks.” Mr Libera's refusal to withdraw 
this model from an exhibition of his work 
led to his exclusion from the Venice 
Biennale last summer—and brought him 
lots of free publicity. 

His attention-grabbing has been 
matched by Katarzyna Kozyra. She went to 
Budapest and “outraged” the managers of 
its famous public baths when she used hid- 
den cameras to take video pictures of na- 
ked women there and then put this “work” 
on show in Warsaw. Ms Kozyra remains 
unrepentant, maintaining that this display 
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of older women in the nude represents a 
protest against the canon of the beautiful 
body in fashion and the media. Nobody 
would have been outraged, she says, if her 
video had featured nubile young females. 

As is true anywhere, the artists gaining 
the most attention are not necessarily those 
producing the most interesting work. Early 
in the 1980s, during the period of martial 
law, an outstanding generation of Polish 
artists started to make its mark—a genera- 
tion which now, in its late 30s and early 
40s, is producing mature, exciting work: 
video art, sculptures and installations as 
well as paintings. 

But these artists tend to be better appre- 
ciated, and to sell better, abroad than they 
do at home. A significant reason for this, 
says Anda Rottenberg, the director of the 
Zacheta National Gallery of Contemporary 
Art in Warsaw, is a shortage of good private 
art galleries prepared to take a risk in pro- 
moting artists. Cracow, by some counts, has 
only two such galleries and Warsaw none. 

This is a great pity since Poland is pro- 
ducing some marvellous art. Polish artists 
at the cutting edge who are deservedly gain- 
ing an international reputation include, to 
name just a few, Marek Kijewski for sculp- 
ture, Miroslaw Filonik for installations and 
the creative use of light, and Zuzanna Janin 
for her ingenious artistic exploitation of 
photographs. But not all of the outstanding 
work is by avant-garde artists. Leon Tara- 
sewiczs mesmerising landscapes, which 
have excited the imagination of collectors 
in Stockholm and Frankfurt, capture the 
regimented beauty of the countryside on 
Poland's eastern borders. 

In music, Polish enthusiasm for west- 
ern imports pre-dates the end of commu- 


nism. In his *intimate history", called "The 
Polish House" in Britain and “Full Circle" 
in America (Weidenfeld & Nicolson; £20. 
Simon & Schuster; $24), Radek Sikorski, a 
journalist turned politician, recalls how 
"each Pink Floyd album—worth a couple of 
average monthly wages—was welcomed 
like a piece of the True Cross." 

Once again, in classical as well as pop 
music, Polish talent is more appreciated by 
foreigners than it is by Poles. Yehudi Menu- 
hin, violinist turned conductor, is lyrical in 
his praise of the musicians he has worked 
with in Warsaw to produce CDs. 

For much of their country's turbulent 


history, many of Poland's most beloved art- 
ists have worked in exile. Chopin left War- 
saw for Paris before he was 21. "Pan 
Tadeusz", perhaps the most famous Polish 
narrative poem, was written by Adam Mic- 
kiewicz in exile. Ignacy Jan Paderewski re- 
sumed his musical career abroad after a 
stint as prime minister. Now many more 
leading Polish painters, musicians and 
writers, including Wislawa Szymborska, 
the poet who won the 1996 Nobel prize for 
literature, live as well as work in Poland. As 
their country appreciates them less, cre- 
ative Poles, it seems, are appreciating Po- 
land more. Their love ought to be requited. 


— 


Rummaging through the ashes of Russian communism 


More room for disagreement 


A History OF TWENTIETH-CENTURY RussiA. By Robert Service. Allen Lane; 688 pages; £25. Har- 


vard University Press; $29.95. 


CRITICAL COMPANION TO THE RUSSIAN REVOLUTION. Edited by Edward Acton, Vladimir 
Cherniaev and William Rosenberg. Arnold; 800 pages; £59.99. Indiana University Press; $59.95 


N HIS fresh and lively survey of recent 

Russian history, Robert Service spans the 
whole era from the rise of communism in 
the first decade of this century to the after- 
math of its collapse in 1991. It is far more 
than a comprehensive summary of the es- 
tablished facts, and provides an introduc- 
tion to the results of western and Russian 
research. 

The thoroughness of recent historical 
studies of 20th-century Russia is not gener- 
ally realised. The crucial formative years of 
Stalinism—the 1930s—have, for instance, 
inspired in-depth accounts from western 


historians of the industrial working class 
(Donald Filtzer, Vladimir Andrle, David 
Hoffmann and many others), the railways 
(EA. Rees and John Westwood) and the 
peasantry (Sheila Fitzpatrick)—and even of 
individual towns such as the entirely new 
"steel city" Magnitogorsk (Stephen Kotkin). 

Mr Service also draws on the work of 
talented young Russian historians based 
on previously closed archives. By meticu- 
lously sifting the personal files of Politburo 
members and the secret materials of the Po- 
litburo, one of them, Oleg Khlevnyuk, has 
traced how, by persistent arguments, blan- 





| Documentary evidence of paranoia, in- 
 trigue and cynicism during the Bolshe- 
| vik era in the Soviet Union is promised 
by the publishers of “The Commissar 
Vanishes” (Henry Holt; 192 pages; $35). 
| The promise is kept. Doctored pictures, 


most of them photographs assembled 
by David King, show how Joseph 
Stalin's censors obliterated his enemies. 
In those above, taken on the Moscow- 
Volga canal, Nikolai Yezhov, the com- 
missar of internal affairs (ie, head of the 


secret police), simply vanishes. Voroshi- 
lov, Molotov and Stalin are left to enjoy 
their stroll without him. Years later the 


Communist Party faithful were told 


that Yezhov was a drug addict and 
drunk who **got what he deserved". 
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dishments and threats, Stalin overcame the 
resistance of his close associates to his more 
repressive policies and manoeuvred him- 
self into an unassailable position. 

On one occasion in 1933, Sergo Or- 
dzhonikidze, Stalin’s old friend from revo- 
lutionary days who had become supreme 
boss of heavy industry, defended his offi- 
cials too strenuously against the attacks of 
the state prosecutor. Stalin berated Or- 
dzhonikidze's "hooliganism", and accused 
the normally obsequious Lazar Kagano- 
vich, who had unwisely sympathised with 
Ordzhonikidze, of joining "the camp of the 
party's reactionary elements". Kaganovich 
climbed down; Ordzhonikidze retreated 
into silence. It was a turning point in the 
internal history of the Kremlin. 

Another young historian, Elena Oso- 
kina, has used the departmental papers of 
the commissariat of supply, at first sight ex- 
tremely boring, to disclose the "hierarchy 
of consumption" by which high-quality 
food and industrial goods were provided 
for the Soviet elite in the harsh 1930s. From 
the files of the former Communist Party, 
another Elena, Elena Zubkova, movingly 
depicts the naive optimism of army veter- 
ans and others in the immediate aftermath 
of victory in the second world war. (Their 
hopes for a more democratic socialism 
were soon snuffed out by Stalin.) And the 
indefatigable Viktor Zemskov has uncov- 
ered in amazing detail the secret-police sta- 
tistics about the Gulag, resolving many of 
the arguments among western historians 
about the number of Stalin's victims. 

Incidentally, Mr Zemskov's findings 
contradict Mr Services statement that 
“about half” of the repatriated Red Army 
soldiers who had been prisoners of war 
were sent to the Gulag. According to 
Zemskov, a very high proportion of repatri- 
ated officers were incarcerated by Stalin 
but their fate was shared by only a small 
percentage of the rank and file. 

The main weakness of the history is its 
muted and incomplete treatment of the 
fierce, stimulating and sometimes bitter 
controversies which permeate and inspire 
historical research. Were Stalin and his suc- 
cessors betrayers of socialism, as in Trotsky? 
Or authoritarian modernisers, as in E.H. 
Carr and Barrington Moore? Or were they, 
rather, Milovan Djilas's new class? Or Zbig- 
niew Brzezinski's totalitarians? Mr Service 
concludes that there is much to be said for 
all these approaches. 

On nearly all the great historical ques- 
tions of a more specific kind he is content 
to present his own conclusions. Thus he 
tells us that the success of Petr Stolypin, a 
tsarist conservative reformer, was "very 
limited"—no doubt, but why do other his- 
torians take a much more enthusiastic view 
of his achievements? He applauds the 
achievements of the New Economic Policy 
which established the mixed economy of 
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the 19205, and attributes its failure largely 
to political factors. But he does not explain 
why some historians claim that the econ- 
omy was fundamentally weak and unsta- 
ble. He makes a powerful case for the view 
that the Great Purges of 1936-38 were pri- 
marily a result of Stalin's personal whim, 
but both general readers and students with 
essays to write would have benefited from a 
summary of the alternative analysis in 
terms of social, economic and historical 
pressures on the regime. 

"Critical Companion to the Russian 
Revolution" is modelled on the "Critical 
Dictionary" published in 1989 to mark the 
200th anniversary of the French revolu- 
tion. It is even longer than Mr Service's 
tome, yet covers a much shorter time- 
span—the first world war, the two revolu- 
tions of 1917 and the civil war which fol- 
lowed. The length is justified; this was a 
momentous period in world history. 

The volume consists of short essays by 
46 historians—39 of them western, includ- 
ing Mr Service, and seven Russian. It is well 
edited, and the historians are well chosen: 
they have all undertaken substantial origi- 
nal research in this field, and almost all of 
them write plainly and concisely. Their in- 
dividual essays often show insufficient 
appreciation of approaches which they do 
not share. But for the years they cover they 
correct the one-sidedness of Mr Service's 
history. Many rival views are presented, 
and the collection as a whole provides a 
succinct exposition of the different inter- 
pretations ofthe key issues which are being 
debated. One or two of the contributors 
even have a good word to say about Lenin, à 
rare event in this post-communist world. 





Russian violinists 
Asian strings 


$T PETERSBURG 


CENTURY ago people used to say that 
there were five perfect human institu- 
tions: the British Parliament, the French 
Académie, the Roman Curia, the Prussian 
general staff and the Russian ballet. Barely 
noted then, Russian violinists would be a 
strong candidate for inclusion in any such 
list today. But this may not hold true for 
much longer. 

Russia first started to produce fine fid- 
dlers in the 18th century, when aristocrats 
took to importing violinists from France 
and Italy and developing all-serf orches- 
tras. But the modern school of Russian vi- 
olinists dates from 1868 when a great 
teacher, Leopold Auer, was hired as a pro- 
fessor by the St Petersburg Conservatory. 
His pupils there included Mischa Elman, 
Jascha Heifetz and Efrem Zimbalist. 

The 1917 Bolshevik revolution caused 
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Oistrakh junior and senior 


several gifted violinists to leave for Amer- 
ica—Auer, Heifetz and Nathan Milstein 
among them. But it also led to the develop- 
ment ofa unique state-directed curriculum 
and recruiting system, extending from 
school entry to conservatory graduation in 
the big cities. For students with outstand- 
ing musical talent, many of them Jewish, 
the system provided a career, respect, even 
cars and dachas. For the Soviet state, it 
brought prestige and hard currency. 

At the famous Ysaye competition in 
Brussels in 1937, Soviet violinists won no 
fewer than five of the six prizes, and David 
Oistrakh, the father of Igor, stunned every- 
body with the brilliance of his fiddling. 
With the German invasion in 1941, whole 
conservatories were packed off to Tashkent 
along with other national treasures. Soviet 
violinists resumed their international 
prize-winning as soon as the war was over. 

St Petersburg still provides a wonderful 
musical experience. Amidst the glorious di- 
lapidation of what was a great imperial 
capital till 1917, and Leningrad till 1991, six 
orchestras, four chamber orchestras, three 
opera houses, a world-class conservatory 
and some 40 other music schools operate, 
more or less, as they have since the 1920s. 
Asked if they would move, two members of 
St Petersburg Philharmonic speak respect- 
fully of Vienna, Cleveland, Philadelphia, 
but they say no. It helps, of course, that their 
50-odd concerts abroad each year bring 
them a per diem of $100-120, and that their 
orchestra has an EMI recording contract. 

The scene at the conservatory's Leopold 
Auer studio is less cheerful. Like her class- 
mates, a Korean teenager is labouring 
through her Flesch scales and Wieniawski 
étude under the watchful eye of her profes- 
sor. If she is less good than her Russian 
classmates, that is understandable. What 
got her there was not the solid training and 
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. Therecyled red revolution 


BUDAPEST 


UST eight years after their communist 
| government became a democratic so- 
| . cialist one, Hungarians are snapping 
up a CD called “Best of Communism”. Is- 
sued recently by the Hungaroton record 
company in Budapest, this is a compila- 
tion of Soviet and Hungarian revolu- 
tionary workers' songs recorded during 
the communist era and its sales have 
earned it “gold record" status. 

"These were songs that everybody 
sang in school," says Akos Rethly, who 
produced the cp for Gong, the pop/rock 
record division of Hungaroton. "Today, 
practically none of them are sung at all, 
anywhere! For better or worse, this is a 
piece of our history. And there are a lot of 
people out there who do not remember 
much about the oppression of those 
days." 

The recordings of "revolutionary 
songs", by the Young Pioneers' choir and 
by the choir and orchestra of the Hungar- 
ian Army among others, include the 
"Communist Anthem" as well as such 
marching favourites as "Onward Red 
Guards, Proletarians" and *The Workers' 
Guards' March". There is also one record- 
ing that is not sung: à 35-second excerpt 
of a speech in Russian by Lenin in the 
early years of the Soviet Union. 

Mr Rethly came up with the idea of 
the cp while at work in his full-time job 
as manager of the Budapest Statue Park 
Museum (“In Hungary today, you need 


technique expected from Russian students. 
It was the $500 a term her parents can pay, 
and theirs cannot. 

Now, however, thanks to their coun- 
tries’ economic woes, fewer parents in 
South Korea, as well as in other parts of East 
Asia and in South-East Asia, can afford the 
fees. And without Asians’ money to subsi- 
dise their training, brilliant young Russian 
violinists could go the way of Fabergé eggs 
or the tank factory in Omsk. 





Around-the-world ballooning 


Down to earth 


O HOW do you travel from Lake Geneva 

to Myanmar for $300,000? Or from St 
Louis, Missouri, to Krasnodar in southern 
Russia for a similar sum? Or even from one 
part of Illinois to another part of Illinois, or 
New Mexico to New Mexico, or even no- 
where in Morocco? The answer is to acti- 
vate your intention of flying around the 
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more than one job to make a living," he 
says.) To enhance the atmosphere of the 
museum—a plopping ground for com- 
munist-era monuments that once domi- 
nated the squares and buildings of Buda- 
pest—Mr Rethly had compiled a cassette 
featuring some of the songs and this was 
played at the museum’s souvenir shop. 
When several visitors asked him ifhe was 
selling the cassette, he realised he had a 
potentially profitable business venture 
on his hands. 

"I knew that the cp had to be a com- 
plete body of work,” says Mr Rethly. 
“Songs such as the ‘Internationale’ and 
the ‘Lenin Song’ had to be on it. But I also 
chose some songs that clearly show the 
humorous side as well.” One of the latter 
is “We Thank You, Comrade Rakosi” 
(1953). It is sung by the Young Pioneers to 
thank Hungary's strongman, Matyas 
Rakosi, for such favours as the opening of 
a summer camp. 

Another recording, “On the Edge of 
the Woods”, is based on an old Hungar- 
ian folk song. To give it a communist 
twist, its lyrics have been changed to say 
such things as: “The old stork is building 
a nest for his son in the tree; the bird is 
sitting in its nest on the branch of the ma- 
ple tree; I am a machine-gunner, there- 
fore I also have a nest; anybody who 
dares to attack will learn, it is not a stork, 
but a clattering gun in the nest.” It 
doesn’t sound any better in Hungarian. 





Friendly fire 


world in a balloon. 

First off this season among the five con- 
tenders was Steve Fossett. He crossed the At- 
lantic in fine style, aided by the jet-streams. 
Eastern Europe was a different matter, tur- 
bulent above and below. His balloon also 
gave trouble. Shortly before the Black Sea he 
chose to land, cold and unhappy. 

Others failed more absolutely. Richard 
Branson was left behind in Morocco when 
his balloon escaped without him. Kevin 
Uliassi then ascended from a hole in Illi- 
nois. He heard a loud bang two hours later, 
indicating rupture of his helium cell, and 
had to land. After taking off from Albuquer- 
que, Dick Rutan and Dave Melton heard 
“more of a woomph than a bang”, but also 
knew their helium compartment had burst 
apart. They elected to land by parachute as 
their balloon sailed into Texas. 

All eyes were therefore on the Breitling 
balloon at Chateau d'Oex, east of Lake Ge- 
neva, when it lifted off into a perfect Alpine 
sky. On board were Bertrand Piccard from 
Switzerland, Wim Verstraeten from Bel- 
gium and Andy Elson from Britain. 

It is often said that ballooning is other- 
worldly and, after the Breitling balloon had 
voyaged to Turkey and then down a bit to 
Syria, other-worldliness took charge. Iraqi 
traffic control was "extremely co-oper- 
ative” in permitting it to fly through a “no- 
fly zone". At 28,000 feet (8,500 metres) over 
Baghdad, the Breitling team received simi- 
lar approval from Iran. 

The next sticky point was China but 
when permission to transverse the country 
finally arrived the balloonists chose to call 
it a day and to land near the road to Man- 
dalay in southern Myanmar. Their kero- 
sene fuel supplies, for heating the helium 
and maintaining lift, had run too short for 
them to cross the Pacific. Even so, they had 
achieved the endurance record for any 
kind of manned aircraft at any time: nine 
days, 17 hours and 55 minutes. 

It just so happened that Phil 
Dunnington, an employee of Cameron Bal- 
loons, the Bristol-based manufacturer of 
Breitling's system, was in Myanmar (negoti- 
ating a sale). Roused from his hotel in Man- 
dalay, and chartering a helicopter, he was 
on hand to greet—and astonish—the global 
travellers at their rice-paddy touch-down. 
The army was also in attendance and, in 
keeping with the topsy-turvy nature of the 
whole endeavour, was asked to use its guns 
to shoot the undamaged helium cell, this 
being the quickest and most practical 
method of deflation. 

The world is still uncircumnavigated by 
balloon. Assuredly, there will be further at- 
tempts next winter. They too can be relied 
upon to prove, yet again, that mankind's 
first form of aviation is still the most bi- 
zarre, uncomformist and improbable style 
of aerial voyaging yet devised. 
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Julian Simon 


OR those who have not 

heard it before, here is the 
best story about Julian Simon. In 
1980, Mr Simon challenged the 
popular (and still widely held) 
view that there were limits to 
growth; in particular that the 
earth's natural resources were 
becoming so scarce that they 
would become ever costlier. He 
offered to bet that the prices of 
raw materials would actually 
fall. Paul Ehrlich, a fierce critic of 
further growth, took up the bet. 
The two men agreed to check the 
prices of five metals—copper, 
chrome, nickel, tin and tung- 
sten—in ten years' time. In 1990, 
as Mr Simon had predicted, all 
had fallen in price, even without 
allowing for inflation. Mr Ehr- 
lich paid up in settlement of the 
modest, but much-publicised, 
bet, grumbling that it was “a 
matter of marginal environ- 
mental importance”. 

Marginal or not, it neatly il- 
lustrated Mr Simon’s conten- 
tion that the threat of high prices 
for seemingly essential materi- 
als would encourage the search 
for new supplies or alternatives. 
His confidence in the ingenuity 
of mankind to overcome its 
problems and so progress is the 
theme of his most influential 
book, “The Ultimate Resource”, 
first published in 1981. The ulti- 
mate resource, he says, is people, 
“skilled, spirited and hopeful people who will exert their will 
and imaginations for their own benefit, and so, inevitably, for 
the benefit of us all.” That had been the experience of mankind 
since Eden and there was no reason why it should not continue 
indefinitely. So there. 


Burn the heretic 


His prose has an infectious friendliness. “This chapter and the 
next are tougher reading than most of the others, but I hope you 
will bear with them. Read them when your mind is fresh, per- 
haps.” From time to time throughout the book he pauses for 
breath and allows the reader to catch up by providing summar- 
ies of the argument so far. He is, you feel, a dedicated teacher 
prepared to be endlessly patient with a not very bright class. 
Sometimes he seemed to despair (he wrote a book about over- 
coming depression) but he never gave up. Understandably, such 
persistence inflamed his critics. For them, the growth question, 
the environment, pollution, the fate of the great globe itself, had 
become a cause of religious intensity, and the optimistic Mr Si- 
mon was a heretic to be put to the pyre. 

Julian Simon compounded his heresy by pooh-poohing the 
alarms over global warming; and, even worse, seeming to be un- 
concerned about the world’s ever growing population, which 





Julian Lincoln Simon, an optimistic 
economist, died on February 8th, aged 65 


has alarmed economists since 
Thomas Malthus (1766-1834) 
claimed that the world was fac- 
ing starvation as it filled up with 
people, Mr Simon pointed out 
that India, once seen by 
Malthusians as a hopeless case, 
fated to be increasingly hungry, 
could now feed itself. The world 
could indeed accommodate a 
lot more people, he said, because 
future generations would pro- 
duce enough geniuses to solve 
the problems that more people 
would cause. 

This is dangerous territory. 
Some experts take the view that 
more people mean more prob- 
lems. But every economist is also 
a human being subverted by his 
prejudices. Mr Simon was op- 
posed to birth control, although 
not for reasons of faith: he was a 
Jew, not a Roman Catholic. He 
just felt it was wrong, but he 
sought to give some logic to his 
prejudice by asking how many 
Mozarts, Michelangelos and 
Einsteins had been lost to the 
world by birth control. A tricky 
question. Are Michelangelos the 
inevitable products of fecund 
communities or the fortunate 
accidents of small and special- 
ised civilisations? 

But such interesting ex- 
changes, in the view of his crit- 
ics, only gave Mr Simon respect- 
ability. Personal attacks seemed 
more rewarding. His doctorate at the University of Chicago had 
been in business economics. He had run a mail-order business 
and worked for an advertising agency. What respect for truth 
could you expect from a businessman? Mr Simon was happy to 
acknowledge that he had once touched the real world in com- 
merce (and in the United States navy, where he spent three 
years), although in fact nearly all his adult career was in aca- 
deme. In reference books he called himself an "economics 
educator". He wrote about 30 books and was in demand on the 
university circuit as a speaker. Those who declined to be edu- 
cated he called “doomsayers”. Among the broad range of Ameri- 
cans, anyway, he seemed to be winning. In Fortune magazine he 
was listed as one of the “150 great minds of the 1990s". 

In “The State of Humanity", a book published in 1996 for the 
Cato Institute, a Washington organisation passionate for the 
free market, he made two predictions for the coming century. 
One was guaranteed to upset every right-thinking pessimistic 
economist: that "humanity's condition will improve in just 
about every material way," whether it was life expectancy, the 
priceofa natural resource or the number of telephones in China. 
The other prediction was that "humans will continue to sit 
around complaining about everything getting worse." At least 
Julian Simon might carry the day for that view. 
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Offers a laboratory for leadership, a test-bed for models and ideas which challenges 
participants to develop their own thinking and skills and then prepares them to put 
these into action as leaders. 
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~ HARVARD UNIVERSITY 
Harvard Institute for International Development 


in collaboration with the John F. Kennedy School of Government £ i 
Harvard University e on the Environment — | 


July E - July 17, 1998, C ndis: on 


oes A two-week: intensive training for policymakers, executives and NGO leaders in the key issues : 

«d and their implications for development. Leading scientists, economists, policymakers and climate change 

ek allenge of mitigating greenhouses gases without limiting economic growth. Lectures, interactive cases and pan 
valuate the Kyoto outcome and prepare participants for the upcoming Buenos Aires meeting. A 


! ring ! Committee and Core Faculty: Peter Ashton, Abe ^ Lecture topics & interactive cases include: 
ape Chayes, William Clark, William Hogan, John Holdren, Dale - science of climate change l 
=| Jorgenson, Michael McElroy, Theodore Panayotou, Jeffrey - carbon sequestration deve 
.] Sachs, Robert Stavins, Jeffrey Vincent, E.O. Wilson. | - economics of climate change ^ ^ -emissions dines othe 


. Co-directors: Theodore Panayotou and Jeffrey Sachs. - abatement and adaptation - - joint implementation 
- international law and conventions. - monitoring and pea KE 


gram Cost: $8, 500 (includes tuition, housing, - developing country perspectives -technology and energy futures 
e materials, health & accident insurance and "EN 
duled social and recreational activities, Admissions highly compentive. Application deadline: April 30, 1998 
| | For a brochure or further information, contact: 


: :ompellin g findings from research under way at Dr. Theodore Panayotou, CCD Executive Program 
rd on climate change and development Harvard Institute for International Development 
anel debate between climate change scientísts, One Eliot Street, Cambridge, MA 02138 USA 
conomists and policymakers from North and South Phone: 617-495-5999 — Fax: 617-496-3956; 617-496- 8040 | 


iL our website at: http://www. hiid. harvard. edu/training Email: climate@hiid.harvard.edu 
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E nespond to new challenges | 
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Gain a global perspective | 
, {E SE attracts students from over 40 countries. has a anerwork of 17 000 alumni living, in 70 
— countries and exchanges wich the top business schools in the world. i 


E i F Open the door to over 300 million people - 
"no fluency in Spanish while doing a top-notch MBA. Students may take classes entirely in 
English during the first year while learning Spanish. 
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International Studies and Diplomacy 





Chinese Business World 
South East Asian Business World 





SOAS 


University of 
London 









Masters Degrees or Postgraduate Diplomas 
September 1998 


The International Studies and Diplomacy programme will suit 
those wishing for whatever reason to deepen their academic and 
practical understanding of international affairs. Core courses are 
offered in General Diplomatic Studies and Practice, International 
Relations, International Law and International Economics. 
















The Business Worlds programmes are aimed at managers, 
entrepreneurs, consultants, business analysts, business 
journalists and others with a particular interest in China or South 
East Asia. Core courses are offered in business environment, 
international management and commercial law. 








For all programmes a wide variety of elective courses are offered 
from SOAS' MA Area Studies programmes. 


You can take the programmes in one year (full-time) or two or 
three years (part-time). Al! core courses are taught in the early 
evening. 

Contact: Ms Sirkku Wheeler, Graduate School, School of Oriental 
and African Studies, Russell Square, London WC1H OXG. 

Tel 0171 323 6054 or 0171 637 6112. Fax 0171 580 8245. 

E-mail: sw3@soas.ac.uk 














PhD Programmes in Politics or Economics 


The Departments of Economics and Government at the 
University of Essex are leading research departments in their 
fields. Our lively graduate communities attract students and 
faculty from around the word and provide internationally 
recognised qualifications and training. 


The Departments have particular research strengths in the 
areas of: 


Political Science Labour Economics 


Political Theory International and Development 


International Relations Economics 





Comparative Politics (Europe, Public Economics 


Russia, US, Latin America Econometrics 


Both Departments have teaching bursaries for doctoral research. 


For further information, please contact: 

Graduate Secretary, Department of Government or Economics, 
University of Essex, Wivenhoe Park, Colchester CO4 3SQ. 
For Government: Telephone: --44 (0)1206 872751, 

Facsimile: +44 (0)1206 873598, E-mail: govgrad@essex.ac.uk 
For Economics: Telephone: +44 (0) 1206 872726, 

Facsimile: +44 (0)1206 873598, E-mail: juner@essex.ac.uk 








| URL: http://www.essex.ac.uk/ 
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REAL WORLD 
EXPERIENCE 
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SOLUTIONS 








Toll-free within U.S.: 
(SOO) 311-6364 


PENN STATE 





EXECUTIVE Outside l 


LS. 
(814) 865-3435 


PROGRAMS 





Fax: (814) 865-3372 


E-Mail: psep@psu.edu 





Web Site: http://www. 


smeal.psu.edu/psep 
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For more information, write: 


icman, Spanish, or 1 
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International Dusiness nup 


Graduate Business Admissions 
University of Miami 
PO. Box 248505 
Coral Gables, FL 33124-6524 
Call: 305-284-2510 or 
1-800-531-7137 (USA only) 
Fax: 305-284-1878 
Website: www.bus.miami/grad 
e-mail: gba@sba.bus.miami.edu 
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_MSc SHIPPING, TRADE & FINANCE 
| RADE, TRANSPORT & FINANCE 





"Producing tbe international 
business executive" 








-. Follow former MSc graduates to the highest levels 
of business, in fields such as commercial and 
investment banking, commodity trading, 
| shipping finance and operations, 
international trade & transport, and stockbroking 


riptane 


Benefit from the department’s links with leading 
business practitioners in the City of London 





Join a global network of more than 

| 650. graduates in over 70 countries, 
‘ supported by one | of the most internationally 
focused faculties of any UK business school 





Crry UNIVERSITY 
The British business school located 
in an international financial centre 






FIND OUT MORE 
Open Day Business School 
British Council Cyprus 
British Council Singapore 
' British Council Kuala Lumpur 


tet: +44 (0)171 477 8606 





http://www.city.ac.uk/ cubs 
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; Frobisher Crese ent, Barbican Centre, London EC 2Y SHB 
TEACHING AND RESEARCH EXCELLENCE IN LONDON. 
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SENIOR 


FAVORED HERES ENED AORTA ASN AER RR? 


EXECUTIVE PROGRAMI 


FOUR WEEKS IN WHICH TO REREN TOUR BUSINESS VISION 





Could you e even more P your i cóshipany? You: are 
running a challenging business ina rapidly changing world 
so perhaps it is time to step back and consider how you are : 
going to drive it forward into the next century. PES 







The Senior Executive Programme. is à four-week fonni in 
strategic leadership for general managers. Ir could be onec 
the most valuable. investments you will ever make in 
company's future. - 





































A demanding ind interactive experience, the Se 
Executive Programme will enable you to respond to 
challenges and opportunities, to re-shape your thinking and 
to re-awaken your ambitions for your company. You quay 
even start to question the way in which you operate. 


The need to address change is reflected in the themes of the 
programme: creating the future, innovating and creating 
value, leading people and change, and achieving radical 
performance improvement. 





Working in a stimulating learning environment with a 
class faculty and like-minded peers, you will upda 
knowledge, renew your skills, and sharpen you 
In other words, totally recharge your leaders | 


The programme offers you many opportunities. for 
personal and organisational growth, You will return to wor 
armed with an action plan that you have devised for perf 
mance improvement and which will have a far-reaching ; m 
positive influence: on the future of your business. « 


For full details inciuding programme dates, return the coupon or contact 
Lucie Grant, Executive Education, London Business School, Sussex Place, ; 
Regent's Park, London NW1 4SA, UK, Telephone: +44 (0)171 706 6811 
Fax: 444 (0)171 724 6051. e-mail: execinfa@ibs.ac.uk 
Mr/Mrs/Me/......... First nam t A 
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‘London 


FAH AKER HEATH HOS 


Business 


tT RHRERHERE EH es 


Please tick this box if you would like further 
information about our Executive Education : E 
Programme Portfollo. [ T y és »Ve 


London Business Schoo exists to advance teaming and. research in bis 


IERIOT-WATT UNI 


MBA by Distar nce 


Learning 


Prestigious Chosen year after 


year for The Economist Intelli- 


guide to the world's best programmes. 


or Bachelor's degree is required. 
International More than 8,000 
active students in 120 countries—- 
." over 3, 000 in North America. - 

E Non-Residential Exams are held 


; ice each year in locations across 


US, C€ nada, and worl idw de. 





need to compromise, Heriot-V 


‘Ifyou are a busy ee 
flexibility of the: MB 
gence Unit's Which MBA? A critical | you ‘choose. cai be às important ie 4 


| dts quality. Fortunately; you don' a . | 


Performance-Based No GMAT | 





University offers a uniquely flex-. 
_ible international MBA: earn your 


degree entirely by distance learn- 


ing in one to seven. years, Study 


wherever you live, at a pace that. 


suits your needs, On-campus study 


in Edinburgh, combined with 


. distance learning,. is also available. 


G i! or write toda y for information: 





. Heriot-Watt University 

-MBA by Distance Learning 
North American Distributor 
6921 Stockton Ave., Suite 10 
Ei Cerrito, CA 94530 USA 


US/Canada phone 800- 406-7096 
Fax 510-528-3555 
Phone 510-528-3777 
E-mail HW@degree.net 
Visit www.degree net/mba 


THE ASSOCIATE TNSTEPOTIS OF 
THE UNEIVERSEPY OF BRADPORD, UK 





3 AS-Bradford 


MBA degree i is a powerful 


: boost for your business career | 


NIMBAS, as the Associate Institute of the University of Bradford, 


o UK, enables University graduates to earn the prestigious University 


of Bradford MBA degree in the Netherlands or in Germany 


ONE-YEAR FULL-TIME MBA 


In Utrecht, the Netherlands and Aachen, Germany 


TWO-YEAR PART-TIME MBA 
NIMBAS also offers this part-time MBA programme in 
cooperation with the Bundesstadt Bonn, in Bonn, and in 

cooperation with the Fachhochschule Mainz, in Mainz, Germany 


"WO-YEAR EXECUTIVE MBA 


j sive study sessions in the Netherlands, the UK, Germany and France 


` NIMBAS is AMBA (London) accredited 
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(As succ: isful e executive is 
E  icpitpcesaftt negotiator 








And a master strategist. 


Strategic Public 
Sector Negotiation 
a 26 - 30, 1998 


program which uses top Harvard faculty 
to help. experienced executives move to 
new devels of negotiating skill, add strate- 


gic ‘dimensions to their negotiations, and 
strengthen their analytic abilities to produce 
^successful and 
Designed for those at the public-private 


lasting agreements. 


interface, each year SPSN gathers distin- 
guished executives from governments, 
corporations, NGOs and international 
organizations — those who must produce 
formal agreements or contracts, structure 
complex financial transactions, resolve 
disputes, or negotiate within their organi- 
zations for authority and resources. The 
ughtly organized session moves from sunple 
negotiation exercises to complex strategic 
multi-party agreements. The actual 
negotiation exercises and role plays help 
executives internalize the tactical skills 
needed to produce successful agreements 
with continuing value and cooperation. 
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BUSINESS] BIIN 


“Where will find time 
for an MBA?” 


Study for an AMBA approved MBA as you work - with the 
- Open University Business School. 
Our distance teaching methods draw on over 25 years’ 
unrivalled expertise of the Open University. Britain's 
largest University. Our award-winning multimedia 
materials meet the learning needs of busy managers, and 
are supported by over 750 qualified tutors offering 
personal and group support as well as individual feedback - 
on your assignments. Network with other managers at 
informal study groups, residential schools and on-line. 
Over 20,000 managers a year choose OUBS - to find 
out why this is the most popular MBA programme in 
Europe, visit c our Website. 


| http:/ LS open. ac. m 












THE ECONOMIST FEBRUARY Z1$T 1998 —— 





The Deparment of Wi 
Callege London i as 


Henley S DBA Progran 
Founded o 


University of London | 
designed t to » develop addi 


teaching and consult 


T3 s come: fron a variety. of countries sand calibre candidates froma i 
back D Derek and we ! pode ourselves o on our internationalism. ve 


This part- time. programme. include 3 


lore course options an diank vibes strategic theory, . i 
d war and society, s | | the assessment. of personal competence 


i option: courses Boney from p AS such as oe ean in 
i in relation to career objectives. Successful i 


Fou also a een nie Di v word essay on a topic of heir cele compl letion of this part of the programme DT 


he closing date for admission to these courses is 1 September 1998, 
tearly PAEO isadvised. o o j leads: to the award of the ADipC. Research: 
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sS ivance es Institute of Management, who provide man 
in Internationa sonomic Policy Research ee 
-Augi st1, 1998 - - May 31, 1999 t facilitics including. workshops and c 


P concentrated courses. on important areas of international economics; support. The. use of electronic mec 


a profound training. of skills in economic analysis, siete of empirical 
2: research and economic policy evaluation; | 


E designed for economists holding a university degree who are interested To be eligible, "candidates must | rave 
"in a career with international organisations, domestic policy and 
academic institutions, international corporations etc. an MBA or an equivalent managemen 


enhances networking opportunities, 


Courses: | Lecturers: qualification. For more information, please 
Macroeconomics in Open Economies Paul De Grauwe (Leuven) | 
| The International Monetary System Andrew Rose (Berkeley) 
The Economics of Employment | Ricardo Caballero (M.1.T.) 
International Financial Markets Richard Levich (New York) 
Global Banking Ingo Walter (New York) 
International Trade Peter Neary (Dublin) 


European Economic Integration Damien Neven (Lausanne) 
Anthony Venables (LSE) 


investment, Credit and Macroeconomic Ricardo Caballero (M.1.T.) 
Performance 4 H E N L E * wu 


Political Economy in Open Economies Alberto Alesina (Harvard) 7 a Z C pi 
Sement 


contact Jackie Coleman. 


& 
$. 
For detailed information write to: 


Institute of World Economics + Advanced Studies | Tel: +44 (0) 1491 571454. 
7 , D-24100 Kiel Germany | Den mE a . Email: dba(Z)henleymc.ac. uk. 
. Pax : Germany. 4431485853 Es. e Ronde Oa | Internet: WWW, neni ume ic. uk 
Internet in 1 fo o http: liuww. -kie Ga 080 A 
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ABOLDT UNIVERSITY. OF BERLIN ^ 
e of Agriculture and Horticulture EE 






emz tional Business 


Postgraduate So eE available full & part time 









. Agricultural Economics and Social tends atia koae add 







| €MBA 
the Environment, Animal Sciences, Plant Sciences, Horticultural 4 diploma 
Sciences, Fishery Sciences and Aquaculture l|. ecertificate 
* Prepares students for a career in an international J e MPhil/PhD 
work environment 





© executive MBA 










* International teaching staff 










E The International MBA experience 

* innovative teaching and learning methods: ENS. | 
multi-cultural student group 
world renowned teaching faculty 
overseas study options 
international professional placement 


* Credit Point System. 


4 = © Classes start in October (apply until March 30) for students ih 
^e BSe., German Vordiplom: or equivalent 






c9 Four semester program P ius M. Sc. thesis . 












One semes oris at a piel i 


if you think you have the ability, the experience and 
the courage to contribute to the global business 
challenge in the next millennium, contact: 


jOIslig JO ASIMIN 











Pam Black 
University of Bristol, 

Graduate School of International Busifiess, 

10 Woodland Road, Bristol, BS8 1UQ, England. 


Tek: 00 44 (0) 117 9737683 


HUMBOLDT UNIVERSITY OF BERLIN 
c oll ege. of Agriculture and Hor ticulture 
M.Sc. Program in International Agricultural Sciences 
Invalidenstr. 42 
D- 10115 Berlin, Germany 

























S. 2 Prof. Dr. Harald von Witzke or Anne Bussmann M.A. Fax: 00 44 (0) 117 9737687 
l M 8€. PROGRAM IN R A : i 
INTERNATIONAL Phone+ 49-30-20 93 63 31 * Fax +49- 30-20 93 63 01 email: gsintbus@bristol.ac.uk 
u hee E-mail: jags@agrarhu-bertin.de http://www. bris.ac.uk/Depts/MBA/ 





AGRICULTURAL SCIENCE 
a a eae is Internet: http: //www.agrarhu-berlin.de /iags 


Amsterdam 


CZ Institute of Finance 





___The LSE Summer Schools 1998 
International Studies, Management & | | 
European Institute Summer Schools BE INSEAD 

o Upcoming Courses 1998 


offers in cooperation with the faculty of | 




















Session One Courses Session Two NUN 








29 June - 17 July '98 20 July - 7 August ‘98 
E Courses include: Courses include: z 
| = To noweiropoinimowona m Tne romea economy o AM ee nd 
4 Economy. _ Development | 
.| m The Politics of Global Finance — i The Political Environment for Portfolio Management 
— m Nationalism inthe Eraof — Global Business i bip Income Investment (May 5-8) 
zu Globalisation | M Market Research ETE investment i ene) 
.| m The New World Trade Order wœ International Business Strategy Real Estate Investment (May 18 -19) 
C] m Marketing C: @ The Design and Management Banking and Risk Management | 
T a Mafiagerial Accounting and of Organisations. in Emerging Markets | (lune 2-5) 
[| . Financial Control Mar * Corporate. Finance Advanced Valuation Topics. 
| mw Financial Markets tm Options, Futures and Other - Valuing Commercial Banks | (une 10-11) 
- j aointion a and Bargaining _ Financial Derivatives VRBES: OPES = i aac 
E Ra The European Union and The Project Finance | (June 15-19) 
_ New World Order Asset Securitisation .. (june 22-24) U 
Applicants c € choose soniye one fetus anc a Measuring and Implementing — 2 s | 
tek +44 (0) 171-955 7227/6761 — Value Added . (Aug. 31- Sept. 2) 


fax: + 44 (0) 171-955 7675 
email: epe@ise.ac.uk 
ites Awww.ise.ac. uk/epe/ 


h er information and our detailed l rochurs, please c contact | 











BUSINESS SCHOOL 


rari 


TUI || Master of Science in 
| venons GM i 


“Yes, I think it’s great to 
have a Warwick MBA. 
More importantly, 

so does everyone else.” 





E AS one of [ORT truy. great Business sonk; 
spe Warwick attracts high calibre students from all around. 
the world, Offering as it does, an international, highly —— 
ive a. year progam, ps: Warwicks == 




















h e pennn vari ac as | 
Seth vr 








rwick Business School, University of Warwick, 
Coventry, CV4 7AL England. 
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_ INFRASTRUCTURE IN A 
AARKET ECONOMY 
July 12 - 24, 1998 


In cooperation with the 

































Citibank Compaq Corning Credit BETS Se 


Berkeley inler T 


Executive aiibi 





Chrysler 









Inter-American Development Bank 


Boeing 


Announces the 1998 summer session of the — 





Infrastructure in a Market Economy is 












|. designed for officials in the public or private 


Berkeley Advanced” | 
Management Program 
July 12 - August 1, 1998 | 


A general management program specifically designed for = 
executives with senior management potential who need tot- 


Bechtel 


sector who are responsible for developing 


















and implementing i initiatives for the private 
provision of infrastructure. The program 


AT&T 






~~ aims to develop a better understanding of 





— whether to privatize; when privatizec d firms 
need to be regulated; the var ious methods 
for doing so, such as concession cont racis or 
price cap regulation; and vehicles for * Deepen their understanding of the organization and 
its increasinglv interdependent functions; 


A | Soom 


financing infrastructure. Í 


Arthur Andersen 







* Prepare for broadened responsibility within their 
organizations or their functional areas. 


HAAS SCHOOL OF BUSINESS 


UNIVERSITY OF CALIFORNIA, BERKELEY 





Deadline for applications 
June 1, 1998 


Apple 


















For brochure and application, 
please contact: | i : ' : 
For a brochure, fax a copy of this ad with your business card to: 

Berkeley Center for Executive Development, 
Haas School of Business, Berkeley, CA 94720-1900 
Fax (5$10)642-2388 Telephone (310)642-47358 |... 


Kathy Eckroad, Director 

e-mail: kathy_eckroad @harva rd.edu. e 
.. Phone 617-495-1101. E- 
| Fax: 617-496-4474 


merican Airlines 
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UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 












at your own pace through home study. 
Send/tax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
1-(808) 597-1909 
CALL: y 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail: admissions? pwu.com 


http://www.pwu-hi.edu 





“As you know 
experience is 
still the best 

teacher... But 
degrees open 
doors.” 











ARVARD UNIVERSITY WORKSHOP 


PRIVATIZATION, REGULATORY REFORM 
& CORPORATE GOVERNANCE 

June 29 - July 18, 1998, Cambridge, Massachusetts, USA 
*Privatization of Natural Monopolies 
“Regulation: Structure and Methods 
*Deregulation and Competition Policy 
*Mass Privatization in Transition Economies 
“Recent Privatizations in Developing/ed Countries 
*Post Privatization Corporate Governance 
*Sector Case Studies 
Fax: (617) 495-1239 
Tel: (617) 495-3482 


Email: pep@hiid.harvard.edu 


Harvard Institute for International Development 
One Eliot Street, Cambridge, MA 02138, USA, Attn: Mike Hricz 


WWW.HIID.HARVARD.EDU/TRAINING 


f 


Bhi the Ecole Nationale des 


Ponts et Chaussées (founded in 1747) 























The MIB is a 13-15 month MBA programme in English 
at one of the most prestigious Grandes Ecoles in 
France. The MIB culture is international, innovative and 
entrepreneurial, fostering a strong sense of ethics and 
contribution through business. 


Global Vision : participants choose European, American or Pacific 
t $ 
Basin opt ins combinin 4 | ly i P with programmes and 
professional experience abroad 
International Faculty : drawn from a roster of outstanding 
professionals and entrepreneurs from around the world 
Multicultural Environment : 60 students represent an average 
of 25 nationalities. ENPC is iocated in the heart of Pans 
Entrepreneurial Spirit * students build their own curriculum 


based on their professional! obiectives and the 


M.I.B. Admissions, E.N.P.C. Graduate school of International 
Business, Ecole Nationale des Ponts et Chaussées, 
28, rue des Saints-Péres, 75343 Paris Cedex 07, France 
S^ Tel : (33 1) 44 58 28 52 m Fax: (33 1) 40 15 93 47 


S/N , http://www.enpc.fr/mib/pres.htm 
Aa mib.admit@paris.enpc.fr 







SA 
57 AA. V A VA. 
@ 60s IN BUSINESS TO MAKE A BETTER WORLD 
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Match your utilizing your life and work experience. College equivalent credits are 
ition with given for your: Job, military, company training, Industrial 
position wha | courses, seminars and business experience. 
legal degree | We accept college credits no matter when taken. 
and Our graduates are recognized for their achie vements in business and 
transcripts industry. We will assist you in completing your degree requirements 








werall framework 3 





| Financial Markets in Chicago 
MSc. and Ph.D. Degrees 





Bachelor, Master, Doctorate 








Illinois Institute of Technology 
-www.stuortjit.edu/fmt 








—— — e — 








EUROPAINSTITUT 
at the University of Basel 


international and interdisciplinary post- 
graduate studies in low, economics and 
political science relating to aspects of 
European integration. 


University degree: 
Master of Advanced 
Evropean Studies 





TO 
YOUR FUTURE 


“CESAR RITZ" COLLEGES offer study 
and paid work experience on three 
continents in 2-year Hotel 
Management Diploma Programs 


ICHA: INTERNATIONAL COLLEGE 

OF HOSPITALITY ADMINISTRATION, 
BRIG 

2-year Swiss Higher Diploma in Hotel 












Fee CHF 6500. Management followed by 
Fulltime programme 2 semesters 1-year accelerated Bachelor of Arts 
Parttime programme 4 semesters Degree Program in Hote! & Restaurant 






Adimimstration (Washington State 
University at (CHA, Brig) 

Previous experience will be credited 
All programs are taught in English 


Languages 










Start of the first term 
Applications due 31 May 1998 


Waiting list for later applications. 















Documentation available at: hi. a aid. 
‘tue EUROPAINSTITUT t Ou. Y 
X 44 
AL i 6Gellertstrasse 27, PO Box HOTELCONSULT SHCC COLLEGES 






i CH - 4020 Basel 

IRIS Tel. ++41 61 317 97 67 

UU Fax +441 61 317 97 66 

evropa@ubaclu.unibas.ch 
.unibas.ch index.html 


euro a 





I 
fn 


Fax (441) 24 482 88 99 
E-mail: hoco.admissionsGritz.vsnet.ch 
http://www.hotelconsult.com 2 






d 

: 

= CH-1897 Le Bouveret - 5 
E oie oenn 
1 








Are you aiming for the top? It's hard to get 
there in any business — in a career in 
hospitality management, it's really 
tough. No other profession requires so 
many skills. 











At the world's first hotel school in 
Lausanne, Switzerland, we only accept 
students with the drive to succeed. You'll 
spend four years combining theory with 
practice in all areas of hotel management. 
You'll study not only finance, 
marketing, law and human 
resources, but also kitchen, service 
and housekeeping. And you'll do 
two six-month paid internships. 


No one will be better trained. No 
one will have a better chance to 
go all the way 


(4 


ECOLE HOTELIERE DE LAUSANNE 


—— mece (493 


First in the World 


Ask for our free information pack by contacting us at 
EHL, Dept ECOA, CH-1000 Lausanne 25, Switzerland, 
Email: admissiongehlch Tek ..41 21 785 11 11 
Fax 41217841407 Web site. http/Avww.ehl.ch 


Guided Independent Study Program 


Send resume for no-cost evaluationor Fax 


,(505) 889-2750 
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MEUS Ni E BacneLons-MasteRs-PH.D. 
Accredited, 1 to 2 years; 
| month Residency, — 
Business, Education, Gov't., Psych, 
Int. Relations, Religion, Social 
. Work, Health Services 


Write: BERNE UNIVERSITY, International 
- Graduate School, PO Box 1080, 

es Wolfeboro Falls, NH 03896. 

uf " ium 569-8640 FAX: (603) 569-4052 
MM berne@hberne.edu 


attendance + Accelerated degree programs 
Send Resume for no cost evaluation. 


38 * Bryn Mawr, PA 19010 
Fax: 610-527-1008 - E-mail: washuniv@ op.net 


MONTICELLO 
J UNIVERSITY j 
Excellence in Àteredited 
Distance Learning 
BA, MA, MBA, PhD, JD 
www.monticello.edu 
913-661-9977 


LaSalle University offers a variety of 
distance education programs in: 

* Arts & Sciences*Business * Education 
* Engineering & Computer Science 


Call For More Information 


(504)626-8904 
Fax (504)624-2962 


LaSalle Education Corporation 


620 Lotus Dr.* Dept. 136* Mandeville, LA 70470-4000 


Visit our website! www.distance.edu 


@ UNIVERSITY Birkbeck 


Students are free to 
choose from a range of 
part-time study modes: 
* evening study in 
. London * fully tutored 
network learning 
+ distance learning 
- For details contact: 
| (98-EC-02), Room 1, Senate 
-~ House, Malet Street, London 
. WCIE THU. Tel: 444 171 636 
- 8000 extn 3150, 
Fax; +44 171 636 8541 
| email enquiries @eisa.lon.ac.uk 
i poe Show. lon.a ac.uk/external 


EXTERNAL PROGRAMME 


Your organization: 
how it works and 
the people in it 


— Uniock the secret — 
study for a masters degree in: 


Organizational Behaviour or 
ET E 


TO . 


in IRELAND, in the de | 
ids in BEL "A PESE 


in BELGIUM 


COURSES FOR 
MOTIVATED PEOPLE 


* ADULTS from 19 years 
* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available) 
* JUNIORS from 11 to 18 years 
- FRENCH in BELGIUM 
- ENGLISH in ENGLAND 
in BE LGIUM 


A : mum M OF PROGRESS IN 
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. Credit for work experience > No classroom | 


| EDUCATION & TRAINING Counen 


6 HOU RS PE E WEEK 


Study : 
up to 45 private and/or group lessons 
and pedagogical activities 


Putting into practice with our teachers: — | | 
at breaks, meals and evening socio-cultural activities] — ] Fax 


Good Distance Learning | 
MBAs are hard to find. 


Mail for a guide to the best, 
wherever you are.. 


The Durham MBA Distance Leaming Programme is one of ians 
regarded international MBA courses and is one of three AMBA accred 
study options, including Full-Time and Part-Time. yJ. e 
If you woutd like to develop into one of the world's 
best managers, apply for vour brochure today. 
Investing in excallence in teaching and research 
Durham University Business School, Admail 436, Mill Hill Lane, Durham. DEG azz 
Telephone: 0191 487 1422. Facsimile: 0191 374 3389. e-mail: MBA.DLGdurham.acuk 


in | Brussels 


SOLVAY BUSINESS SCHOOL - 


Université Libre de Bruxelles 


e 1 year intensive MBA in English ! 
e International faculty & student body - 
e Specialisation in European Management E 


E- mailzmba C ulb.ac. : 
E MM uci ndex.ht 


Jan Kees Kok, — Siemens, Mexico City 


Award Winning Distance EDUCATION 
MBA or MS Degrees 


Call 303-333-4224 « 
501 S. Cherry St., Office 350 - 
Dept. O1, Denver, CO 80222 d 
1800-441-4746 Fax: (303) 336-1144. : E 
Admissions@isimu.edu _ 


UNIVERSITY. 


ACCREDITED BY THE DISTANCE 


WWW .ISEMU, wm : 


nte Tri ndun s BIST PUAUPPEV aH TH IATHBIR THU OP PONABH ATE ath Aaah et cn em iem everest nna sen 


= FRENCH 
| dnF R: ANCE, in BELGIUM | 


in 1 BELG IUM 


CERAN LINGUA 
Avenue du Chateau, 280 
B-4900 SPA (BELGIUM) 
Tel: 432.87.79 10 22 
— : Fax : 9432-87-79 }} 88 
Since 1975 
Internet > http/vwww.ceran.com 
in USA: Languagency in UK : SIBS 
i (4131 584-0334 Tel. : (01994) 23 19 56 
DE E13) 584-3046 Fax : (01934) 23 22 94 


A MINIMUM OF TIME 





















to join a small team in a vU namic "international 
setting. You will help the Alliance to explain its 
policies and the context in which decisions are 
m: ide at a piv otal moment i in is D einn of Euro- 
ediuns in preparing t téxts ud pu plication’. on 
NATO and transatlantic topics, as w ell : as | other 
activities related to publishing. | | 





















andhave: — , 
e mpra edi 






disc ‘elie: 
? © a strong command 
A F rench 


va Should be sent. quoting 

o : Recruitment Officer, NATO 

Headquarters. LLiO Brussels, Belgium. Date limit for 
| applications : 27 Murch P998. Oniy candidate sabo meet 
Give spec TET ci 


i H Pf. H x ESSEER EEPE H 7H Megs sae IS y FET fy, 
ipe Hl scFeent Hg Wil recette d repy. 


requirements and whose af LICAGHONS Pss 





| Learn how easy it 1s to become a Cerufied { 
| Professional Consultant (CPC) in. vour] 
own field. Write for free catalogue. 


| The Consultants Institute 
Dept ED, 30466 Prince William Street, Princess Anne, E 
MD 21853 USA Fax: (41 9st 48855 o o 














sul Swiss & US Diplomas | 
| -Bachelor’ s Degree | ' 
MBA, MS, MA | 
+ Paid Swiss & US internships 


tennant hrs rd Means, 





pe - Teaching I French to ops for 28 years? 


| Overlooking the: ‘Riviera’ s most Aer d bay 
AN INTENSIVE. AND PLEASURABL E 
T OTAL IMMERSION PROGRAM 
Ww ! meal. 08 levels : ‘Beg. I to Adv, H 
D PRIVATE APARTMENTS | | 
‘our March, 30 March and all year. 
06230 Villefranic he Mer ERAI Fringe, Tel 493 01 88 44 Fax 493 76 92 17 | 
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Thec creme e always rises to the top, - 
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-so why shouldn't you? 


Looking {Gk the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning +100K per 
year, we can assist you in attaining your goals. At Resume Broadcast 
international, our team will manage your career search with the expertise 
you have come to expect. Our commitment is not just 40 hours per week, 
but 24 hours a day, 365 days a year. Contact us at Tel: (909) 866-4213, 
Fax: (909) 866-4244 or E-mail: 102224.3306@compuserve.com today 
and watch the doors to opportunity open tomorrow. 





Working for us, 
working for 
human rights 
DIRECTOR - AFRICA REGION 


£27,573 - £32,535 Based in London 


Amnesty International is seeking a creative and dedicated professional to 
direct its research, campaigning and development work in Africa. This senior- 
level management position, based at the organisation's International 
Secretariat in London, will be responsible for leading a team of more than 
35 professional specialist staff located in London, Kampala and Paris, in 
conjunction with more than a million Al members throughout the world. 


Key responsibilities include: * developing and leading the implementation of 
strategic and operational plans for Al's work to promote and protect human 
rights in Africa * participating in the collective - nt of Al's 
international Secretariat and its more than 300 staff members —— 
» representing Al and its concems to governments, national and intemational - 
organisations and in the media * ensuring that Al's work in Africa reflects the 
highest standards of quality (accuracy, impartiality, effectiveness) + managing 
and guiding a highly demanding staff team who want to make a real 
difference for the victims of human. rights violations in Africa. 


Key skills and experience required: e ability to exercise impartiality and 
sound political judgement, and to take clear and timely decisions, often 

under pressure * solid record of managing dedicated professionals and 
volunteers with vision and sensitivity in the face of difficult challenges and: 





constant change * proven analytical and strategic thinking skills, based on 


a thorough experience of the Africa region and knowledge of the social and 
political forces influencing it + excellent communication skills in English and 


French, and a willingness to travel in sometimes difficult conditions and at. 


short notice * personal integrity and a caring and courageous commitment 


-to human rights. - 


This position offers a unique opportunity to contribute to combatting human 
rights violations and to building the human rights movement in Africa. Al is 
seeking a creative and dedicated individual with a professional approach 
who can help us to effectively address some of the toughest human rights 
Challenges we face. We offer a generous relocation and benefits 


and quite possibly your most challenging and satisfying job ever. 


ieget contact: Human Resources - 
Kingdon , Telephone 441714135911 





: Jobs@amnesty.org | Ap 

Interviews: 11 and 12 May 1998. Appointment effective: 1 July 1998. 

The international Secretariat of Amnesty Intemational actively- 
promotes coral diver and Equal Opportunities. 





Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tet +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224 3306 @compuserve.com 









. | International Federation of 
Red Cross & Red Crescent Societies 






seeks to fill the following position 






a : Under-Secretary General © 







i (CEO), this Under-Secretary General will assume responsibility as the Federation Secretariat’ 
ey member of our senior management team with responsibility for maintaining the financial y 
an organisation, through the application of sound financial management policies, procedures, plan 
its long-term. objectives through the development and implementation of an enabling financi 
direct, co-ordinate and oversee all of the Federation's firancial, administrative and information 



















Due t the wide ge 
possible at out G 










PO Box 372 
CH-1211 Geneva 19 
FAX 41 22 733 1727 








































ihe United Nations Office for Project Services (UNOPS) is a self-financing entity of the United Nations system, providing project manageme 
and implementation services throughout the developing world. UNOPS currently has à positión avaliable in its Human Resources Manageme 
int, New York. BEE POOLS 





€:goal of UNOPS’ Human Resources Strategy is to develop and maintain internal Human resources capacities, which must be responsible. 

NOPS' mission as a competitive, cost-effective and efficient service provider, adaptable to the needs of a diverse clientele. The óverti 
oncerm is to build strategie competencies at the corporate as well as at the individual level. RERE “ani 
In order to fulfil irs HR Strategy, UNOPS has identified three broad objectives to which this post is critical: 


{I To design, implement and maintain transparent, effective and user-friendly contracting tools, responsive to corporate requirements 
^ objecuves. The design of contracting tools, as well as associated procedures and guidelines, shall be conducted within the framework à 
UN system; ; ND 
(2). To develop and implement a HR. Training/Staff Development Strategy which puts in place a continuous individual and corporate learning 
process, and ensure that UNOPS staff continue to demonstrate the specific competencies necessary £o provide a wide range of services; 
(3) "To design, implement and maintain a svstem of individual performance evaluation criteria, and mechanisms for measurement and reward, 
Responsibilities: , "m d 
Reporting to the Chief, Human Resources Management Section (HRMS), the Human Resources Specialist (Policy and Staff Development) shall: © 
Identily UNOPS requirements for flexible employment tools and formulate guidelines and procedures for the application thereat; keep abreast o£ 
initiatives and changes in conceptual and methodological arcas of Human Resources practice; prepare HR strategy papers to keep UNGPS staff. 
o and chents informed of HR related issues; identify staff development and learning requirements and prepare proposals to successfallv address 


| them, formulate and review staff appraisal criteria and methodologies, prepare and. disseminate information on performance appraisal initiatives“ °. 
so and procedures; act as focal point within HR for follow-up and corrective action to andit observations. E 


~ Qualifications 


Specialist 


The successful candidate will have the following qualifications: 


A Post Graduate Degree or similar qualification in Management, Behavioural Sciences, or related field. 

zu 4 "S R A minimum of 8 - 10 years of practical expe rience in the area of HR Management arc / or training. me 

U ni t ed N ati ons Proficiency in Engish. Working knowledge of a second language (French or Spanish) is essential. Knowledge of the third language an asset. 
ay pei A strategic way of thinking, especially in the HR area, and excellent communications and drafting skills. 

Sound judgement, strong analytical skills and the ability to present and formulate arguments convincingly and clearly. 


QO f fi CC fo r Submission of Applications: 


Be P e a S AHPAC Applications, including a detailed C.V, must be received no later than 6 March, 1998 and should be addressed to Mr. Peter Van Laere, o — [oc 
E I Oj ect el V ices Chief Human Resources Management Section (Arta: Ms. Siromi Wanasunderaj, UNOPS, 220 E, 42nd Street, H4th Boor, New York, NY, 10017, E: 
CES li Fax: 212-906-6908. = 


€e $ + # c? 


Interested candidates arc encouraged zo submit, as part of their application, a description of their professional capabilities and of haw, in their T 
opinion, these can contribute to achieving UNOPS goals and to implementing the mechanisms described above. Such descriptions must be brief, 
nor exceeding 500 words. 


Depending on professional background and experience, a competitive compensation and attractive benefits package is offered, 
Qualified female candidates are strongly encouraged to apply. 

Please note that only shortlisted candidates will be notified. 

Telephone or personal enquiries regarding this post will not be entertained, 


|. Morcinformation on UNOPS is available at http: // WWW. UOS. org 


Development Studies Institute 
Up to £30,119 pa inc 


One (possibly twe) tenure-track posts in development f 


economics/political economy. Candidates should have; a 


PhD degree; an excellent record of research as reflected — | | 
in academic publications demonstrating both theoretical — | 
disciplinary skills as well as ability in applied/empirical 


research on development issues using multidisciplinary 


approaches; prior experience at a high standard in post- 


graduate teaching. Preferred thematic specialisations 
are; international economics; ‘institutional economics; 
economics of gender or the environment. For one post, 
some preference might be given to a Latin American 
regional specialisation. importance is attached to the 


intellectual capability to interact creatively within the - 
heterodox interdisciplinary environment and orientation 


of the DSI. 

For further details please phone 0171-955-6183 or email 
recruitment@ise.ac.uk with your postal address. Please 
quote reference number E040. 

Closing date for applications: 17th March 1998. 


the LSE is an educational charity committed to equal 
opportunities and excellence in teaching and research 


Fachhochschule 
Mannheim - Hochschule für 
Technik und Gestaltung 
(University of Applied Sciences) 


| The Fachhochschule Manriheim, University of Applied Sciences, is 
seeking a qualified candidate for 


1 Professorship (salary bracket C2/C3) 


in the Department of Business Engineering - founded by the. 
|. Mannheimer Versorgungs- und Verkehrsgesellschaft mbH (MVV) - 
| starting in the winter semester 1998/99 or later in the field of 


Power Economy 


Responsibilities: The creation of a framework and regulation of the 
|. conduction-bound power economy as well as overall economic, 
individual economic and environmental aspects of power economy 
| (determinants of energy supply and demand, pricing, strategic 
management projects, economic energy supply and utilization, 
renewable energies). 


Teaching and research activities at the Fachhochschule Mannheim 
have the same priority as the initiation and handling of common 

| projects in close cooperation with the MVV. Furthermore, it is 
intended that the successful candidate will hold lectures in Basic 

. Science. 


.| A good command of German is essential since the lectures are 
d mostly to be held in German. 


p l "For fu furt her details concerning; the employment conditions please 
T. contact the Fachhochschule ^ Mannheim. 


Applications containing aCV in tabular form, à phetopspn and 
certified copies of diplomas should be sent to 
Fachhochschule Mannheim - Hochschule für Technik und 
| a WindecketraBe 110, D-68305 Mannheim 
.. until 21: March, ae b 4 


HELPING TO DELIVER BRITAIN'S. |. 
FUTURE RAIL SERVICE 


Analyst/Economist £16,500 - £29,000 London 


The Office of Passenger Rail Franchising is rapidly 
changing. New government instructions have given us a 
remit to secure improvements in the quality of railway 
services and to promote the longer-term development 
of the industry - as well as to manage existing 
franchise agreements in the interest of the passenger. 


Our Economist Team, located near London Bridge, 

provides analytical support to a wide range of key 

projects in the areas of transport modelling, appraisal, 
data analysis, statistics, demand forecasting, business 
planning and financial modelling. If you're a numerate 
graduate with solid experience in several of these areas, 
you may well have just the kind of expertise we're after. 


We're looking for a degree in Economics, Maths or 
OR, supported by real computer literacy and excellent 
spreadsheet skills. Just as important, however, will be 
your ability to communicate with others and work 

. well as part of a small team. 


For more details and an application form (to be returned by 
12th March 1998], write to Capita RAS, Innovation Court, 
New Street, Basingstoke, Hampshire RG21 7JB, or telephone 
01256 468551 (24 hours) or fax 01256 383786/383787. 
Internet: http://www.rasnet.co.uk Please quote reference: B3629. 


An equal opportunity employer 


OPRAF CAPITA RÁS 


Office of Passenger Rail Franchising 


SECURITIES & FUTURES COMMISSION (SFC). 
CHAIRMAN 


The Securities and Futures Commission (SFC) is the Hong Kong Special 
Administrative Regions (SAR) regulatory authority. for its securities and 
futures markets, overseeing the operation of the Stock and Futures 
Exchanges, their Clearing Houses and market intermediaries. SFC is un 
integral member of the Government's “financial team” responsible for 
preserving and improving Hong Kong's leading position in Asia's financial 
markets with emphasis on world class market integrity, investor protection 
and market development. SFC's central mission includes the promotion of 
user confidence in the efficiency and fairnexs of the market and the promotion 
of market development especially in relation to capital formation for the 


Mainland, ensuring that full account ts taken of Hong One 8 economic l 


environment and international standards. 


As Chief Executive Officer. the Chairman has full management 
responsibility for the SFC in the performance of its mission and statutory 
functions. He or she must take a leadership role in anticipating market trends 
while maintaining effective communications. and good ‘relationships with 
regulatory agencies, market operators and other relevant authorities locally as 
well as overseas, 


Desired qualifications include a thorough and current understanding of 
Hong Kong's and global financial markets and business environment, related 
regulatory imperatives, demonstrated executive leadership and 
communication skills; and above all, integrity and strategic vision. 


Hong Kong is an international city and. ‘the position: is opeh to aH n7 
nationalities who offer appropriate skills and credentials, Knowledge of the = 
Chinese language would be an advantage but it is not mandatory, 3 i 


Please reply in writing with personal particulars. in: 


Mr Raymond C P Tang or Mr Andrew Choa 
Russeli Reynolds Associates 

3801 Edinburgh Tower 

Landmark, Central. 

Hong Kong 

Pax: ies 2845 9044 





l fae by oor Path Asia 


35th Fl. Room A, 1249/ 2 ems Tower, Charoen Krung Rd, Bangkok, Thailand. 


s Tel ob (6622674685 Fax. 2674688 Message Centre: 2674686 
felts: - Email: seco loxinfo. co. th 


Conference Director non 
_ [| Award-winning business information publish 
| seeks energetic conference director. The petis re- 


dq quires a quick intelligence and good verbal skills, plus a 


J| knowledge of national and international policy issues. 

|| The ability to contact and interact with leaders in en- 
- |» ergy, defense, the sciences, politics, advanced comput- 
ze | ing and fi nance. essential. Freedom to travel: helpful. 


| Please send c. y. and cover letter by mail or fax (no calis, please) to: 


Llewellyn King, Publisher 
King Communications Group, Inc. 
627 National Press Building 
. Washington, DC 20045 
us 92: 662-9719 


Economist 


Rio Tinto, a world leader in the mining 
industry, is looking for a commodity 
specialist to join the Economics 
|z Department. at its International 
i headquarters i in London. 
| The post involves the economic 
| analysis of a range of minerals and metals 
- | to assist investment decision-making and 
financial planning. Specifically, it involves 
detailed consideration of prices, production 
costs, capacity developments, end-use 
markets and trade flows. 
You will have a good first degree, 
. and probably. post-graduate degree, 
Lin economics or a related discipline, 
: plus around five years’ ‘relevant work 
experience. Familiarity with PCs, weil 
| developed analytical skills and a proven 
ability to produce high quality written work 
are essential for this role. 

An attractive salary and benefits 

package will be offered, reflecting 
| qualifications and experience. 

You should submit a Curriculum Vitae 
and covering letter giving details of current 
salary to Andrew Pace, Human Resources 

Manager, Rio Tinto, 6 St James’s Square, 
| London SW1Y 4LD. | 
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This unrivalled package for analysis of time series data (both univariate: | 
and multivariate) allows you to model and forecast share prices, interest. pu 





Fax: (702) 883-0267 
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London Business. School i is “inviting ‘applickaoas: for dm » 





Sainsbury Chair i in Marketing. 





The School is seeking. an outstanding individual with an 
international outlook | and reputation, a streng record of 





published research and. teaching, and close links with 
marketing professionals. and the business community. The. 
successful applicant will also be expected to contribute to n 
the leadership of the: School's. Marketing Group. 







London Business School is a leading international business . 





school with a range of postgraduate and executive | 
programmes. It has a superb location in Regent’s Par in 





central London and first-class modern facilities. 








Letters of application, accompanied by a curriculum vitae and. 
the names and addresses of three referers, gm 
should be submitted to the Faculty Office- buius s 
(ref SCM), London Business School, 

Sussex Place, Regent s. Park, London © of 
NW 1 4SA, UK by Friday, 20 March 1998. 8. 
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| Micr ofit 4. 0 now available in ` indows or DOS 


4 highly success sfül è econometric c software package” "nu Econ mic : fo urna P 





rates, exchange. tates. and their volatility in minutes. 





For more details, or to order, call +44 (0)1865 267979, fax +44 (0)1865 267990, | ud 
email caldwelj@oup.co.uk (outside North America) or +44 (0)1223 500639, 





fax +44 (0)1223 564379, email camfit@intecc.co.uk (North America only) 
OXFORD UNIVERSITY PRESS 






Become | rm 
OFFSHORE 
FINANCIAL 


((1 MADE OVER $2M LAST YEAR 
in a zero stress, ideal lifestyle, |. 
| relaxed, rd home- based busines 













ADVISOR 


Six-figure potential 
(702 SG3-1944 





Call 24 ie 212- 








































_ These three. posts. wili be: based i ina’ 


* Italian in italy. 


International Forestry Experts 
or project: on. p 








WWF-Belgium is recruiting hie NE expeits f Bi: MUN Comission’ EO 
and a DOIS- funded project called Rcs of f Sustainable E and 









aimed at the consolidation of? 
Management and Certification" in 
contribute’ to the establishment o 
organisation. and will support: it lative le for 
certification in the Congo Basin: The project twill promote regu ar 
certification i issues between: timber producers, timber buyer groups and consumers. 


i 










F office | in Brussels. Frequent. international | 


travelling shall be required. C a uld: be EU nationals. - 


International Forestry Officers (Three Posis) - 


He/she will bei in charge.of the technical and conceptual. aspects of sustainable forest 
management: and certification, as well as a series of co-ordination tasks. The officer 
will facilitate the work of the Regional Forest Officers and the National Working 
Groups in the Congo Basin, and maintain technical contacts with. national and - 
international organisations active in sustainable forest management and. certification: 








In addition, he/she will provide support for follow up: initiatives and projects in the. 


Congo Basin; and prepare: recommendations for forest policy: The Forestry Officer 
will bei in charge of. the co-ordination and supervision of consultants for the project. 


' Qualifications 
.* Extensive experience in | sustainable. rain forest management and forest 


certification. issues is essential as'is expertise in at least four of the following 
areas; redüced. impact. logging, forest ecology, private sector forest operations, 
timber industries and marketing, international timber trade, forest siviculture, 
. participatory approaches. / local communities, forest policy, NGOs" institutional 
development, vocational training 
* At least ten years experience in forestry including 5 years in tropical countries, 
preferably in Africa 
* experience in the preparation, implementation and evaluation of forestry projects 
and programmes, including the writing of proposals and reports 


. * experience of the co-ordination and supervision of consultants 


+ excellent communication, report writing and presentation skills 

an international background, proven ability to work in a francophone and 
. . anglophone environment. 

* fluent in French, English and preferably another European language 


Terms of. Appointment 
‘The appointments will involve ar average of six months work annually for a period of 
three years, however, contracts may be extended beyond this period, 
Applicants should submit a letter of application and CVs to the address below. The 
closing date for applications is the 21st of March 1998 

Director WWF-Belgium 

Waterloosteenweg 608 

B-1050 Brussels 
Belgium 





Mri Tet c e 


[ Residential Immersion. 








e English in England for company personnel 
* French in France | full-time 
+ German in Germany — tailored 

i one-to-one 


Spanish in Spain Riversdown 


private room 
meals; laundry 
qualified teachers 
cultural input 
; iipon pick- up 


Foniguese in Portugal 


excursions. X 


























T hange on. sd d F 


i Tokyo, Japan. 








(|| Urban’ Development; 


` The United Nations 
` University 


UNU/IAS 


Institute of Advanced Studies 


Ph.D. F ellowship at the United Nations University 


Institute of Advanced Studies 


Ha - The Institute. of Advanced Studies of the United Nations University 





(UNU/IAS). is a multi-thematic research and training centre located in 
programmes ate directed at pressing global issues of 
concern to the United Nations, making use of advanced research 
methodologies and with an interdisciplinary approach. 





| PhD. Fellowships of eight months are to be offered to Ph.D. candidates 
|. to carry out their Ph.D. research in a subject area closely related to one 
of the following three current programme areas of the UNU/AS: (i) - 


Eco-restructuring for Sustainable Development; (ii) Mega Cities and 
and (iii) Multilateralism and Governance. 


E ` Applicants must be at an advanced stage of their Ph.D., dissertation 


| Meet i us at the European GMAC MBA Forums or contact: 
BE The Graduate Schoot of Business, University College Dublin, 





with a research topic accepted by their home univer sity. Successful 
applicants will carry out their research in Tokyo under the supervision 
of UNU/IAS faculty members and/or affiliated UNU/IAS network 
scholars. Language proficiency in English is essential. Fellowship 
awards include a monthly stipend, subsidized and perquisite 
accommodation at UNU/IAS, and a return ticket between Tokyo and 
the fellow’s country of residence. Applicants from developing 
countries are particularly encouraged to apply. 


Application: Fellowships commence in the Winter, Spring and Fall of 
each year with the following respective deadlines: 20 March 1998 for 
the Spring/Summer (June) 1998 round; 30 June for the Fall 
(October) 1998 round: 30 October for the Winter (Feb) 1999 round. 
Application forms can be downloaded from the UNU/IAS. WWW 
homepage (http://www.ias.unu.edu), obtained by e-mail 
(unuias@ias.unu.edu) or by writing to the address below. Candidates 
must complete an application form, and provide the. following 
documents: curriculum vitae, dissertation outline, supporting letter(s) of 
reference from Ph.D. supervisor(s) and academic record, Only 
completed applications will be considered and replied. 


Ph.D. Fellowship Programme 
United Nations University/Institute of Advanced Studies 
5-53-67 hngumae, Shibuya-ku, Tokyo 150-8925, Japan 
Fax: 81-3-5467 2324 


University College Dublin 


An Coláiste Ollscoile Baile Átha Cliath 


Ireland's International Business School 
Master of Business Administration (MBA) 

A career focused MBA, with a. strong personal development programme. 
Our graduates work for many of the leading international firms such as 
Citibank, Merrill Lynch, Andersen Consulting, Goldman Sachs and 
Morgan Stanley. The UCD MBA is offered full-time over one year to - 
graduates with three-five years business experience. Closing date 31/3/98. | 
cals P » 
ET 


EN oí Bosecss 


Blackrock, Co Dubli 


Telephone: 353 1 706 8934 Email: padmin @biackrock.ved ie 
Web Site: Mte ucd. Nae tira i ; 








INVITATION FOR PREQUALIFICATION 
TRANSMISSION SYSTEM REHABILITATION 
ZAMBIA ELECTRICITY SUPPLY CORPORATION LIMITED 

"^ ZAMBIA 
DEADLINE EXTENSION 
Contract no. 5.10 

. Contract no. 5.20 


ZESCO announces an extension in the deadline for submission 

of prequalification documents. The new date is Tuesday 7 April 

P. 1998. instead of 27 February 1998. A clarification meeting will 

-take place on 10 March 1998. It is expected that invitation to Bid 
-will be made in May 1998. 


^5 .. INVITATION FOR PREQUALIFICATION 
USAKA DISTRIBUTION REHABILITATION PROJECT 


| ZAMBIA ELECTRICITY SUPPLY CORPORATION LIMITED NEW OPPORTUNITIES FOR 


ZAMBIA | E ' -— i 
DEADLINE EXTENSION AGRO-INDUSTRIAL INVESTMENT 
Contract no. DSLK/7/3/1 a Reiger aaa a OE CE T em 
| Great opportunities for agro-industrial investment exist in Guyana, South America. The 
p FEDERE TE M Gover is d Intermediate Savannahs comprising 250,000 ha of virgin 
ZESCO announces an extension in the deadline for submission Minn a aia ped poe e "oci m án iude of 
of prequalification documents. The new date is Wednesday 8 natural resources, access to domestic, Caribbean and North American markets, highly 
April 1998 instead of 23 February 1998. Another clarification competitive labour rates and a wide range of possibilities for agribusiness. 
meeting will take place on 16 March 1998. It is expected that 


icai to Bid wili be made in May 1998. THE INTERMEDIATE SAVANNAHS 
MAIN FEATURES 


250,000 ha (600,000 acres gently undulating savaniiabs, 30 m above sea Level, bow 
sand soils that are well drained and easily managed. 


CONFERENCE 


Annual rainfall - 2,250 mm distributed in May-August & Horenbe amar, 
a E: ink TB X ER supporting two rain-fed iam poate 
| City University Ideally suited for large scale = 


mechanised orchard, row cro 
of Hong Kong and livestock ich. 


Recess to labour from nearby 
| townships and communities, 
The State in the Asia-Pacific Region Easy accessibility via az. 
E river and road. | 
Civil Society, the State and Society; State and|| | + creat prospects for high tech- = 
Economy; Politics and the State; State and mites icc ci 
temi rata. CI Access to informati : 
NGOs; Globalisation and the State; Changing || | si it ning siens dee by lc and international research programmes, 
Management of the State; Urban Governance. 


For further information, please visit our 
website at www.insap.org 


Confe rence June 6-7 1 998 All prospective investors are invited to submit letters of interest to: 


Project Execution Unit 

Ministry of Agriculture 

Regent Street, Georgetown, Guyana, South America 
Tel; (592)-2-51172, 60393 

Fax; (592)-2-73638, 75357 


For details, visit 


www.city,edu.hk/sa/Upcoming/InternationalConference.htm 
e-mail address: guyagri@sclutions2000.net 


Or fax: Norman Flynn 852 2788 8926 


Or e-mail samonica@cityu.edu.hk 
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Balkan Bulgaria an Airlines | ent. ai E DEA Eoo f 


BULGARIAN AIRLINES y 





invited from establis shed aifies and companies wih ntemafionala n ion n experience and bas by in a with aca investors. 


Expressions of interest shoud pow dei nomalion on: d 41 theg qualificati tons of companies responding 
: oo The percentage of ownership and investment being sought 
«ihe participation incompany management 
. . the future. development of Balkan Air as a national carrier 
p T condit tions in o of the ‘copies 


atisation per judi iS aüffirisedi to: requi re final bids ‘accompanied by a bid bond of USD 1 million. The final bid will be valid for 
the closing date yettobe announced. A decision will be made within this period. 


subject ig — able Bulgarian law. 





dA "TOB | 
- Alexanderplatz 6, D-10100 Berlin, Germany 


E-mail: TOB Berlin@compuserve.com Fax: +49 30 24 31 25 90 


To arrive latest 6 April 1998 at 4 p.m. local time 


s 1  MMEDUAG M en l | 
onsortum with cu is acting ‘on behalf of the: Bulgarian Privatisation Agency to sell the majority ownership of Balkan Bulgarian Airlines. 


YOU CAN PACK your suit in a Glaser Suitfolder, 
and pack your Glaser suitfolder in our 22” 
Eon Bag, and your suit will travel almost as wrinkle- 
free as it would in a Glaser garment bag. Pack laundry- 


folded shirts in a Glaser Pakasak"" divider and they'll 


travel well also. 













WE DESIGN AND MAKE Glaser Travel Goods in our San 
Francisco studio. We make Traveler's Briefcases in a 


"i Wo btor PEU aio variety of styles and sell direct to you. We also make 





TIS x13 x8" $795. the world's best luggage for frequent travelers, and 
22 x 14 x8", $1,050. design and make custom gifts for corporate clients. 
M e g " Youur LAPT OP IS PROTECTED by our Flexible PLEASE CALL for a free catalog, or visit our San 
d y d Une den frame. Mobi Foam™ dividers Francisco showroom. 






GLASER DESIGNS 


TRAVEL Goops Makers. 


n OTIS ST. SAN FRANCISCO CA 94103. 


nts i verically,s side- byte ir ino AT PHONE 415- -552-3188 FAX 415-431-3999. 
der. Po V QM Set TOLL FREE 800- 1294-1075. EcoNG GL SERDESIGNS. COM 

















! a rtment from £70 per night 
ment from £115 per night 





Call: 310-376-3480 (USA) 
| Fax: 310-798-3842 (USA) 


E-mail l: whe@ibm.net 


u ! $t i foard Commended 


ASHBI EN APARTMENTS 

$8 Ashbum Gardens, London SW? 4DG. U.K. 
- ; Tet edd f71 370 2663 

FAX dtd 171 370 6743 










E Let our exclusive group of former Visa Officers, with « over 3s years 
i experience, ‘provide expert assistance and guidance to your 
3 immigration process. Applications professionally and confidentially — 
<| prepared. Our money-back guarantee is your assurance of success. 
d Best. Government owned and administered Investor Funds available. 
F for skilled workers, businessmen and investors, 


: d “OIC CONF RATERNITY CANADA LTD, 

10-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 

5... TEL: (604) 669 0389 FAX: (604) 669 3905- 
oe be. calvisal E-MAIL- “peseport@infoserve. net 


2 tei 
x. "rl 























417 Second Avenue West « Seattle, WA 98119 USA | | 
www.kallback.com * Email: infoGkallback.com = > 


VERTISIN 
alust for the first - 


Most new customers are 

















UK. ........19€] 
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“nae ZEE e | “Newton es Bad Ems, the charming spa on the Lahn river 
Seay | ew users auc ICQ ME ML E 
NL s di e Y-r | Now earn 20% by Attention! 
|| Swizerand..29e| / "femea fiend” investors / golf lovers 
io Brazil.......69¢ i umerous Special Services included dE one comam. 
— |Malaysia ....54¢| -No Extra Charge - For sale 


One of the most beautiful golf courses in Germany, 
even in Europe, mint condition 


| Location: Above the Lahn valley, 2 km north west of Bad Ems, 8 km east of | 
| Koblenz. In the region of the former domain Denzerheide. 


ideal infrastructure: Easily reached from Cologne / Bonn and Frankfurt via Auto- 
bahn À 61, A 48; A 3 and major national roads. 


Size: 18-hole golf course, tota' area (without buildings) of 69,16 ha, of which: 











Business to Business agents welcome T | 
201-287-8400 





m UEUECOMRURICATIONS 





















1402 TEANECK ROAD » SUITE 114 + TEANECK, NEW JERSEY + OF 666 + USA 





BUSINESS 


fairway ca. 23,30 ha 
i woodland ca. 30,70 ha 
SALE E E AEA additional land ca. 14,96 ha 





Due to the excellent golf-strategic conception of this course. the German golf 
association has held many national and international competitions in Bad Ems. 
The golf course has been leased on long-term basis. du 
Don't miss this rare business opportunity. interested parties please send written | | 
Offer by 10. March 1998 to: E: 


T —————— M aa 


SWITZERLAND 


. Sale fo foreigners authorized 


Licensed UK business travel 
agency seeks corporate 
purchaser with proven access 
to £500k funding. 
No travel 
agents/ intermediaries. 
di Contact | 
| Fax on + 44 (0) 1376 349023 


Lake Geneva 


& Mountain resorts 
You can own a quality APARTMENT/CHALET in 
MONTREUX, VILLARS, LES DIABLERETS, LEYSIN, 
GSTAAD Valley, CRANS-MONTANA, VERBIER, etc. 
From SFR 200000. -Credit facilities. - 






STAATSBAD BAD EMS GMBH 
attn. Mr. Erich Scherhag, Prokurist und Kaufmannischer Direktor. 
REVAC SA. 52 nede Mortbrlant—G+122GENevA | | Rémerstr. 1, D-56130 Bad Ems, Tel. ++49-26 03/ 92 17 03, Fax «49-26 09/ ` 
Tel: M 273 13 0. Fax 734 12 20 mE 
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Assoc, Int! provides research & set-ups. 
USA: 207-774-0007 or bickford@ime.net 


25 Yeuss s Experte deni Mattera 
The jaw finm of Somjen & Peterson 





OFFSHORE 


http: iwwi, sentjen.com . ¢ 
^. Email: samjen@isamjen.com d T COMPANIES from 
Suite RIO, 1240 Bay Street, Panama, Bank Accounts, Credit 




















Torento, Rog Canada, MSR gee Cards, 







Fax: 00507-2130338; E-mail: 








For FREE CONSULTATION | 









2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax +3120-5241407; E-Mail: 
100413.3245@compuserve.com; 
http:/Awww.global-money.com 


CONCRETE SERVICES NETWORK (CSN) | 
Providing professional support services to 
the global concrete products industry. 

Visit CSN on the World Wide Web at: 
http//www.concreteservices.com 
| Phone: 800-838-6795 Faxi 317-354-1151 

Email address: 

concreteservicesdi;concreteservices.com 


and our Brochure contact 








BUSINESS SOLUTIONS, INC, 
Phone.: USAH GIN) 5787544 
FAX: USA+(619) 578-0238 
E-mail: cbsémillennianet.com. 






















i | "Career i in i Booming aduy | 
. | - Promoting Asset Protection 
.. and Bank Accounts in 

Offshore Tax Haven" 


www. networktool.com 


IPh:Fax Europe 44 171 691 7783| 
i NAmerica. 1 305 418 7368 
61 29 475 0012 





AUTHORS 
Let Us Publish Your Book. 
Most subjects considered including 
Religion, Biography, Economics, 
Fiction, Poems, Children's Stories 
and First Books. 

AVON BOOKS (EC) 

1, Dovedale Studios, 

465, Battersea Park Road, 
London SW11 4LR. 












$ = obligacion, 
e Bf case progress to foreign 
LAW OFFICES OF COLIN R. SINGER, Attorney 


ehois pp 407-204 § 









taunadian Cittvenship & Pmuntigriat srs 
3 Pt-4000 Stef atherine St, West Fas: (S534) 487-2485 
Montreal. (sO, Canada, H3Z EPS Email csimger © singenca 


"Canada's leading internet law firm" 
World Wide Web Site: http://www.singer.ca/ 


















YOUR OFFICE IN ASIA 


Office address, rep office services, marketing 
and business advice and consultancy, to assist 
your Malaysian or Asian business. Local 
company set up by expatriate (after 26 years 





with Fortune 500 company, most in Asia). 


Tnu-Concepts Sdn Bhd, 44A, Jalan Telawi. 
Bangsar Baru, 59100 Kuala Lumpur, Malaysia. 


Tel: (603) 284 9664 Fax: (603) 284 9692 


"T 


PORSOCLAT Im. 


« ics SEINS and cellular 


savings. 100 ways to Legally Obtain a 


PASSPORT 
FREE REPORT 


Reveals The Insider Secrets of 
Visa Free Travel 
Alternate Citizenship 
Tax Free Living 
For your FREE 16 page Report contact: 
Scope International Ltd, Box No 6970 


Forestside House, Rowlands Castle, 
Hants, POS 6EE, England, UK. 


Tel: +44 1705 631751 
Fax: +44 1705 631322 
E-Mail:scopemail@compuserve.com 
internet: http//www. britnet.co.uk/scope/ 



















* Earn free air travel with WorldMiles 
program. | 






* Use the service to save, _ 
or sell it as a Justice agent. 


1-310-526-2000 werw. justicecorp.com 


http://www.pzim.com 


114 





RUSSIAN SALES OFFICES: Bickford & 





your personal asset manager in switzerland 


3 LUCRATIVE HOME BASED BUSI SINESS 
6/7 figure income not MLM. Serious 
people call 0181 236 4984 and listen. 





FREE CASH GRANTS! College. 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Hepo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 










IMMIGRATION TO CANADA. 
Canadian immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd, 
#208, Mt, Royal, Quebec, Canada 
HƏP 2TI. Fax (814) 739 0795. 

Email: 76143.2031@compuserve.com 










ELYSEE HOTEL 
Hotel facing Hyde Park in Lancaster Gate. 
Excellent value accommodation in the heart of 
London near major tourist and entertainment 
venues. 
Single £40. Double/Twin £45 
Family £65 up to five persons 

Price for room 
Rooms with ensuite we/showers, television, tea 
coffee making facilities, telephone, 24 hour 
reception, recently refurbished. 
Tel No: +441 714027633 Fax: +441714024193 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens. 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 3DQ. 





' START YOUR OWN “~ 
i IMPORT/EXPORT AGENCY 
No capital or exp. req. No risk. Work 
from home. Part/Full time. Help Desk. 
t Established 1946. Clients in 120 countries. 
FREE BOOKLET. 
WADE WORLD TRADE 
Dept 2024 50 Burnhill Road 
Beckenham Kent BR3 3LA 
Tel: +44 (0) 181 650 0180 (24hrs) 
Fax; +44 (0) 181 663 3212 
http//www.wadetrade.com 
we um a — GM 0 wk me UM MR MM NN OW "e gb WM 


HANDWRITING 
ANALYSIS 


Examiner of disputed and 
anonymous documents. Also 
aptitude/character assessment 
for recruitment purposes. 
Philippa Lavell FAE 

flage Close 
London NW3 5AH 
Tei: 0171-794 6060 Fax: 0171-431 4699 
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CITIZENSHIP & PASSPORT 


Confidential Service Direct From Belize | 


FULLY LEGAL PROGRAMME 
. Generous Visa Free Travel 


From US$45, m inclusive 


: Belize Passport Consultants Ltd. | 
944 Orchid Garden, P.O. Box 165 | 


Belmopan, BELIZE 
Tel: + 501 8 22759 
Fax: +501 8 23785 
Government License 971001 . 
http //www.visafree.com 


INTERNATIONAL 
PHONE CAES 


lowest Prices 
in the 
-= World contact 
DIAL 


INTERNATION 


Tel: + 44.181. 490 5014 
— Fax: + 44.181. 490 5075 


Email: salesQppsitd.com 
www.ppsitd.com 


; Dong den viopMd- ide 


formation and administration 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services | 


LAY ECO LTD. 

1092 Bud lapest, Ráday u. 33/a, Hungary . 

"Tel: (361) 217-96-81, 216-54-13 

Fax: (361) 217-44-]4 

E-mail: laveco @mail.matav.hu 

Ask for our FREE information 

brochure! 

Languages spoken: English, 
French, Russian, Bulgarian 





U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
{LLCs} SET UP INSTANTLY IN 


DELAWARE, OR OTHER STATE, BY 
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PHONE, FAX or INTERNET 


Your headquarters may be anywhere in the 
USA or other country, No minimum capital 
requirements. No lawyers necessary Most 
major corporations are incorporated in 
Delaware. FREE Delaware Incorporation 
Handbook (7th Edition). Registered agent, 
shelf corporations, legal office address in 
Delaware and mail forwarding. Independent 
offshore agents wanted. VISA/MC/AMEX 
CALL ANYTIME Tel: 1.806.423.2993 
(toli free) or 4302,996.5819 
Fax: 1.800.423.04523 (USA/Canada only) 
or Fax: «302.996.5818 
E-mail: inc, info€ delbusinc.com 
Internet: http://vww.delbusinc.com 
Delaware Business Incorporators,Inc, 
3422 Old Capitol Trail, Dept. TE 
Yriingagos, DE 19808-6192 
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| Company Specialists 


The Company Store is one of the 

longest established professional 

firms specialising in UK and 

INTERNATIONAL company 

formation and associated services. 

* Free advice 

* Free colour brochure 

* Free name check 

e Full nominee & domicilation & 
assodated services 

* Ready made & own choice of 
nome Co's 

* We undertake to refund the 
difference, if you can obtain the 
same services elsewhere af a 
lower cost 


0800 26- 26- 62. 


Tel: +44 15 1 236 0653 


Tax Planning 


We incorporate and provide management 
services in all leading jurisdictions. 


| Offshore structures can cut taxes and offer 


significant asset protection. 
For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 


TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom(Qicsl.com 


GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 


FAX: + 350 70158 
E-Mail: gib@icsi.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk(2icsl.com 
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THE COMPANY STORE 


ywsue*vnteAsvtàda2sreáütv)anrbessváüávixrerbitoet-reex 


Harrington Chambers, 26 North John Street, 
liverpool L2 9RU, UK. 
31258 1 1258 Fax: +44 15 


ISLE OF MAN - DIANE DENTITH - FCIS| 


SOUTH AFRICA - CARL LIEBENBERG] 


TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44171 491 0605 
E-Mail: uk@icsi.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1954 943 1499 
E-Mail: usa@icsi.com 


http: //www.ICSL.com - 





















No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 

SPECIALISTS | 
Í Since 1975 our worldwide staff of E 
| over 275  muiti-disciplined M. 
professionals including lawyers, 
chartered accountants, chartered M 
| secretaries, and bankers have 
provided confidential and cost 
lE effective company farmation in ali 
| the major iow tax areas 



































law id. acc | 

All our: consultants: ae professionally. 
E trained and will ensure your affairs will 
(b be dealt with in an atmosphere. ot 
di utmost privacy anc confidentiality — $ 
WORLDWIDE OFFICES CAN SE 
arc PROVIDE E3 [|] 


B 9 BANK INTRODUCTIONS. 
| „© FULL NOMINEE FACILITIES 


























| @ COPYRIGHT & PATENT REGISTRATION ; 
@ ASSET PROTECTION TRUSTS i 
@ VESSEL/YACHT REGISTRATION » 
© FISCAL MIGRATION/2ND CITIZENSHIP. 


LOWEST 1° YEA 
& ANNUAL FEES 
GUARANTEED 


$500 
$500 
$500 
$495 
£250 
$450 
$1995 
£225 


€ BAHAMAS 

@ BELIZE 

© BV ISLANDS 

€ DELAWARE LLC 
@ GIBRALTAR 

@ HONG KONG 

@ HUNGARY 

@ IRELAND 








| PEN For confidential & fi friendly advice please contact | 
@ ISLE OF MAN £250 

€ JERSEY £495 LONDON OFFICE 
ee die 90-100 SYDNEY ST, 

[ MAURITIUS $500 CHELSEA. LONDON, 

@ NEVIS $575 

@ SEYCHELLES $350 SW3 6NJ 


TEL: + 171-352 2274. — 
FAX: + 171-873 9688 
E-mail: offshore@sc 


FREEPHONE: 0800 262 856 
WWW. scfgroup.com 
DUBLIN OFFICE — — 
127-23 LWR PEMBROKE ST, DUBLIN 2 
B TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554. 
E-mail: affshore@scfgroup. iolie 


Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tal: +352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tei: +358 9 6969 2569 Fax: +358 9 9959 2565 
HUNGARY - LASZLO KISS BS« icon) 
Tel: +36 1 351 9959 Fax: 436 1 351 9958 

| CYPRUS 
CHRISTODOULOS VASSILIADES Atorey-at-Law 
| Tei: 4357 2 473211 FAX:4357 2 463463 | 
SINGAPORE - DIAMA BEAN 
Tel: «55 535 3382 Fax: «65 535 3991 
HONG KONG 
RAYMOND CHOI! MBA MLIA (Dip) 
Tel: 4852 25220172 Fax: +852 25217190 M 
SHANGHAI - BART DEKKER iM | 
Teh «86 21 6248 4355 Fax: 486 21 6248 1421 | Nicosia & Sofia. 
USA WEST COAST - AICS Ltd n" 
KEVIN MIRECKI attormey-atLaw | For a free colour brochure on 


Tel: +1 714 854 3344 Fax: +17148548967 M MAOT ES ACCA EA: 
Bi complete this coupon below: 


Name face | 


Address 









Athens, Menem Lisbon, Marra Moscow, B 





| For Immediate Service & | pm Free 140 
Page Colour Brochure Contact: 


ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 4EE 

| E-mail: econamist@ocra.com 
TEL: +44 1624 815544 
| FAX: +44 1624 817080 
LONDON - RICHARD COOK, BSc 
Tet: +44 171 355 1096 Fax: +44 171493 4973 B 
1$09002 CERTIFICATED 
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% change at annual rate 

















The Economist poll. 7 industrial ] Retail sales Unemployment 
GDP GDP forecasts — production — (volume) % rate —— 
T 3mths! 1year — 1997 — 1998  3mths! 4year — — 1year — latest year ago 
Australia +59 « 36 Q3. +33 «33 +04 +1593 + 40 Q4 82 m — 86. 
Pa * 13 1996 e 19 4 25 « 07. « 62 Ap — ww 1 mn 74 
, Belgum — — : 20 +2993 « 25 428 Ma - 07 Nw — * 35 od — 131 hn — 136 - 
| Britain —  * 21. * 31 04 * 34. « 24. — - 46. >01 De * 69 an .— 50 hn — 65 — 
| set 4 * 4003 *.38 +34 +48 +36 Nw č č +4 8.9 jan 97 /— 
| Denmark —— - 07 + 22 QB +30 +30 ^ 44 +59 Nw +3209 ^ 740 82 
i 4.427 — 455 +54 Nw +50 De — 122 De 12.5 
| Germany +32 «24 Q3 424 +26 +24- E 116 Jn — 113 
| Hal t 18 419-03 * 15 422 ^48 +84 De + 0.9 Nov 12.1 Ot 120 - 
Ro e SS Leat Da LES TR RESTO EE PR RET 
| 03. 0. + *93 4s 5 48 jan** 64 
|  * 33.4 35 +39 ¢66Nv na. 203 Q 218 —- 
| 74 an 88 
| 5.0 ian? 5.7 
; “67 hn 54 
| ted. Taverage of latest 3 months eee with average of previous 3 months, at annia rate. Nov "lan. thio tate 6.6% Sep-Nov. ""— 
| SECO ICM E CERNI OE POE ee E ERROR MEE 
| D WAGES S Sharply lower oil prices pushed American producer prices down by 
F E | ary, the steepest monthly fall since August 1993. Annual wage growth accelerated 
i. in December in Germany (to 1.220) and in the Netherlands (to 3.3%), and in the fourth quarter | 
| in Australia and France; it eased i in December in Japan to 1.5%. 
En 

















| % Bong at annual rate | `The Economist poli 

Consumer -prices* consumer prices forecast Producer prices* Wages/earnings 

| n 3mthst fyear č 1997 1998 3 mths? 1 year 3mths! — 1 year 

| Australia — ^ « 10 -~ 02 Q4 +04 +16 +26 + 18 04 4 64 + 3.9 Qa m 

DOMNUM oon o I UE E atem e UEM M oM 

| Belgium — — «02 «04 m" — * 17 *19 —  -12 *120« +33 «*22 0 

| Britain ^^ SETE 7 108 4078 E 

| Canada - 03 +07 be *17 *16 *07 *«080«  -17 -18Nw 

| Denmark —  — — tX 2210«.. $92 25 . 03 3 [roe na 40 Aug’ 

| France — 0 t12 *110€ — *12 15 *07 *08 Nw +22 + 29 OH 

| Germany č -01 t 13 50 t 18 419 -29 + 15 Jan na + 12 Dec 

| Wal —— 254 15 Xm +18 +20 +418 +15 de +11 + 36 Nov 

p Hem .— . ee —— 157106 — 512 054 — 5 M 1 e 

| Netherlands -23 « 18 im — 3:22 «24 — 04 +160  *20 33 De 

D 5n — oe 2014 7129 4131 — (11021099. 2239 230^ 

| Sweden —— na * 13 Jan +09 + 20 ~19 4214 de +32 + 43 Nw 
owen’ — -01 nian +06 «09 -18 044m na nm 















| W INTERNET SITES The density of Inter- 
| net hosts--the computers that are con- 
| tacted whenaa web-site's address is dialled 
up—is a rough indication ofthe amount of 
..., Internet-based economic activity within a 
| given country. The Scandinavian coun- 
tries lead the way in Europe, with Finland 
^^ boasting one Internet host for every 11 of 
| its citizens. High incomes, low telephone 
charges (except in Denmark) and stiff com- 
petition ; among Internet access providers 
reated a bigger mass market than in, 
nett ak or Germany, where connect- 
* feast AN as ue The 
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E. a by 1.8% in oan they w were é 9% up: on cae year — the heck eee rise. since E 
| June1988. Japanese retail sales fell lagaininD December to 5: 9% below the level ofa year earlier. | 







|. BUM "COMMODITY PRICE INDEX | 
| Em | Brent-blend crude-oil prices 
| hit $14.22 a barrel on February 18th, their 
| lowest for nearly four years. The market is 
| under pressure from rising oil output, fall- 
| ing Asian demand and huge stocks. The 
| International Energy Agency reckons that 
commercial stocks in the main consum- 
| ing countries are almost at their highest 
| for two decades. Storage tanks in indus- 
| trial countries are close to capacity, which 
| could trigger a further slump in prices. 
| Saudi Arabia, which has been putting oil 
| into storage, wants an emergency meeting 
| of the Organisation of Petroleum Export- 
| ing Countries to boost prices by curbing 
| 
| 
| 
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quota-busting by opec members. Venezu- 
| elahaslong flouted its quota. 
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| 1990-100 % change on 
| Feb 10th — Feb 17th* one one 
b month year 
| Dallar index — 
| All ites 102.5 1019 - 08 -101 
| food — oo i xr uu e UM 
Industrials ! 
O Al 844 838 « 17 -194 | 
| Na! 989 994 +55 -214 | 
| Mets 75.6 — Od d] 4177 | 
| Sterling index i | 
| All items 126 —— 114 - 11 -118 | 
| food 1355 1341  - 30 - 30 | 
| industrials | 
| Al 927 916 +15 -209 | 
| Na — 1087 —— 1087 +53 -229 | 
| Metals  —— 831 813 - 14 -193 | 
| SDRindex M | 
| Allitems 1028 1024 - 16 - 86 | 
| Food 1237 1233  - 35 + 06 | 
| Industrials l 
| Al — 8460843 09 -180 | 
| O Nfa? - 99.2 100.0 47 -200 | 
Metals — 758 — 748  - 19 -163 | 
| Gold | 
| peret. BO. 43805 # 32 ZBI] 
| Crude oil North Sea Brent | 
| 


+ 15.43 





| $ per barrel 























































IN DICATO! 


A STOCKMARKETS N ie York hita anew TE high, as did stockmarkets across Europe, in- | li BORROWING COSTS - Iter: 
.| cluding London, Paris and Frankfurt. The rally was driven by falling bond yields, reflecting rates area good measure of the tightness o 
| optimism that inflation will stay under control. | monetary policy. Broadly speakir 


| 
| 

F Share price indices ^" % changeon —— | equal nominal interest ra a 
i 
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1998 — one one record Dec 31st 1997 pected rate ofi infla 



















































8,451.1 7,5804 


| low week year high in focal in $ | tionary expectations car 
Bhatt A ale Ne Be AN eS ey a SOON eS EO directly, the chart uses. 
— 29424 — - 06 — * 68 — - 22 + 17 . * *5 | tion to calculate real Shortterim 
(13657 1,245.7 * 00 — £112 -223  « 42 +30 | " 
"2,689.6 2,4050 + 17 4278 «nl + 12 «97 | rates. Over a short period, 
1.572334 — 50688 — 4 21 4313 Oi w g 114 +112. | months this method is fairly 
(69448 62400 -00 «12 -37 + 37 32 | Australia has the highest real rate c 
BAS CONNEE DNO OS Laub Lob S eS 19.3 countries shown m 3 and th is 
SEL Ln CUNENEL OS NEL. NENNEN ae E ee 
46288 - : 40873 + 09 + 43,1 nl + 89 + 76 E 
LM79 12529 10532  - 04 «633  - 04 + i85 168 || 
[166139 — 172051 146644 —— - 34 ^ -107 -573 + 89 *120 | 
10163 1,0163 8920 + 37 + 37.7 | nb + 112 tioo | T 
| 7219 727.9 6326 +21 5518 — nl + B1 4138. Ps 
32674 32710 28531 +16 +209 -35 + 89 +67 | 
d 6.3662 69905 60621 + 05 +539 -03 + 12 +105 p 
DN 
i 
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ET AND INTEREST RATES The yield c on ten-year German government bonds hit a 
: | record low of 4.91% on February 17th. America’s M3 broad-money growth, which is now 
4 | showni in our table, quickened to 9.2% in the year to January, the highest rate since April 1985. 
| 








Money supply* | interest rates % p.a. (Feb 18th 1998) — E 
narrow broad night latest — yearago prime gov't? corporate — 3mths bonds 
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Du Sorrow: M1 except Britain MO, road. M2 o or.M3 except Britain ren Sources: Banco Ambrosiano Veneto, Banco Bilbao Vizcaya, Aum Bankers' Assn, 
-Cháse Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P, Morgan, 
fue Royal Bank of Canada, SE. "Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreamvIC V. Rates cannot be construed as banks’ offers. 











| vea to December from a revised figure of $11.0 billion i in Eei ag 
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Trade balance*, $bn Current account , $bn Exchange rate Currency units per $ | Currency units — — - Foreign reservest Sb. : 
latest latest 12 latest 12 mths trade-weighted! | Feb 18th year ago perf perDM-. perecu latest. year ago 
month months ,..TVebi8th yearago — — — — 000 A Es L ee ain a 
Australia ~ 0.51 Dec + 20 - 132 Q3 86.9 96.1 1.49 1.31 2.45 082 — 162 168 De č H 
| Ausma reaa  - 69 OO Ne 103 138 138 T9 —5—18— 585 —BHie —R- 
Belgium ~ 035 De + 109 + 105 sp — — 1016 1037. ë 376 350 616 206 408 162 Dec — 170 — 
Britain - 250 Nw  - 192 + 63 Q3 105.1 97.6 0.61 062 a 0.33 066 33.4 M 
Canada + 073 Nw + 173 - 8593 821 864 144 — 136  — 235 O79 156 1/8 204 
Denmark * 023Nw + 38 + 0693 1042 — 1056 6.93 646 1138 381 753 191 De ài 
.| France + 181 Now +29) £392Nw — 1050 1064 £4610 572 1001  — 335 663 309 268 
Germany + 7.15 De +699 - 63 De 1026 1055 182 169 299 - 198 776 be 832 . 
| Maly + 235 Nov + 307 + 359 od 752 761 1,794 1686 2,944 986 1949 557 B 
Japan — + 7.73 Dec +1016 + 947 bec 1230 1220 12% 124 — 208 695 137 2126 j 
| Netherlands + 1.15 Noó ‘+ 168 +224Q2 1010 1035 205 190 3.37 1.13 223 249 8 
Spain - 1.70 Nv — - 178 + 82 Nov 76.5 719 154 144 253 847 167 684 Dec 579 
.| Sweden + 152 De + 11 + 7.1 0c 83.6 864 810 745 133 445 880 146 On 22 
| Switzerland — + 078 Now — - 01 + 203 Q3 108.1 101.5 147 148 241 O8! 1.60 380 Der 
United States -15.10 No -198.1 -1569 Q3 . 1088 104.2 - - : 164 055 109 589 De 
eq * Australia, Britain, France, Canada, japan and USA imports fob, exports fob. All others cif/fob. ¥4990=100, Bank of England. tExciuding gold, IME definition. 
: 5 | §Not seasonally adjusted. 
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| BI MEXICO The Mexican economy con- 
tinues to recover from itscurrency crisis at 
the end of 1994. In December of that year, 
the peso was devalued sharply, losing half 
of its value against the dollar in a span of 
three months. The resulting economic 
contraction was severe, with Gp» falling 
by 6.2% in 1995. Since then, the peso has 
continued to slide. It closed at 8.54 pesos 
to the dollar on February 18th, 4096 of its 
value before the crisis. But economic activ- 
ity has recovered strongly, as the slump in 
domestic demand and the higher cost of 
imported capital goods have been offset 
by booming exports. However, Mexican 
households are still feeling the impact of 
the currency crisis. According to the 
OECD's latest survey of Mexico, real GDP 
^| did not return to its pre-devaluation level 
until mid-1997. And even then, real aver- 
age wages were 20% below their 1994 level. 

OECD forecasts continued growth of 
more th in 5% this year and next. 
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Unemployment 


Balance of payments 
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the fourth quarter, its fastest rate for six years. In January, the 12-month rate of consumer- 
price inflation slowed in Israel (to 6.9%) and Mexico (to 15.3%). 














% change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China - ree: 8.2 98 ee 9.2 Dec + 0.4 dec 3404 dec + 7.2 196 — 1413 Nov 104.3 
HongKong + 570: + 055m + 4B pe -206 pe - 26 1996 965 Nov 63,8" 
India - pm 68 196 + GlNw + 49Nw — - 59 de  - 45195 242 de 202 
indonesia + 8.0 196 + 90 qp + 181 +113 Nw - 68d 189 os 15.7 
Malaysia —— « 7403+ 940« + 34 -O3 no  ~ 63 19% 217 de 27.0 
Philippines ‘Ae + 19.4 Nov $ 64 un MET Nw =~ 38 1996. BB dan 9.7 
Singapore +10.1 o3 +10.3 Nw + 20pe -740e  +14003  745!0a 75.07 
South Korea + 630 + 240 + 83n — - 47 -29n 211 de 340 
Taiwan +7ioa *Blo«  * l8hn +760 + 7803 831 ww 877 
Thailand č - + 67 1996 — -152 Nw + 86s ~ 53 pe  - B6Q 262 be 377 
Argentina + 8693 — * 6.3 De + OS en ~ 490« -8503 223 ve wi 
Brazil +28% - Xlo« + 44m č -91i -344 Qa 522 de 583 
Chile — ^ «810 +88pe + 625 -120e  - 330 17.3 D 148 — 
Colombia * 5509 — (112 od ^£. B jan = 260a = 47196 — 9.8 on — 80 — 
Mexico —— + 67 OG *780x«  * 53h +t OA De — - 40Q 288 SCO 
Venezuela - 16196 na 368 a» 4130 sp + 83 196 155 Wo 119 
Greece — — — « 26 1596 + 200t + 4.4 jan -18.8 sep ~ 5.1 Sep 12.6 Dec 17.5 
israel tt 18g — PO * 69x -79D -37 20.1 dec 114 
Portugal — — + 3.0 0498 — * 600a. + 230e č -104 oa  - 54 Nw 16.0 Der 15.9 
South Africa + 120: — - 04 Nw + &lox  4290«  - 13 Qs 48 dec 0.9 
Turkey — +549  — +15.9 ve — «1016 in -206 0n  - 23 Sse 187 be 16.4 
Czech Republic + 0.8 o3 +13.3 Dee + 13.1 Jan - 44 de -69% 110 oa 12.6 
Hungary + 510: *l6lo0«  * 177 m ——-2150«  - 1.0 pe 88 ww 99 
Poland + 69 oF Bw r6 — iw AS ew 18g 174 
Russia + 12 ded + 15 an + 10.2 an —— 4227 Nw» — 41300 — — 122 Nv 112.—— 


“Visible and invisible trade balance. Tincudes gold. tDecember: SNew series. 
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FINANCIAL MARKETS Many Asian stockmarkets fell in the week to February 18th, with the 
exception of Bombay (up 3.3%) and Taipei (up 1.4%). Hong Kong ended the week 1.1% down; it 
had fallen sharply earlier in the week, but recovered most of its losses on February 18th after 
the govern ment's budget was well received. 





,. Currency units Interestrates — Stockmarkets % change on 
, ,,Ber$ perf short-term Feb 18th Dec 31st 1997 — 
Feb 18th yearago Feb 18th % p.a. one in local in $ 
week currency terms — 
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226,985 121,190 372, 550 105.1 
Czech Republic — 345 285 56.6 iu i 465.5 z48 .—3- GU. s 45 
Hungary | 208 175 342 1923 79545 -24  - 06 - 26 
Poland — . a56 "306: ^ 585 ^ 24 42. 1656696  -— 05 + 129 «4 117 
Russia 600 566 985. 77739900 °  — 6282  - 22  - 229 - 229 





| Sources: National statistics offices, central banks and stock exchanges; DatastreanvIC V: Reuters; SBC: Warburg; 1P. Monge ‘Hong Kong Monetary 


Authority, Centre for Monitoring indian Economy; Bank Negara Iridonesia;. Malayan Banking; Philippines National Econamic and Development Authority: 


Hoare Govett Asia: FIEL; Baring Securities; Merrit Lynch: Bank Leurmi Leisael Standard Rank Group; ‘Akbank; Bank Pa Deutsche: Bank; Russian 4 
| £conomic Trends; Moscow Tires/Skate Press. l i udi PM 


srael’s &GDP grew at its slowest gaa rate This decade: in ie fourth quarter, 
leavingit it 1.8% higher than a year earlier. Taiwan’s GDP growth quickened to 7.1% in the year to - 
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Introducing Network 


Computing from Oracle. 
(Once your company begins the transfor 
mation to network computing, thin; 
will neve be the Same for you or your 
competition Network -omputingz Costs 
are 5y less than à desktop computing 
environment. Existing hardware can be 


used and che costs [Or network munte- 


support become significantly lower 

With network computing, the critical 
information your company needs is 

dc] endable ACUTE ssible. accurate Always 
All appli ations al d data are stored oi a 
protessionally managed network. Instal 
software one time to get started: every 
one is upgraded and updated instantly 
Leaving you the opportunity to respond 
rapidly and intelligently to changi 

[o implement new business | rocedurt S 
from one central location. To expand 

r reach into markets and distribution 
channels vou never had time to considet 
before. Network computing. It is real 


It is available. It is remarkable. It is time 


Enabling the Information Age 


Credit Suisse Financial Products specialise 
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we do, we do it best. 
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Every day we transform products and 
substances into thousands of applications 
worldwide. Now we've transformed 
ourselves into an exciting new breed of 
company. Like every natural evolution 


it has happened with good reason. 


We're climbing to new heights o 


Ciba Specialty Chemicals has developec 
to anticipate and meet customers' 
changing needs, now and into the next 
century. We are already generating sales 
in 117 global markets, but we're looking 


even further afield. 


-novation. 





Jur new company is flexible, agile innovation wherever you see the sign 

nd quick to react. We will constantly of the butterfly. For more information p 

eliver the brightest solutions to every on the company that’s transforming 4 K 

'esh challenge. We're investing more the specialty chemical sector, e e ,, 
nd more in research and development fax +41 61 636 3019 or visit our e l ues 
9 expect to see ever greater heights of Website at http://www.cibasc.com Ci ba 
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GLOBAL MARKETS 
OFFER RISKS AND 
OPPORTUNITIES. SO 
AT CITIBANK, WE 


Focus ON SOLUTIONS. 


OUR DEDICATED 
INDUSTRY EXPERTS 
WILL CUSTOMIZE 
AN APPROACH FOR 


EACH CLIENT. 


THAT S WHY 
CORPORATIONS WHO 
Use DERIVATIVES, 


RANK CITIBANK No.1. 


[n a recent RISK Magazine survey of 700 
global customers, Citibank ranked No. 1 in 
12 categories focused on advice, pricing, 
innovation and market-making reliability. 
And No. 1 in derivatives in Asiamoney's 
corporate poll of Treasurers. Thats why 
companies trust Citibank to provide tailored 


solutions that best meet their needs. 
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Evolving debate 


Sir—In “Biology isn’t destiny" 
(February 14th) you dismiss the 
relatively recent theories of evo- 
lutionary psychology on the 
basis that it is doubtful that they 
will “ever add up to a coherent 
theory of the mind". On that 
basis one could dismiss philoso- 
phy for not yet identifying the 
meaning of life. 2 

You rightly point out. that 
"humans seem to need some 
mental faculty that can. stand 
back from modular promptings 
and tell them how to do better." 
Happily, more often than not, we 
do possess and act upon this fac- 
ulty. Otherwise the world would 


be a far more violent place. You 


are wrong to say that these 
promptings are "peripheral". 


Any field of study that sheds - 


some light on our irrational pre- 
dispositions to love, lust, envy 


and seek revenge should not be - 
dismissed so easily. | 
London RoB BEER 


Sig—Running through your arti- 
cle is an undercurrent of the 
same doubts that plagued Dar- 
win more than 150 years ago. Is it 
possible that human beings have 


no special position in a world 


built through evolution by natur- 
al selection? In Darwin’s time 
and milieu, these doubts were 
expressed in terms of Christian 
doctrine. Today, as in your arti- 
cle, they are expressed in terms of 
the doctrine of free will; by insist- 
ing that we regularly choose from 
an infinitely variable repertoire 
of responses to all of life's chal- 


























all possibilitie: 


purposes, our choices will always - 
appear to us to be limitless and 
our actions deriving from our 
own freewill:  — 
Santa Monica, x 
California TONY KOBINE 


Sir—You express two doubts 
about the approach of evolution- 
ary psychology: its alleged vul- 
nerability to accusations of “just- 
so” or post-hoc story-telling, and 
the incompleteness of the modu- 
lar view of the mind. 

The charge of post-hoc story- 
telling has already been soundly 
rebutted in “The Adapted Mind”, 
in which John Tooby and Leda 
Cosmides state that “an explana- 
tion for a fact by a theory cannot 
be post-hoc if the fact was 
unknown until after it was pre- 
dicted by the theory, and if the 
reason the fact is known at all is 
because of the theory.” They go 
on to state that thousands ofsuch 
facts have been uncovered by tak- 
ing an adaptationist approach. 
For example, adaptationist prin- 
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 ciples applied to the study of. 


pregnancy have revealed many 
unknown facts about the func- 
tion of pregnancy sickness in 
limiting the intake of toxins com- 
monly found in foodstuffs that 
may be harmful to a fetus. 

- The second worry concerns 


the view of the mind as simply a 
e collection of modules designed 
to perform specific behaviour- 


regulating functions. But it is 
clear that the proposed module 


he  forsocialexchange evaluates and 
life span is finite, we can acts upon information on a cost- 
never come close s 







benefit basis. It is not obvious, as 
n, that any central pro- 
sing mechanism is required. 

i Tep PAGE 
SONIA PURSER 





Si&—Your lazy article substituted 


condescension for argument. 
You actually had the gall to con- 
cede the truth of most of the ideas 
you then patronised: "Well, 


maybe that is all so..." 

MATT 
Newcastle-upon-Tyne RIDLEY 
a aN a at cro eR Au 
Emotive 


SiR—Your characterisation of the 
“intellectual” debate raging over 
the true social significance of the 
mass mourning following 
Princess Diana’s death as largely 
worthy of Private Eye’s "Pseuds 
Corner” is correct, but for the 
wrong reasons (February 7th). 


Experimentally speaking, the 


only way the extensive mourning 
for Diana could signal a shift in 
public mood is ifa highly similar 
death of a matching British pub- 
lic figure had occurred a few 
years ago, without the same pub- 
lic reaction. Diana's death was a 


unique event, and singular inci- 


dents usually produce uncom- 
mon consequences. 
So why has the left-leaning 


“cultural studies" industry tied 


itself in knots trying to explain 
what 


that it took the death of a glam- 


orous apolitical member of the gain 
 smallfarmer credit and exten 
sion services—both of whicl 


British aristocracy to mobilise 
more ordinary people on to the 
streets of Britain than cnp, the 


polltax campaign, the green 


movement, gay rights or any 
other supposedly populist politi- 
cal cause in recent history. 


This should give any mega- 


happened following. 
Diana's death? The blunt fact is- 









phone-toting political activist 
pause for thought about just 
what it takes to mobilise the 
masses in 1990s Britain. After all, 
this demonstration wasn't even 
organised. 


RA] PERSAUD 
Consultant psychiatrist 


London Maudsley Hospital 
PRECOR a A eevee | 
Fair point 


SiR—In your article on Fairlines, 
an all business-class airline (Feb- 
ruary 7th), you say that its tickets 
cannot be used on other airlines’ 
flights. Your correspondent was 
misinformed by our staff. Fair- 
lines has agreements allowing 
the transfer of tickets with more 
than ten other airlines. Although 
Fairlines’ flights cover the times 
of day when demand from busi- 
ness travellers is greatest, its air- 
port staff are happy to assist pas- 
sengets to switch to another 
flight if they wish to travel at 
times when no Fairlines flight is 
available. 
FRANCOIS ARPELS 
Chairman and ceo 
Fairlines 
Sena P A ORE ERU ee re 





Aiding the Amazon 


Srr—In discussing the new law to 
protect the Brazilian Amazon 
(February 7th), you contrast “log 
ging, mining and large-scale agri 
culture" with “pressure to stor 


the plunder of the Amazon" 


casually restating the “economy 
versus environment” myth. 

The highly extensive econom 
ic activity in much of the Ama 
zon is indeed of low productivi 
ty, and creates few jobs: logging 
where an entire hectare is bull 
dozed to take the one big tree fo 
plywood; or ranching on poo 
soils that supports only a singhi 
steer per hectare. Both the econo 


. my and the environment get ; 
- raw deal. 


The way out is to recognise th: 
myth as such, and to encourag 
intensified land-use. Yet this cai 
gain momentum only witl 


have been slashed in Brazil's cru 
sade against inflation, Som 
farmers would gladly grow a fex 


hectares of coffee or pepper, bx 


without credit and technic 


nor any part of it may be reproduced, stored in a retrieval system, or transmitted 
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Upstream, the petroleum. industry has seen 


- , engineering achievements whose scale and 
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complexity have few equals. Downstream. 


E we're tackling projects of comparable 


complexity | to give major corporations the 
business structures, systems, processes, 


_values and behaviours that will secure : 
and sustain competitive. advantage. — 


We already work for many of the industry 
leaders i in this Sector. We also work for this 
most international of industries through a 
seamless network of offices that covers 
the EU and beyond. We add value to every 
aspect of our clients’ business performance 
~ from the way they manage financial and 
supply chain processes to the way they 
and their business systems meet customer 
expectations on the forecourt. By integrating 
change across a whole enterprise, we 

make the greatest impact in the shortest 
possible time on its. business performance. 


As. the practice whose reputation for 
delivering results. keeps us constantly 

in the mind of the major players, our 
expertise is in great demand. Which 
means we can offer exceptional 
opportunities to. people who have a deep 
understanding of the way oil and gas 
companies (or companies in an analogous 
industry such as chemicals) function as 
businesses. Specifically, we need people 
from backgrounds such as these:- 


Finance 

With 6-10 years’ experience following your 
CIMA qualification, your expertise will be 
in areas such as value and activity-based 
management, financial process 
re-engineering, systems implementation 
and the management of change projects. 


For more information about careers with the 
































You'll fave experier omoten major change - 
programmes in the key HR disciplines such as 

strategy, systems, organisation and culture change, 
employee re lations and compensation. and benefits. zl 


Each assignment — and you'll handle. many — — will ; 
significantly increase both the breadth and depth 
of your business. knowledge. Backed by constant 
training and development, you' H quickly acquire 
a whole armoury of specific skills that will greatly s 
increase your personal confidence and professional no 
flectiveness. You'll travel extensively and a | 
y language would be desirable. 
rtunities will primarily be based. 
in London however we are also able to offer ' 
bases in other European countries. Your earning 
potential will significantly increase and you'll be 
free to choose. the benefits that mean the most. 
to you from an extensive menu. 











If you are in the Petroleum industry now and. are 
looking for a sigrificant move, or are attracted by — 
the sheer breadth and scope of the sector, please 
send your CV to: Tony Jackson, Recruitment - 
Manager, Price Waterhouse, Southwark Towers, 
32 London Bridge. Street, London SE1 9SY, UK. 
E-mail: Tony C. Jackson @ Europe.notes.pw.com 


Consulis fi irm of Price Waterhouse, visit 










vicious circle: low population 
. density means thinner labour 
^ markets, rendering labour-inten- 


^. give activities still less tenable. 


.. Enforcement of environmen- 
tal laws is certainly necessary, 
especially where illegal logging 
already has a foothold. But the 
alternatives will not magically 
take root without the proper 
institutions. With these, there are 


options available that are both. 
profitable and environmentally 


sensitive, 

Porto Velho, 

Brazil JosHuA SKOV 
RET NUUS OESTE M ERU RENE eee 


A private affair 
Sir—In your otherwise excellent 


ing prostitution, you underplay 
two important points (February 
14th). First, not only is prostitu- 
tion ineradicable, but the en- 
forcement of anti-prostitution 
— jaws, which itselfis susceptible to 
corruption and sleaze, is often a 
. waste of resources that could be 
better used elsewhere. 

Second, the time is simply 
. past for. governments and soci- 
A etiesto presume to prohibit non- 
- harmful, consensual private 
adult behaviour Where a 
. demonstrable harm to individu- 
. als ensues from one aspect of 
prostitution or another, that 
harm should be guarded against. 
Elsewhere, people should enjoy 
the right to do as they will with 
. their own bodies and money, 
. and the myth of public morals 
. should go the way of witch-hunts 
. andinquisitions. 

Wollaston, 


Massachusetts ALAN COUSIN 


. .Sig- You write that “wise men 


will be grateful for the fact that 
changes ... have made free sex 
more widely available... and go 
and buy a bunch of roses.” The 
<- true cost to the consumer of 

. “free” sex, then, is anything but. 
That The Economist should 





upises me. The 


would be an appropriate plat- 


8 





ure. Extensive land-use feeds a. ld be 
make a. fairer comparison with 


summary of the case for legalis- 


apparently advocate a commodi- 
dy Whose male ii been complete- - 


global probes: perhaps the wTO 





other goods and services. 
Amsterdam GEORGE HAWKINS 


SiR—You assume that your read- 
ers have more important things 
on their minds than sex. Give us 
some credit. Although we know 
that money makes the world go 
round, we also know that only 
sex can make the earth move. 

London | RICHARD ASQUITH 


Persecuted - 


Sir-It is true that very few appli- 
cants for asylum in Britain meet 
the necessarily strict criteria 
established under the 1951 uN 
Convention (February 14th). This 
is more an indication of the high 
level of abuse of this precious 


right. rather than. an indication 


that the criteria should be soft- 
ened. The abuse is often con- 
doned or encouraged by interest 
groups or professionals with 
their own agendas to pursue. Our 
record on asylum is actually one 
of the more caring in the world. 
We grant “exceptional leave to 
remain” to a significant number 
of applicants on purely humani- 
tarian grounds. 

Yes, we have a large backlog of 
cases. This is because so many ob- 
viously abusive cases are afford- 
ed a long, complicated and 
expensive legal process of little 
benefit to anyone other than the 
lawyers concerned. This in- 
evitably delays good cases, which 
leaves many deserving people 
suffering unnecessarily for long 
periods. While I was a govern- 
ment minister in the Home 
Office I introduced new technol- 
ogy to help speed up the process. 

You talk of "imprisonment" of 
applicants. Only a small number 
are held in secure environments: 
those who would either abscond 
or pose threats to security. We 
prefer our policing to be at the 
borders rather than within them. 

You missan important oppor- 
tunity to debate the real danger 
in years to come. The movement 
of people has never been easier, 
and the continued imbalance of 
economies produces an irre- 


such | sistible magnetism towards the 
in = West. We should welcome the 
. accession of Central European 


states to the Eu. But if they sign up 
to the Schengen agreement, the 
effective border ofthe Union will 


LS will have t to E better r policed. if 


chaos is to be avoided. Britain’s 
refusal to join Schengen, together 
with our natural borders, affords 


us some protection. But ifweand - 


other nations soften our ap- 
proach to asylum, then this could 
pose a direct threat to peace both 
in Europe and elsewhere. 
TIMOTHY KIRKHOPE 
Former immigration 
and nationality 
minister, 1995-97 


: Avid readers 


Sir—The advanced-payment 
programme of subscription sales 


of the Daily Telegraph has, de- 


spite your comments ("A farewell 
to breasts", January 31st), been a 
success. Circulation has in- 
creased by about 60,000 and an- 
nual operating profit did not fall 
below £20m ($33m). It is now ris- 
ing steeply, and the stabilising 
effects of the subscription plan 
were illustrated in the past few 
weeks when the Times failed to 
approach our market-dominant 
Saturday sales, despite selling at 
20 pence against our 75 pence. 
JEREMY DEEDES 
Managing director 
Telegraph Group 


Pursuing justice 


Sir—In your leader on the UN 
war-crimes tribunal for the for- 
mer Yugoslavia (January 3ist), 
you state: “a similar court set up 
to try the ring-leaders of the 1994 
Rwandan genocide has been 
crippled by uN neglect, a corrup- 
tion scandal and the indiffer- 
ence of the world’s media. Isolat- 
ed in the Tanzanian town of 
Arusha, it has not completed a 
single trial, or won credibility 
with Rwandans.” 

Your information is out of 
date. It is true that the Rwanda tri- 
bunal suffered a crisis of man- 
agement, but that was a year ago. 
In response, a new senior man- 
agement was installed in early 
1997 by Kofi Annan, the UN secre- 
tary-general. Since then, with sus- 
tained support from uN head- 
quarters, tribunal 
have been fully revitalised. Per- 
sonnel and financial manage- 
ment have been revamped, the 
prosecutorial effort re-invigorat- 
ed and logistical and substantive 
support to the judicial organ 
vastly increased—all with notice- 





dal" simply does no “exist here : 


operations | 
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now, if it ever did. Several media 
organisations, including CNN, 
the ssc, Radio France Interna- 
tionale and the New York Times, 
have actively covered our work. 
In comparing the two tri- 
bunals, you ignore the fact that 
the tribunal for the former 
Yugoslavia was created in May 
1993, 19 months before the Rwan- 
da tribunal. Two years is consid- 
ered the average length for trials 
before international tribunals. 
Thus, The Hague tribunal was 
able to conclude its first. full- 
length trial in May 1996, after 
two-and-a-half years of legal pro- 
ceedings. Three trials, which 
began in early 1997, are under 
way in the Rwanda tribunal, and 
two (or possibly all three) will be 
completed this year. 
Furthermore, while still vigor- 
ously pursuing others, the Rwan- 
da tribunal has done well in 
apprehending key figures sus- 
pected ofinvolvement in the 1994 
genocide. In July 1997, seven of 
these suspected  ring-leaders, 
including Jean Kamabanda, a 
former prime minister, were 
arrested in Kenya. They are now 
in the custody of the tribunal, 
ensuring that many of those at 
the top will face justice. A state- 
ment issued by Rwanda's govern- 
ment last July expressed appreci- 
ation for the tribunal's work. All 
this points to a reality that differs 
from the one you depict. 
Acwu UkiwE OKALI 
International Criminal 
Tribunal for Rwanda 


Arusha, 
Tanzania 


Trading places 


Sır—in consideration of the 
recent coverage in your pages of 
the woes of Cuba and Miami, 1 
suggest that the difficulties of 
both places might be resolved 
were Xavier Suarez, Miami's 
mayor, and Fidel Castro to 
switch jobs. Mr Castro would 
undoubtedly bring the benefits 
of orderly and consistent gover- 
nance to Miami, and Mr Suarez 
would be quite effective at intro- 
ducing the intricacies of democ- 


racy to thecitizens of Cuba. 


We in Marathon, halfway 
between the two, would be 
happy to host the exchange of 
leaders, perhaps in a sunset cere- 
mony on the Seven Mile Bridge. 
Marathon, | 
Florida 
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| related issues to. 

E industries and 

| governments in - 

ee over 100 countries 
worldwide, bs 
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Senior Opportunities. for Consultants and A 


Team Leaders 


a! ondon ong Sia or Washington) 


po Wea are looking for world class team 


leaders for our rapidly expanding 


B (poly analysis. and economics work in 
ps ale es sectors: 


Bis Environment * Natural Resources 


We require individuals who can add 


. value to both the clients they advise 


and the team members they are 
responsible for developing. They will 
be in tune with the relevant issues and 
agendas in their field and adept at 
communicating them to others. They 
will relish the challenge of building a 


n practice area within a fast moving and 
competitive environment. 


These leadership skills will be 
supported by the appropriate policy 
analysis essentials: quality consulting 


experience, together with first class 
technical and economic expertise. 


- Energy cud i 
a (London) - 


^ Our fast growing energy practice. 


advises high profile clients on energy 


economics and policy, planning, law 
and regulation. 


We are looking for an outstanding 
individual to help develop this team 
with a view to increasing our UK pres- 


^ ence, particularly in the private sector. 
With excellent economics credentials, 


the successful candidate will have 
already achieved much in the UK ener- 
gy sector- including the environmental 
aspects - and will provide a vision for 
taking the business forward. They will 


have consulting experience within the | 


UK and/or Western Di 


(London or dori) B n . oie 
To meet theg growing demand for work j 
in the ar s of economic and strategy - * 

Ivice, we need to strengthen the team — 
by recruiting analysts in the above = 
sectors. —— : 


| Successful candidates are likely to have 


at least 5 years practical experience in 


economics and policy advice gained in — 


the UK ( USA ¢ or Europe. Consultancy - 


experience v will be an n advantage, 


Rewards | 


If you are titerested i in the challenge of - 
working for ERM, then the rewards are 
high: as part of a major environmental 
consultancy, your clients will be the 
leading companies and governments. 
of the world. And with relocation 
opportunities in the future, the right 
individuals will find considerable 
scope for professional and personal 
development in these roles. 


. Please reply to: 


The Chairman 

ERM | 

8 Cavendish Square 
London 

W1M OER 

Fax: 0171 465 7300 
Email: rb@ermuk.com 





i Substantial salary o 
fuil expatriate package | 


Karnaphuli Fertilizer Company Limited (KAFCO) is a. 100% export- 
the largest ever foreign investment in the country. In addition to t 
multinationals - Marubeni, Chiyoda,. Haldor 


- Dhaka/Chittagong, | 
fn 


yir s ra vr rn orm eet Ma 


oriented multinational fertilizer company and at $550 million, is 
he Bangladesh Government, the project attracted biue-chip 
Topsøe and Stamicarbon and premier Government agencies including OECF, IFU and CDC. 


The Board now seeks to appoint.a seasoned finance professional to lead the substantial finance function and provide commercial 


support to the Managing Director on a range of business issues. 
operation which offers a three-year renewable contract and a firs 


THE ROLE 


N Reporting ta the MD with full responsibility for financial i] 
management and control, advising on operational and strategic 
issues, supported. by a substantial, established team. 


“Driving: the. budgetary and planning process and providing 
prompt and accurate management information to a complex and 


sophisticated investor group. 


Responsible for overseeing the Company's various funding 
requirements, including reviewing hedging. and refinancing 


opportunities as appropriate. 


Leeds 01 13 230 7774 
London 0171 298 3333 © 
Manchester 0161 499 1700 








d AT TONAL 





“BOARD 


10 


poli nies. You ‘will need to be = to guide 


passages, schooling etc.). 


essential, 


THE QUALIFICATIONS 
Graduate calibre, computer literate accountant (preferably 
"ACA. or CPA) with a minimum of three years’ broad financial 
management experience gained in the petrochemical or other 
major process industries, 


Tenacious and robust analyst. 
approach with 
demanding role. 


This is an outstanding career opportunity within a truly unique 
t-class expatriate package (including furnished housing, leave 


Prior developing country experience 


flexible and resourceful in 


the stature to establish credibility in a 


Strong commercial acumen, proven managerial capability and 
effective in a highly international environment. 


Strong 


leadership and interpersonal skills. 


The e dosing date for eae is 16th March 1998. 


Spencer Stuart 


the Board's thinking. on how to focus and 
balance its grant making and co-ordinate 
corporate planning within the Board. 


Your management skills and ability to 


communicate and influence at senior 


- levels, both throughout the organisation 


and with government, trusts and the 
voluntary sector will prove crucial. You 
also know how to listen, and are sensitive 
to the Board's decentralised structure and 
the needs and aspirations of the - 
Countries and the Regions. 


Selector Europe. ; 


CCR SENN EERSTE RAL cd 
Please reply with full details to: 

Selector Europe, Ref. TRB/25262-2/28, 

16 Connaught Place, 

London W2 ZED 





starter, you combine the 
ead and manage a team of 
ted individuals with a successful track. 










“record of managing policy into operations. 


You will have experience of running research 
programmes analysis and possess a gift for. 
writing and drafting reports. At least 5 years’ 
experience in policy planning, analysis and 
research, or strategic planning is essential. 
For further details and an application 
form (despatched 2nd class post) 
please contact the Personnel 
Department, National Lottery Charities 
Board, St.Vincent House, 

16 Suffolk Street, London SW1Y 4NL.- 
Tel: 0171. 747. 5219/5303 (24hour = 
answerphone). Please quote ref: 207/E. : 
Requests for application forms ^ 
must be received no later than 
Friday 13 March 1998. 
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. AS.an experienced steel industry specialist, with a background in 
5: privatisation and restructuring, this is an opportunity for you to 

E “deploy your skills in an international environment with 

a leading consultancy practice with a high profile in the 

F steel industry 

F Your responsibilities will span business development, project 

management and delivery of consultancy services. You wall be 

: responsible for winning and managing a range of proiects 
including: strategic planning and company restructuring, 

privatisation and due diligence, marker studies and 

_ feasibility studies. E 

You will be used to international travel, and to working 

effectively across different cultures and business environments. 

_ Since you will be working in a professional environment, you will 

also be a specialist in one or more of the following discipines: 


g 
f 


| International Management Consultanc 
b . . — Practice Leader - Management Consultancy - Steel Industry B. 
Surrey based with international travel 















OF be in a Corporate position and be looking to deploy your 
skills in a wider environment. 


Business Economist/Consultants 
UK/International Projects 
We also have vacancies for business economists and consultants . 
tO work On projects in the UK and overseas. You will have a 
good first degree and an MBA or equivalent experience in 
industry, infrastructure, aviation or utilities. 


if you meet these demanding specifications, and wish to be 
considered for any of these positions, please write to us 
providing details of your career history, relevant experience 
and salary details to. Jane Taylor, WS Atkins Management 
Consultants, Woodcote Grove, Ashley Road, Epsom, 
Surrey KT18 5BW. B 


economics, business strategy, technology or engineering 







pi EE | ! Closing date: 16th March 1998, 
Currently, you might be in a consultancy role and be iookng for 


career development and senior management responsibility. Committed to Equal Opportunities. 








Helping the Nation spend wisely — 







_ £32,000-£41,000 | - 

+ performance related bonus ] 
The NAO has a reputation for excellence in carrying out Value for Money (VFM) studies. ` 
This new position is to work in the specialist unit which investigates and reports on VFM 
in PFI projects, privatisations and other sales and regulation. 






TOR 











corneas 


Experience of working in transaction teams and of commercial negotiations for the 
financing of major projects, together with relevant financial analytical and computer 
modelling skills are essential, as is the ability to ask probing questions and to negotiate 
and deliver high quality reports to Parliament on complex matters. The position calls for 
persuasive communication skills and meticulous attention to detail. 






We seek a specialist with a background in corporate finance/legal or major accounting 
firm/ banking. Experience gained in the public sector could also be relevant. 






Initial salary is negotiable within the above range and the post will also attract performance- 
related bonuses and other benefits. 

To obtain further information and an application form, please contact our advising] . 
consultants, CJA, 2 London Wall Buildings, London Wall, London EC2M SPP. 
Telephone: 0171 638 0680 or Fax: 0171 256 8501. Please quote reference CPF7017IE. 








Please respond by Monday 16th March 1998. 
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The Post it Office Gronp, b incorporating j Royal Mail, i isa s highly Sons group ol e GE: 
businesses with a turnover of more than £5 billion and a track record of success in both the a 
UK and world-wide. 

_ Joining a small team of economists, you will provide macroeconomic briefing 
and forecasts, as well as playing a leading role in a number of key areas including 


$ en 10r E conomis t at least some of the following: Economic modelling, regional economics, 


international business environment and UK industry prospects. 





ENERGIE | It's essential you havea degree (and ideally a masters) in Economics or a closely related subject. 
© Inaddition, you'll need a minimum of 3-5 years’ ’ professional experience, ideally gained in a 
£3 Ok E £35k business environment. Customer focused with the ability to communicate in a relevant, non- 
technical way to non-economists is a prerequisite, a and you should also be highly numerate 

and fully competent in the use of PCs. | 


This is an excellent. opportunity to develop your career in a best practice environment. 
We offer a competitive inn and overall benefits package including company car and 
private healthcare. | 


To apply, please send your CV rid. details of current salary to Carol Miles, Personnel 
Services, 2nd Floor, 148 Old Street, London EC1V 9HQ. 


: Closing date for applications: 16th March 1998. 


Interviews will be held in the week commencing 30th March 1998. 


er 


Royal Mail is an Equal Opportunities Employer. 
Ot gi 





Suitably qualified applicants witb disabilities will be sbortlisted. 


“ActionAid works with some of the world's poorest communities in Africa, Asia and 
Latin Mee helping. them to help themselves to a more secure and positive future. 


. £39,/12-241 ET London 
e As a full member of. ÁctionAid's S Corporate Directors team, reporting to the Chief A you wil provide 
-. senior leadership in ActionAid's development as a learning organisation, building effective collaboration throughout all parts 
C of our agency. incorporating a gender perspective in all our work is a key concern. 

You will have at least 10 years’ senior management experience in an international and multicultural environment, 
ideally within the development section with proven team leadership, motivational and analytical skills. 
Your expenence in managing organisational - change will be vital in leading the development and monitoring of 
agency- -wide policies, and standards in your respective areas of accountability. 


DIRECTOR OF POLICY - -you will manage a seniorand DIRECTOR OF HUMAN RESOURCES RS 
professional team of Heads of Departments in the areas of ORGANISATIONAL DEVELOPMENT - you wil be. 
advocacy, emergencies, i i pact assessment and education. Your responsible for the management of organi isational change, GO- 
tear wil have tesponsibil ity. for developing global policies and ^ ordinating corporate strategic planning, leading our organisational 
P standards 1 85 yes overal i strategie d erection for ActionAid | in these reviews, developing matrix management models, supervising Our 
8 investments in global internal communications and directing. Our 
global HR policies and standards. Leadi ing.a small and. 
professional team, your proven experi lence- in designing and > 
E inii Aa ee ak with our Regionai gnd an managing agency-wide working groups - responsible a | for a 
Asia, Africa and Lati n America. Refd3gEC . aaan devel Recent issues wii be vi tal. Ref440EC . os 
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perations departient The selected candidate will have 
. Tesponsibility for leading the Bank's activities in selected countries 
- in the areas of pension system reforms, labor market policies, and 
-= Sócial assistance strategies. Other responsibilities will include 
. establishing partnerships with other Bank uni its sand externa’ 
~~ agencies, especially other donor agencies. - " 


-.. Requirements include: an advanced degree, preferably i in 
- economics; at least six years of diversified work experience in 
| these areas, including in European or Central Asian countries; 
> excellent written and communication skills in English; and strong 
_ interpersonal communication skills. East Europe 
- of Central Asian language skills are considered "T D 
. an advantage. 


. Please send a detailed. curriculum vitae, by 

-. March 13, 1998, to: World Bank Recruitment 
Unit, Room S5-033, Job Code: ECSP, 

- 1818 H Street, NW, Washington, DC, ae 

Fax (202) 477-4744 NC 





World 
Bank 





Io. Andina de Pemas o (CAF) is isa multilateral financial institution based in Caracas, Venezuela, which | 
ypment of its shareholder countries by providing multiple financial services to, both 
private and public sector customers, Shareholder countries currently include Bolivia, Colombia, Ecuadcr, Peru and — 
X. Venezuela as well as Brazil, Chile, Jamaica, Mexico, Panama, Paraguay and Trinidad & Tobago. Basedonthe . 

. highest investment grade ratings awarded toa non-sovereign Latin American institution, CAF has also built an © 
excellent reputation as an issuer in the international capital markets, 


supports the sustainable developm 





SENIOR COFINANCING EXECUTIVE - 


The organization is seeking a senior professional to strengthen its cofinancing team. 
Primary responsibilities include contributing to the structuring and negotiation of medium term 
private sector loans and syndicating them to the. international commercial banking community 
in the context of our A/B loan program. In addition, the senior profesional will work on parallel 
cofinancing operations and provide support to CAF's ban trading activity in the secondary 
market, The position reports directly to our Vice-president of Finance and i is bcated at our 
head office in Caracas. 

The ideal candidate shoukl bring in the. folowing experience and qualifications: 

An advanced university degree, preferably in Business Administration or Finance, — 

A. minimum of ten years of working experience in international banking/inance organizations. 
A proven track record of experience with all aspects of syndicating loans in the intemational 
markets, including imited recourse project finance deals. 

Knowledge of the particularities of the A/B ban structure typically used by multilateralinstitutions. 
A sold knowledge of the market for syndicated bans in Latin America. 

in depth knowledge of the region's economies and financial systems. 

Strong social and communicational as well as analytical and negotiating skills. 

Teamwork oriented. 

Bilingua! Engish - Spanish. 


abu - We offer excellent personal. doom perspectives, qualified training, a 


competitive compensation and benefit package paid in U.S. Dollars anda 
th & life insurance bci me for the executive and depenc 
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Suite 030-1500. 
Miami, Fir : id | 39166. "m 
USA URL: http:/www.caf.co 





ASA 
The Advertising 
Standards Authority 








promotes and entürces the highest standards in all 
non-broadcast advertisements in the United Kingdom. 






Vacancies occur from time to time on its 


GOVERNING COUNCIL 


which decides whether advertisers comply with. 
the industry's Ce odes. 









The Chairman, Lord Rodgers of Quarry Bank, 
would be gratefu to hear from anyone who would 
like to be considered for appointment. 










For fuli particulars, please write to him at: 
| ASA, 2 Torrington Place, London WC1E | w 
or Fax: 0171 637 5970. 
















Corporación Andina de Fomento 









SENIOR PROJECT FINANCE EXECUTIVE 


CAF currently seeks to strengthen its Project Finance Group: with an experi 
professional who will, as Coordinator of the group, report directly to: the Vice-president < 
Corporate Banking. Principal areas of activity inckide Infrastructure (roads, ports, water, - 
electricity and power) and Mining, Telecommunications, Oil and Gas, The position is bcated - 
at CAF 's headquarters in Caracas, Venezuela and the es? will involve oss XU 
travel to the regional member countries. 

The successtul candidate should offer the folowing qualifications: 

_An advanced university degree, preferably in business administration or finance. . 

-A minimum of ten years of continuous professional experience in international commercial 
banking/finance. Proven track record of at least five years in successful analysis, structuring 
and negotiation of imited and non-recourse project finance deals in the industries of interest. 

A strong knowkdge of the Latin American economies and markets; strong analytical capabilties 

based on a sold knowledge of quantitative and qualitative techniques of risk analysis and f- 
cash fow modeling; excellent negoiation, business devebpment, sociaiand communicational 1^ 
skils, including experience with multicultural project groups. Bilingual English-Spanish. — | 
if the above criteria meet your qualifications, please send a detailed CV by 

March 20, 1998 to the followirg address: j 
Senior Cofinancing Executive or Senior Project Finance Executive E 
Corporación Andina de Fomento 
4405 NW. 73rd Ave 





























































is LISTENING... 


| ..to WorldSpace: the company that is building and launching the world’ s first 

E -doba satellite-based digital andio broadcast service (DAB). A privately-held, 

| early stage company based in Washington, DC, we are in an exciting and 

aggressive sales/marketing mode as we prepare to bring programming to 
over 4 billion listeners (throughout the Middle East, Africa, Asia, The 
Caribbean and other emerging regions). Currently, we are conducting a 

| search for key individuals who will assume Directorship positions in our 

Programming and Content Department. 


| DIRECTOR OF NEWS & INFORMATION CONTENT 
This highly visible position will coordinate all acquired news and information 

services and will develop and manage the News and Information Services 

for global WorldSpace systems. (Job Code: 298SHDNI) - | 


2 DIRECTOR OF SPOKEN WORD SERVICES | 

|. Our selected Director will will coordinate content produced by outside 
|. entities and identified as WorldSpace Spoken Word Entertainment 
T. Services. Spoken Word content will include radio drama, documentaries, 
talks, games, comedy and other appropriate non-musical material not 
normally defined as news and information. (Job Code: 298SHSWS) 


; DIRECTOR OF CHILDREN'S CONTENT 

| The Director of Children's Content will coordinate content produced by 

. outside entities and identified as WorldSpace Children's Content Services. 

- The Director will develop and manage branded Children's Content for the 
. global WorldSpace system. (Job Code: 298SHDCC) 


.. The positions above will be based out of Washington, DC. Successful 
— candidates will act as principal monitors of content providers’ 

- compliance with the WorldSpace Code of Content and will evaluate 
the competitive position of WorldSpace-assoctated services in their 
- various beam markets. We seek at least 5 years experience in radio 
; programming and/or production in the specific content area for 

E whic b they are applying, experience in station or production 















. Fluency in one or more non-English languages preferred. Positions 
may involve significant international travel. Undergraduate degree 
required, advanced degree preferred. 


CONTENT LIAISON, AFRICA 


The WorldSpace Content Liaison, Africa, will be responsible for providing 
| consistent coordination of programming and content activities in the beam 
^]. areas of the AfriStar satellite. You will maintain records of all services 
offered on the AfriStar satellite, provide assistance to WorldSpace format 
managers working with AfriStar Regional staff in training and development 
| assistance and remain in constant contact with WorldSpace Headquarters 
-| staff. The individual in this position will spend time in Africa and in 

ZH Washington, DC. You will have at least 5 years experience in African. 

|. regional activities, with radio experience preferred. Fluency in one or 
vo] more non-English languages preferred. Undergraduate degree required; 
co] graduate degree preferred. (Job Code: 298SHCLA) | 


We offer competitive compensation and a complete benefits package. For 
. | consideration respond with cover letter, resume and salary requirements, 
j|. indicating job code, to: 


re WORLDSPACE 


ee Resources. » Attn: (Job Code) 
400 N Street, NW * Washington, DC 20037 








EOE © For more information on Mo Apte 
i visit us at. WWW. POOP com — 
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| Fax: (202) 969-6980 * E-mail: jobsinfo@worldspace.com 


' SEEKS ENGINEERING VP 


Broderbund Software's Banner Blue Division, makers of the best-selling 
multimedia products Family Tree Maker, 3D Home Architect and Williams Sonoma 
Cookbook, among others, seeks a talented team player to lead the engineering 
group at our Fremont, CA location. 


Banner Blue has established a decade-long record of consistent growth and 
profits. Combined with Broderbund’s resources and market presence, this is a 
remarkable and exciting opportunity for a uniquely talented software 
professional. 


This highly visible role begins with your ability to provide guidance and direc- 
tion to the Family Tree Maker product team. You will recruit and develop cre- 
ative and innovative engineering personnel while fostering an environment that 
encourages productivity growth and ingenuity. In addition, you will oversee quality 
assurance, user interface design and programming, ensuring that projects are 
completed. on time and within budgetary constraints. It is essential for our 
mutual success that you possess excellent motivational and leadership skills, 
are proficient in programming and code reviews, and are able to integrate new 
technology into products. 


To flourish in this critical role, you will possess a Bachelor's degree in Computer 
Science or related technical field with 10 years' software development experi- 
ence, including 34 years in a managerial capacity Our choice of candidate 
will also have enjoyed past successes in fully developing application software 
products from conception to completion. 


Send resume and cover letter to: Broderbund Software, Inc., Banner Blue T 
Division, 39500 Stevenson Place, #204, Fremont, CA 94539. FAX (510) 
494-2822. E-mail: janet_cherry@broder.com. Visit our web site at- 
www.broderbund.com. EOE. | 


Ve" Broderbund: 




































































































| New York University - 


uM DEAN FOR EXECUTIVE | 
DEVELOPMENT PROGRAMS 


Leonard N. Stern School of Business 


Challenging opportunity available reporting to the Deputy Dean of 
New York University's prestigious School of Business. Incumbent 
will be responsible for spearheading the delivery of high quality non- 
degree Executive Development programs by the School's expert fac- 
ulty to individual and corporate clients around the world. This 
involves working in tandem with Faculty, Center Directors, Admin- 
istrators and others to design and market executive development 
| programs. 








Requirements include a Master's degree or equivalent combination of 
education and experience (Ph.D. degree preferred), along with sub- 
stantial and progressively responsible experience in executive educa- 

| tion or in a related corporate training field. Faculty members also wel- 
come to apply. International and marketing experience preferred. 
Must be a proven manager of human resources (at all levels), financial 
resources and technology. Significant travel required. 


Excellent benefits include free NYU tuition for self and eligible fami- 
ly members. Please send resume with cover letter and salary require- 
ments to: New York University, Leonard N. Stern School of Busi- 
ness, Tisch Hall, 40 West 4th Street, Suite 618, New Forks NY io. 
10012, Attn: Human Resources. = 


NYU ENES ee aa women n and members of Bano g » 





THE ECONOMIST FEBE 




























ening their ex eport.,. agricultural | and 
to further their economic progress and | 
Much of its work is aimed at developing 
abilities in the private sector and promoting 
areas. The work is also significantly of a 
$i visory nature: advising governments and 

| private. sector project sponsors on the technical. and economic 


oe Gi in establishin 
. || industrial base 



























eeu feasibility of particular projects to enable investment decisions to | 


EIE be made and on sectoral policies, strategies and programmes. 


elk Reporting to the Director, EIDD, the Special Advisor will have 
¿o| overall responsibility for the management of the Industrial 
| Development. Department including setting of work priorities, 


- : | the Director and representing the division in international fora. 
"Applicants must be Commonwealth nationals with a post-graduate 


|) degree or equivalent in one or more of Economics. Finance. 


; | Business Administration or Engineering. They should have 
4. j| considerable relevant work and supervising experience in both 
¿© j| public and private sectors and in managing inter-disciplinary work 
{| groups preferably in developing countries, or on developing country 

jj Programmes. Strong interpersonal and presentational skills and 
`> j| ability to deal with complex policy issues, formulate strategic 
. plans, write well and travel extensively is essential, 


“Salary: £53,304 - £66,420p.a. gross, or for overseas appointees 
ine £34,884 - £41,880p.a. net plus expatriate benefits 


For further details and an application form, to be 
returned by 10 April 1998, please contact: 


Da . Chief Personnel Officer, Commonwealth Secretariat, 
e Marlborough House, Pall Mall, London SW1Y 5HX. 
[o IL Fax: 0171 747 6520, Email: G. Mhone@Commonwealth int 


Pension Consultants 


PEDCA is an international development consulting firm providing 

technical advisory and training services to public and private 

institutions worldwide. We specialize in providing advisory services 

to governments who are seeking to reform their countries" pension 

systems. In order to keep apace of our expanding project load, we are 
: seeking candidates to fill long- and short-term positions on consulting 

projects in Central, Eastern and South Eastern Asia, and the Middle 
. | East Candidates should have cones experience in one or more 
<i f ofthe following areas: 


- Computer Modeling 
Computer Programming 
Information Systems 
Pension Administration 
Tax Administration 
Training 


Pension Economics 
Actuarial Science 
Demographic Forecasting 
Systems Analysis 
Regulation of Pension Plans 
Benefits Analysis 


Qualified candidates should have experience in conducting 
international projects and a minimum of 10 years of senior 
management experience. PEDCA is an Equal Opportunity Employer. 
We offer an excellent benefits and compensation package 
commensurate with your level of experience. Please forward your 
curriculum vitae to: | 
Human Resources 
1745 Jefferson Davis Hwy, #507 
Arlington, VA 22202, USA 
Fax: 703-413-6205; E-Mail: PEDCA@ariesgroup.com 


| PEDCA | 
"PRIVATE ENTERPRISE DEVELOPMENT 


. CORPORATION OF ASIA An (Aries Group Company - 
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developing departmental strategy, supervising staff, deputising for | 


IOM international Organizati 
Based in Geneva 


IOM, an usc humanitarian bra i 
over 70 field offices worldwide, is committed 
orderly migration benefits migrants and society. 


The Head of the Staff Development and Training. ini 
elaboration of the human resources development 
Organization, in particular: identifying and establishing: staff 
training needs, programmes, priorities and plans; organizing an ; 
development and training sessions; managing the training budge dinatii 
the implementation of the competency-based performance appraisal ystem, 
including career and staff development plans. The successful candidate 


* have an advanced Gnpversity degree im ees Behaviour, Sor 
Sciences or Education. ji 














have several years of experience in: the area. ot Hainan kania Management: : 
in a public or private organization; with proven ability to conceptualize. anc 
implement staff development and training programmes; have experience in 
competency-based performance management systems and knowledge. of 
modern Human Resources concepts. 


be fluent in English with good working knowledge of French and/or Spanish 
possess and demonstrate excellent analytical. and writing skills, leader 
communication and people management Skills; have awareness of ge 


issues and demonstrated ability to work in a multicultural environm 
interacting with staff at eli levels. 


IOM offers an attractive international salary and benefits package. Only. nationals 
from IOM Member States are eligible to apply. 


Candidates meeting the. above criteria should submit detailed curriculum vitae 
later than 20 March 1998,20: 


Staffing Unit, Human Resources Division, IOM, P.O. Box n o 
1211 Geneva 19, Switzerland | 
IOM web-site is: http:/www.iom. ch 


CANDIDATES WILL BE CONTACTED ONLY IF THEY ARE UNDER - 
SE ERIOUS CONSIDERATION 


international Irrigation Mitaresnd Institute 
Post Doctoral Scientists 


The International Irrigation Management Institute (IMD sesks: two 
Post Doctoral Scientists to fill the following positions. Both: 
positions will be based in.Sri Lanka. | 


IIMI is an autonomous, non-profit international research institute 
supported by the Consultative Group on International Agricultural 
Research (CGIAR) and headquartered i in Sri Lanka. IIMI's mission 

is to improve food security and the lives of poor people by fostering. 
sustainable increases in the productivity of water used in agriculture: 
through better management of irrigation and water basin abc Ps 


e Agricultural or Resource Economist - 16 carry out research | 
related to improving the productivity, of water in-agriculture. 


Management Scientist - to carry out research dealing with 
institutional and management issues related to improving 
irrigation and water resource systems. 


Full details regarding the above positions are available on the IIMI 
website http://www.cgiar.org/iimi 


Applications: Please forward a resume, list of publications, and the J 
names and addresses of three referees to the Director of Finance and © 
Administration, HIMI, P.O.Box 2075, Colombo, Sri Lanka. ` 
Fax (94-1)866854, E-Mail:d.governey@cgnet.com. Applications - 
will be accepted until 16 March 1998 or until the position is filled. . 


IMI is an equal oppertunity employer and wishes to furth 


diversify its staff. group in terms of both gonder and | nationali 
















come to the fair! The biggest industrial fair 

in the. world, in fact, with í, 000 exhibitors gathered 

| from 69 di fferent countries, covering the whole 
spectrum. ot technologi ical trends and advancements. 


D. The fairs’ fair principle 
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| with America and a 
< Ao score ofi its allies over United Nations 

5 weapons inspections in Iraq, it was Saddam 
. Hussein who blinked. The agreement that 
.. Kofi Annan, the UN's secretary-general, has 
_ brought back from Baghdad—Iraq’s written 
ge pledge to provide immediate, unconditional- 
. andunrestricted access to all suspected weap- 
ons sites—demonstrated the value, as this 
= soft-spoken man of peace put it, of *diplo- 
. -macy backed up by firmness and force”. But | 
- while the threatened air strikes against Iraq 
- have been called off for now, the bigger battle 
vds is far from over (see pages 23-25). 
` After all, Mr Hussein has spent the best 
da patt of 20 years trying to build, borrow and steal the makings 
. Of weapons of mass destruction. He is not going to give up 
.. now. If the inspectors do succeed in frustrating him, it will 
_ not be because of the piece of paper Mr Annan brought back 
-from Iraq, but because the Security Council has rediscovered 
... the collective will to see the job through to the bitter end. Such 
+ will, however, has yet to be demonstrated. 

... No one could accuse Mr Hussein of being a man of his 
. word. In the past, he signed the treaty banning the spread of 
. nuclear weapons, while secretly trying—almost succeeding— 
- to build them anyway. He put Iraq's name to the convention 
. outlawing biological weapons, but clandestinely brewed up 
huge germ stocks, filling special warheads with some of the 
most awful substances known to science, ready to fire at the 

_ Western-ed coalition that drove him out of Kuwait, at Israel 

and at his Arab neighbours. In return for a ceasefire in the 

Gulf war and an eventual lifting of economic sanctions, he 

-promised to hand over all weapons of mass destruction 

-speedily to inspectors from the UN's Special Commission on 

Iraq, UNSCOM. Seven years on, he is still hanging on to his 
most devilish weapons. And since he has already promised, 
more than once, to co-operate fully with the inspectors, the 
risk mustbe that the modest compromises made to get him to 
repeat that promise to Mr Annan have merely stored up more 
trouble for the future. 

So has Mr Hussein won something after all from this cri- 
sis? What he seems to want is for the Security Council to lift 
economic sanctions quickly, while he manages to neuter 
UNSCOM sufficiently to hang on to at least some of his chemi- 

. caland biological weapons. On both counts he has failed, this 

time. Yet UNSCOM's work will be hampered somewhat by the 
more cumbersome arrangements needed to inspect Mr Hus- 
sein's palaces. And Iraq will no doubt try to deal directly with 

_MrAnnan, by-passing UNSCOM's chief, Richard Butler, when- 
_ ever itcan. Mr Annan would be foolish to allow himself to be 
_ drawn into that trap. Only credible i inspections, according to 
rict UNSCOM procedures, can show convincingly that Iraq 
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i Mr "Hussein s chest E even. other 
more sympathetic to Iraq are unlikely to at- 
tempt to lift them soon. 
Can Mr Hussein find greater solace in the 
wider damage this crisis has done? Undoub 
edly, dissatisfaction has intensified in tl 
Arab world—and not only there—over Amer 
ca's failure, or inability, to put similarly effe 
tive pressure on Israel's government to sti 
to its peace agreement with the Palestin 
Yet few Arab governments relish the pi 
of Mr Hussein brandishing biological weapons, or be 
that a rampant Iraq would advance the cause of peace in tt 
Middle East by one millimetre. : 
Even the cracks that Mr Hussein had managed to open up 

in the Security Council when this crisis erupted last autumn— 
with America and Britain insisting that he stop. blocking 
UNSCOM's inspectors or else, and France, Russia and China 
backing away from a confrontation—closed. sufficiently, in 
the face of Iraq's belligerence, for all five to insist that th 
weapons inspectors be allowed to continue their work un 
dered, for as long as it takes. The question now is wheth 
council can hold together solidly enough around thi 
paired consensus to bolster UNscom’s chances of complet 
its task—or whether Mr Hussein will succeed once more i 
damaging the repairs that have been done. | 


All still to play for 


In the end, who wins and who loses from this crisis will ? 
decided by the lessons the outside world is prepared to learn. 
One is that the crisis might not have come about if all mem- 
bers of the Security Council had kept a vigilant eye on Iraq's. 
misbehaviour. Turning a blind eye, as some tried todo, inthe — 
hope of taking an independent turn on the world stage or - | 
scooping up lucrative contracts with Iraq, only emboldened 
Mr Hussein to behave badly. | 
Another lesson, so clearly demonstrated this week, is that — 
diplomacy alone cannot crack tough nuts like Saddam Hus- 
sein. He has repeatedly defied the Security Council and has. 
counted on getting away with little more than a wordy slap 
on the wrist. Clearly, what got his attention this time wasthe . : 
credible threat of sustained bombing in an effort to do from ~ 
the air the job that the inspectors were being prevented from. 
doing on the ground. Just as clearly, that threat will have to. 
remain for some time—until UNSCOM is shown to be gettin 
the co-operation it needs from Iraqi officials. p 
Yet the Security Council could still contrive to. lose 
gains that such toughness has now brought. A coun i 















































bers are reluctant to agree. Without such firmness, however, 
Mr Hussein will calculate that as time passes the limited sup- 
| d America garnered this time to meet his truculence with 








managers say 


i I: IS nearly 40 years : since Theodore Levitt, a Uo: at 
A Harvard, coined one of the great management clichés: “the 


- taking the idea seriously. Making good products i is all very 


- ers, so that you can sell them exactly what they require in just 
- the way that suits them best. The new secret of success is distri- 
bution, distribution, distribution. A lot of money and effort is 
-: being staked on this idea, so it had better make sense. 
. Consider the Pc and the car—what better products to rep- 
. resent the age? In both industries, managers are no longer de- 
` voted to mere widget-building. Compaq, whose manufactur- 
. ing skills helped push it to the top of the pc business, has bid 
$9 billion for Digital Equipment Corporation. It wants Digi- 
. tal's expertise in making large computers—but it also lusts af- 
ter its direct sales force and services business. The deal is as 
much about finding new ways to sell.and service computers 
as it is about making them. Over in Detroit, meanwhile, 
America’s big car makers also find their attention wandering, 
to the revolution in car retailing. Some 850 dealerships have 
gone out of business in America in the past five years. Old- 
fashioned single-brand dealers seem doomed; the only ques- 
tion is whether they will be bought by the manufacturers or 
_. by big multi-brand independents. 
The list goes on. In the entertainment industry, most of 
the big studios have bought television networks, as Disney 
did with ABC, or set up their own. In consumer goods, Mc- 
Donalds is buying its franchisees, Coca-Cola and Pepsi their 
bottlers. Microsoft is obsessed with distribution, pouring bil- 
. lionsinto cable rv. Even in the pharmaceuticals business, it's 
the same: the plan to merge Glaxo Wellcome and SmithKline 
Beecham, abandoned this week (see page 65), had distribu- 
tion, among other things, strongly in mind. 

As a rationale for all this, “get closer to your customer" 
- seems fine, if vague. To bolster the case, managers offer other 
£ arguments. as well. These days profits in pure manufacturing 
. are harder to make, they emphasise. The best widget-making 
t ch: ologies are available to every producer: any old factory 
can make top-qu ioods. That is why other sources of in- 
“come must be | oun nd where better than in distribution? 
| It sounds all right, but think again. In some industries it 
. may be true that profits are harder to make than before, but 
this is irrelevant. Regardless of their profits, manufacturers 
should move into distribution only if they can do the job bet- 
ter for themselves (elimi ning duplicated costs, exploiting 
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ae fale the new rules sudes Somé SUD Comal mer- 


Sovereign consumers 


> In business these days the key to success is to understand your customer. Or so 


“customer is king.” Only now, you could argue, are businesses 


-. well, eager young managers will tell you, but it is no longer 
. enough. What counts today is getting closer to your cuüstom- - 


cd are not t rebuilt The : monitors ; wil dede every bit as 
much support as UNSCOM does. If the Security Council buck- 
les or bends now, it cannot hope to summon the will to check 
Mr Hussein's weapons ambitions in the future. 








synergies and what have odi or if they can thereby rig the 


= market (say, by hampering other producers’ access). In the first 


case, shareholders and the economy at large are better off; in 
the second, only shareholders gain. But if neither is true, the 


manufacturer-cum-distributor will at best add ordinary prof- 
its from distribution (acquired at a price) to old profits from 
i manufacturing—and i in short will be bigger, but no better off. 


Producer, know thyself 


In practice, the search for market power is plainly a spur. Hol- 
lywood studios buy cinemas and Tv channels partly to stop 
them showing rivals’ products. As a mere manufacturer, Bill 
Gates's business practices might already be described as ag- 
gressive; were he to become the whole wired world's gate- 
keeper, as he would like, they would surely be more so. In such 
cases, shareholders, at least, should be happy. Yet in both 
movies and software, and in some other industries, the tim- _ 
ing ofthe new idea looks questionable. Channels of distribu- 
tion are multiplying. Buyers may be paying top dollar today. 
for delivery systems whose value will shrink tomorrow. Soon, - 
perhaps, the product will once again matter to the exclusion 
ofeverything else; owning the best drug patents, film rights or 
software designs may once more be all that counts. 

In any event, as another management fashion decrees, 
firms do well to concentrate on "core competences". How 
many manufacturers can regard distribution as one of those? 
True, producers may prove to be efficient distributors if they 
can gather and use information about consumers that would 
otherwise have gone to waste, but this will be easier said than 
done. And the skills that are needed to be good at manufactur- 
ing are different from those required to be good at distribu- 
tion. Compaq’s hard-driving culture suits production, but 
impatience may be less useful when it comes to dealing with 
Digital's big corporate clients. Oil companies have had a fam- 
ously hard time combining the scientists, engineers and ex- 
plorers who work in their "upstream" divisions with the mar- 
keting men and garage owners "downstream". 

The greatest danger of all is that if greater effort and re- 
sources are applied to distribution, the product itself will be 
neglected. In the end Disney's future depends on how good its 
programmes are rather than on whether it owns a distributor. 
The spoils that will accrue to the first car maker to produce a 
good electric car will be huge, even with distribution left to — 
others. And soon. A lot of manufacturers will rue the day Seti 


attention shifted from Pee line to ana window. 
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: Japan' s feeble e economy needs a boost 


T 'HE Japanes government’ S latest "fiscal package" un- 
4 veiled on February 20th failed to impress the govern- 
ments of th big industrial economies. The task of reviv- 
ing Japan’ s lifeless economy has again been postponed, till 
_ the summer at least. America and Europe are right to tell Ja- 
. pan to stimulate demand. But they should also remember 
that fiscal policy. can sometimes play a useful role in their 
-Own economies. 
-= Amazingly, Japan’ s fiscal policy remains is slightly contrac- 
. tionary, though far less so than in 1997. Most forecasters ex- 
ect little grow hin Japan this year, following growth of only 
ar, on average, since 1992. There are renewed fears of 
s-style debt deflation, where falling prices increase 
- firms’ debt burdens and depress demand further. Interest 
.. tates, already close to zero, cannot go much lower. So the obvi- 
-ous solution—obvious to anybody outside Japan—is to cut 
taxes or boost public investment. 
— .. The government says it cannot afford a big stimulus be- 
-~ cause its finances are perilous. It is true that Japan’s gross pub- 
lic debt has risen to 87% of GDP (even 100% by some mea- 
ures), but net debt (including accumulated social-security 
` Surpluses) amounts to only 18% of Gpr, the smallest among 
- the G7 economies. The general-government budget deficit (ie, 
so including social security surpluses), 242% of Gpp, is small- 
- er than its European counterparts. Rightly, the Japanese are 
| worried about the future pension liabilities implied by their 
_ rapidly ageing population. But now is not the time to sort the 
problem out. Far better to cut the budget later, when the econ- 
omy has recovered its strength. 
~ Just now, in fact, Japan is a textbook case of a country in 
need of fiscal stimulus. Confidence is so weak that firms and 
" households are unwilling to borrow even at record low inter- 
est rates. There is little risk that government borrowing will 
"crowd out" private spending—the standard argument, usu- 
ally justified, for fiscal ont as important, however, is 



















The real risk in banking 


Bad lending is a much bigger problem than market turbulence, and regulators - 


need to change their approach to it 


TORIES about rogue traders losing fortunes in the securi- 

. AJ ties markets make good reading. But the attention that 
“such cases attract can obscure an important point. Much the 
— biggest risk facing commercial banks is the oldest and most 
humdrum risk of all—not that of guessing badly the price of 
. some security, but that of lending to somebody who won't 
‘pay up. Just compare recent, high-profile trading losses at 
„banks such as NatWest, uss and even Barings (all amounting 
“to less than $15 billion) with the damage caused by reckless. 
a lending at Crédit Lyonnais i in the 1980s (more than $20 bil- 
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the form any stimulus takes. A temporar 
announced by the government in Decen 
be saved than spent. A permanent cut- 
Japan’s inefficient income-tax systen 
likely to spur activity, thus bringing shot 
economy as well as Haproving its NE 


A broader lesson . 2M 
Japan is the patholog ical case, but ot ei 
seem unduly bound by fiscal conservatism. ? 
fears about crowding out to mean that bud 
and only interest rates should be used to ste 
rule is balance your budget or reduce borrowing be Ov 
ceiling, such as the 3% of Gop which has been laid do 
one ofthe entry conditions for Europe's monetary union. 
It is true that monetary policy is generally better suited. t 
managing demand. Interest rates are easier to change qu 
than budgets. And it is also true that too much governm 
borrowing harms ecoromies. But budgetary policy still has 
useful role to play, on occasion, in dampening the business 
cycle. When EMU goes ahead, and they lose the power to s¢ 
national interest rates, European governments will. nee 
more—not less—fiscal flexibility to avoid deep recessions. - 
Given the expected growth in their debt as pension bills 
rise, governments are right to aim for a budget surplus or bal- 
ance over the cycle. Again, this need not prevent swings into. 
deficit in times of recession—or heavily into surplus when ài 
economy is overheating. Britain's government slipped up b 
not raising taxes more last year to squeeze consumer spend 
ing. Relying on interest rates and hence a stronger pound to 
cool the economy has put a needless strain on manufactur- 
ing. Yet sensible people can disagree about fiscal policy in 
Britain. It is in Japan tbat the case for a blind fiscal conserva- 
tism has been reduced to an absurdity. Other govermmens 
should ponder the example, and remember it. 
















































lion) or by Japan’s and East Asia’s banks ever since (hundreds UE 
of billions). Forget the whizz-bang technology of modern fi- 
nancial markets: Asia’s financial crisis confirms that it is still iE 
loans, not trades, that pose the greatest threat. » 

The question is how this threat should be managed. No | 
body denies the importance of requiring banks to hold capi- 
tal as a protection against losses. What is harder to say is how 
much. Global rules were established in 1988, when the Basle 
Accord called for banks to retain capital equal to 8% or 
of their “risk-weighted” assets (ie, loans). The accord o 
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many countries to strengthen regulation and to close their 
weakest banks. Partly because of that, most big banks are 
much better capitalised today than they were in 1988. 

The Basle regime was an improvement on what went be- 
fore—but it is far from perfect. The risk-weightings that the 
rules attach to different loans are crude. A bank must hold the 
same capital against a loan to General Electric as against a 
loan to a personal borrower, even though the first is far safer. 
The rules also deem GE riskier than the governments of, say, 
Indonesia or Russia. So some banks are forced to hold more 
capital than they need, and some encouraged to hold less. 


A model solution 


Most regulators agree that change is needed. What form 
should it take? A good alternative is coming from banks 
themselves. Many already measure risk using their own for- 
mulae, far more refined than the Basle rules. Banks such as J.P. 
Morgan and Credit Suisse have built and published sophisti- 
cated computer models which show the maximum likely loss 
on portfolios of many different loans, thus allowing the need 
for capital to be judged more precisely. 

Regulators have accepted the use of such models in man- 
aging the risk of trading securities and derivatives. This is a 
recent thing, but seems to be working well (see page 84). 
However, they worry that "credit risk" is harder to model than 
“market risk"—and so it is. One reason is lack of information: 
banks guard their data on past loans, whereas the prices of 
securities are public. But this and other obstacles are not insu- 
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perable. The biggest banks already have adequate data, and 
are learning how to plug the remaining gaps (by studying bor- 
rowers' equity prices, for instance). 

Under a model-based regime, the regulators’ role would 
be to approve each bank’s credit-risk model, and to make sure 
that the models’ recommendations were being acted upon. 
Why not let regulators themselves develop a more sophisti- 
cated formula than the Basle rules, and then impose it across 
the board? That would be all right if all banks were the same, 
but they aren’t, and shouldn’t be. From this it follows that the 
onus of more sophisticated risk-management must be on the 
banks themselves—albeit with a clear requirement to con- 
vince the regulator that their chosen method is both adequate 
in principle and working in practice. Strong sanctions (fines 
and public disclosure) should be applied against failure in 
either respect. To succeed, this model-based approach must 
not be soft, nor seen to be soft. 

Allowing every bank to use its own formula straight away 
would be rash. But regulators could move cautiously in this 
direction by accepting, to begin with, the best models. That 
would encourage other banks to improve their own proce- 
dures, and in due course propose them to regulators. For 
lending in emerging markets, where the information re- 
quired by this approach is sparse and of poor quality, regula- 
tors could still encourage the use of models, while recognising 
the extra risk by adding a thick margin to the capital they 
deem necessary to cover accidents. Move carefully and gradu- 
ally by all means—but this is an idea worth trying. 





Kim-the-idolised 


Now the hard part begins for South Korea’s new president 


S hail him as the "Nelson Mandela of Asia". As Kim 
Dae Jung was sworn in on February 25th to become South 
Korea's new president, choirs sang, 1,500 doves were released 
to a 21-gun salute and Michael Jackson gave him a hug. Not 
unlike South Africa's revered president, in his time Mr Kim, à 
veteran democracy campaigner from South Korea's decades 
of military rule, had been hounded, almost assassinated and 
imprisoned—before winning the presidency in last Decem- 
ber's election. True to his image as a man of the people, on 
inauguration day he led a symbolic parade of tens of thou- 
sands of ordinary citizens through the streets of Seoul near 
the country's troubled financial district. If he can break the 
grubby links between business and politics that last year al- 
most brought South Korea to its knees, he will indeed win a 
place of honour in the history books. But Mr Kim will find the 
struggle is all uphill from here. 

Simply the fact ofhis election, a man ofthe political oppo- 
sition, represents a potent break with the past. As president, 
Mr Kim promises a new style of democratic leadership: no 
more authoritarianism dressed up in “Asian values", but 
rather new political freedoms alongside much-needed eco- 
nomic changes. There is even a prospect ofa thaw in relations 
with prickly and dangerous North Korea, although Kim-the- 
realist sees reunification as being at least a decade away. More 
immediately, Mr Kim has emerged as the East Asian leader 
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most forthright in getting to grips with the economic and fi- 
nancial crisis that has raged through the region. 

As merely president-elect, he pushed through reforms re- 
quired by the IMF as part of the $57 billion bail-out it ar- 
ranged for South Korea. The formerly ruling Grand National 
Party, which still commands a majority of seats in the Na- 
tional Assembly, was persuaded to back measures to clean up 
the financial sector, allow firms to sack workers and ease com- 
pany takeovers. With Mr Kim's popularity surging to record 
levels, even the country's notoriously rebellious trade unions 
agreed to toe the new line. Many South Koreans believe that 
Mr Kim has already pulled their country back from the brink. 
And therein lies his problem. 


Down to earth with a bump 


Already the sense of national urgency that allowed Mr Kim to 
get this far in tackling his country's financial woes is starting 
to fade. Barely two months ago, South Korea was within days 
of going broke. Now there is a feeling that the worst is over. 
True, many foreign banks have agreed to roll over some of the 
more than $150 billion of foreign loans amassed by South 
Korea's banks and companies. But plenty of worries remain, 
not least about another $50 billion or so of liabilities run up 
by these firms' overseas subsidiaries. 

Meanwhile, Mr Kim faces stubborn resistance to change 
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from the mighty chaebol, the huge conglomerates that domi- 
nate South Korea’s economy. But haven’t the weakest already 
gone bust? No: Kia, a car maker which “collapsed” last au- 
tumn, is continuing to make cars even though the industry 
wallows in over-capacity; Jinro, which makes soju, a Korean 
liquor, was supposed to have gone out of business last April, 
but brews on merrily. These firms, like many others, are being 
kept alive by banks continuing to feed them credit—just as 
many of Japan’s sick companies have been kept on endless 
life support, sucking vitality from the rest of the economy. 
Even the consolidated accounts which the chaebol are 
supposed to produce next year—to force them to reveal their 
Byzantine structures, true levels of profits and losses, and se- 
cret subsidies to subsidiaries—may yet be subverted by some 
firms to disguise who owes what to whom. If this is allowed to 
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happen, other reforms, such as improved shareholders’ rights 
and efforts to boost the role of small and medium-sized firms 
in the economy, would come to nothing. It is not enough to 
churn out reforms. Mr Kim also needs to see they are en- 
forced, if South Korea is to pull itself out of the mire. 

But here the realities of political life may yet work against 
him, allowing the country to slide back towards the precipice. 
The National Assembly has already shown clear signs of turn- 
ing hostile: the Grand National Party has started to dilute 
some vital reforms; this week it refused to confirm the ap- 
pointment of Mr Kim’s choice as prime minister (see page 31). 
Yet Mr Kim knows he must deliver the bitterest medicine 
swiftly, while his popularity is high. Come the summer, as 
more factories close, unemployment climbs and prices rise, 
his halo may start to slip. 





Britain's missing reformers 


The Conservative Party is failing Britain—and itself—by refusing to make 
constructive proposals of its own on constitutional change 


RITAIN has embarked on the most ambitious overhaul of 
its political institutions in more than a century. Almost 
everything is up for grabs: regional devolution, the electoral 
system, the make-up of Parliament’s second chamber, the 
rights of citizens, and the role of the judiciary. Not everything 
will be done; some reforms may prove half-baked; and the 
paradox is that such efforts to limit and codify the powers of 
the state are being made by a Labour government which in 
other respects is widely considered rather bossy. Yet the most 
remarkable thing ofall is that the party which has stood, tradi- 
tionally, for restraining the powers of the state is now impla- 
cably opposed to any and all reform. Indeed, the Conserva- 
tive Party, the nation’s official opposition, has almost nothing 
useful to say about what amounts to a revolution in the way 
Britain will be governed. 

In a speech this week William Hague, the Conservatives’ 
young new leader, was supposed to put that right. He would, 
it was said, at last abandon the Conservatives’ diehard de- 
fence of the constitutional status quo. He might outline his 
party's own agenda for constitutional change. He might even, 
it was hinted, propose a "federal" alternative to Mr Blair's re- 
gional devolution plans. In the event, Mr Hague did none of 
these things. Although his speech was entitled "Change and 
Tradition: Thinking Creatively about the Constitution", it ex- 
hibited hardly any thinking at all, much less the creative kind. 

Mr Hague conceded the obvious: the status quo is being 
swept away by Labour's changes. Continuing to defend it is 
pointless. But he then went on pretty much to do just that. The 
only specific policy he committed his party to was opposition 
to any change in the method of electing the House of Com- 
mons. There are worthy arguments for retaining Britain's 
first-past-the-post system of electing MPs (also embraced by 
many in the Labour Party). But Mr Hague failed to make these 
arguments, claiming implausibly that having a minority of 
voters choose the government is the epitome of democracy. 

There are political explanations for Mr Hague's timidity. 
In the wake ofthe Conservatives’ humiliating defeat last May, 
heonly narrowly won the leadership as a compromise candi- 
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date. He has yet to stamp his authority on his party, which is 
evidently still reluctant to perform a wholehearted u-turn on 
constitutional reform (see page 62). Nevertheless such cau- 
tion is costly—both to the Conservatives and to the nation. 


Opportunities missed 

With Labour adopting so much of the Conservatives’ eco- 
nomic and welfare agenda, the party has been marginalised. 
But on constitutional issues the Conservatives could claim a 
right to be consulted—if that is, they had something to say. Mr 
Blair is already consulting the Liberal Democrats, Britain's 
third-largest party, and cross-party consultation on constitu- 
tional issues is supposed to be the prevailing convention. If 
the Conservatives demanded to be consulted too, it would be 
wrong of Mr Blair to refuse them. By choosing instead to op- 
pose every change being considered, and offering no im- 
provements of their own, they are making it easy for Mr Blair 
to brush them aside. They are also confirming the view of 
many voters that the Tory party no longer matters. 

The loss to the nation is more serious. When one party 
leads an exercise in constitutional change, it is bound at times 
to beswayed by party advantage—as has already happened in 
the setting up of the Scottish and Welsh assemblies. Active 
participation by the Conservatives, even if full agreement 
could not be achieved on every change, would make the out- 
comes more equitable, and probably more durable. 

When in office the Conservatives made big constitutional 
changes of their own—transferring significant powers to the 
European Union and vastly reducing the role of local govern- 
ment—while denying that any of these changes were “con- 
stitutional". The time for such pretence is over. A bill of rights, 
a rejuvenated second parliamentary chamber, devolution to 
the regions—it is a scandal that all these limits to the scope 
and power of central government are being opposed, rather 
than championed or at least shaped, by a Conservative Party 
which professes to loathe big government, and to cherish in- 
dividual freedoms. 
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rtlisting of - Fina an cial: advisers and transaction agents 
Govern iment of. Bulgaria wishes to appoint international financial advisers 
and t transaction n agents t to » handle the sale of the following "Pools" of companies 





R 1 "n aae assets in 
7 Pool name AE Short details | . US dollars at | 
IE MM | exchange rate of 31.12.95 


E Balkankar Holding _ Nineteen companies E 719, 000 


| Chemie al industry Four companies | 18, 748, 000 - 


| Electronics industry à Thirteen companies in the | 21, 138; 000 
! à Inkoms Telecom Holding group i 


| ` Machine tools and Five companies 47,133,000 
| metalworking ` | 
* Metallurgy | | | Four companies | 45; 680, 000 


| Seven hotels and tourism 
| complexes - 





Tourism and hotels | 22,291,000 


Coniiortia oti inve estment binis ind oaa sib aean experience are invited to bid for the 
roles. of financial advisers and transaction agents for the privatisation. and sale of the above 
pools. Consortia and their individual members may participate in a maximum of three bids. 
Remuneration will be based on success fees only (subject to certain safeguards, including a 
minimum fee). Bids are required to be presented i in Sofia by 5 p.m. Sofia time on 31 March 
.1998. Itis expected | that Heads of Agreement will be si igned with the successful consortia very - 








| on the process (including the Terms of Reference m further detai Is of the 


| i businesses for : e) is av ailable on the Web site ofthe Privatisation Agency, which is 1S: 








? Playing on the brink 


BAGHDAD, CAIRO, JERUSALEM, KUWAIT AND WASHINGTON, DC 


. America and Iraq have stepped back from conflict. The question is for how 


| - long, and with what results 


66 T HE government of Iraq reconfirms 
i its acceptance ofall relevant resolu- 
tions of the Security Council.” So begins the 


“memorandum of understanding” signed - 


on February 23rd by the UN secretary-gen- 
eral, Kofi Annan, and Iraq’s equally urbane 
deputy prime minister, Tariq Aziz. To that 
is coupled an Iraqi commitment to grant 
inspectors from UNSCOM (the UN’s special 
commission on Iraq) and the International 
Atomic Energy Agency “immediate, un- 
conditional and unrestricted access” to any 
site suspected of containing chemical, bio- 
logical or nuclear materials for use as 
“weapons of mass destruction". In re- 
sponse, America and Britain have cau- 
tiously-almost —_ reluctantly—suspended 
. their threat to bomb Iraq’s President 
Saddam Hussein into compliance. As the 
Middle East almost audibly sighs with re- 
. lief, Mr Annan can surely count his four- 
_ day trip to Baghdad a diplomatic triumph. 
. Exactly how valuable a triumph. re- 
fam mains sto be seen. Certainly it is qualified: | 
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as Mr Annan, brushing aside Mr Aziz's con- 


tention that Iraq had not been affected by 
America's “sabre-rattling”, noted at his 
press conference in Baghdad: “You can do 
a lot with diplomacy, but you can do a lot 
more with diplomacy backed up by firm- 
ness and force." 

That force, gradually assembled since 
January 13th, when Iraq refused to allow an 
American-led UNSCOM team to work un- 
hindered, is considerable: America has 20 
ships, including two aircraft carriers, in the 
Gulf, along with 30,000-odd troops and 


more than 160 combat aircraft (another 50 


are in Turkey); Britain's contribution is one 
aircraft carrier, around 20 combat aircraft 
and 2,500 men; even smaller contingents 
have either arrived or been offered by the 
Netherlands, Australia, Canada, Poland 
and others. Such is Saddam Hussein’s repu- 
tation for deceit, such is America's expecta- 
tion that another challenge to UNSCOM will 
otherwise be inevitable, that much of this 


force will remain in the area—whatever the 


this week tok fora n new UN fale 


"Bias. have their doubts), it may well be in 
ces . For all the euphoric cheers tha 
\ E in | New York, the fact is that the Iraqis, too 
A «an take comfort from the memorandu 


). *presidential sites", one of which has so 
/ 300 buildings, shoul d be off-limits 
. UNSCOM;that UNSCOM should has = 


‘missioner also appointed by Mr Anna 


tionally counts as friends. Seven years ago, 


E explicitly backed America’s threat of 
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| (for emphasis rather than legal necessity) t 
allow the rapid use of force. Should. rag 
again thwart UNSCOM's efforts. — 
Af passed (the French; Chinese and Ri 
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pendent" inspectors instead . 
Americans; that there should bea deadl 
(60 days, the Iragis a for UNS 
to finish its work and so allow the lifti 
the economic sanctions that have mad 
pauper of proud and prosperous Iraq. 

But in return Mr Annan’s documei 
“reiterates the commitment ofall UN m 
ber states to respect the sovereignty and te 
ritorial integrity of Iraq"—and provid 
that the UNSCOM experts inspecting. 
presidential sites will be accompanied 
senior diplomats appointed by Mr Ann 
The diplomats and experts together wi 
part of a "special group”, headed by a co 














































Reading between the document's lines, A 

Hussein doubtless sees plenty of space t 
play tricks with uNsCOM's experts by a 
pealing above their heads. No wonder the 
approval of Mr Annan's triumph has been 
merely lukewarm from President Clinto 
and Britain's Tony Blair: they can argue 
that Saddam Hussein blinked first—but : 
they know he survives to irritate, even: et je 
danger, them later. 


America's friends, past and present | 
He also survives to gather more plaudits ds 
from the Arab “masses”, and sò embarrass 
those Arab leaders whom America tradi- 


when the United States mounted its ~ 

"Desert Storm" to drive Iraqi invaders out 
of Kuwait, many Arab leaders contributed: 
troops to the American-led coalition force.. 
This time was very different: only the Ku- 
waiti government, having experienced 
Saddam Hussein's ambitions at first hat 


By contrast, Sheikh Zayed bin Su 
Nahayan, president of the 


THE IRAQ EFFECT 


Emirates (UAE), almost daily denounced 
this month’s military preparations as “bad 
and loathsome”. Saudi Arabia, on whose 
airfields more than 100 American combat 
aircraft are based, bluntly informed Amer- 
ica that it would not permit attacks on Iraq 
from Saudi soil or Saudi airspace (although 
support aircraft would be allowed). Even 
Bahrain, home to the American Fifth Fleet, 
seemed to waver. Clearly the Gulf leaders 
have mocked the anti-Irag communiqué 
they signed only two months ago at the 
summit of the Gulf Co-operation Council 
(GCC) in Kuwait. 

The reasons are several. One is doubt- 
less a desire by puny statelets to appear as 
something more than American protector- 
ates (Qatars foreign minister broke with 
ccc solidarity earlier this month by flying 
off to Baghdad with an aircraft-load of 
medicine and food). Another is commer- 
cial self-interest; the UAE has a thriving 
sanctions-busting trade with Iraq.A third is 
political: the sense that, for all its faults, 
Saddam Hussein’s Iraq may yet be a useful 
counterweight to a threatening Iran. A 
fourth, expressed by the conspiracy- 
minded even in Kuwait, is that America ex- 
aggerates the threat of Mr Hussein in order 
to justify its military presence in the Gulf 
and promote its arms sales there. 

But the biggest reason is the need to ap- 
pease public opinion. Ignorant of the rele- 
vant details—that sanctions have never cov- 
ered food and medicine, and that only in 
January 1996 did the Iraqi president agree 
to implement a three-year-old UN scheme 


allowing Iraq to export oil in order to im- 
port food—ordinary Arabs blame Ameri- 
can-inspired sanctions for the well- 
publicised suffering of their Iraqi 
counterparts. Couple seemingly endless 
sanctions with the stagnation of the Arab- 
Israeli peace process, and popular senti- 
ment becomes all the more against Amer- 
ica and in favour of Mr Hussein. With no 
immediate threat to them from Iraq, most 
Arab leaders have chosen to ride public 
opinion rather than steer it. 

The question for the region’s leaders is 
what next. Their immediate reaction is one 
of relief. Usama al-Baz, a leading adviser to 
Egypts President Hosni Mubarak, de- 
scribes Mr Annan’s deal as one that “saves 
face for both the us and Iraq”. Jordan's dep- 
uty prime minister, Jawad Anani, says the 
agreement “has saved us from the horren- 
dous results of military activity.” Esmat 
Abdul-Maguid, secretary-general of the 
Arab League, gives thanks that "the politi- 
cal option has won out in solving the crisis, 
preventing the Middle East from 
plunging ... to a catastrophe.” 

But the leaders are well aware that their 
followers may see things differently. As 
Egypt's Al-Shaab declared in a banner 
headline this week: “Allah is greater . . .The 
will of the [Islamic] nation triumphs 
against the American plot.” True, Al-Shaab 
tends to reflect the views of the Muslim 
Brotherhood, but the worry for President 
Mubarak is that in this case many moder- 
ates will agree. To quote one Cairo street 
vendor: “What makes all Egyptians, all Ar- 
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abs furious is the double standards. If 
America applied the same sanctions 
against Israel [which has ignored several 
UN resolutions] that it did against Iraq, 
Libya or Sudan, we would be the first to 
support the bombing of Iraq... but our 
leaders are timid. They are all afraid of los- 
ing American aid, or that America will try 
to throw them out of power." 

Maybe so. After all, in the days of Desert 
Storm Egypt was calm; this time, there were 
student demonstrations every day of the 
week—and Mr Mubarak, keen to show 
America the pressure he was under, did not 
bother to suppress them. 

Even greater is the pressure on Yasser 
Arafat. The president of the Palestinian Au- 
thority had dreaded the prospect of Ameri- 
can bombing raids on Iraq: not only would 
the Israeli-Palestinian peace process be put 
into cold storage, but lingering Palestinian 
support for that process would disappear 
entirely. Hence Mr Arafat's expression of re- 
lief this week: "We were lucky to hear the 
good news from Baghdad." 

Indeed so. Since the Palestinian Author- 
ity set itself up in Gaza and the West Bank, 
Mr Arafat has based his rule on two constit- 
uencies: the PA security forces, numbering 
some 40,000 men and empowered under 
the Oslo agreement with Israel to maintain 
public order in the PA's area, and Mr 
Arafat's own Fatah movement. As the iraq 
crisis mounted, the PA security forces de- 
cided it would "not be in the Palestinian 
people's interest” to show support for 
Saddam Hussein, banned all demonstra- 
tions and closed 11 private television sta- 
tions. By contrast, Fatah set up popular 
committees "in solidarity with the Iraqi 
people" and last week, in defiance of the 
ban, led pro-Iraq marches in both Gaza and 
the West bank. 

All of which made Mr Arafat nervous. 
True, seven years ago he had sided with Mr 
Hussein, but this time he was making a dif- 
ferent calculation: unruly Palestinian sup- 
port for Iraq (one poll showed that 94% 
"sympathised" with the Iraqi people, 
though, interestingly, only 4.5% based their 
support on the "policies of the Iraqi gov- 
ernment") might tempt the Israeli army to 
re-enter the PA-controlled areas—which 
might then mean a definitive end to the 
Oslo peace process and even to the Palestin- 
ian Authority itself. 

How real is the temptation is difficult to 
judge. What is clear is that the American 
proposals from last month's visit to Wash- 
ington by Mr Arafat and Israel's prime 
minister, Binyamin Netanyahu, have yet to 
produce a breakthrough. As a step towards 
a final settlement these involve a phased Is- 
raeli withdrawal from around 13% of the 
West Bank—too little, say the Palestinians; 
and too much, say the Israelis. Mr 
Netanyahu's remedy for the resulting stale- 
mate, cleverly grabbing the headlines while 
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js Mr Annan was still in Baghdad, is that he 











and Mr Arafat should thrash things outat a 
“amp | David-like retreat. As both the Pal- 
'stinians and Israeli “doves” point out, that 





< would mean a risky abandonment of the 


= Oslo accords. 


Meanwhile, the underlyi hg question Is 


| whether the Clinton administration, dis- 


tracted by accusations of sexual shenani- 


. gans and by the approach of November's 


. conference, which arguably 
_, dation for the Oslo accords. 3! 
- -Pessimists note that this time America’s - 


congressional elections, will have the en- 
ergy to pursue a settlement. Optimists 
point out that after Desert Storm the trium- 
phant Americans swept the reluctant Mid- 
dle East protagonists to the Madrid peace 
laid the foun-. 


triumph is less clear, and that the present. 


crisis with Iraq—made real for Israelis by - 





| Difficult currents | 


ie 


BAGHDAD 


| RAQIS like to quote an Arab proverb: 
| "A drowning man is not worried 
| about getting wet." Why should a nation 
| that has survived eight years of bloody 
| war with Iran (some 300,000 Iraqi sol- 
diers were killed), the 1991 Gulf war with 
America and its allies, and seven years of 
subsequent sanctions worry about Amer- 
ica's renewed threats of violence? 

Perhaps the nonchalance is an affecta- 
tion, as artificial as the government-orga- 
nised demonstrations to denounce Presi- 
| dentClintonand laud President Hussein. 
But it seems real enough. Whatever the 
political brinkmanship, few Iraqis both- 
ered to leave drab and dusty Baghdad, 
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the dist Dugon of gas mack and alarming 
“talk of anthrax weapons—has revived 


memories of 1991, when 40-odd scup mis- 
siles landed on Tel Aviv and Haifa amid 
Palestinian rejoicing. One Ha'aretz colum- 
nist wrote that this month’s demonstra- 
tions in the West Bank have reinforced the 
arguments that Mr Netanyahu uses to stall 
the peace process, “and, who knows, they 
may have ensured his re-election.” 


The art of persuasion 


_ It is equally possible to be gloomy beyond 


the Middle East. The past few weeks have 
shown disturbing differences among the 


five permanent members of the Security 


Council. Earlier this month Russia’s Boris 
Yeltsin stated, albeit implausibly, that an 
American attack on Iraq could lead to a 


_third world war. Less histrionic objections 


to military action came from France and 


China. And, beyond the Security Council, 


there were European mutterings over the 
wisdom of America’s “dual containment” 
policy towards Iraq and Iran. 

Arguably, these differences are over the 
means rather than the end (even Mr Yeltsin 


would not pretend Saddam Hussein is a 
nice chap). But they also hint at an impa- 


tience with the sanctions regime and a de- 
sire to seize the commercial advantage that 


.à sanctions-free, oil-rich Iraq could offer. 


True, energetic travel by America's secretary 
of state, Madeleine Albright, and defence 
secretary, William Cohen, eventually pro- 
duced unity in the Security Council, but 
this week's claim by the French—who lent 
Mr Annan a presidential aircraft—to have 
helped solve the crisis by being a diplo- 
matic “good cop" to America’s military bad 
cop is surely a trifle disingenuous. 

The obvious lesson is that Mr Clinton 
needs to consolidate support within the UN 
lest Saddam Hussein test its resolve yet 


again. Ironically, he will need to do it with 


with its beautiful mosques sandwiched 


between the brutalist office blocks that. 
_ satisfy Baathist taste. Nor did they rush to 


hoard food, and the value of the dinar 
nudged, if anything, upwards. 

But the nonchalance has a tinge both 
of weariness and anger. To the outside 
world America asserts time and again 
that the sanctions apply neither to food 
nor medicine, and that it is in Mr Hus- 


sein's power to increase their supply dra- _ 
matically (on the eve of Kofi Annan's visit, - 


the UN agreed to relax the cap on Iraq's oil 
exports, doubling their value to $5.2 bil. 


lion every six months). But inside Irag, 


where. almost every family has been. 


ing in Columbus, Ohio, was a. 


der the leadership of Saddam Hussein we | 
were victorious., 


crowds for Mr Annan were thin. Most 
| Hacis were too busy staying afloat, 







the American people, too. The administ 
tion’s attempt last week to explain its p 
tion via a CNN-televised “town hall” 


relations fiasco, and the I hard. n 


Cur by the Républicans | in Congress | k 
Desert Storm fai led: to bomb Saddam Hus- 





























sy not mount an stack to shat him? 

But at least the uN—a body much. mis 
trusted by Americans of all parties—is 
once praising the president. Mr Anni 
elated by his reception in "New York, de 
clared that Mr Clinton and Britain's M 
Blair were "perfect peacekeepers", knowin 
that "the best way to use force i isto show i i 
in order not to use it.” 
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touched by tragedy, opinion is wane she. 1 
impoverishment, the dearth of school- 
books, the scarcity of basic medicines—all - 
are the fault of a triumphalist America, 
humiliating Iraq after what the Baath | 
Party still calls, without irony, "the 
mother of all battles". 

Does Saddam Hussein thereby dain 
strength? It is hard to tell. Foreign journal- 
ists are closely watched. One Iragi doctor, 
rummaging for books at an open-air mar- 
ket, says simply: “I don't know who you 
are, and I can't tell you anything" As Kofi | 
Annan departed, amid much praise, the = 
headline in Al-Thawra proclaimed: *Un- | . 


—————— I Aen 


.and the aggressor has | 
been vanquished.” Quite so, but the. 
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= POLITICS THIS WEEK 








Kofi Annan, the UN secretary- 
general, secured an agree- 
ment from Saddam Hussein 
in Baghdad that allows UN 
weapons inspectors uncondi- 
tional access to all sites in 
Iraq, and adds a “special 
group” to accompany them to 
visit eight presidential sites. 
Iraq proclaimed the deal a 
victory; American officials 
said there were ambiguities 
and sought clarification. Pres- 
ident Clinton said America 
would maintain a strong mil- 
itary presence in the Gulf un- 
til Iraq was co-operating fully 
with the inspectors. 


Danny Yatom, the head of 
Mossad, the Israeli secret ser- 
vice, resigned amid reports of 
another bungled operation, 
in Switzerland. After the ar- 
rest of a suspected Israeli se- 
cret agent in Switzerland, the 
Swiss government demanded 
an apology from Israel. Last 
year Mossad botched an at- 
tempt to kill a Hamas leader 
in Jordan. 


Relations between America 
and Iran were warmed after 
19 hostile years by visits to 
Tehran by American wrestlers 
and academics. The Euro- 
pean Union decided to re- 
sume high-level contacts with 
Iran that had been suspended 
last April after a German 
court found Iran guilty of or- 
dering the killing in 1992 of 
Kurdish dissidents in Berlin, 
resulting in the deaths of four 


people. 


Algerian newspapers said the 
army had killed 95 rebels in a 


26 





new offensive. Around 30 
people were killed in bomb 
attacks on a train and bus. 


General Romeo Dallaire, 
commander of the UN peace- 
keeping force in Rwanda in 
1994, wept as he told an in- 
ternational tribunal in Tanza- 
nia about the genocide he 
had witnessed and the inabil- 
ity of his troops to stop it. 


Nigerian troops of the West 
African peacekeeping force 
took Bo, the second largest 
city in Sierra Leone, from 
remnants of the junta. 


El Nino strikes 


The worst tornadoes to hit 


| central Florida for 50 years 











killed at least 38 people and 
injured hundreds. El Nino 
was thought responsible. 


The Senate began a new de- 
bate on the McCain-Feingold 
bill, which seeks to ban the 
use of “soft money” in politi- 
cal campaigns and to 
tighten rules for disclosure. Its 
chances were thought no bet- 
ter than before. 


The Supreme Court let stand 
| New Jersey's so-called 


"Megan's Law", which al- 
lows the names and ad- 
dresses of convicted sex of- 
fenders to be made public. 
Opponents had argued that 
this was unconstitutional be- 
cause it amounted to extra 
punishment. 





) 


Fidel Castro was re-elected 
president of Cuba, for yet an- 
other five years. In an inter- 


minable ramble of accep- 
tance, he joined his recent 
visitor, Pope John Paul II, in 
denouncing abortion. 


Anxiously awaiting Bill Clin- 
ton's decision whether or not 
to certify it as an anti-drugs 
ally, Colombia announced 
the capture of the last big 
boss of the Cali cartel. Presi- 
dent Ernesto Samper said he 
would resign tomorrow if it 





would improve relations with | 


the United States. On the 
morrow, he said it was a joke. 


Nicaragua's state-sector doc- 
tors, already on strike except 
for emergency work, said they 
would halt that too. 


Welcome back 


The United States rewarded 
Yugoslavia for backing a 
moderate government in Bos- 
nia's Serb Republic by letting 
it join an American-financed 
scheme for regional co-opera- 
tion, start charter flights to 
the United States, and open a 
consulate there. 


Albania's government re- 
gained control of Shkodra, a 
big town in the north, from 
gunmen who had burned 
and looted the town hall, 
banks and other buildings. 


Protesting loudly, Sinn Fein, 
the political wing of the IRA, 
was thrown out of the North- 
ern Ireland peace talks for 16 
days after the IRA was 
blamed for two murders. Two 
huge property-damaging 
bombs exploded in Protestant 
and loyalist towns. 


Six of Germany's biggest ser- 
vice-sector trade unions said 
they would merge into the 
world's biggest trade union. 


Greece's government offered 
to send a representative to 
meet Turkey’s foreign minis- 
ter and help convene a 
“council of wise men” under 
EU auspices to discuss dis- 








putes between the two un- 


| friendly NATO countries. 
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The birth rate in the Euro- 
pean Union rose last year, 
while deaths were slightly 
down, according to EU statis- 
tics. But after 2000 the birth- 
rate may go down again, as 
baby-boom women move out 
of their prime years for child- 
bearing. 


Bonding 


South Korea's new president, 
Kim Dae Jung, proposed in 
his inaugural speech closer 
ties with North Korea, includ- 


| ing an exchange of envoys 


and the possibility of a sum- 
mit meeting. 


The Indonesian army was out 
in force quelling riots over 
rising food prices. As the ru- 
piah languished, the IMF re- 
viewed progress of the coun- 
try’s economic reforms, 
promised in return for a $43 
billion rescue package. Indo- 
nesia has received $3 billion, 
and a second instalment is 
due in March. President 
Suharto continued to mull 
over a controversial plan to 
set up a currency board to 
bolster the rupiah. 


Amid signs of blossoming 
friendship between two old 
adversaries, Japan is to lend 
Russia $1.5 billion over the 
next two years for housing. 
The two countries have a dis- 
pute over four islands and 
have not yet signed a peace 
treaty, both matters likely to 
be discussed when President 
Yeltsin visits Tokyo in April. 
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Equilibrium 





Alan Greenspan's testimony 
to Congress was as delicately 
poised as the American 
economy. The chairman of 
the Federal Reserve said that 
domestic growth and record- 
low unemployment, by them- 
selves, pointed to higher in- 
terest rates, but the Asian 
effect might prove just power- 
ful enough to cancel them 
out. This fine balance of 
"strong countervailing forces" 
might herald turbulent times 
in the markets. Wall Street lis- 
tened carefully as it was 
chided again for irrational ex- 
uberance. Then it went up. 


Japan's inability to stimu- 
late its moribund economy 
brought criticism from the 
meeting in London of the 
Group of Seven rich coun- 
tries, backed up later by Alan 
Greenspan. Finance ministers 
and central bankers dis- 
missed as inadequate yet an- 
other deregulatory package 
from the Japanese govern- 
ment. What was needed, said 
their communiqué, was fiscal 
stimulus; in other words, tax 
cuts to spur domestic de- 
mand and growth. 


The IMF is to let Thailand 
run a budget deficit of 2% of 
GDP this year after the gov- 
ernment said growth would 
crash and inflation would be 
higher than expected. The 
government, seemingly deter- 
mined to meet IMF targets, 
said it would raise taxes on 
petrol, alcohol and some im- 
ports, and speed up bank re- 
form and privatisation. 
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Spain said its budget deficit 
was 2.6% of Gp» last year, 
much less than expected, eas- 
ing its path into Europe's 
planned monetary union. 


China is to issue treasury 
bonds, perhaps to help state 
banks write off their debts. 


Clearing the books 


Pre-tax profits at HSBC 
Holdings rose 10% to £5 bil- 
lion ($8.1 billion) last year, 
crimped by bad-debt provi- 
sions of £617m that related 
mainly to Asian exposures. 
But investors reckoned the 
banking group had spread its 
interests wide enough to buck 
the Asian effect—its Midland 
Bank unit in Britain, for in- 
stance, increased profits by 
28%—and its shares rose 4%. 
Pre-tax profits at another Brit- 
ish bank, NatWest, fell 10% 
to £1 billion, largely because 
of a £706m loss at its invest- 
ment-banking business, now 
being sold. 


Adding to its other woes, Wall 
Street's J.P. Morgan has also 
been hurt by Asian losses. The 
bank is wrestling with operat- 
ing expenses that continue to 
outpace growth in revenue as 
it tries to develop its securi- 
ties business. It said it would 
shed nearly 5% of its work- 
force worldwide. 


Raising cash 


Nas ais, ars Medien 
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No longer allowed under EU 
rules to sink state money into 
Air France, the French gov- 
ernment plans to raise FFr3 
billion ($500m) by selling up 
to 20% of the airline. A fur- 
ther chunk is to be sold later, 


but the airline will remain 

| firmly under state control. 

| The sale should help Air 
France, which wants to raise 
FFr40 billion to expand its 
fleet, gain better access to cap- 
ital as it comes under stock- 
market scrutiny. 


British Airways asked 
Boeing and Airbus to come 
up with *innovative" ways of 
financing aircraft deals, say- 
ing airlines are operatir.g 
companies that have become 
burdened with assets. BA also 
asked the two big makers to 
submit tenders by March 16th 
for supplying up to 100 short- 
haul aircraft, worth around 
£2 billion ($3.3 billion). 
Boeing announced a new pay 
scheme for senior managers, 
tying their rewards part:y to 
share-price performance over 
the next five years. 


Drug bust 


Non-merger 
Share price, Jan 1st 1998-100 


The world's biggest merger 
was called off. Glaxo 
Wellcome and SmithKline 
Beecham had barely an- 
nounced the deal, worth over 
£100 billion ($165 billion), 
when they said tersely that it 
was all over. Too many chiefs 
could not agree on who 
should do what in the board- 
room. To SmithKline, some 
reckoned, the deal had begun 
to look more like a takeover, 
not a merger of equals. 


Merck gained regulatory ap- 
proval in America for 
Singulair, an asthma drug to 
challenge Zeneca’s. Both treat- 
ments are of a new type 
which work E Nae bee BN Mv ono e lair a avi Me 3 ula aita n CR CR attacking the 





BUSINESS THIS WEEK 


underlying cause of the ill- 
ness rather than the symp- 
toms. Hoffmann-La Roche, 
meanwhile, is adding a warn- 
ing to the label of a popular 
acne treatment. It said it had 
received reports of depression 
| and suicide in teenagers us- 
ing Accutane, though no link 
has been proved. 





Commercial Union and Gen- 
eral Accident are to merge in 
a deal worth £14.8 billion 
($24.4 billion). The result will 
be the second-biggest British 
insurer. The combined work- 
force of 53,000 will be cut by 
5,000, saving £225m à year 

| within two years. 


For the second year running, 
Walt Disney's shareholders 
delivered a firm message at 
the company's annual meet- 
ing. A resolution calling for a 
more independent board, 
meaning (among other 
things) fewer former chair- 
men of Disney (two are direc- 
tors), won 35% of the vote. 
That is roughly the percentage 
of shares held by institutional 
and other large shareholders. 


Bass won the battle for In- 
ter-Continental, giving the 
British brewer and hotel 
group a luxury-hotel chain to 
add to its Holiday Inn fran- 
chise. In cash and assump- 
tion of debt, Bass is paying Ja- 
pan's Saison Group a hefty $3 
billion for the chain. 


Enron won a contract worth 
$300m-500m to supply elec- 
tricity to California's universi- 
ties and state colleges. 
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“Canc el the warm milk. 
I dont think Ill need it^ 


The advantages of a Four Seasons Hotel are obvious even in the dark. There's the sensation of slipping between 
fine cotton sheets, thoughtfully French-folded for dreamlike comfort. The luxury of curling up under 
our goose-down duvets. The back-soothing firmness of our mattresses, each one custom-made 
to Four Seasons specifications. Awakening hours later, you will feel as if you haven't slept so af 
soundly in years. So we apologize, in advance, for the promptness of our wake-up call. 
The demands of business demand nothing less. For toll-free reservations in Hong Kong, FOUR SEASONS 


call 800-96-8385; in Singapore, 737-3507. Or visit our Web site: www.fourseasons.com 


l Defining the arl of service al 40 hotels in 19 countries. 





ASEAN’S FAILURE 


The limits of politeness 


BANGKOK, JAKARTA AND SINGAPORE 


The Association of South-East Asian Nations used to boast of the virtues of 


being an easy-going club. No longer 


OBODY likes to admit his depen- 
dence on others’ goodwill. For the 
proud leaders of South-East Asia, once so 
cocksure about their political and eco- 
nomic prowess, the experience has been es- 
pecially galling. The global markets have, 
with a vengeance, taken a toll on their eco- 
nomic miracle. And, to sort out the mess, 
they are reduced to complaining that the 
rich world—the United States, Japan and 
Europe—is not doing enough to 
help. They may be right. But the 
financial turmoil has also shown 
up the inadequacy of the region's 
own self-help mechanisms. 
None of the much-touted in- 
stitutions and forums designed 
to promote regional stability and 
economic health has had much 
to contribute, especially not the 
region’s own club: the Associa- 
tion of South-East Asian Nations 
(ASEAN). This favours carrots over 
sticks, consensus over break- 
through, camaraderie over for- 
mality and process over sub- 
stance. Above all, ASEAN resists 
"interference in the internal af- 
fairs" of its members. Although 
this served the region well in the 
years after ASEAN's founding in 
1967, enabling old sores to be 
salved and mutual confidence to 
be built, it has rendered the orga- 
nisation incapable of providing a con- 
certed response to the financial disaster. 
The *ASEAN way" no longer works. 


Economic sclerosis 


The organisation has, since last July, faced 
serious challenges to its effectiveness on 
three fronts: the economic, with the conta- 
gious effect of currency depreciations and 
market meltdowns; the political, from the 
bloody putsch in Cambodia just before it 
was due to join ASEAN; and the environ- 
mental, because of the poisonous smog 
from Indonesian forest fires (see box on 
next page). In each case the organisation's 
cardinal principle of non-interference has 
run into the reality of interdependence. 
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One of the ironies is that the economic 
integration to which ASEAN has always as- 
pired has arrived in the saddest of circum- 
stances. The group has made some progress 
in economic co-operation. Intra-regional 
trade had been growing fast, lessening the 
reliance on America for exports, and a re- 
gional free-trade area is in the works. There 
is some co-ordination between central 
banks. But the speed with which the mar- 





Mahathir and Suharto dream on 


kets turned on the region as a whole exag- 
gerated its member countries’ similarities, 
and the unity between them. 

Meanwhile, the differences within the 
region made it hard to come up with an ef- 
fective regional response. There have been 
several occasions when, had ASEAN not 
been so averse to meddling in its members’ 
affairs, friendly criticism might have 
helped to avert calamity. Thailand, where 
South-East Asia sprang a leak early last year, 
had for some time been heading for the 
rocks. The 1mMF had cautioned its govern- 
ment; the markets had sent warning shots 
across its bows; but any persuasion from 
fellow ASEAN members to set a new course 
was so discreet that it was easy to ignore. 


Later, after the Thai currency, the baht, 
had been floated and sank, and its neigh- 
bours found their own currencies and mar- 
kets under siege, each country became 
painfully vulnerable to policy mistakes 
made by the others. For three months, for 
example, Malaysia’s prime minister, 
Mahathir Mohamad, made repeated vitri- 
olic attacks on speculators and on the West, 
and threatened to impose capital controls. 
Each outburst was followed by a sell-off, 
not just in Malaysia, but across the region. 
Many ASEAN leaders, as well as Malaysian 
businessmen, must have wished Dr 
Mahathir would keep his mouth shut. But it 
is unthinkable, in the ASEAN context, that 
they should tell him so. 

And they certainly cannot boss Presi- 
dent Suharto of Indonesia around. The 
only ASEAN leader in power since the 
group’s founding, Mr Suharto, in his quiet 
Javanese way, calls the shots. In- 
donesia is the regional giant, and 
has become the local bully. Con- 
taining Indonesia after the ex- 
cesses of its “confrontation” with 
Malaysia and Singapore in the 
early 1960s was one of ASEAN's 
prime objectives and its greatest 
diplomatic success. Now, Mr 
Suharto's economic mismanage- 
ment poses the biggest threat to 
regional economic recovery. 

Other South-East Asian lead- 
ers, such as Dr Mahathir and Goh 
Chok Tong, the prime minister of 
Singapore, have visited him, pre- 
sumably to coax him into imple- 
menting the sort of reforms the 
IMF has prescribed. But tele- 
phone calls from President Bill 
Clinton and Chancellor Helmut 
Kohl probably did more to get Mr 
Suharto apparently to shelve a 
much-criticised plan to peg the 
stricken Indonesian currency, the rupiah, 
to the dollar by means of acurrency board. 

Many South-East Asians were alarmed. 
Asked about such “shock therapy”, one fi- 
nance minister says he is not sure that 
“therapy” is the right word. But he would 
not say so in public. That is not “the ASEAN 
way". When Singapore's senior minister, 
Lee Kuan Yew, suggested that Mr Suharto's 
apparent choice of a new vice-president 
might rattle the markets, there were angry 
editorials in the Indonesian press. 

Yet the continuing economic dismem- 
berment of Indonesia is, in a sense, the first 
test for the most significant initiative 
ASEAN has taken to deal with the crisis. The 
"Manila framework", agreed upon in the 
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Philippine capital last November, envis- 
ages a regional surveillance mechanism 
whereby ASEAN members would pool eco- 
nomic data and apply "peer pressure" on 
those pursuing dangerous policies. This 
was virtually all that was left of a bold plan 
for an "Asian monetary fund", pursued 
with particular gusto by Dr Mahathir. Ja- 
pan, which would have provided much of 
the money, pulled out, faced with the dis- 
approval of the United States and the IMF. 

In the absence of a fund, ASEAN had no 
choice but to accept the IMFs primacy in 
prescribing economic cures. Although 
there is still talk of a “standby facility", the 
idea is, in the words of Lee Kuan Yew's son, 
Lee Hsien Loong, the head of Singapore's 
monetary authority, for “a kind of neigh- 
bourhood watch scheme". 

Although such initiatives might ease 
the next crisis, they come too late to help 
with this one. Instead, it is hoped that west- 
ern governments will persuade their banks 
not to call in their loans; that Japan will 
stimulate its economy; that Europe and the 
United States will come up with more aid; 
and that China will not devalue its cur- 
rency and set off a new round of regional 
depreciation. But as South-East Asian lead- 
ers and diplomats grumble about the inad- 
equacy of the rich countries' offers of help, 


and mutter about “fair-weather friends", 
they might think about the shortcomings of 
their own approach. A spot of "peer pres- 
sure" on governments causing instability 
would be a fine thing. But there is little sign 
of it; and none that it is working. 


Diplomatic paralysis 

Calls for a rethink of ASEAN's ways were 
first prompted, not by the economic deba- 
cle, but by a political upheaval: the savage 
coup mounted in Cambodia on July sth 
last year, in which the country's second 
prime minister, Hun Sen, got rid ofthe first, 
Prince Norodom Ranariddh. 

Mr Hun Sen blew two holes in ASEAN's 
cosy style of business. Cambodia was due to 
join on July 23rd, along with Myanmar and 
Laos, thereby realising the founders' vision 
of a group including all ten countries of 
South-East Asia. But the organisation had 
little choice but to defer Cambodia's acces- 
sion. It had to admit that there were, after 
all, some limits to “non-interference”, and 
some basic criteria for the domestic behav- 
iour of members. But nobody could agree 
exactly what those criteria should be. 

Second, efforts to find a solution in “the 
ASEAN way" were thwarted by Mr Hun 
Sen's refusal to play by such rules. He was 
rude in public and private to ASEAN offi- 
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cials, and repeatedly pointed out the hy- 
pocrisy of their position. They had, after all, 
proceeded with the admission of Myan- 
mar, despite its government's illegitimate 
seizure of power in 1988, its overturning of 
an election result in 1990, and its contin- 
ued repression of dissenters. When, this 
month, hopes of a breakthrough in Cambo- 
dia finally emerged, it was as a result of a 
proposal, not from ASEAN, but from Japan. 

Although AsEAN diplomats express 
exasperation about Cambodia, they have a 
bigger worry. The regional crisis raises the 
fear of a catastrophic explosion of unrest 
and repression in Indonesia. Diplomatic 
efforts are directed at ensuring that it does 
not happen—largely by ensuring the rich 
world is aware of the potential danger, and 
so dips deep into its pocket to buy stability. 

Lee Kuan Yew laments that ASEAN can 
only show a "solidarity of fellow chicken- 
flu sufferers." On February 28th, the group's 
finance ministers were due to discuss mea- 
sures such as Dr Mahathir's idea for greater 
use of local currencies in inter-regional 
trade, and Singapore's proposal for foreign 
guarantees to help finance Indonesian 
trade. But the important decisions are out 
Of ASEAN's hands. As Mr Lee says: "We can't 
help each other." 


— ————————————— ———— — 





The fire next time 


JAKARTA 


HE forests are ablaze again in East Ka- 

limantan, part of Indonesian Borneo. 
As a result, the poisonous smog which 
cloaked a large area of South-East Asia last 
year may return sooner than had been ex- 
pected, even before efforts to mount a re- 
gional defence against the disaster get un- 
der way. 

Last year's smog—or "haze" as it 
is euphemistically known—was 
not the first. For years fires in Kali- 
mantan and Sumatra lit by slash 
and burn farmers, and, especially, 
by palm-oil and pulp and paper 
companies clearing land, have 

| caused occasional air pollution. 
| But never before had the smog 
smothered such a wide area for 
such a long period. Apart from 
health worries, such as respiratory 
| complaints, poor visibility contrib- 
| uted to collisions at sea and at least 
| one air crash. Tourists stayed away 
| indroves. 
| For the time being, according to 
| satellite monitoring by Singapore's 
meteorological service, the smog is 
largely confined to Kalimantan, 
and the current monsoon winds 
should keep it that way until early 


March. But Singapore's own air quality 
slipped—from below 50 on its air pollut- 
ants index (considered “good”), to 58 on 
February 22nd (“moderate”). Last year, it 
reached 226. 

Hundreds offires are burning, mainly 
in East Kalimantan, but also in Sumatra. 
A drought makes them hard to extinguish. 





Too little, too late 


As before, almost all appear to have been 
lit by humans. Some have never gone out, 
but have smouldered on in peaty soil or 
coal seams underground and have rekin- 
dled themselves. | 

Last year, the disaster provoked a rare | 
display of anger with Indonesia from 
some of its fellow ASEAN members. Some | 
Indonesian officials at the time blamed _ 
the phenomenon on the "natural disas- 
ter" of the El Nino effect. In December, 
ASEAN's environment ministers came up 
with a “regional haze action plan". | 
Malaysia was to work out ways to 
combat the fires, Singapore was to 
monitor them and Indonesia to 
improve its fire-fighting capacity to 
put the fires out. | 

The ministers met again on 
February 25th, in Sarawak in Ma- 
laysian Borneo, and claimed that 
at least the new fires around settle- 
ments were under control. But it is 
already clear that one crucial ele- 
ment of their plan—better public 
education and enforcement to | 
stop people lighting the fires—is . 
not, so far, working. Worse, Indo- | 
nesias environment minister, - 
Sarwono Kusumaatmadja, has 
given warning that Indonesia's 
"capacity to combat fires will be se- 
verely diminished by the current 
economic crisis." 
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Kim's welcome 


SEOUL 


On his first day in office, South Korea’s new president faced the 


first of many battles to come 


IM DAE JUNG is as much a pragmatist 

as an idealist. Having won South Ko- 
rea's presidential election in December on 
his fourth attempt, Mr Kim was sworn into 
office on February 25th amid a huge dis- 
play of popular support. The new president 
may have begun his campaign pandering 
to public opinion by criticising the 1mF for 
the harsh conditions attached to a $58 bil- 
lion rescue. But, once elected, he set about 
imposing those conditions with uncom- 
mon zeal. From now on, Mr Kim will need 
to be even more pragmatic. 

The 74-year-old veteran democracy- 
campaigner has pushed through a series of 
reforms. These have included opening 
South Korea’s financial markets to foreign- 
ers; ordering the chaebol, the country’s gi- 
ant conglomerates, to adopt international 
accounting standards; and persuading the 
country’s militant trade unions to accept 
new labour laws that allow companies to 
sack workers. Mr Kim also led negotiations 
with foreign bankers to persuade them to 
reschedule part of South Korea’s more than 
$150 billion of foreign debts. 

Even more comprehensive reforms are 
promised. But Mr Kim faces a problem: he 
heads a coalition government, which is un- 
precedented in South Korea, and a minor- 
ity one at that. The former ruling party, the 
Grand National Party (GNP), holds 161 seats 
in the 299-member National Assembly 
and on the very day of the inauguration 
boycotted a vote on the new president's 
nominee for prime minister, Kim Jong Pil. 

This second Mr Kim heads the United 
Liberal Democrats, with whom the presi- 
dent forged a coalition to help broaden his 
support from his traditional base in the 
Cholla region in the south-west. The strat- 
egy also helped to show that he is no left- 
wing militant: Kim Jong Pil masterminded 
a military coup in 1961 and set up South 
Korea's secret service—the very organisa- 
tion that once tried to assassinate the new 
president. 

The GNP does not think Kim Jong Pil is 
suitable for prime minister. But its opposi- 
tion is coloured by having lost the election 
and being desperate to keep the upper 
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hand in the National Assem- 
bly. It fears defections to the 
president’s camp. As a result 
of the boycott, the senior Mr 
Kim was forced to begin his 
administration without an of- 
ficial cabinet. 

This is not the president's 
first political setback He 
wanted to create an Office of 
Planning and Budget, rather 
like America's Office of Man- 
agement and Budget, report- 
ing directly to the president. 
This would shift power away 
from the finance ministry. But 
the GNP kicked up a fuss about that, too. As 
a result, the budget office will be divided 
into two groups, with the planning side re- 
porting to the president and other func- 
tions to the prime minister. A plan to set up 
an office in charge of the civil service fared 
even less well: it had to be scrapped. 


Over the border 


Running a minority government is only 
one of Mr Kim's headaches. His attempt to 
improve relations with North Korea is 
controversial and has already attracted 
some criticism. In his inaugural address, 
Mr Kim proposed an exchange of special 
envoys with the North (a process sus- 
pended since 1992) and a summit meeting. 
He also urged the reunion of separated 
families, something which North Korea 
had already hinted it would like. The idea 
seems to be that North Korea will open an 
"address centre", to which separated fam- 
ilies can send contact details. 

Unlike his predecessors, Mr Kim plans 
to allow South Koreans to listen to North 
Korean radio and to allow private firms to 
invest in the North. And despite its eco- 
nomic troubles, South Korea will keep its 
promise to finance a large chunk of the $5 
billion needed to build two nuclear power 
plants in North Korea in return for that 
country's promise to shut down reactors ca- 
pable of making lots of weapons-usable 
plutonium. The sceptics would prefer Mr 
Kim to have waited until the North Korean 





On top at last 


leader, Kim Jong Il, came begging for help 
before offering a hand. 

Yet that is not the southern Mr Kim's 
way; reconciliation is a theme he con- 
stantly harps on. Indeed, he will need to 
rely upon it to build the “small but strong" 
government he desires. For a start, he plans 
to cut more than one in ten civil-service 
jobs over the next three years—which will 
hardly endear him to many in the bureau- 
cracy, on whom he will have to depend to 
push reforms through. 

More worrying is that his political bat- 
tles begin at a time when the region's 
smouldering financial crisis may be about 
to flare up again. As the financial year 
comes to a close, many foreign banks—es- 
pecially the European and Japanese banks 
which are responsible for most of South Ko- 
rea's foreign loans—want either to be re- 
paid or to exact new and tougher terms. 

Nor can the economic giant next door 
be counted upon to give much of a boost to 
South Korea's exports. Japan is still smart- 
ing from the verbal lashing it got from the 
Group of Seven meeting of finance minis- 
ters in London on February 21st for its fee- 
ble attempts to revive its own moribund 
economy. Concern is also growing about 
another $50 billion or so of foreign debt 
which the overseas subsidiaries of South 
Korean firms appear to have on their 
books. South Korea's new president faces 
plenty of trouble ahead. 


See 
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Oppression in Indonesia 


Taking the blame 


SURABAYA 


HE cathedral is packed for Saturday 

evening mass in Surabaya, Indonesia’s 
second largest city. Several hundred more 
people watch the service on television in an 
annex under a corrugated iron roof. The car 
park and street outside are full of Mercedes 
and four-wheel-drive cars. Nannies in crisp 
white uniforms try to shush noisy babies. 
This does not look like a community under 
siege. Yet these are troubling times for Indo- 
nesia’s minorities, and the appearance of 
prosperity is part of the danger. In the riot- 
ing and looting in dozens of places across 
the country in recent weeks, shops owned 
by ethnic Chinese have been a common 
target. Churches have been another. 

According to the Indonesia Christian 
Communication Forum, based in Sura- 
baya, 438 churches have been destroyed 
since Indonesia won independence in 
1945. Of those, 131 were attacked in 1995-97. 
A further 38 had been trashed by February 
17th this year. On the walls of the forum's 
offices are photographs of smoking ruins, 
broken pews and altars, and church walls 
defaced with anti-Christian graffiti. 

Many Christians say the attacks are mo- 


China's other gods 


| BEUING 


HEN Jiang Zemin visited Wash- 

ington in October last year the 
Chinese leader said that China respected 
religious freedom, and that America 
should send its religious representatives 
to see for themselves. As a result, for the 
past three weeks, three wise men from 
the West have been doing just that. They 
are a Roman Catholic, Archbishop Theo- 
dore McCarrick, a Jew, Rabbi Arthur 
Shneier, and an evangelist, the Rev Don 
Argue. They will need the wisdom of Sol- 
omon to separate fact from fiction on 
what has been a carefully controlled tour 
of China. 

China officially recognises five 
faiths: Islam, Taoism, Buddhism, Protes- 
tantism and Catholicism. But, it pointed 
out in a statement last year, China is 
building a socialist state and “religion 
should adapt to that reality”. In practice, 
this means that religious activity should 
be conducted within state-sanctioned 
churches or organisations. 

Take the Roman Catholics. The gov- 
| ernment established a “Chinese Catho- 
lic Church” in the 1950s, forcing the more 
ancient Catholic church underground. 
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Faith in frightening times 


tivated by envy and racism. Christians are 
seen as comparatively wealthy and linked 
with the Chinese population, a traditional 
scapegoat. Others, though, feel under threat 
for their religion itself. They point out that 
probably fewer than half of Indonesia’s 6m 
Chinese are Christian, out of a total of 6m 
Roman Catholics and maybe twice as 
many Protestants. Some of Indonesia’s 
Muslim majority (about 87% of the 200m 
population) have long wanted an Islamic 
state. Rather, Indonesia’s pancasila ideol- 
ogy requires all citizens to believe in God, 
but recognises five faiths: Islam, Buddhism, 


According to an American group, the 
Cardinal Kung Foundation, repression 
followed. In one incident, in 1996, sol- 
diers sealed off a village called Dong Lu, 
in Hebei province, and destroyed its 
Marian shrine. Catholic clergy were ar- 
rested and, the group says, are still 
detained. 

China is understandably wary of 
western religions. Historically, Christian 
missionaries were one of the foreign 
forces that contributed to the collapse of 
the old imperial regime. Recently, China 
has seen how Catholics successfully op- 
posed communist regimes, notably in 
Poland. Islam and Buddhism are suspect 
too. Separatism is a force in the predomi- 
nantly Islamic Xinjiang region of west- 
ern China. Buddhists, mainly in Tibet, 
but also in Sichuan, Qinghai and Inner 
Mongolia, revere the Dalai Lama rather 
than Mr Jiang. 

The Americans plan to report on 
their findings soon. They are not looking 
forward to it. “This is a thankless and im- 
possible task because, whatever we say, a 
lot of people will disagree," said Arch- 
bishop McCarrick. 


Hinduism, Catholicism and 
Protestantism. 

There is a nasty irony in 
the perceived association be- 
tween the Chinese and Chris- 
tianity. It istrue thata number 
of Chinese tycoons are Chris- 
tian. Many Chinese converted 
in the 1960s, to clear them- 
selves of suspicions that they 
formed a fifth column for the 
Chinese Communist Party. 
Since then, some have at times 
found themselves victims of 
another conspiracy theory: of 
a Catholic-Chinese plot. 

Echoes of this have been 
heard again recently. Sofyan 
Wanandi, a prominent busi- 
nessman and an ethnic Chinese Catholic, 
was interrogated about alleged links with 
leftists. So was his brother Jusuf, who set up 
a think-tank, the Centre for Strategic and 
International Studies. The centre was once 
under the patronage of a former army com- 
mander, Benny Murdani, a non-Chinese 
Catholic much loathed by some Muslims. 
On February 17th, President Suharto 
sacked the governor of the central bank, 
Sudradjad Djiwandono—another Catho- 
lic, whose brother works at the centre (and 
whose wife's brother is a senior soldier mar- 
ried to one of Mr Suharto's daughters—In- 
donesian politics is like that). 

The government is suspected of 
condoning a certain amount of ethnic and 
religious unrest as a safety valve. An Ameri- 
can group, Human Rights Watch, com- 
plained in a report released on February 
19th that “senior officials ... in some cases 
have tried to deflect blame for the eco- 
nomic crisis on to prominent members of 
the ethnic Chinese community." 

Nor do Christians and Chinese neces- 
sarily hope for the end of Mr Suharto's re- 
gime. The probable next vice-president and 
constitutional successor, Bucharuddin 
Jusuf Habibie, is the chairman of an influ- 
ential group of Muslim intellectuals. The 
Chinese fear any Islamic politician, includ- 
ing those in opposition. 

To forestall anger, Chinese tycoons 
have been, amid some fanfare, donating 
goods to the poor. In his latest pastoral let- 
ter, the Catholic bishop of Surabaya has ad- 
vised members of his diocese (about 60% of 
whom are Chinese) to give alms to the poor 
directly, rather than through officially 
sponsored campaigns. Some priests say the 
economic slump has improved church at- 
tendance. At a “Christian fellowship meet- 
ing” in a Surabaya hotel, the pastor re- 
minds his flock not to lay up treasures on 
earth. A young worshipper admits to being 
frightened in the unsettled climate. Asked 
if it is because he is Chinese or because he is 
Christian, he does not hesitate: “Both.” 
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The Indian elections 


Caste and votes 


MUZZAFFARNAGER, UTTAR PRADESH 


66 | Dr party manifestos. Only 

caste and creed matter here,” says a 
cynical police officer in Muzzaffarnager, a 
sugar-producing town in India's largest 
state, Uttar Pradesh. Confirmation follows 
from the trailer-loads of villagers coming to 
attend Sonia Gandhi's election meeting. 
Many are jats, the local land-owning caste. 
One says, "We have come to see Sonia. But 
we will vote for whomever Ajit tells us to." 
Ajit Singh is the local leader of the jats, 
whose regional party has teamed with the 
Congress party backed by Mrs Gandhi. She 
has glamour, but Mr Singh commands 
tribal loyalty, and that matters more. 

Less vocal but no less determined is the 
mood among dalits (formerly called un- 
touchables), who have their own party, the 
Bahujan Samaj Party (psp). Its leader, 
Kanshi Ram, is standing in the neighbour- 
ing constituency of Saharanpur. “In the old 
days, the upper castes would not even let us 
vote,” he says. “Only if you have political 


power can you change society.” Dalit voters 
are emphatic that they could stand up for 
their rights only when their party was 
briefly in power in the state. Would it not 
have been wiser for their party to ally itself 
with one of the larger parties instead of go- 
ing it alone? No, says a young dalit. “The 
other parties only use us.” 

Muslims constitute almost a quarter of 
the electorate in this region. “We will all 
vote for the Samajwadi Party,” says Sabir 
Ali Khan, a furniture dealer. While in 
power, the Samajwadi Party resisted at- 
tempts by Hindu fanatics to destroy a dis- 
puted mosque at Ayodhya, and that has 
earned it deep gratitude from Muslims. 
Traditionally, this community supported 
Congress, but no more. It does not bother 
them that the Samajwadi Party has a repu- 
tation for fielding mafia dons. 

Upper-caste voters are gung-ho for the 
Bharatiya Janata Party (BJP), a Hindu na- 
tionalist party that aided the demolition of 
the Ayodhya mosque. The party swept the 
region in 1996 and hopes to do so again. 
Why are villagers so keen on the BJP? Many 
shrug their shoulders: “The whole caste has 
decided on it,” says one. Tribal loyalty tran- 
scends political analysis. 


Good heavens, what an election 


MANILA 


HE greatest show in the Philippines 

for six years started on February 10th, 
with 83 candidates wanting to stand in 
the presidential election, still three 
months ahead. Among them is Mario 
Legazpi, who says he has popped down 
from heaven, where he normally works as 
God. Even in a mainly Christian country, 
a scarcely more credible candidate is 
Cesar Escosa, representing the party ofthe 
Civilian Independent Candidates 
Against Traitors and Satanic Agents in the 
Philippines. 

The obvious nutters are being weeded 
out by a tribunal set up for the purpose. 
But it is finding the task slow going, and 
even when it has slashed the list there are 
likely to remain ten “serious” candidates, 
not all of whom look obviously electable. 
Among them is the irrepressible Imelda 
Marcos, the widow of the (largely) unla- 
mented late-dictator, Ferdinand. Still, she 
got 10% of the vote in 1992, when the win- 
ner, Fidel Ramos, was home with a mere 
25% of the vote. 

Mr Ramos is not standing again. His 
keenest supporters have not been able to 
wriggle around a provision in the con- 
stitution that limits a president toa single 
term. But he will be hoping the winner 
will carry on his liberalising reforms. His 
preferred successor is Jose de Venecia, the 

















speaker of the House of Representatives. 
But he is given only 11% of the vote in the 
latest opinion poll. Mr de Venecia is seen 
as a dull traditionalist, given to long 
speeches, and a bore on television. He 
needs to acquire some pep before the elec- 
tion on May 11th. 

Joseph “Erap” Estrada, a former 
movie star who frightens the business 
community with his talk of income re- 
distribution, leads the field with 28%. Sec- 
ond, on 17%, is Lito Osmena, grandson of 
a former president, followed on 14% by 
Alfredo Lim, the mayor of Manila, 
nicknamed “Dirty Harry” for his robust 
dealings with crime. A weak party system 
means personalities matter more than 
policies in Philippine elections. 

At this stage of the campaign, forecast- 
ing the result is obviously difficult. While 
Mr Estrada is ahead in the polls, it would 
be unwise to write off Mr de Venecia. He 
is desperately hungry for the top job, and 
he will benefit from the administration’s 
formidable financial and logistical sup- 
port in getting out the vote across the Phil- 
ippine islands, 

What is easier to predict is a non-stop 
fiesta until polling day. Movie stars, bas- 
ketball players, beauty queens and sing- 
ers will descend on the provinces to add 
razzmatazz to politicians’ campaigns. 


| ASIA 


Opinion polls have predicted the BJP 
will win the most votes, although no party 
is expected to win an outright majority. 
This means India is likely to face another 
period of coalition politics. Yet the BjP may 
Zain from another political battle in Uttar 


Pradesh. Just before polling began, the state 
governor sacked the chief minister, Kalyan 
Singh, a Hindu nationalist. The BJP was so 
outraged that its nominee for prime minis- 
rer, Atal Behari Vajpayee, went on a hunger 
strike. He gave up when a court restored Mr 
Singh to power. This fight, however, is prob- 


ably far from over. 


Caste and politics often infringe on 


daily life. “If the local police chief or sub- 
divisional magistrate is a Muslim or Brah- 
min, everybody from these communities 


knows they can do anything they like and 


get away with it," says a local civil servant. 
When impartial governance gives way to 


communal bias, issues cease to matter and 


become a cloak for the politics of patron- 
age. None of the villagers had heard of eco- 


nomic liberalisation, so debates on reform 
in distant Delhi are of no consequence. In 


the wild west of Uttar Pradesh you vote 


with your kith and kin, not your head. 


Legazpi, heaven-sent 


“Its sanity genocide" says Nelson 
Navarro, a newspaper columnist. “Politi- 
cians will be carpet-bombing the country 
with sex, lies, videotape, all manner of ru- 
mours and scandals, everything but the 
issues." But Mr Osmena, at least, is un- 
apologetic. "Everything we do is carni- 
val," he says. "Each country has its own 
peculiarities when it comes to elections. I 
th:nk ours are a lot of fun." 
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in our view the current economic environment is 
supportive of investment in bonds. This view is based 
on our belief that: 


€ inflation is going to be lower in 1998/99 than earlier 
consensus forecasts. Lower inflation usually leads 
to lower bond yields and consequently higher bond 
prices. 


. € Government borrowing is still declining. Less supply 
will help to support higher bond prices. 


è Demand for high grade bonds is on the increase 

from equity investors looking to diversify their 
holdings and Asian investors seeking a safe haven in 
the main bond markets. 


* G7 Central Bankers will be more likely to cut rates in 
1998 than raise them, in order to maintain growth. If 
growth in the West were to slip, then the Asian crisis 
could tum into a global depression. The onus is on 
them to maintain world growth. 


To find out more on why we believe the time is right to 
invest in bonds, call now or complete and return the 
coupon below. 


Call +44 (C 


Please send me more details on Guinness Flight’s Bond Funds. 


initials Surname 
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Guinness Flight i 


For US Dollar investors, we would highlight the 
Guinness Flight US Dollar Bond Fund, which offers 
exposure to high quality US Dollar denominated 





>UINNESS 
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bonds. The Fund has an excellent and consistent 
track record. 


Guinness Flight US Dollar Bond Fund 
since launch performance {1.2.85-2.2.98) 


179.8% 9 


] owe ÜGuinness Flight US Dollar Bone Fund 


^ Mücropal US Dollar Fixed Interest kifer 


Yo 
US Dollar Bond Fund 34.6 
Micropal US Dollar 
Fixed interest index 33.6 


Source: Standard & Poor's M sal. Offer to offer, gross income 


roinvested, in US Doll 
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Gunness Flight Fund Managers {Guernsey} Limited, Guinness Flight House, PO Box 250, Guernsey GY1 3QH, Channel islands. 
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Deep in the heart of NAFTA 


EL PASO. TEXAS 


On the border with Mexico, economic growth is curiously lopsided 


OOKING down from the mountains, it 
is not hard to see where the border is. 
Mexico begins where the skyscrapers end. 
El Paso has a buttoned-down look: its 
neatly gridded streets are studded with 
malls and fast-food outlets. Ciudad Juarez, 
on the Mexican side, is a low-slung, sul- 
phur-smelling web of unplanned neigh- 
bourhoods. Do not be misled. Juarez is the 
place with the oomph. 

This year marks the 400th anniversary 
of El Paso-Juarez. In 1598, after plodding for 
four months through the Chihuahuan 
desert, Don Juan de Onate's expedition fell 
upon the (then) crystal waters of the Rio 
Grande. After lingering there for ten days, 
Don Juan claimed the land for Spain and 
named the crossing El Paseo del Norte, the 
pass to the north. Now Don Juan’s crossing 
is the busiest border-point in the world, 
handling 20% of the land trade between the 
United States and Mexico. Indeed, since 
the reunification of Berlin, El Paso-Juarez 
has been calling itself “the biggest and 
most dynamic border community in the 
world". That may be stretching it. But the 
two cities’ combined population is grow- 
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ing fast, towards 2.4m (1.8m in Juarez). The 
metropolitan area could have at least 3m 
people by 2010, with Juarez booming to 
2m. Why? Largely because of the North 
American Free-Trade Agreement, NAFTA. 

Although there are still too many unem- 
ployed in the area, lots of new jobs are be- 
ing created; 48,000 last year in Juarez a- 
lone. The cities are interdependent: 15,000 
El Pasoans commute to jobs in Juarez every 
day; 40% of El Paso's retail sales are to Mexi- 
cans coming the other way. The metropolis 
has joint working groups on everything 
from soccer leagues to road construction 
and the air-quality issue, and sometimes 
expands itself into a tri-state group to in- 
clude Las Cruces, New Mexico, one of the 
ten fastest-growing cities in the country. 

El Paso-Juarez, or Paseo del Norte, as lo- 
cal boosters call the region, has another 
similarity with the old Berlin. The border 
has a bit of an iron-curtain look. Armed of- 
ficers of the Border Patrol scour the Ameri- 
can side of the narrow concrete tube along 
which the Rio Grande sadly makes its way. 
These patrols, called Operation Hold The 
Line, are in one way a success. A recent FBI 


study found that El Paso was the third-saf- 
est city in the country for its size. Property 
crime has fallen by almost half since Opera- 
tion Hold the Line began. Illegal immigra- 
tion is also down, albeit at the cost of a lot 
more deaths of undocumented workers 
who now risk a desert trek by crossing the 
border farther downstream: 

Texas has long ignored El Paso; the city 
returns the favour with formidable politi- 
cal apathy. Election turnouts often slip be- 
low 20%. Little money flows into political 
campaigns, and El Paso's legislators are un- 
der little pressure to listen to their 
constituents. 

Isolation does not help. El Paso is a long 
way from anywhere. When an El Pasoan 
tells you he is heading to the coast, he prob- 
ably means the Pacific, which is closer than 
the Texas Gulf coast. El Paso was the only 
part of the Lone Star state not to be part of 
the independent Republic of Texas a cen- 
tury and a half ago. Even today, it is in a 
different time zone from the rest of Texas, 
and shares its telephone code with New 
Mexico. "We're in Texas, but we're not of 
Texas", says Mark Blaugrund, an El Paso 
property developer. 

A peso devaluation hurts El Paso more 
than a Texas recession. After the most re- 
cent peso devaluation, retail receipts fell by 
50% and 70 shops in downtown El Paso 
closed. El Paso is the 17th-largest city in the 
United States but has only the 156th-largest 
tax base. To improve things, the city is try- 
ing to equip its workforce to compete for 
higher-paying jobs. This will be hard: 36% 
of the workforce has not completed high 
school; at least a quarter cannot communi- 
cate in English. Even among bright stu- 
dents there is a problem. Some refuse schol- 
arships from national universities in order 
to stay close to their families; those who do 
take up scholarships seldom return. 

The University of Texas at El Paso, nota- 
ble for a campus adorned with buildings 
modelled on Bhutanese temples, turns out 
some skilled managerial workers. But even 
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here spirits are low. Students at its business 
school are disheartened. El Paso “is Texas 
without the swagger,” says one. The city, 
they feel, has been forgotten. 

It is a low-wage place. Per-capita in- 
come in El Paso is a measly $13,100, com- 
pared with a national $23,000. But the low 
wages that originally attracted employers 
such as Levi Strauss and Wrangler now 
seem expensive compared with those in 
Thailand or Indonesia. One consequence 
is that El Paso's 11% unemployment rate is 
the highest in Texas. And yet, despite Oper- 
ation Hold the Line, undocumented work- 
ers continue to seep into El Paso’s work- 
force. “Its like bailing out your sinking 
canoe,” says one city official forlornly. 


The gleam to the south 


So look over the border, to Juarez. The fu- 
ture of Paseo del Norte turns on the 
maquiladora assembly lines where Mexi- 
can workers use American equipment to 
make goods that get exported duty-free to 
the United States. General Motors estab- 








lished a plant in Juarez as early as 1971. 
Now, 330 maquiladoras in Juarez employ 
nearly 200,000 people, more than in any 
other border city. The rapid growth of Jua- 
rez, which doubled in size between 1970 








. Good fences and good neighbours 


COLUMBUS, NEW MEXICO, AND PALOMAS, MEXICO 


| LONG New Mexico's portion of the 
| border with Mexico, a town like Co- 
| lumbus is rather typical. Around it lie 
. mountains, cacti, huge ranches and the 
| Occasional tracks of antelope seeking wa- 

ter. The pitiless emptiness may be the rea- 

son why border folk have been such 
| model neighbours. 

Border towns have long made agree- 
ments with their counterparts across the 
frontier, on matters such as firefighting 

_ and public transport. In New Mexico, 
| even the predominantly Anglo ranchers 
| have forged close ties with cattlemen 
| across the border; they speak, as one long- 
time resident puts it, "the common lan- 
guage of cattle". In Columbus (whose part- 
ner across the border is Pal- 
omas), old-timers recall that 
border officials used to leave 
the gates loose at night, just 
| incasesomeone got stuck an 
the wrong side after hours. 
Schoolchildren proba- 
bly did best out of this co-op- 
eration. About 50 years ago, 
| Phoebe Watson, a local 
| teacher, began enrolling 
Mexican children in her 


school. (As she says now, 
"Who could tell the differ- 
ence?" Hundreds, perhaps 
| thousands, avoided Chihua- PEZ p: 
| hua’s overcrowded and un- 
| 
| 


derfinanced schools and got 
an American education. 


The road to school 


But that programme ended last year, 
when Congress barred the education of 
foreign schoolchildren in America. The 
targets of the law were wealthy, non-resi- 
dent Asian families who enrolled their 
children in schools in California. But 
Miss Watson’s pupils were caught in the 
dragnet. Carlos Viramontes, the local 
schools superintendent, says that “our 
community has always felt that this was 
the right thing to do, because we saw it as 
basically one community.” 

Many things are hurting the once-hu- 
mane border relationship. One is popula- 
tion growth. Over the past decade, Palo- 
mas has grown dramatically—largely 
because of the North American Free- 





and 1980, is a direct result of the fact that 
economics pulls labour-intensive work to 
the Mexican side of the border. Work that 
needs a lot of capital or education tends to 
stay on the American side. (There are excep- 
tions. Texans still flock over the border for 
bargain-price dental work.) 

Matthew Keats, a cheery man with a 
thick Chicago accent, is one example of the 
link between the two sides of the operation. 
His company, Keats Industry, uses costly 
equipment and highly trained employees 
to make metal parts for plants across the 
border in Juarez. The advent of “just-in- 
time” manufacturing caused a gradual drift 
of small-scale suppliers such as Mr Keats 
from the American heartland towards the 
Mexican frontier. The Siemens plant across 
the river, for example, will pay out more 
than $20m in metal-stamping contracts 
this year, most of it to local companies. Yet 
Mr Keats employs few local people, prefer- 
ring to bring in skilled workers from Chi- 
cago. He expects to have sales worth $4m 
this year, up from $1m in 1994. 





Trade Agreement—from about 900 resi- 
dents to 9,000. Locals say that some of the 
newcomers, especially the ones who built 
the gated houses lining its muddy streets, 
are involved in the drug trade: fear, they 
complain, is straining the area’s former 
pastoral quiet. 

On the Columbus side, some Anglos | 
are leaving; some Mexican-Americans, 
worried about their standing in America, 
are demanding tighter immigration con- 
trols. Drug corruption and political up- 
heaval in Chihuahua make cross-border 
business relations even less orderly than 
before. And border agencies are less 
friendly. Residents say that fewer Ameri- 
can officers know Spanish or try to under- 
stand their Mexican counterparts, as so | 
many of their predecessors did. “They're _ 
taking all the fools out of Alaska or Wash- | 
ington and sending them to the border | 
because it’s a hot place for a 
promotion,” said one. 

Because locals believe 
that sealing such a vast, | 





empty border is unfeasible, 
they want to restore the old 
connections before it is too 
late. Mr Viramontes says he 
is trying to establish more 
teacher exchanges and (if he 
can get the money) elec- 
tronic hook-ups to teach 
English and Spanish across 
the border. Their govern- 
ments may be obliging them 
to be more suspicious to- 
wards each other, but these 
border-dwellers prefer to re- 
main friends. 
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Other things help El Paso. Fort Bliss was 
founded as a cavalry station in 1848, but it 
was Pancho Villa who assured the fort's 
and, indirectly, El Paso's future. When the 
Mexican rebel threatened America's under- 
belly with his raids, Fort Bliss grew into an 
important military centre. Now it has be- 
come a vast air-defence and missile base, 
extending from downtown El Paso to the 
White Sands missile range in New Mexico, 
which still puts more than $1 billion into 
the pockets of its personnel each year and 
supports (with salaries or pensions) 
100,000 people, including 7,500 civilians. 

Despite all this, there remains a curious 
sense of flatness on the northern side of the 
border. NAFTA is deeply unpopular in El 
Paso. It has become the Pancho Villa of 
trade treaties; if things are bad, it must be 
NAFTA'S fault. El Pasoans, almost everyone 
agrees, lack a sense of purpose. 

That is partly because of their dispirited 
politics. It is partly because lack of money 
makes advertising campaigns difficult; the 
city has been lamentable at marketing it- 
self. But most of all, perhaps, the Paseo del 
Norte needs a clear-voiced spokesman. 
Such a figure would carry the region's inter- 
ests to Austin, the Texan capital, to Wash- 
ington, DC, and to Mexico city. He could 
also tell the people of El Paso not to blame 
NAFTA for their troubles. Look at compa- 
nies like Keats Industry, he would say. 
Booming business across the river in Jua- 
rez, dependent on American skills, will 
bring jobs and prosperity to El Paso—pro- 
vided El Pasoans learn the skills that will 
enable them to seize their chance. 





The Caterpillar strike 


Not over till it's 
over 


PEORIA, ILLINOIS 


NE of the most stubborn labour dis- 
putes of the 1990s has just got worse. 
On February 13th representatives from the 
United Auto Workers and Caterpillar, one 
of the world’s largest manufacturing com- 
panies, negotiated a tentative agreement to 
end their six-and-a-half-year dispute. No 
sooner had the two sides lugged the bulky 
agreement back to their respective parties 
than the UAW rank and file voted it down 
by 58% to 42%. 

Caterpillar has been at odds with its 
12,000 UAW-represented employees (about 
one-fifth of its global workforce) since their 
last contract expired in 1991. At that time, 
the union sought an agreement resembling 
contracts negotiated with other UAW em- 
ployers, such as the Big Three car makers—a 
so-called pattern agreement. Caterpillar re- 
fused, arguing that it could not be competi- 
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Losers and winners 
Work stoppages 








involving 1,000 workers or more 


Sources: Department of Labour; Bureau of Labour Statistics: Caterpillar 


tive without more labour flexibility. 

The UAW went out on strike for five 
months in 1991 and again for 17 months be- 
ginning in 1994. The UAW leadership 
called off both strikes without solving the 
underlying dispute. Relations between 
management and workers simmered; rela- 
tions among workers were sometimes even 
worse, as strikers went back to work along- 
side those who had crossed the picket line. 
Caterpillar and the UAW have been operat- 
ing without a contract since 1991. 

The recent near-agreement had much 
to make workers happy: pay rises of 2-455, 
cost-of-living increases, three lump-sum 
payments of 3% and higher pension bene- 
fits. The average wage for existing workers 
would have risen to between $18 and $22 
an hour. The nation’s average manufactur- 
ing wage in January was $13.42. 

But money does not appear to have 
been the problem. Instead, the deal lost 
support among the rank and file because of 
its treatment of 160 workers fired in the 
course of the dispute. (The union says that 
labour agitators were fired for offences as 
minor as singing along with the radio 
while on the assembly line; the company 
says some of the offences were more along 
the lines of death threats.) In any case, the 
new contract would have reinstated 110 of 
the sacked workers and left the fate of the 50 
most serious offenders to arbitration. 

This seemingly trivial issue touched a 
nerve among certain UAW members. The 
proposed agreement would have required 
the UAW to accept workers who crossed the 
picket line back into the union without any 
kind of retribution, such as punitive fines. 
Union members complained that if the 
union is required to forgive strike-related 
offences, then Caterpillar should as well. 
“If we're going to give full amnesty to the 
scabs, the illegally terminated should get 
full amnesty, too,” one worker complained. 

Specifics aside, the rank-and-file vote is 
a black eye for the UAW leaders who en- 
dorsed the agreement and predicted it 
would pass. Labour experts say it is yet an- 
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other UAW miscalculation. Early in the dis- 
pute, union leaders were said to be hopeful 
that a Democratic Congress and president 
would deliver legislation prohibiting per- 
manent replacements for striking workers. 
When that did not happen, the union was 
left with less leverage than expected. Union 
leaders also appear to have underesti- 
mated the number of workers who would 
cross the picket line. All told, over 4,000 
workers—a quarter of the strikers—were 
willing to turn up to work. 

Lastly, labour observers say the UAW has 
been outmanoeuvred by Caterpillars 
“softball” tactics. By offering reasonable 
wage increases and not hiring permanent 
replacements, Caterpillar has minimised 
sympathy for striking workers and made it 
easier for workers to cross the picket line. 
“In a very shrewd way, Caterpillar kept the 
temperature down,” says Michael LeRoy, a 
labour expert at the University of Illinois. 

Meanwhile, Caterpillar has not only 
survived; it has thrived. In 1997, the com- 
pany had its fourth year in a row of record 
profits, earning $1.7 billion. The firm’s 
share price has increased fivefold since the 
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‘next downturn. Record profits owe some- 
thing to a weak dollar and strong growth 
-abroad, both of which have already started 
to reverse themselves. The firm also needs 
-. todeal with over 400 complaints of unfair 
© labour practices that have been lodged by 
workers with the National Labour Rela- 
tions Board (NLRB) since the conflict began. 
Many of the charges are spurious, but they 
are costly to adjudicate nonetheless. And if 
the NLRB does decide in favour of the UAW 
on some charges, Caterpillar could find it- 
self owing even more. In the agreement 
. voted down by the vaw, all the charges 
. would have been withdrawn. 

: The Caterpillar strike that is now "play- 
` ing in Peoria" says much about the state of 
the labour movement. America's top 
unions can no longer dictate terms to em- 
ployers by threatening to shut down the op- 
- eration. “The strike weapon was blunted 
years ago,” says Mr LeRoy. 

Despite a tight labour market, Ameri- 
can unions still have less muscle than they 
used to, and they are not flexing it much. 
The fraction of American workers who be- 
^ Jong toa union has been falling for two de- 
<- cades; the proportion of unionised private- 
_ sector workers has fallen below 10% for the 
. first time in the history of modern labour 
_ relations. The number of big strikes is only 
- 10% of what it was 20 years ago (see chart). 
_ But if confrontation is not working for 
. the UAW, co-operation is not doing so well 
. either. Also this week, the UAW branch in 
Spring Hill, Tennessee, voted to revisit its 
 *unique partnership" with General Motors 
< in which Saturn workers are paid 12% less 
-than other GM hourly workers in exchange 
o for a bonus structure tied to quality and 
profit goals. 

Not surprisingly, that partnership 
: works best when times are good. In 1996, 
- Saturn workers earned about $4,000 more 
than GM workers with conventional con- 
tracts. In 1997, however, Saturn sales fell 
- 40% and Saturn workers earned $4,000 less 
< than their more conventional counterparts 
= at GM. On Monday, Spring Hill uaw mem- 

bers voted 1,156 to 187 in favour of holding 

. a formal referendum in March on whether 
~. to dump the innovative Saturn contract in 
favor of a traditional GM-UAW contract. 
Ironically, much of Saturn's marketing has 
` focused on its innovative labour agree- 
nent. ^ h T en] x saw ‘all those ads about 
vorki I felt dial that. I 
"one worker 












> told the Debita News. ; 
‘Yet the UAW labour sti ei 


ies recently Tanad th man facture t 
use of “jack rocks”, crude devices made by 
bending nails Gute like children's 
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| trying to cross the picket ine Certainly the 


UAW and Caterpillar could put that kind of 
engineering expertise to better use. 
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Extremes of weather 
El Niño in Florida 


MIAMI 


N THERMAL maps, it appears as an 
angry red slash off the west coast of 
South America. El Niño, as it is called, is a 
miniature sea of hot water trapped far to 
the east of its usual home in the larger Pa- 
cific. Because its unseasonably warm tem- 
peratures were discovered around Christ- 
mas time many years ago, Peruvian 
fishermen named it after the Christ-child. It 
is proving anything but a blessing this win- 





Weighing the risks 


ALAN GREENSPAN, 
chairman of America’s 
Federal Reserve, has a 
famously elliptical 
manner. Yet his latest 
pronouncements on the 
American economy—delivered to Con- 
gress on February 24th and 25th—were 
surprisingly transparent. Mr Greenspan 
wanted to underline the uncertainties 
surrounding the Fed’s economic fore- 
casts. and the risks facing the economy. 

The first risk comes from Asia. Previ- 
ously, Mr Greenspan had suggested that 
the Asian crisis might even help to cool 
an economy that was growing too fast for 
comfort. This time he spoke of “storm 
clouds massing over the western Pacific 
and heading our way.” 

These storm clouds, and the lower 
net exports and import prices they im- 
plied, might restrain inflationary pres- 
sures just enough in an economy with 
strong domestic demand and tight la- 
bour markets. But, Mr Greenspan cau- 
| tioned, they might prove either too weak 
| to offset inflationary pressure or so 
|! strong that output slowed too much. So 
the Fed's forecast of Gop growth for 1998 
| of between 2% and 234% could prove in- 
accurate in either direction. | 

America's trade deficit did rise sub- 
stantially in December, reaching a nine- 
year high for 1997 (though as a share of 


pes 








- GDPthe trade deficit has remained virtu- _ 
: ally flat since 1994; see chart). But thereal 
| inpar ofa strong dollar. and opad 


regülatly, it has never i causé such damage - 
to the United States. For some weeks now, 
severe rain storms (as well as an exceptional 
surf) have been battering California. This 
week, tornadoes spawned by El Nino 
storms savaged several counties across a 50- 
mile swathe of central Florida, flattening 
entire settlements, killing at least 38 people 
and injuring nearly 300 others. 

The places that bore the brunt of the 
damage were Osceola County and the town 
of Kissimmee, south-east of Orlando. The 
tornadoes struck shortly after midnight on 
February 23rd, sparing little in their path. 
Tractor-trailer trucks were picked up like 
toys and hurled hundreds of yards. A house 
was lifted nearly whole by a wind-funnel, 
then dumped on top of another, splinter- 
ing both into piles of debris. Forests were 
flattened as if stamped by giants. 

The human tragedy was appalling. 
Families were crushed while cowering in 


demand in Asia will become clear only | 
in future months, and Mr Greenspan | 
said it would need careful watching. | 

He stated strongly, however, thata | 
lack of global leadership or a retreat into 
protectionism would threaten America's 
growth. And he was equally forthright 
about domestic risks facing America's ex- 
pansion. He suggested, pointedly, that 
banks might be becoming complacent - 
about repayment risk. And equity inves- 
tors also got a warning: “Quite possibly, 
12 or 18 months hence, some of the se- 
curities purchased on the market could 
be looked upon with some regret by in- 
vestors.” None of this was novel (remem- 
ber “irrational exuberance”), but taken 
together it shows a central bank boss 
with uncertainty on his mind. 


—— ated deanna ee 


UStrade* — 
deficit, $bn 
if left-hand de) 


MAR 


eannan a AATE AA ATSAN A AASA a ANA a aa a BA A A AAA AAAA A A AES A a ANE AEEA AAA E R RADE ME IE 





—M (a 


THE ECONOMIST FEBRUARY 28TH 1998 



























































The scene in Ponderosa Park 


their beds, some when cars smashed 
through garage walls and into their bed- 
rooms. A man in Kissimmee stepped out of 
a bar and was swept away by the storm; his 
body was dumped on a highway a mile 
away. Less tragically, an 18-month-old baby 
was torn from its cradle, miraculously to be 
found alive late the next day, wrapped “like 
a taco” in its mattress in the crook of a tree. 

The greatest number of casualties came 
at a campground called Ponderosa Park 
that was filled to capacity with tourists in 
tents, camper trailers and recreational ve- 
hicles. Many of these campers were the 
“snowbirds” who flock to Florida from the 
north every winter because of its suppos- 
edly balmy weather; they had chosen the 
spot because it was next to a baseball park 
where the Houston Astros were about to be- 
gin spring training. In barely two furious 
minutes, vehicles and canvas were shred- 
ded as if bombed; 21 people were killed, 
many by debris flying about like shrapnel. 

As the tornadoes moved eastward they 
mercifully avoided the most heavily popu- 
lated parts of Orlando, passing to the south 
and the north; and they came at night, 
when fewer people were outside and ex- 
posed to their fury. But they struck the farm- 
ing and retirement communities around 
Sanford, about 40 miles north of Orlando, 
and Daytona Beach on the Atlantic coast, 
where the damage to buildings was esti- 
mated at about $8m. 

At mid-week President Clinton arrived 
to visit the devastated communities and 
pronounce six more counties in Florida to 
be federal disaster areas, qualifying resi- 
dents for federal money to help rebuild. 
Such declarations are becoming routine 
this winter: 34 counties are now covered. 
Left behind with the wreckage, however, 
was a question on the minds of the lucky 
and the unlucky: when will it end? This was 
the fifth “severe storm” to lash Florida this 
winter. All rainfall records for this time of 
year have already been shattered. In a typi- 
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cal winter, central Florida would get 
about eight inches (203 mm) of rain; 
but more than that fell during one 
four-day period early this February. 

El Nino's effects have not been 
uniformly bad. In its early months 
last year, it created easterly breezes 
that blew across the South Atlantic 
and shaved the tops off approaching 
storms that would have grown into 
hurricanes. And some places, such as 
the northern mountains of New 
Mexico, have enjoyed record snows 
that have brought good business to 
ski resorts. 

There was a time, indeed, when it 
was possible for Americans to feel 
smug about El Nino. Although it 
might be causing fires in Sydney and 
drought in South-East Asia, in Amer- 
ica it was just an overblown story on 
which people blamed every meteorological 
oddity. Among the dozens of dedicated 
websites that have sprung up to cover it, 
one, created by a group of sceptical aca- 
demics, calls itself "The official El Nino 
Hotline of DOOM" In central Florida, at 
least, that joke has turned sour. 





Trade wars 
Hunting commie 
crayfish 


BATON ROUGE, LOUISIANA 


S DELICACIES go, the crayfish (crawfish 
to our American cousins) isn't pretty. 
At first glance, it looks like a miniature lob- 
ster; stare longer, and it starts to resemble a 
giant cockroach with claws. In the wild, it is 
blue-brown and burrows in muck. This is 
not food for the faint of heart. But Cajuns 
have long boiled their “mudbugs” to a 
bright red hue, and dropped the meaty tails 
in rich étouffées and soups. And since Loui- 
siana cooking has gained worldwide 
appeal, this low crustacean has be- 
come a high-stakes commodity. 

For years, Louisiana had a corner 
on crayfish; its 2,500 crayfish farm- 
ers and 1,200 wild-crayfish harvest- 
ers produce more than 100m 
pounds each year, nearly all Ameri- 
ca's domestic supply. But as local op- 
erators poked into east- and west- 
coast markets, they met competition 
from China. And for years, locals say, 
the Chinese have played dirty. 

According to Harold Benoit, the 
head of Louisiana's Crawfish Promo- 
tion Board, the target was the market 
for crayfish tails. About half of Loui- 
siana’s crayfish crop is sold whole. 
The rest is pre-peeled by seasonal 
workers, who prise out the tail-meat. 


UNITED STATES 


The cost of labour drives prices high, and 
this is where the Chinese began to take ad- 
vantage in the early 1990s: they flooded the 
market with cheap frozen tails. 

By 1995, imports from China had 
grown to millions of pounds, priced at less 
than half the Louisiana rate. Even Louisi- 
ana restaurants were buying Chinese; local 
peelers and processors suffered. In the 1996 
presidential campaign, Pat Buchanan 
crossed the state denouncing “communist 
crawfish”. The International Trade Com- 
mission was a bit more cautious: it 
launched an investigation first. Last sum- 
mer, it announced proof of illegal dump- 
ing, and imposed stiff tariffs on certain 
Chinese companies. Across central Louisi- 
ana’s crayfish belt, the industry rejoiced. 

But the tale did not end there. Last 
month, two strangely similar packages of 
frozen crayfish appeared on Louisiana 
shelves, marked with identical colours and 
logos. The only difference: one bore a label 
from China, the other from Singapore. 

Coincidence? Probably not. After some 
detective work, state officials concluded 
that Singapore produces no crayfish. There 
is “just not enough land” for a crayfish 
crop, says Roy Johnson of the state agricul- 
ture department. He believes that this is a 
case of crayfish laundering: a dastardly ef 
fort to avoid the tariff. Now the state gov- 
ernment has impounded 14,000 pounds of 
supposed Singapore crayfish, and suspects 
that far more has trickled into the country. 

Yet even Mr Benoit admits that the cray- 
fish trade wars have not been all bad. 
Cheap Chinese mudbugs have opened 
American markets where there were none 
before. And, though the price wil! now rise, 
many diners will be prepared to pay. Chi- 
nese crayfish mature a few months later 
than their capitalist cousins, Mr Benoit 
said, and could meet demand in May when 
the homegrown season ends. “Between the 
two countries, we can provide crawfish 
year-round in the United States," he says. 
"That's all we ever asked for." 
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| I: USED to be said in Washington that anyone who is anyone 
is probably a lawyer. The new rule is that anyone who is any- 
one must hire a lawyer. Bill Clinton, Anyone-in-Chief, has a vast 
scandal-squashing legal team, which has racked up unpaid bills 
of more than $3m. Dozens of White House staffers have been 
caught up in Mr Clinton’s legal fights: though not themselves 
accused of doing wrong, they need lawyers to advise them how 
to respond to subpoenas. For the first time ever, incumbent ad- 





















































fending his client’s reputation 
“outrageous”. 
| Yet, if there is an outrage here, it 
| is not the one that the protagonists 
| are pointing at. The indignant law- 
|| -yeris William Ginsburg, who repre- 
- | sents Monica Lewinsky, the presi- 
|| dents alleged lover. Mr Ginsburg's 
| complaint is that his opponents— 
| Mr Clinton's legal team on one 
side, the government prosecutors 
| headed by Kenneth Starr on the 
| other--have vastly more resources 
| than he has. Poor Mr Ginsburg is 
j 


. | working round the clock, with no _ 
| certainty that his client will ever 
| pay his bills. And what is his re- 
| ward? tv celebrities send him flow- 
| ers; his face adorns newspapers 
and magazines; he has achieved in- 
| stant star status. In short, he is hav- | i 
| ing the time of his life. He may not 
get paid in full, but then he can 
probably survive without a second 
. | Mercedes. 
^| Mr Ginsburg invites public 
sympathy for his client. as well as 
for himsel£ She may sue her "friend" Linda Tripp, he: says, for 
leading her into legal jeopardy. He has set up a legal defence 
fund for her, arguing that she is an impoverished victim. “My 
little girl”, he says, “can’t go outside . . 
| cooped up in a luxury apartment at the Watergate complex, un- 
abletoenjoy thesimple pleasures that once made her life worth- 


i 
| the boutiques so crucial to her sense of self. When she eats at a 
| restaurant these days, she is obliged to RESCUE a private room. It 
' isallso es uu 
| The real outrage is that some people seem to buy this argu- 
| ment, Within three days, the Lewinsky defence fund was prom- 
| ised its first $10,000, from the feminist Osias Foundation in 
| New York, which claims to be “dedicated to studying the reality 
FE of women. in. toda y's. American workplace. " “Monica Lewinsky 
| -is ever bred woman in areais naron the Hanaaon S boss 
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| ministration officials have been forced to establish legal defence - 
funds; the president himself has recently set up a new one. - 
Things have got so out of hand that one prominent lawyer has 

even turned against his own profession, egies the cost of de-. 





. can't pay her bills.” She is . 


| while: like having her hair done three times a week, or browsing - 


ewinsk kyis a victim, ine one EE * 
les of journals bias, a think- 


iai sifted th rough 194 stories Ged by the three television: net- X | 
works in the scandal’s first11 days: fully 75% of references to Miss 
Lewinsky were hostile, a higher proportion than for the scandal’s 
other protagonists. Most offers of support to Miss Lewinsky have 
been less open-handed than the Osias one. Bob Guccione, boss 
of Penthouse magazine, has offered Miss Lewinsky $2m—on the 
modest condition that she pose immodestly for his publication. 


. The Internet houses a vast array of sites set up by Monica fans, 

including an open letter from a smitten lad imploring her to 
accept the Penthouse offer. But the Monica idolatory on the In- 
ternet is swamped by jokes about her. 


Miss Lewinsky may fear for her reputation now; but she 
should have thought of this when 
she told friends about her sexploits 
(imaginary or otherwise) with the 
president. If she deserves sympathy 
at all, it is because she picked the 
wrong time to get caught up in a sex 
scandal. In a more discreet age, she 
would have been paid off, and the 
press would have turned a blind 
eye. Warren Harding's mistress was 
given enough money to leave the 
country for four years; the press 
knew of John Kennedy’s affairs, but 
chose to keep silent. 

At first, when this discretion 
died, femmes fatales were okay any- 
way: they could flaunt their con- 
quests, and feel little shame in do- 
ing so. Jimmy. Carter gave a 
(clothed) interview to Playboy in 
1976; if the God-fearing president 
could do this, then anyone could 
do the same respectably. It followed 
that, in 1980, one ambitious Wash- 
ington lobbyist volunteered to pose 
naked in that magazine, then of- 
fered to videotape herself having 
Sex with: various politicians. She and others hoped that notoriety 
would launch showbiz careers. Even the comparatively modest 
Donna Rice, Gary Hart's consort, landed a contract to do adverts 
on Tv for a brand of jeans called No Excuses. 

Some still pursue this line: Paula Jones, who accuses Mr Clin- 


ton of sexual harassment, posed recently for Penthouse. But 


America no longer finds this respectable; and Miss Lewinsky 
wisely hesitates to follow. Hence her lawyer’s efforts to portray 
her as an innocent victim. And, although it is appropriate that 
this attempt should fail, Miss Lewinsky has reason to feel cross. 
For, in a marvellous reversal of gender roles, Mr Clinton has 
been doing rather well with the same strategy. — — 

It used to be that only women claimed to have been stalked, 
preyed upon, seduced with empty flattery. Now Mr Clinton’s 
allies have used this line to defend him. He cannot help being 
handsome, they explain; it is not his fault that certain women 
long to seduce the president. In 1996 a survey of 800 secretaries 
found that 31% would rather seduce Mr Clinton than John Ken- 
nedy Junior, a professional sex symbol. So poor Mr Clinton is 


. . pursued, besieged; under this kind of pressure, say Mr Clinton's 

. «friendson rv, any man would crack occasionally. This chutzpah 
-trumps even Mr Ginsburg's oun ae But the presi- 
3 dents seems to get away with: it. 


THE ECONOMIST FEBRUARY 28TH 196 








Leta 
J" rJ 


bel Po pr P 
` f ô 
n. An b b 
T "Ne d 
p> m. P 
^ v i41 , 4 
* ` * 
= AW 
A , 








i 


- ds. j 

it 

E In June, the world’s most important 
ation technology CEOs will make a pilgrir 


To the birthplace of the Internet. 


: 
' 


www.FairfaxCountyEDA.org 


University of Michigan 
Business School 


Ranked #1 in the world in Human Resources by Business Week 


Strategic Marketing Planning April 27-May 1, 1998 
Effective Sales Management May 11-15, 1998 
Finance for the Non-Financial Manager May 11-15, 1998 
ae ario pe cottages of Managers May 18-22, 1998 
LN Je ' jme 


, NE: k K 71 2 x 
; US. office: AOT SLE Down | 
| telephone: (313) 763-1000 telephone: (852) 2509-9088 
fax: (313) 764-4276 fax: (852) 2509-9228 


nietos bus.umich.edu 


7, — XJ 


SEES 
SPE Hayes 
developing world d executive 


Ao lac 


~ 





THE AMERICAS 


The wonders of Haitian 


democracy 


PORT-AU-PRINCE 


The restoration of Haiti’s elected president in 1994 was one of Bill Clinton’s 
none-too-many successes abroad. It looks less impressive today 


T WAS hailed as a triumph for democ- 

racy. Today, 3^» years after President Bill 
Clinton dispatched American troops, 
thinly disguised as part of a multinational 
force, to remove Haiti's military regime, the 
island is a political shambles, guns are ev- 
erywhere and common crime, not least 
drug trafficking, is on the rise. 

The restoration of President Jean- 
Bertrand Aristide, removed by the army in 
late 1991, nine months after his election, 
went smoothly. But the American troops 
went home last year, and the United Na- 
tions maintains only a small contingent. 
Law and order have been left to a new civil- 
ian police force which—despite foreign at- 
tempts to train it—is undermanned, ill-pre- 
pared and ill-equipped. The first civilian 
force in Haiti's 194 years as a country, it is a 
vast improvement over the police of the 
military regime. But it is still only 5,200- 
strong, in a nation of more than 7m. 

The police stand accused of beatings 
and other abuses. In a joint report, the New 
York-based National Coalition for Haitian 
Rights and the Washington Office on Latin 
America, à liberal lobby, say that since 1995 
the police have killed about 100 Haitians— 
half of them unjustifiably. The police are 
also involved in crime and corruption, 
though some effort has been made to root 
out the guilty men: more than 160 of the 
force have been fired, mostly for involve- 
ment in drugs. 

Haiti is now a significant transhipment 
point for cocaine moving from Colombia 
to the United States. Haitian officials say 
that drug corruption is spreading "like gan- 
grene". The country's new, civilian coast- 
guard force, has seized large quantities of 
drugs, including more than three tonnes of 
cocaine. But with only 46 trained men, it is 
no match for the traffickers. 

Even if the forces of law and order were 
perfect, they could not do the job alone. Po- 
lice reform is undermined by political in- 
fighting and a corrupt judicial system. Gov- 
ernment has been paralysed since the then 
prime minister, Rosny Smarth, resigned 
last June. Mr Aristide's successor, President 
René Préval, elected in December 1995, 
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lacks the leadership to push the name of 
any replacement through Congress. In- 
stead, he has busied himself making trips 
into the countryside to promote his pro- 
jects, in a medieval-style roadshow com- 
plete with the best palace china. 

Meanwhile, $340m pledged in foreign 
aid remains in limbo, and foreign invest- 
ment—such as there was of it—has come to 
a halt. The economy, which briefly showed 
signs of growth after the restoration of dem- 
ocratic rule, is sliding again, from a pitifully 
low base: at around $900, Haiti’s GDP per 
person is about a quarter of that of the 
Dominican Republic with which it shares 
its island, and its infant mortality, at about 
70 per thousand, is twice as high. 

The grass-roots movement known as 
Lavalas (avalanche) that swept Mr Aristide 
to victory in 1990 is split. The Lavalas Politi- 
cal Organisation, to which Mr Smarth be- 
longed, helped to bring President Préval to 
power, and is the largest block in the lower 
house of the legislature, with 33 of its 83 
seats. But Mr Preval has moved closer to the 
breakaway, more radical Lafanmi (family) 


Alleged thief meets vigilante justice 


Lavalas that Mr Aristide set up in late 1996 
to promote his own return to the presi- 
dency in the elections due in 2000. 

Competition for political influence 
and jobs has raised tensions in the capital, 
Port-au-Prince, and other towns. In Mire- 
balais, some 55 kilometres (35 miles) from 
the capital, a Lafanmi Lavalas mob of 300 
people, armed with machetes and guns, 
stormed the local police station on Febru- 
ary 5th and stoned the police chief to death. 
They also stormed the jail next door, and 
freed all 76 prisoners. 

Public officials say Mirebalais has be- 
come virtually ungovernable. “These peo- 
ple don’t want to accept the role of the new 
police. They don’t want real justice. They 
want to erect a dictatorship of the people,” 
says Jean Robert Dubuisson, the town's 
young prosecutor. Ironically, Mirebalais 
had one of the best policing and judicial 
records in Haiti. Of the 76 escaped prison- 
ers, 43 had been tried and convicted; in 
most of Haiti, around 80% of the occupants 
of any jail are held awaiting trial. 

Despite all the setbacks, diplomats and 
aid administrators try to remain hopeful. 
“To the ordinary Haitian, it may seem that 
the system is still rotten, but there is some 
change,” says Colin Granderson, director of 
an 80-strong UN civilian mission—just one 
part of the UN effort—that monitors the po- 
lice and human rights. Like many veteran 
observers of Haiti, Mr Granderson remains 
philosophical. “Outsiders perhaps thought 
you could change Haiti overnight. It’s going 
to be a long, slow process.” 
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Panama 


Clearing up after 
Uncle Sam 


EMPIRE RANGE, PANAMA 


HE story begins in the second world 

war, with the forces of the United States 
driving the Japanese back northward from 
island to island in the Pacific. As tales 
flowed back from the battle zone of the 
damage done to troops and equipment by 
heat, damp, mould and other tropical haz- 
ards, the American army looked for a place 
to test against these, a place oversupplied 
with sunlight, rain, humidity and insects. 
Panama, already in use for artillery prac- 
tice, nicely fitted the bill. 

When, decades later. the American 
troops went home, Panama inherited sev- 
eral areas full of unexploded bombs, 
shells—and worse. How to clear them up? 
The Americans once told Panama that the 
job was “impracticable”. In March a Cana- 
dian indigenous tribe, the Tsuu T'inas, will 
start to do it over 300 hectares (750 acres) of 
one of these areas, Empire Range. 

The tribe acquired its unusual expertise 
after being told by the Canadian govern- 
ment that its ancestral lands, part of which 
had been used as a firing range by Canada's 
armed forces, could not be cleared. The 
Tsuu T'inasset up their own company to do 
the job, won funds for it, and did it. No 
wonder Panama's Regional Interoceanic 
Authority (ARI) got in touch. 

Empire Range is not alone. In the Pearl 
Archipelago, south of the isthmus, San Jose 
Island is now overgrown with rainforest. 
But the island was used from late 1944 to 
the early 1950s to test not only conven- 
tional weapons—some of them British— 
but mustard gas and other chemical weap- 
ons. A declassified official American report 
lists hundreds of tests, many of which in- 
volved subjecting unsuspecting American 
soldiers to chemical nasties to see whether 
their equipment worked or not. The pearl 
oysters that were once the archipelago's 
main source of wealth disappeared after 
the 1950s. 

In 1996 a company working for the 
American defence department hired Rick 
Stauber, a former bomb-disposal expert 
with 20 years in the American army, to 
study sites in Panama that might hold un- 
exploded weaponry. His suspicions fell 
upon two airfields, at Rio Hato, on the Pa- 
cific side, and France Field, near the Colon 
free zone, from which aircraft had taken off 
to practise bomb-dropping on San Jose. Mr 
Stauber reasoned that surplus bombs 
might have been dumped in the sea or bur- 
ied near these airfields. But when he ar- 
rived in Panama, officials of America's 
Southern Command told him his investi- 
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| gation would be limited to the three main 


firing ranges, excluding areas such as these. 

Another such is Chivo-Chivo, an area 
restored to Panama in the 1970s. Mr Stau- 
ber says he has seen documents that show a 
"function test"—firing—ofa nerve-gas land- 
mine there. Other sources say almost any 
non-nuclear weapon used since the 1940s, 
including napalm and Agent Orange, the 
defoliant of Vietnam fame, has at some 
time been tested in Panama. Mr Stauber 
protested at the limits placed on his work. 
His contract was not renewed. 

The Americans have said little on the 
topic, even privately—so little that the Pan- 
amanian government has made a formal 
request to be shown secret papers about the 
tests. American officials maintain that few 
records were kept at the time, and that 
many have been lost since. The American 
ambassador has described Mr Stauber's 
claims as "conjecture". Some testing still 
goes on at what is now known as the Tropic 
Test Centre. But this, says the ambassador, 
"is not a part of the ranges ... It is a labora- 
tory centre, it's not where they conduct the 
firing ofammunition." 

A promotional leaflet put out by the 
centre itself is rather less clear about the dis- 
tinction: "United States Army South Com- 
mand ranges, with power and communica- 
tions, are available to test most types of 


Caribbean Sca 


Gulf of Panama 
San Jose Island 





Km — S0 


weapons, munitions and explosives, from 
small arms to 155mm guns.” And though 
much these days can be done by computer, 
experts at the sites confirm that it is not just 
“virtual” testing they are talking about. 

The centre’s laboratories are sited on 
the Corozal base. It is part of the area pro- 
posed for a future multinational anti-drugs 
centre; so are two firing ranges, Empire 
Range, and Pinas, near the Atlantic coast. 
Negotiations on the anti-drugs scheme, in 
which many American servicemen would 
be involved, are yet to be completed. But 
the Tropic Test Centre plans to stay in Pan- 
ama even if all the American troops go 
home: it would turn itselfinto a private-sec- 
tor corporation, ready to do tests for who- 
ever might hire it. 

The United States maintains that most 


y" 


QI aX LOSS 


of the unexploded projectiles on Empire 
Range have been found and destroyed. 
Panama's foreign ministry says 21 people 
have been killed and many others injured 
since 1979 by explosions on or near the 
ranges. In early 1997, a land inspector from 
ARI was blown off his feet three times, 
though not injured, by bombs spontane- 
ously exploding near a village behind Em- 
pire Range. ARI these days is trying to sell 
plots on the former American bases to for- 
eign investors. It is having to cut its prices 
on some land, to win over buyers afraid of 
what may lie hidden underneath. 





Ecuador 


Who's corrupt 
now, then? 


QUITO 


UST over a year ago, thousands of Ecua- 

doreans took to the streets in protest 

against the government of President 
Abdala Bucaram and the corruption that 
surrounded it. Getting rid of Mr Bucaram 
was not too hard. He was deposed by Con- 
gress as mentally unfit and has since lan- 
guished, noisily but not much listened to, 
in Panama. Extirpating corruption is prov- 
ing a far tougher and lengthier job. 

Ramiro Larrea, head of the anti-corrup- 
tion commission set up by Mr Bucaram's 
successor, Fabian Alarcon, to do that job, is 
optimistic. "Corruption did not start with 
Bucaram, nor end with him. But we're tak- 
ing steps to overcome it," he says. He points 
to the commission's success in investigat- 
ing the “Penaranda network”, a ring that 
provided over-priced equipment to state 
schools in the days of the Bucaram govern- 
ment. Already 17 congressmen have been 
disqualified for their alleged involvement 
in the ring. 

Anopposition congressman, Napoleon 
Saltos, of the grass-roots Pachakutik move- 
ment, does not share Mr Larrea's confi- 
dence, however. "In Bucaram's time, cor- 
ruption was more cynical and open; you 
could see it directly. It's changed form now, 
but it's still coming down from the top lev- 
els of government," he argues. 

A series of scandals has sapped support 
for the Alarcon administration. “Dis- 
cretionary expenses", supposedly used for 
national security purposes, and on those 
grounds kept secret, are an old tale in Ecua- 
dor. In 1995, the then vice-president, 
Alberto Dahik, fled to Costa Rica before he 
could be arrested on charges of misusing 
these funds. Last May, the controller-gen- 
eral announced that they were to be abol- 
ished. But, Mr Saltos complains, nothing 
was actually done until this February, after 
Congress began to ask about the use of simi- 
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A But corruption goes far beyond the gov- 


2 ernment of the day. It is a way of life. Faced 
< with inefficient public services (and snail’s- 

pace privatisation) Ecuadoreans with 
` monėy simply pay to bypass bureaucracy 


EN ‘obtain, say, a telephone line or a na- 








tional identity card. Bureaucrats make up 
for low wages by taking bribes to get a job 
done. Their bosses charge commissions for 
awarding contracts. Tax evasion is a na- 
tional sport. Those without the means to 
pay bribes are left at the end of the queue. 
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acts pem du. their possessions 
confiscated, as drug-traffickers do. - 
An end is proposed to the time-limit _ 
within which cases must be heard. - 
Often, today, the accused slip 
abroad, and return cheerily when um 
the time is up. a 
Even if such ideas become law, ne 
would they have much effect? Mr _ 
Larrea says the controller-general’s 
office has been slow to follow up his 
commission’s investigations. Why? 
Because the office is politicised, says 
Mr Saltos. “Responsibility begins at the top. 
Reforms have a chance if there is the politi- 
cal will.” Certainly there will be politica 
talk: a presidential election is due this yea 
But real will and action thereafter? — 
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AS John Paul H won a convert in 
Cuba? Not a month since the papal 
visit and the cries for political freedom 
that it led to, President Fidel Castro this 
week echoed a papal theme. A different 


. one, however. As a "revolutionary and 
public figure", he told the National As- 
.|. sembly, fresh from re-electing him, unani- 
dus mously, to his post, he is against abortion. 


-That will come as a shock to Cuba's 
women. In four decades of secularism 


, and revolutionary social engineering, Mr 
~ Castro has moulded Cuba, never a very 
- Catholic society, into one that disagrees 


diametrically with Catholic teachings in 
two notable respects: its open embrace of 
sexuality, and the role it accords to 
women in society. Many Cubans share 
the pope’s western enthusiasm for politi- 
cal freedom; not many share his Catholic 
version of morality. 

The pope found this out during his 
open-air homilies throughout Cuba, 
whenever he touched on his favourite 
topic, family values. Time and again, his 
otherwise enthusiastic listeners retreated 
into astonished silence at his tirades 
against sex outside marriage, contracep- 
tion (and, still more, abortion) and other 


aspects of normal Cuban life as promoted 


by—some indeed only made possible 
by—the Communist regime. 
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| Brother Fidel and the women of Cuba 


© HAVANA 


This is because women in Cuba are 
not—if ever they really were—exactly stay- 
at-home types. Despite the country's lin- 
gering machismo, Mr Castro's regime has 
raised them to near-equality with men. 
The key was mandatory, free public edu- 
cation, says Norma Basallo, of the Univer- 
sity of Havana. Four decades ago, most 
girls received little education; today, she 
says, given the same encouragement and 
opportunity of basic education as boys, 
girls consistently beat boys in exams for 
entrance to higher education. By now 65% 
of all Cuba's professional people and 
technicians are women. 

And, once educated, they lend little 
ear to Catholic values. The offers of sex- 
for-cash with which The Economist's cor- 
respondent and most other male visiting 
journalists were bombarded (for all the 
official efforts at a clean-up) during John 
Paul's visit do not spring solely from the 
fact that Cuba is poor, foreigners rich and 
dollars worth having. Well above street 
level, Cuba's women reckon they have a 
right to choose. 

And choose they do. Not in the best of 
taste, maybe. "I don't mind a lover with a 
small prick, as long as he works hard to 
make sure I’m satisfied,” says one woman. 
The other disagrees, laughing, in language 
that would make many a man blush. The 





two women are disc jockeys on a top Ha- . | 
vana radio station, and this exchange | 
took place during their call-in show on | 


the eve of the pope’s arrival. 


Ata weightier level, for every 100 mar- |. 


riages, Cuba records 55 divorces. A di- 


vorce by mutual consent costs 80 pesos | 
(less than $4), and even withoutthatonly | 
25 pesos more, if one party does not turn . 
up. Divorced women and single mothers ` 

ce no social stigma; the state helps by | 
chasing after fathers who do not support | 
their offspring, and by providing cheap 
child care. Abortion—unlike reliable con- 
doms, even if Cuban men were happy to 
use them—is readily available, and costs 


nothing; and about 40% of all pregnan- 
cies are reckoned to end that way. Few 
women dream of a return to the tyranny 
of endless pregnancies implied by the 
Catholic church's objection to both meth- 
ods of birth control. One result is a fertil- 
ity rate, 1.5 births per woman, more typi- 
cal of rich countries than of what Cuba 
still is, the third world. 

And, though John Paul may have 
made a convert, the new Brother Fidel— 
who cheerfully admits that during his 
schooldays he thought more about girls 
than lessons (or the church)—is new only 
up to a point. He still says yes to sexual 
freedom, he told the National Assembly. 
He just wants it used responsibly: "We 
don't have to reinvent the chastity belt." 


Too bad he does not apply the same .. 


thinking to freedom in politics. 
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"Competition in the banking sector was intense in 
1997 and interest Mb came under severe 
We pressure foHowing the rise in interbank rates in the 
. final quarter. Hang c financial strength and 
prudence allowed the Bank to record a healthy 
11.696 growth in operating profit for the year, The 
Bank was aíso able to maintain the net interest 
margin at 3.1% and the cost:income ratio at a low 
29.196, 


"Given the uncertain interest rate outlook and the 
stowdown in overall economic activity in 1998, the 
banking industry is facing a difficult environment 
not seen in many years. Loan and deposit growth 
are likely to slow. In a year of consolidation, Hang 
Seng will reinforce its leadership position in the 
market by ensuring credit quality, improving 
productivity and controlling costs while expanding 
services for customers. 


Dividends p 










Shareholders' funds 





“This year marks Hang Seng's 65th anniversary. 

Through the years, the Bank has grown with the 

community and today, it serves one in three Hong - 
Kong people. The Hang Seng brand has come to 

stand for reliability and service excellence, thanks. 
to our carefully built-up operating strengths. These 

strengths will continue to stand us in good stead 

as the banking public looks increasingly to 

quality.” 


Business highlights 


« Satisfactory Growth of 11.6% in operating profit, 
10.3% in attributable profit and 10.5% in earnings per 
share. | 


* Recommended final dividend of HK$2.02 per share. 


* Total capital ratio of 22.0% and tier. T capital ratio of | 
16.3%. The capital ratios take account of market risks 
in accordance with the relevant Hong Song Monetary 
Authority guideline, 
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* The first bank in the Hong Kong Special Administrative 
Region to win approval to open a Mainland branch, in David Eldon, Chairman 
Shanghai, after Hong Kong's reunification with China. = Hong Kong, 23 February 1998 


The Shanghai Branch was opened in December. 








Phe information in. "má áünoudtement dees not constitute statutory accounts for the years ended 37 December 1996 and 1997. Certain of the financial information in this 
annojncement is extracted from the statutory accounts for the year ended 31 December 1997 which were approved by the Board of Directors on 23 February 1998 and will 
be deliver dai to t the Ri War oF Companies and the Hong Kong Monetary Authority. The auditors have expressed an unqualified opinion g those statutory accounts in their 
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INTERNATIONAL 


South Atrica’s profligate 


provinces 


JOHANNESBURG 


It once saved bloodshed but now South Africa’s constitution is wasting money 


O ONE doubts that the charisma of 
Nelson Mandela was critical to the 
transition from apartheid to majority rule 
in South Africa. But the other vital factor 
was the constitution, painfully constructed 
over three years of hard negotiation. Under 
its faintly federal system, nine provincial 
governments were set up and the parties 
that came second and third in the 1994 
election each got one to run. But what wasa 
political winner then is proving a financial 
disaster now. 

This month South Africa’s parliament 
will rubber-stamp amendments to the bud- 
get to bail out profligate provinces. An ad- 
ditional 2.1 billion rand ($444m) has been 
earmarked by Trevor Manuel, the finance 
minister, to cover their overspend. Of this, 
580m rand will be drawn from a contin- 
gency reserve for “unforeseen natural or 
other disasters”. But the rescue package— 
though less fat than some economists 
feared—will swell the state’s current-ac- 
count deficit to 4.3% of GDP this year, caus- 
ing Mr Manuel to miss his “non-negotia- 
ble” target of a 4% cap on the deficit. 

South Africa’s constitution now vests 
executive authority in a three-tier democ- 
racy: a central government, nine provincial 
ones and hundreds of local ones. It was a 
compromise struck during tense times in 
the early 1990s when South Africa seemed 
on the brink of civil war. With the African 
National Congress (ANC) poised for an 
overwhelming win in the 1994 general 
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election, other parties were desperate to 
balance the powers of central government. 

The compromise replaced the old 
white-ruled republic and its nominally in- 
dependent black “homelands”. It gives pro- 
vincial governments joint responsibility 
with central government for managing ar- 
eas such as education, health, roads and 
welfare but it gives them no power. It re- 
stricts provincial governments’ revenue- 
raising to meagre levies from odd things 
such as casino taxes and vehicle licensing. 

The central government supplied 96% 
of their combined budgets for this finan- 
cial year—almost 83 billion rand. This is al- 
ready the single largest item of government 
expenditure, and Mr Manuel cannot afford 
to increase the provinces’ allocation with- 
out further missing his deficit target. 

The provinces—including the seven 
controlled by the ANC—are giving the na- 
tional government huge political as well as 
fiscal problems. They inherited grossly un- 
equal resources and a sterile, corrupt bu- 
reaucracy. The real state of their finances is 
a mystery. A special investigation unit un- 
der Judge Willem Heath reported this week 
that provincial governments were the big- 
gest culprits among the 834 cases of alleged 
public-sector corruption under investiga- 
tion. He said he had so far found only the 
tip of the iceberg. 

Provincial governments are also be- 
coming obstacles to delivering the central 
government's promise of basic services, 
and they are turning into hotbeds of resent- 
ment among lower-ranking politicians. 
The ANC premiers of Free State and North- 
ern Province have been squeezed out by 
populist factions within the party. The pre- 
mier of North-West province narrowly sur- 
vived. In the Western Cape, still controlled 
by the white-led National Party, the provin- 
cial government brazenly budgeted a defi- 
cit this year. Kobus Meiring, finance minis- 
ter of the Western Cape, said: “If this were a 
diminishing percentage of a growing cake, 
it would not be too bad, but unfortunately 
the country isn’t growing fast enough.” 
Over in the ANC-ruled Eastern Cape, pro- 
vincial ministers recently told pensioners 
that the cupboard was bare and that the 
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province was 1.5 billion rand in the red. 
Neighbouring KwaZulu-Natal, where 
Inkatha won 51% of the vote in 1994, is con- 
sidering selling some of its assets such as 
parts of its game parks to balance its books. 

On top of the overspend, the provinces 
owe private-sector banks as much as 2.5 bil- 
lion rand. Mr Manuel refuses to under- 
write these unauthorised loans. Give them 
tax-raising powers, say some. But the gov- 
ernment resists that, not least because the 
provincial administrations—with the pos- 
sible exception of Gauteng, which includes 
industrial Johannesburg and the capital, 
Pretoria—have yet to demonstrate financial 
competence. Indiscipline, nepotism and 
“grossly inadequate management” were 
among the findings in a recent government 
audit of provincial administrations. It de- 
clared the system chaotic and unaffordable 
and demanded a rethink of the entire pro- 
vincial structure. 

A new system means changes to the 
constitution and that requires a two-thirds 
majority in the national parliament. 
Rather than return to the negotiating table, 
the ANC is banking on winning that major- 
ity in the 1999 election. That would give it 
carte blanche to invent a new system—if 
only it could agree on one. 
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IINLEKINALIUINAL 
Cameroon 


Hung over 


YAOUNDE 


ACK in 1982, Cameroonians drank as 
much champagne per head of popula- 
tion as West Germans. On average each 
Cameroonian earned about $880 that year 
(each West German $13,400), but this newly 
oil-rich West African state knocked back 
495,000 bottles of bubbly, which made it 
Africa’s biggest importer of the stuff. 

Not long after 1982, however, the econ- 
omy slid under the table. The partying con- 
tinued for a few years, on borrowed money. 
The hangover continues. Cameroon makes 
people wonder why Africa is not more ex- 
plosive than it is. As in many other African 
countries, power and wealth are in the 
hands of a careless, greedy few. Only the pa- 
tience of ordinary people seems to stand 
between them and catastrophe, Is that pa- 
tience inexhaustible? 

It seems to be. Cameroon may be better 
off than its neighbours, but it is much worse 
off than it should be. The chief cause is bad 
government. The eight-year economic slide 
began a few years after Paul Biya became 
president in 1982. Resources were stolen, or 
squandered on unworkable projects; cor- 
ruption spread. Mr Biya, clever but lazy, 
stayed in power by manipulating the lin- 
guistic and ethnic splits in Cameroonian 
society. The country has numerous fault- 
lines. The population is half-urban, half-ru- 
ral; there are about seven large ethnic 
groups, and dozens of smaller ones; a third 
of all Cameroonians speak English in an 
otherwise French-dominated culture. 

Mr Biya used to rule a one-party state 
but, under pressure, had to hold a multi- 
party election in 1992. Fraud was wide- 
spread and the result close—close enough 
for many observers to believe that John Fru 
Ndi, the main opposition candidate, had 
won. Mr Biya disagreed. A few disturbances 
were easily put down. Two years later, de- 
valuation caused the value of government 
salaries to fall by 7095, but there were no ri- 
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ots. Last year there was another election, in 
which the playing field was so uneven that 
no opposition candidates would stand. Mr 
Biya said he had won with a mandate of 
more than 90%. Observers reckoned the 
turnout was under 30%. Again, there was 
astonishingly little outrage. 

Nor has Mr Biya had to suffer the inter- 
national opprobrium that, for example, Ke- 
nya's electoral malpractice has attracted. 
France, which has the largest foreign stake 
in Cameroon, vetoes attempts by other Eu- 
ropeans to put more pressure on Mr Biya. 
Though no puppet of France, Mr Biya gets 
support from the French. They could not 
bear the idea of Mr Fru Ndi, an English- 
speaker, as president of a “French” country. 
With a seven-year presidential mandate, 
Mr Biya looks safe for a while, safe enough 
to pursue “democratic appeasement”. He is 
talking to the opposition, and proposing 
“new democratic structures”. 

The opposition’s most powerful man, 
Mr Fru Ndi, has been drawn into the talks. 
Usually a stirring public speaker, he now 
preaches calmness and patience to his fol- 
lowers. His party, the Social Democratic 
Front (SDF), is demanding constitutional 
reforms, including an independent elec- 
toral commission, before any new election. 
Few believe the government can concede 
this. “It would be suicide,” said one diplo- 
mat. “They are more likely to use the talks 
to lure opponents on to the government 
side.” Mr Biya has already persuaded one 
opposition leader to do just that. 

While it talks, the spr may lose its more 
radical supporters to extremist groups, 
some protesting against poverty and cor- 
ruption, others seeking the secession of the 
English-speaking west. Cameroon's Roman 
Catholic leader, Cardinal Christian Tumi, 
complains that many people can feed their 
families only once a day and cannot afford 
to send their children to school. He won- 
ders whether change can ever come about 
through democratic means; will young rad- 
icals choose a less peaceful route? 

Yet some close to the government con- 
cede that Mr Fru Ndi has had an effect on it. 
“He says out loud what we all whisper,” 
says one government supporter, referring 
to his vigorous attacks on corruption and 
incompetence. They may have embar- 
rassed the government into making im- 
provements. After last October's election, 
Mr Biya fired two of the most corrupt min- 
isters. He also began to put Cameroon's oil 
income into the treasury rather than bank 
accounts abroad. His strong new team in 
charge of the economy is well regarded; its 
first act was to try to restore international 
credibility by paying off debt arrears of 
$450m, a painful 5% of Gpp. 

When the 1MF agreed to a new pro- 
gramme of help last year, many said it was 
like opening the bar to an alcoholic (four 
previous IMF programmes quickly col- 


lapsed). This time the Fund thinks that Mr 
Biya is committed to reform. Cameroon's 
economy has grown for the past three years, 
helped by rising exports of timber, oil and 
coffee after the 1994 devaluation ofthe CFA, 
the French-backed African franc. 

But so far this has brought no relief to 
ordinary Cameroonians. Although the 
freeze on civil servants' pay eased last year, 
there is no feel-good factor. For most, the 
IMF reform programme will bring more 
pain before any benefits filter through to 
them. Before then, Cameroon could be hit 
by the fallout of the crisis in Asia or by po- 
litical upheaval in its giant neighbour, Ni- 
geria. Or perhaps the legendary patience of 
Cameroonians will finally crack. 





Iran 


A good arm-lock 


TEHRAN 


HE strangest guests came to the 19th- 

anniversary celebrations of the Islamic 
revolution in Iran last week. A team of wres- 
tlers from the United States became their 
country's first institutional contact with 
Iran since 1979, when the American em- 
bassy was seized and its staff held for 444 
days. The wrestlers got red-carpet treat- 
ment. TheClinton government, keen to cul- 
tivate relations with Iran's more relaxed 
new president, Muhammad  Khatami, 
hopes the wrestlers might break the ice. 
This week they were followed by a team of 
pundits from Washington think-tanks. 

Not everyone was happy. “How can we 
raise the American flag in the stadium and 
burn it outside?" asked Ali-Asqar Hadi- 
Zadeh, one of the conservative hawks who 
still refer to America as the "Great Satan" 
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and tried to prevent the wrestlers’ trip. The 
critics called it “awkward and humiliat- 
ing” and organised an anti-American dem- 
onstration. 

They did not prevail. In an official cere- 
mony, American flags were raised, and 
went unburnt, for the first time since 1979. 
The American wrestlers drew the second- 
loudest applause (after the home team) 
from the 12,000 or so fans gathered at Teh- 
ran’s Azadi (Freedom) stadium. Teams 
from the other 20 countries were almost ig- 
nored. After each contest Iranian and 
American wrestlers, winners and losers, 
raised their arms and embraced each other. 
The audience cheered wildly and gave a 
standing ovation to one American who did 
a lap of honour waving the Iranian flag. 

Only a handful attended the anti-Amer- 
ican rally, and it was over in 30 minutes. Ali 
Akbar Nateq-Noori, speaker of parliament 
and leader of its anti-American faction, sat 
sphinx-like as he watched the scenes in the 
stadium. Yet his presence showed that the 
event had the backing of most Iranians 
who matter. 

This week the wall of mistrust between 
the two countries began to crack. Wrestling 
was a good start; it is, in Iran, an ancient art, 





High in the Gulf 


KUWAIT CITY 


| 

OUNG Kuwaitis are a drug-dealer's 

delight: rich, westernised and bored. 
Add to that the country’s position on a 

| main trafficking route from Asia to Eu- 
rope, and it is not surprising that drugs 
are a problem. What is perhaps surpris- 
ing is that the authorities in this conser- 
vative, closed-shop Gulf regime admit to 
the problem, and are giving publicity to 
their anti-drugs campaigns. 

Kuwaiti policemen, hospital work 
ers, members of parliament and civil ser- 
vants speak candidly of the growth in 
drug-taking in recent years. The amount 
of heroin seized has increased fourfold 

in the past two years and numbers of 
drug-related arrests have shot up. The 
government's rehabilitation clinic, run 
by a British firm, reports 15 new cases a 
month, and has as many as 1,000 regular 
patients, all of them Kuwaitis. 
Parliament has approved a law im- 
posing the death penalty for drug-deal- 
ing. New measures to fight money-laun- 
dering are on the way. Children in state 
schools are drilled about the dangers of 
drugs and the state-run television chan- 
nels broadcast warning programmes. 
This relatively open approach has 
not been without embarrassments. Until 
its recent change of management, the re- 
habilitation clinic was known as the best 
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redolent of chivalry and integrity. The 
American wrestlers, warming to Iran's wel- 
come, disarmed some of the remaining 
hardliners. Kayhan, a newspaper known 
for its anti-American passion, got as far as 
saying: "We love the Americans as we do 
others in the human race.” It then felt ob- 
liged to add, however: "And we hate the 
country because of its government’s domi- 
neering behaviour." 





Mauritius 


Miracle in trouble 


PORT LOUIS 


URPRISES don't go down well with the 

Mauritian private sector and the crisis 
in South-East Asia came as a particularly 
nasty one. In the past decade Asian-style 
policies in Mauritius produced an export- 
led boom which transformed this previ- 
ously sugar-dependent economy into a 
mini-miracle, an African tiger cub. Now 
Mauritian textile prices are being undercut 
by cheaper Asian garments. Mauritians 
want two assurances: protection from the 


place in Kuwait to buy drugs. And, as 
elsewhere, the prisons turned out to be 
dealing centres. When a top anti-drugs 
official was charged with minor mis- 
demeanours, cynics whispered that the 
police dared not investigate too zeal- 
ously for fear of what they might dis- 
cover. Kuwait’s Islamists predictably 
blame the spread of drugs on the decline 
in public morals. 

Kuwaitis argue that drug addiction is 
on the increase throughout the Gulf; Ku- 
wait is simply more honest about it. The 
United Arab Emirates, following Kuwait 
in admitting to a growing level of addic- 
tion, has initiated public-education 
campaigns. But others, such as Saudi 
Arabia, are more circumspect. 





IINLONIVNALIVINAL 


Sustainable? 


Mauritian GDP, % increase on year earlier 





Asian contagion, and continued economic 
growth of at least 5%. The first looks likely. 
The second does not. 

Mauritius will probably escape the 
Asian malaise, for several reasons. The fi- 
nancial sector is well (perhaps too well) reg- 
ulated and supervised. There are no shakey 
short-term dollar loans to overstretched 
companies. The financial system here has 
only a few participants, many of them sub- 
sidiaries of the big banks. Most important, 
there is full confidence in the central bank 
and the rupee. Reserves are healthy and the 
Bank of Mauritius is clean. 

Yet the worries of Mauritian business- 
men are not entirely unfounded. The is- 
land’s success has been partly built on pro- 
tected trade deals in textiles and sugar with 
America and Europe. These are now under 
threat and, if they go, Mauritius will have to 
find new niches in the world market. How- 
ever, creating that flexibility is exacerbating 
already scratchy relations between the gov- 
ernment and the private sector. 

Elected in late 1995, the prime minister, 
Navin Ramgoolam, promised better eco- 
nomic management and an end to corrup- 
tion. But the ethnic divisions in Mauritian 
society are paralysing him. The vibrant pri- 
vate sector is run almost exclusively by 
white Mauritians of colonial descent. The 
public sector is the domain of the Hindu 
majority. Mr Ramgoolam depends on their 
vote. The businessmen demand cuts in the 
civil service and want the money thus 
saved spent on improving the country's in- 
frastructure. That is not unreasonable; 
about one Mauritian in six works in the 
public sector. These public-sector workers, 
however, tell Mr Ramgoolam to protect 
them. The result is a damaging stalemate. 

Unemployment stands at about 6%. La- 
bour is immobile and expensive. Anti- 
quated labour laws protect public-service 
workers but hobble private-sector pro- 
ductivity. The government wants to create 
jobs for its supporters, but its bank balance 
says it cannot afford to. The malaise that 
may drag the Mauritian miracle to earth is 
not an Asian virus but a homegrown one. 
C» OTROS LOIR aL eet ee M 0 
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New York City 


Professors Edward Altman, Anthony Saunders & Market 
Presenters 

Sponsored by the NYU Stem School of Business 

Salomon Center & Executive Development. Programs 


This two and one-half day seminar/conference isa 


management with | in-depth presentations of the leading 


Stern School of Business will be complemented. by 





































the relatively new market for credit. risk derivatives and 
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credit derivatives. 


management. incl uding 


* "CreditMetücs" — 

« "Credit Risk" 

* "Credit View" — 

* “Loan Analysis System" (LAS) 


. advantages and di isadvantages of each. . 


Frontiers i in Corporate Valuation 


: May 18-19, 1998 
New York City 


Professors Thomas Capsiold & Aswath, Damodaran 
7 Sponsored by the NYU Stern School of Business 
. Sak omon Center & Executive: Development Programs 


This intensive. Two: -day seminar is designed to help 

.practifioners improve their "understanding of state-of-the- 

. :drt. techniques. of. valuing. companies, Valuation. of 

corporations and of the investments they undertake les at 

the heart of stock selections, equity issuance, mergers and 

acquisitions..and many other aspects of practical 
investment. banking and corporate finance. 


There are as mary models for và uing. stocks and 
businesses as there are analysts doing. valuations: The 
differences across these models are often. emphasized by 


Analyze the th: 'ee basic approaches to valuation: 


+ The use of multiples and comparables i in what can be 
called relative valuafion 

* The use of cash flows and discount rates in discounted 
cashflow valuation — 

* The use of option pricing techniques to value certain 
types of stocks and businesses, 


of each, as well as extended one of me B epplegton 
ofeach. — : Par 
. This seminar vil ‘enable youto p 
* Value o firm using tradi tionol i discounted cash flow 
models -- 
i Value a firm. using: mu ples ind comparable fitms 
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comprehensive treatment of corporate credit risk § | 


vendor models for managing risk within a portfolio of credit f | 
assets. Presentations by senior finance faculty from the NYU 


knowledgeable practitioners from the leading developers 
Of credit risk management products. We will also explore - 


alternative credit insurance mechanisms: Reference: to. E 
Mors wil E |. 
will be: |. 


preceded bv a -one-day fundamentals: primer on PA 
corporate credit risk measurement end: fmenogentent and 


This seminar enables badicipante: to gain a ihren P1 -— 
- understanding: of the latest feenfigdes for credit risk Pj- 


and provides an environment for ser us. debate on the 


their users, and the common elements are offen ignored. 


Ihe seminar provides insights into each: RCA to f 
valuation, together with limitations and caveats on the use 
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It is vital that today's finance professional keep. 
abreast of the latest developments. For the 

past decade ICMB has built a solid reputation 
training executives from over 900 institutions 
and 84 countries in the latest risk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
skills which enables them to profit from complex 
challenges in a rapidly changing environment. 


Francis X. Diebold — May 18 - 20 
ADVANCED METHODS FOR ESTIMATING AND 
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EXCHANGE-RATE AND INTEREST-RATE ECONOMICS 
AND FORECASTING | 
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Stephen Schaefer » . September 7i o 
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ADVANCED LARGE CORPORATE CREDIT ASSESSMENT 3 
Mike Staunton” UAE _ October 12- 16 | 
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can Basques make peace? 





- MADRID 


^ Peace-minded Basques have a plan to embrace even the main terror-linked 
_ group in talks. Spain's a has not rejected the idea outright 


OST Basques have been more or less 

LV happy with the wide autonomy 
P theys won after Spain's switch to democracy 
-<in the late 1970s. The mainstream (peace- 
: minded) Basque National Party (PNV) regu- 
~ larly wins the largest slice of votes in the 





_ three provinces that make up the Basque re- 


= gion, which has its own PNv-run govern- 

“ment. Spain's Socialists and conservatives 
- get most of the rest. But a tough core of sepa- 
ratists in the shape of the ETA terror group 
and its political arm, Herri Batasuna, 
which most recently got 12% (down from 
1695) at the polls, continue to bomb and as- 
sassinate in their drive for total indepen- 
dence. Short of defeating ETA militarily, is 
there no way to peace? 

Recently, the terrorists have made life 
particularly frightening for local politi- 
cians belonging to the conservative Peo- 
ples Party (pp), whose minority govern- 
ment in Madrid is—after 13 years of 
Socialist rule until 1996—doing rather well. 
Four PP councillors, in the Basque country 
and elsewhere, have been murdered in the 
past seven months—bringing the figure of 
-— ETA victims since 1969 to 766. | 
The violencehas been on a smaller scale 
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than in Northern Ireland (recent ceasefires 


- excepted). But it still gives the Spanish gov- 


ernment a pounding headache—and fills 
most Spaniards with anger and frustration. 
So, when the PNVv recently suggested a 
round table for talks which would embrace 


. all parties in the Basque parliament, in- 
cluding even Herri Batasuna, Spain's 


prime minister, Jose Maria Aznar, Pid 


sceptical of its chances of making a lasting 
peace, was unusually careful not to scoff it 


out of court. 

It was Jose Antonio Ardanza, the presi- 
dent of the Basque regional parliament 
and himself a grandee of the PNv, who put 
forward the plan. Admittedly rather vague, 
it comes in two parts. The first stage would 
be simply to get all the parties round the 
Mesa de Ajurea Enea ("the table of Ajurea 
Enea", named after the building where the 
Basques' government meets in Vitoria, the 
Basque capital) If Herri Batasuna rejects vi- 
olence, it could—for the first time—join too. 
The mesa was first set up in 1988 for the 
same peace-making purposes and still oc- 


casionally meets, but it has fallen into ob- 


scurity. Mr Ardanza wants to pep it up. 
Fine, says Mr Aznar: give it another go. 


then beputto people in the Basque country i 


_ some PNV people think the result should be : 





parties are wary of any plan that might risk 


= enshrined in Spain's post-Franco constit 










































ros add even MEA indepen 
dence. If a proposal for a new constitu- 
tional dispensation were to be adopted by - 
a majority vote of the participants, it might — 


ina referendum. Still more controversially, 


binding on the government in Madrid. = 
^i This is all rather too much for Mr Aznat. 
and the pp—and for the Socialists, too. Both 


undermining the principle of ultimate. 
Spanish sovereignty over the Basques, as 


tion of 1978. That document set up 17 re- 
gional governments and gave the Basqu 
and Catalans a generous extra dollop of au- 
tonomy but left no And even foi 
shared sovereignty, let alone complete | 
dependence. The Socialists and Mr Aznars 
conservatives both worry that a mesa tha 
questioned the basic constitution would be ~ 
a mistake. But neither lot has yet rebuffed 

Mr Ardanza's plan completely. z 

There is much ambiguity among 

Basques over their national allegiances. Of 
the 21m people who live in the region, 
about a tenth—mostly those of purely Span- 
ish stock—tell pollsters they are “only Span- - 
isn”; another 5% say they are “more Span- _ 
ish than Basque". At the other end of the ` 
scale, less than a third (29% at last count) say 


Basque region 


Eo de Poe 


%, of votest 


Herri Batasuna 





Sinn Fein 
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VEN for Germans, who tend to take 

their pleasures seriously, a late-night 
television chat between two elderly 
statesmen would not normally be an ir- 
resistible draw. But above-average rat- 
ings are likely when just such a pro- 
gramme, already “in the can”, goes on 
the air in early March. It brings together 
the chancellor, Helmut Kohl, and his im- 
mediate predecessor, Helmut Schmidt, 
about as unlikely a pair of discussants as, 
say, Lenin and the last tsar. | 

The two Germans have not been on 


Christian Democratic Mr Kohl forced 
the Social Democrat Mr Schmidt from 
office in a parliamentary no-confidence 


| which Mr Schmidt reckons he would 
| have won. Nearly 16 years on, Mr 
Schmidt evidently finds his successor 
not quite as incompetentas he originally 
thought, and Mr Kohl his predecessor 
less unbearably schoolmasterly. After a 
frigid start, their chat about politics and 
power warmed up and lasted all of two 
hours, chopped in halfon fi 

One thing is certain. Mr Schmidt 
would not have spent even two minutes 


< they are “only Basque". That leaves just over 
— half who express a dual loyalty, saying they 
. áre--to one degree or another—both Span- 
. ish and Basque. In the last general elec- 
. tions, in 1996, some 43% voted for specifi- 
_ cally Basque parties, while most of the rest 
. voted for non-ethnically based ones: $o- 
. cialists, conservatives, or for communists 
 andotherson the far left, all of whom think 
devolution has gone far enough. 
Mr Aznar has not rebuffed the plan out- 

. right because he does not want to look in- 
- transigent. His blanket refusal hitherto to 
talk to ETA (which nearly killed him when 
*. he was in opposition) unless it promises to 
- give up violence unconditionally and for 
good has annoyed Mr Ardanza's PNV, 
which Mr Aznar needs to keep sweet. After 
= all, the PNV enabled him to form his cur- 
..rent minority government. by agreeing, 
along with the main Catalan party 

Canary Islanders, to back him in parlia- 
-. ment. In return, Mr Aznar promised—and 
- has dished out—a bit more (mainly finan- 
cial) devolution. But the PNV red always 
- wanted to play a bigger part in trying to 
' solve the “national question". The Social- 
ists, when they were in charge, encouraged 
. it to act as an. intermediary between ETA 
- and the government. U: itil now, Mr A 
has rejected such a role for iE 
having second thoughts. - xr 
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speaking terms since 1982. when the 


vote—and. not in a general election, 


and the 










of his t time i ina public discusión. with 
either Oskar Lafontaine or Gerhard 
Schröder, his two fellow Social Demo- 
crats, one of whom is expected to be cho- 
sen on March and to run against Mr 
Kohl in Septembers general election. 
The still-popular ex-chancellor thinks 
rather less than nothing of both of them. 
So does his let-bygones-be-bygones tele- 
vision chat amount to an endorsement 
of Mr Kohl? Not really, but a lot of Ger- 
mans may see it that way. No wonder So- 
cial Democratic bigwigs are unamused 
by the old rivals' rendezvous. 


i 


Mr Ardanza is due to retire in the au- 
tumn, just before regional elections. By 
then, it is most unlikely that discussions at 
the mesa, if they get going at all, will have 
got beyond stage one. The exercise, in any 
case, will have scant merit unless Herri 


H leadership was bnnpiboned after a court de- 
.. cided that it was involved in terrorism. It is 
~ too soon to say whether the new leadership 


will beanything but a clone of ETA. Mr Ard- 
anza hopes that, once engaged in talks, it 
might develop its own identity—further 
distancing itself from ETA. 

That may be wishful thinking. Many 
ETA-watching Spaniards take a close inter- 
est in Northern Irish politics, hoping that, 
like Sinn Fein (the political arm of the ter- 


. rorist Irish Republican Army), Herri Bata- 


suna can be lured into a "peace process". 
But, despite similarities in the two situ- 
ations, there are big differences too. Most, 
but not all of them, make a settlement eas- 
ier for the Spaniards than for Britons. 

For one thing, there is a much less gen- 
erous Basque nationalist diaspora to keep 
ETA's armoury full. For another, there is no 


b country across a border providing the mag- 


netic core of an independent homeland 
(Basque separatists have much less support 
in France than they do in Spain). However, 
there is, so far, no Basque Gerry Adams: no 
figure ready to lead negotiations while also 
having authority over the gunmen. 

More hopefully for Spaniards, a greater 
proportion of Basques are content with a 
dual allegiance, to Spain as well as to the 
Basque entity, though the PNv has always 
been ambiguous about whether outright 
independence is the final answer. Mr Ard- 
anza, may not succeed in his aim to nudge 
ETA's fundamentalists into a negotiating - 
stance. But the possibility that Mr Aznar | 
may let him try to do so suggests that. 
Spain's prime minister knows that most of — 
his compatriots expect him to make some 
kind of political démarche. 





Poland and the European Union 


Awkward would-be partners 


WARSAW 


Poland fancies itselfas a leader of Central Europe, once itis in the EU. Butithas 


alotto do before it gets in 


T five Central and East European 


countries on the fast track to join the Eu- 
ropean Union are a motley group. Some, 
like Slovenia and Estonia, are so small the 
EU will barely register their presence. Then 
there is Poland. It has been made a front 
runner for political reasons but, EU mem- 
bers agree, it will be the club’s trickiest new- 
comer by far. 

With 39m people, Poland is easily the 


biggest Central European country. | Despite - 
its claims to be the region’s tiger, it must. 
still drastically reshape itseconomy tocope . 


tries, close coal mines, yank farming into 
the modern age. And, as if that catalogue 
were not long enough, the Poles must lower 
their expectations—both of handouts and 


of rapidly winning power in the Union. 


The right-wing parties that won the 
country's general election last September 
are only just coming to grips with such 
truths. Their first priorities were to set up a 
coalition government, then to arrange co - 


habitation with a leftish president, Alex- 
& ander Kwasniewski. The new prime minis- - 
ter, Jerzy Buzek, was plucked from 


ich obscurity by Marian Krzaklewski, leader of 


more of the state, slash loss-making i indus- i 


| Solidarity; the nds block i in parliament, 
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EUKUPE 


| | 
Swedes do not confuse nakedness with | 


. Naked truths for Swedes 


STOCKHOLM 


GENERAL election may be seven 

months away, but the political heat 
in Sweden is already rising. This week the 
small, greenish Centre Party, which may 
hold the balance in a future parliament, 
issued a poster of a woman. Emotion 
across the political board has run high. 

Why? The lady has no clothes. 
Snapped from behind, she is wad- 
ing into one of Sweden's many 
lakes. The caption—"Kingdom of 
the Middle"—refers to the party's 
| place in politics. The ad, say party 
| spokespersons, was meant to lure 
nature-lovers to vote for the party. 
Instead, it seems to have enraged a 
lot of would-be (and now won't-be) 
voters—of both sexes. 

Why the furore? Swedes are of- 
ten stereotyped abroad as a sexu- 
ally liberal, porno-friendly lot. 
Swedish women think nothing of 
sunbathing topless in public parks. 
Mixed-sex saunas are quite com- 
mon. So Swedes, you might think, 
| would be unlikely to get hot and 

bothered about bare buttocks on 








an advertising hoarding. Apparently not 
so. "Naked women have nothing to do 
with politics," fumed the party's own 
women's group. The poster, it declared, 
exploits the female body. 

Perhaps it is foreigners who are in the 
worst muddle about Swedes and sex. 





The voters were turned off 


sexiness, That is why schoolchildren can 
see a naked body or say “penis” without 
collapsing into giggles. Swedes tend to be 
matter-of-fact about both nudity and sex. 
But this does not mean they are sexually 
more promiscuous than people else- 
where in Europe or America. Foreigners 
visiting Sweden in the hope of non-stop 
sexual encounters usually leave the coun- 
try rather disappointed. 

So it is not surprising that the 
Centre Party’s poster has annoyed 
people. Nudity is fine—but not asa 
come-on for commercial or politi- 
cal purposes. That is certainly the 
view of most Swedish women, who | 
are tenacious in seeking equality | 
between the sexes and generally get 
it: many of Sweden's bus drivers 
and rubbish-collectors are women. 
Precisely half the government's 
ministers are. 

The Centre Party's leader, Olof 
Johansson, has already become a 
rare butt of Swedish humour. A 
spoof political ad, in a tabloid 
newspaper, shows him waddling 
out of a lake, towards the camera, 
in the most unflatteringly skimpy 
pair of swimming trunks. 


| 
| 
| 
| 





who spurned the job himself because he 
wants to challenge Mr Kwasniewski for the 
topjob in 2000. Mr Buzek’s political weight 
and the strength of his government are thus 
both questionable. 

Poles are still unrealistic about the time- 
table for joining the Eu. Some talk of wrap- 
ping up negotiations by 2000 and of actu- 
ally entering a year or two later. Yet the 
negotiations which preceded Spanish and 
Portuguese entry in 1986 lasted seven wear- 
ing years. Mr Buzek suggests lamely that the 
commission has learned since then. And 
Mr Kwasniewski points to the speedier 
track taken by Austria, Finland 
and Sweden. Political vision, 
he says, should overcome bu- 
reaucratic inertia. 

Yet Poland itself risks 
blinkering vision with bureau- 
cracy. Although Poland shuf- 
fled its EU-accession team in 
1996, the new government de- 
cided on another shake-up. A 
"committee for European inte- 
gration" no longer has the 
prime minister as chairman, 
apparently downgrading it. A 
new chief negotiator now an- 
swers directly to Mr Buzek, but 
the foreign ministry has a lot to 
say. It is unclear which one of 
this trio of bureaucracies the 
EU should be talking to. 
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That will make it harder to deal with is- 
sues of substance. The Union has never 
taken in a country both as backward and as 
big as Poland. The range of Eu treaties, laws 
and regulations that new members must 
accept has grown hugely since 1986. Worse, 
existing EU members must reform large 
chunks of them—the common agricultural 
policy, the budget and the shape of the 
Union's institutions—before expanding. 

Farming, which employs over a quarter 
of Poles, will cause awful headaches. One 
EU official likens Polish farms to those of 
France 40 years ago. Yet the Poles, reluctant 


Poor Poles 


GDP per person GDPat GDP % increase 





to consider themselves as beggars, are loth 
to trade concessions for speed. They are al- 
ready fighting the Eu over milk, since dirty 
Polish dairies have made the Eu ban Polish 
imports, and over steel, for which the Poles 
want to keep protective tariffs. They jib at 
EU suggestions that income payments to 
European farmers to make up for price cuts 
should not go to Polish farmers; and they 
object to a mooted ceiling on regional aid 
of 4% of recipient countries’ GDP. 

Poles also bridle at imposing the 
Union’s visa requirements on their eastern 
neighbours: years before Poland joins the 
Union's borderless Schengen 
zone, it is facing pressure to 
stop too many Ukrainians, Slo- 
vakians and others coming in. 
When Poland demanded visas 
from Belarussians last year, 
disrupting a flourishing cross- 
border trade, Poles and Bela- 
russians alike staged angry 
demonstrations. 

Set all this against a shabby, 
ill-paid bureaucracy that can 
barely understand, let alone 
enforce, EU rules, and one can 
see negotiations dragging on 
for years. Could another, 
readier country get there first? 
Not likely. Portugal waited for 
Spain, points out one Pole. 
And an Eu bigwig recently told 
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the Slovenes that if they wanted early EU 
membership they would have to pull the 
Poles in with them. 

The reluctance to see anyone else go 
first is part of Poland's image of itself. There 
is less talk than before of the “Weimar tri- 
angle"—an imagined informal Ev director- 
ate of France, Germany and Poland. But the 
Poles certainly see themselves as leaders of 
Central Europe, wielding much clout in 
foreign affairs. Last weekend's summit in 
Poznan, where Mr Kwasniewski, France's 
Jacques Chirac and the German chancellor, 
Helmut Kohl, all met, shows that Europe's 
leading duo see Poland the same way. 


How might such a country behave in 
the Ev? The Poles like to cite Spain, a fellow 
Catholic country of similar size with a 
reputation as a battler in Brussels. With big 
farming and food businesses, Poland will 
probably join the Franco-German pair in 
the farm lobby. And though go-ahead Poles 
complain that the Eu is less free-market 
than they had hoped, many of them, even 
within the new government, are still fond 
of state intervention and subsidies. A fierce 
nationalism will also militate against any 
starry-eyed European urge to integrate po- 
litically. The eu may need to prepare for Po- 
land as much as vice versa. 





Serbia, Montenegro and Kosovo 


Give a dog a bone 


BELGRADE 


Slobodan Milosevic, Yugoslavia's president, is struggling to survive 


CCORDING to the letter of western pol- 
icy, Serbia must stay economically iso- 
lated until it becomes a paragon of democ- 
racy—friendly towards minorities, tolerant 
of dissent, co-operative when war crimes 
prosecutors come looking for suspects. 
Since Serbia will not become all of this at 
once, the West must find ways to reward 
progress without ending sanctions. 

Whichever way Slobodan Milosevic 
turns, to repression or reform, he is in a 
jam. In name, he is president of the rump 
state of Yugoslavia (which combines Serbia 
and its tiny sister republic, Montenegro). In 
fact, he still calls Serbia's shots. But his grip 
over both entities has been slipping. 

This week Robert Gelbard, America's 
Balkan trouble-shooter, offered Yugoslavia 
four largely symbolic concessions, includ- 
ing membership of a regional develop- 
ment scheme and the opening of a consul- 
ate in the United States. That is a pay-off to 
Mr Milosevic for supporting a relatively 
clement new government across his border 
in Bosnia's Serb Republic. But the “outer 
wall" of sanctions, which bars Yugoslavia 
from financial institutions such as the IMF 
and from access to most foreign capital, re- 
mains—pending further good behaviour. 

Mr Milosevic's behaviour most needs to 
improve in Kosovo, a Serbian province 
peopled mainly by separatist Albanian 
speakers. With the emergence late last year 
of an Albanian terrorist group, the Kosovo 
Liberation Army (KLA), killings by one side 
or the other are now happening just about 
every week. Kosovo is a tinderbox. 

The next few weeks could be crucial. In- 
terior-ministry forces, controlled from Bel- 
grade, Serbia's capital, may be preparing 
for a campaign against the terrorists in cen- 
tral Kosovo, where KLA support is strongest. 
Mr Gelbard is worried by the rise of the ter- 
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rorists, but is telling Mr Milosevic that a 
crackdown would keep Serbia, already 
nearly bankrupt, in economic isolation. 

It would certainly weaken prospects for 
a lasting settlement in Kosovo. The Serbian 
government still blanches even at auton- 
omy for the province's Albanians. But al- 
most all of them now want outright inde- 
pendence: the hottest argument is between 
those like Ibrahim Rugova, Kosovo's unof- 
ficial president, who still seek it peacefully, 
and those who back the violent KLA. Mr 
Rugova is losing support to his more ex- 
treme brethren. On March 22nd he faces a 
test in a Kosovo presidential election which 
Serbia has not officially authorised but 
which Mr Milosevic seems set to tolerate. 

In any case, Mr Gelbard is urging Mr 
Milosevic to be conciliatory. He could, for 
instance, have a couple of small institutes 





Albanians in Kosovo: Milosevic's biggest headache 


handed over to Albanian students and 
teachers, who for seven years have run their 
own education system from private houses. 
A student demonstration is planned for 
March 13th in the Kosovo capital, Pristina. 
It could easily turn violent. 

The choices for Mr Milosevic are not 
easy. If he makes concessions, his own Ser- 
bian nationalists could turn on him. But, if 
he gives the Albanians nothing, sanctions 
against Yugoslavia will probably stay. For 
the moment, Serb nationalists pose the 
lesser threat. Vojislav Seselj, their leader in 
Belgrade, narrowly missed becoming Ser- 
bia's president in December. But Mr 
Milosevic's party has sidelined Mr Seselj's 
people in Serbia's parliament by teaming 
up with a party that last year was leading 
massive demonstrations against him. 

Ever the survivor, Mr Milosevic is cast- 
ing around for other allies. An unlikely 
sounding one is Milo Djukanovic, who re- 
cently—against Mr Milosevic's wishes—be- 
came Montenegro's president. That should 
be good news for western peace-makers. 
They like Mr Djukanovic, who says Serbia 
should grant autonomy to Kosovo. And Mr 
Milosevic needs to be nice to whoever runs 
Montenegro, because it has more than its 
share of votes in Yugoslavia's federal parlia- 
ment—on which Mr Milosevic is banking 
to give his federal presidency more power. 

Mr Djukanovic may, however, refuse to 
play ball. Sniffing a chance to bring Mr Mil- 
osevic down, he may even gang up with Mr 
Seselj's lot in the federal parliament. Before 
that happens, however, Mr Djukanovic 
must secure his own base. Montenegro is 
due for a general election in May. Its new 
parliament then has to choose people to 
send to Yugoslavia's federal parliament in 
Belgrade. If they are mostly Mr Djukan- 
ovic's supporters, they could make life still 
harder for Mr Milosevic. The old survivor 
would then have his back to the wall. 
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7 5 EELING avikwaidiy isolated over western policy towards 
A Iraq? Embarrassed about undermining the unity of coun- 





ER tries trying to bring Saddam Hussein to heel? Worried that Iraq, 


- seeing cracksb n the allies, might try another divisive trick? 


^|. Nota bit, if you are Hubert Védrine, foreign minister of France 


. |. since the Socialist government took over last June. Indeed, Mr 


. Védrine, who relishes his job, seems altogether delighted. 

; France may ha ntheonly western country of any conse- 

quence to declare, point blank, that it would have nothing to do 
"with an American- 'd military strike if Mr Hussein refused un- 






-| fettered access for United Nations weapons inspectors. But, now 


_ that peace may have broken out, expect France to justify its 


x - vaunted role of "soft cop” to America’s “hard” one. Expect Arabs 


| and other: Muslims to laud France's 


Leeann I re rr rrr rar m ar re rni m ns mtr A a ir err ra eea ir rara Sas a ja s anger armor serie messa aao teenie Eie e - 


a Ü and -Americans—understand each 


-| any case, has been “no great drama". 


-| ling sneer to spluttering outrage. 
| Sandy Berger, President Clinton’ s na-. 
<; tional security adviser, is one of the 


SE icans to be particularly irritated. 










` sensit ity towards their national as- 
1s. Expect the world to note 
nce has a mind and a magic all 
ts own. And don’t expect the Amer- 








. A *Our aims have been identical,” 
- says Mr Védrine breezily. “Only the 
. methods are different; but they are en- 
irely complementary.” He has been 
on the telephone to Madeleine Al- 
right, America's secretary of state, “al- 
most every day". Their chemistry is 
zely; Not a peep of criticism has 
me from Washington. We—French 


other. perfectly. The whole crisis, in 


| Hmm. That is not quite the vibra- |. £ 
| tionpurringoutoftheWhiteHouseor ff 
the columns of the New York Times. 
American views of French behaviour — 
over Iraq have ranged from the chuck- 


splutterers. Only a handful of post- 
Reaganite conservatives openly dare . 


, a to admire France's realpolitik and gutsy lone-ranger nerve. 


i 
| 
| 
| 
| 
i 
| -sential suave, clever and charming "Enarque" (an alumnus, that 
f 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Cool Mr Védrine is, in any case, quite unruffled. The quintes- 


is, ofthe Ecole Nationale d'Administration that still provides the 
elite of French politicians and bureaucrats) he epitomises 
French foreign policy in all its historic continuity, its subtlety, its. 
candid pursuit of national interest, albeit couched occasionally 
in the jargon of "Europe" or whatever nice-sounding doctrine 
happens to be conveniently at hand. 

Now 50, Mr Védrine was invented by Francois Mitterrand, a 
friend ofhis father, who was a big deal in scent and Morocco. For 
14 years, Védrine fils was at the heart of Mitterrand’s foreign pol- 
icy. His middle name is pragmatism. A suggestion that, as a So- 
cialist Party member whose sole elective office was as a local 

. councillor in a town in Mitterrand's constituency, he might ac- 
tually be a real socialist is airily dismissed. “I’m far too prag- 
 matic for that.” He gets on well with President Jacques Chirac. 

So where, Iraq apart, does such pragmatism lead? Three 

. main themes are apparent. The first is that France must continue 
to wield an influence in the world far greater than its economic 
weight might reflect. The second, as Mr Védrine frankly puts it, is 
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ubert Védrine, Fra nce's clever cockerel | 





must be tied T as much as—in the old days—was Germany, 


temptation, the risks of hegemony". He wants France to tone 
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for “France to exert maximum influence in a iubea eee "i 
possible": thus Europe must be built up— partly as a 
exerting that French influence. Third, with Eurot 
gether as a dynamic force of its own, it must for 
weight to stop America cver-dominating a "mult V 
That, of course, barely differs from the world view of recent 
French foreign ministers. But compared with, say, British. for- 
eign secretaries, Mr Védrine is much franker about his: country's | 
need to feed the notion of national grandeur. France must not | 
be arrogant or nostalgic. But the idea that it is but a middling | 
power is “quite wrong”. “There is one hyper-power,” he says, | 
"and seven powers with world influence—Russia, China, Japan, - 
India, France, Germany and Britain. Great powers not in the | 
. classical sense of Britain under Queen |. 
Victoria, Bismarcks Germany or |. 
France under Louis XIV.” Each of those - 
Y seven “perhaps lacks something", be it 
space, or wealth, or democracy, or a - 
^. global language. But France as mid- | 
< dle-ranking? You must be joking. — 
— Of course, Europe is still a bit ofa - 
. puzzle. For sure, the project (especially : 
_. for the single currency) must and will: 
A forge ahead. But to what destination 
| — We French are still pondering. Institu-. | 
| tionally and geographically, the an- | 
swer is—candidly speaking—unclear. | 
How far should enlargement go? Not _ 
too far or fast to the east, Mr Védrine | 
makes plain. How much sovereignty 
can countries like France and Britain 
lose? Indeed, how federal can Europe 
become? Mr Védrine sounds cagey. 
Yes, the European bank and court pro- | 
. vide "federalising elements". Yes, a 
proposed inner “euro-x” club of sin- - 
>| gle-currency joiners is bound to be a 
X]. motor of (sovereignty-eroding) inte- 
$| gration. But a single foreign policy, 
A however desirable, is clearly far off. 
At least it is clear that America 


now France's closest partner. The United States "is like an ele- 
phant under which one is in constant danger of being crushed," 
he once confided, less diplomatically, during his early years un- 
der Mitterrand. “In order to stay independent, we must battle 
against it every day.” These days he speaks much more amiably 
across the water, while still giving warning of “the unilateralist 


down the flamboyant old rhetoric of cocorico. “France and the 
United States, the only two actors in the world with the means 
and will to pursue a global policy, will try to work together.” 
Delusions of grandeur, again? Maybe not. For it is this 
volontarisme , this very determination to keep France near the 
front of the pack, that makes its voice heard. And yet, behind the 
national pride lurks a fear, often detected when that word 
mondialisation (globalisation) is mentioned, that France's old 
protectionist instincts, its skills at realpolitik, the polish of oper- 
ators such as sophisticated Mr Védrine, will not be enough to | 
fend off the dreaded march of “Americanisation”. If there isone _ | 
thing France must do, says Mr Védrine, it is “to adapt its culture’, d 
Even become a bit, well, American? Help! | 








A One-Day 
Conference on 


The Evolution of Risk Management 
Practices in the Financial Services Industry 





Friday, April 17, 1998 


New York University Stern School of Business 
Sponsored by the New York University Salomon Center 


Risk is commonly defined as uncertainty in future 
earnings or prospective value. In the context of the 
financial services industry, such uncertainty has two 
primary sources: market risk - stemming from 
uncertainty about the future market values of assets 
and liabilities - and operational risk -- stemming from 
uncertainty that employees are performing their 
duties and exercising their authority in a manner 
consistent with the maximization of enterprise value. 

The last two decades hove witnessed several 
spectacular manifestations of risk in the financial 
services industry, including events that led to the 
demise of a number of major firms as well as others 
that in some cases led to mergers of impacted firms 
and in other cases to large-scale reorientation of 
corporate efforts. Such events are distressing to those 
immediately involved, but they also present an 
opportunity for others in the industry to learn how to 
strengthen risk management practices that failed 
unexpectedly -- “bolts out of the blue." (These are 
events, usually associated with large losses, that lead 
a firm's managers to remark -- at least to themselves -- 
"| never thought of that!” and to wish, in hindsight, 
that they had.) 

This one-day conference examines how market 
participants learn from BOBs and in the process 
restructure their risk management practices. It focuses 
on the role of “bolts out of the blue” precisely 
because they are uniquely informative about where 
the assumptions which underlie a set of risk 
management practices break down. 

Directed by Kenneth D. Garbade, Professor of 
Finance 


TOPICS: 

* "An Historical Perspective of Risk Management 
Practices," Leslie Rahl, Capital Market Risk 
Advisors, Inc. 


"Imperfect Models, Model Risk and the Evolution 
of Option Pricing Theory." Stephen Figlewski, 
New York University 


"Unhappy Surprises in Construction: How One 
Industry Benefits from its Mistakes," Kenneth L 
Carper, Washington State University 


"Risk Analysis and Corporate Compliance," Jeffrey 
M. Kaplan, Arkin, Schaffer & Kaplan, LLP 


"The Accounting Profession -- A Case Study in Risk 
Management,” Louis E. Levy 


"A Practitioner's View of the Evolution of Risk 
Management Practices," Clinton Lively, Bankers 
Trust Company 


For information contact Mary Jaffier at 
the New York University Salomon Center 
Tel: 212-998-0700 Fax: 212-995-4220 
email: mjaffier&stern.nyu.edu 
http://www.stern.nyu.edu/salomon 
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THe 40TH ANNUAL 


Berkeley Executive 
Program H 


SEPTEMBER 20 — OCTOBER WV, 1998 


| ee executives and other experts from around the world 
explore immediate and emerging management challenges 
in light of broad socio-cultural, political, technological, and 
economic trends. | Emphasis is placed on: H 


* Discerning the forces driving business realities, and 
the strategic imperative of shaping the future to your 
competitive advantage; sl 


* Crafting strategies that support corporate priorities; 


* Orchestrating and developing key corporate resources 
and capabilities to maximize your corporation's versatility 
and strategic opportunities. 


HAAS SCHOOL OF BUSINESS 


UNIVERSITY OF CALIFORNIA, BERKELEY 


For a brochure, fax a copy of this ad with your business card to: 
Berkeley Center for Executive Development, 
Haas School of Business, Berkeley, CA 94720-1900 
Fax (510)642-2388 Telepbone (510)642-4735 
bced@haas.berkeley.edu — bttp:llwww.baas.berkeley.edu/bced 








MIBS PROGRAM 


Your Passport Io 
The World! 


Its a jungle out there. Let the 
University of Miami prepare you to 
meet the challenges of the global 
marketplace. In 23 months you'll earn 
a Master of Business Administration 
degree and a Certificate in 
International Business. 

* MBA is accredited by AACSB — 


The International Association of 
Management Education 


University-arranged corporate 
internships with U.S., European, 
or Latin American companies. 


On-going language training in French, 
German, Spanish, or Portuguese 


Study in Miami, Florida — a major 
international business hub 


Fellowships available for U.S. and 


University ol Miami international students 
PO. Box 248505 
Career placement services exclusivels 


for graduate business students 


Call: 305-284-2510 o1 


1-800-531-7137 (USA only) Program starts in August 


Applications being accepted now! 
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Website: www. bus.miams/egrad 


e-mail gha@’sha hus. miami.edu 
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Charge of the country brigade 


Campaigners for the countryside face an uphill ride against social change. And 
the government can afford to ignore them anyway 


qe weekend, the British countryside 
comes to town. On February 26th, bea- 
cons were lit across the country. And on 
Sunday March tst police expect the biggest 
demonstration in Britain for 15 years, as 
around 200,000 people march through 
central London. 

The marchers are worried that rural cul- 
ture and communities are threatened by 
political hostility and indifference from 
the Labour government. The Countryside 
Alliance, the co-ordinators of the march, 
cite various threats to rural Britain: propos- 
als to ban hunting, collapsing farm in- 
comes, the encroachment of new housing 
in rural areas and the government's pro- 
posals to give new rights to ramblers, who 
want access to perhaps 2m acres of pri- 
vately owned land. 

The multiplicity of issues may muddle 
the message of the Countryside Alliance. 
Mike Foster, the Labour MP sponsoring the 
bill that is designed to ban hunting, is keen 
to suggest that many marchers are moti- 
vated by other issues. The march, he sug- 
gests, has been “hijacked” by hunt support- 
ers. Some anti-hunters are thinking of 
marching themselves in order to muddle 
the hunters' propaganda. 

But hunting is undeniably the central 
issue. The Countryside Alliance claims that 
more than three-quarters of the 2,000 
coaches and 25 special trains converging 
on London have been organised by hunts. 
The Council for the Protection of Rural 
England, a countryside charity indifferent 
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to hunting, is staying away. And at least one 
pro-hunting clergyman has cancelled his 
normal Sunday services so that his parish- 
ioners will not have to choose between God 
and mammal. 

The marchers span the social spectrum. 
At one end White's, the poshest of London's 
gentlemen's clubs, is opening for the first 
Sunday many members can recall. At the 
other end, regional organisers are scouring 
London for cheap accommodation. One 
farrier's wife from a Welsh mining commu- 
nity is organising six coaches for ordinary 
hunting supporters of all ages. 

But even this mass march may not save 
hunting. After all, the last demonstration 
on this scale was organised by the doomed 
Campaign for Nuclear Disarmament. Pop- 
ular protests tend to reflect political impo- 
tence. And even if Parliament does not end 
hunting, demography eventually may. The 
rural population is growing—it has risen by 
17% since 1971 compared with population 
growth of 4% in England as a whole—but 
much of the growth has come from people 
moving out ofcities and from the spread of 
retirement homes. The new rural immi- 
grants are less likely to be supportive of tra- 
ditional country pursuits, and there will be 
less land available for those that are. 

A study by the University of Newcastle, 
published this week, found that an average 
of 1,700 people each week are moving from 
urban to rural areas. The government pre- 
dicts that an extra 4.4m homes in Britain 
will be needed by 2016, many of which will 


have to be built on greenfield sites. The last 
census, in 1991, found that only 2% of the 
English workforce was directly employed 
in agriculture. And even in rural areas, 
farming is giving way to services and small 
manufacturing firms. 

The government is reluctant to make an 
enemy of the traditional rural community. 
It is officially neutral about Mr Foster's 
anti-hunting bill, and is making friendly 
noises on other issues. On February 23rd, 
Jchn Prescott, the deputy prime minister, 
announced greener rules for new develop- 
ment, including a target that 6096 of devel- 
opment should take place on recycled land. 

Concessions are also being made on the 
contentious issue of the right to ramble 
over privately owned mountain, moorland 
and heath. On February 25th Michael 
Meacher, the environment minister, an- 
nounced that he would consider allowing 
landowners to offer access to ramblers vol- 
untarily, instead of introducing legislation. 
And on the same day, Jack Cunningham, 
the agriculture minister, said the govern- 
ment would absorb £70m ($115m) of the 
costs of farmers hit by the measures to deal 
with mad-cow disease. 

It is no coincidence that these an- 
nouncements are being made in the week 
of the march. The government's position 
owes more to prudence than to any new- 
found determination to be nice to country 
folk. A majority of MPs is known to support 
Mr Foster's bill, and the government has 
promised a free vote. So the key factor is 
whether the government allows it enough 
parliamentary time to become law, an is- 
sue on which ministers have been haver- 
ing. Mr Meacher, similarly, is privately con- 
vinced that landowners will be unable to 
offer acceptable forms of voluntary access 
to ramblers. His announcement this week 
is largely a device to win time and sympa- 
thy for compulsory legislation. And Mr 
Prescott’s new green credentials are tar- 
nished by several decisions he has already 
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taken to allow rural development, which 
he is refusing to review. 

Politically, this may not matter. For ru- 
ral politics are not a simple battle of town 
against country. Fox-hunting is unusual in 
attracting support from all classes in the 
countryside. But most other issues cut 
across social groups. Landowners have lit- 
tle to gain from being forced by law to let 
ramblers trample across their property. But 
ordinary country-dwellers may not only 
enjoy the greater rights of access them- 
selves, but may also gain if wealthy urban 
walkers spend more money locally. 

Over the development of new housing, 
the positions are reversed. Many rural resi- 
dents may resent new homes disturbing 
traditional village life. But for a landowner, 
planning permission can turn barren 
fields into a goldmine. Ministers are in- 
creasingly aware of these distinctions. Mr 
Meacher is wisely presenting his proposed 
right to roam as an issue not of urban ver- 
sus rural, but of people versus toffs. 

In any case, the government has little 
rural support to lose. John Curtice, of the 
Centre for Research into Elections and So- 
cial Trends, has been studying agricultural 
politics for The Economist. He found that, 
of the 100 seats with the most people em- 
ployed in agriculture, Labour won 27% of 
the votes but only 15 of the seats. So the gov- 
ernment needs to pay attention to the 
countryside only if it plans to make the vot- 
ing system more proportional. 
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VOTE SINN! 


Northern Ireland 





Adams and the IRA 


BELFAST 


Is it fair to hold Sinn Fein responsible for the actions of the IRA? 


S GERRY ADAMS and Martin 
McGuinness, the leaders of Sinn Fein, 
struggled unsuccessfully to avoid suspen- 
sion from the Northern Ireland peace talks, 
they argued vehemently that holding Sinn 
Fein responsible for IRA murders was un- 


Farmers take a pounding 


IN THE past few months, 
some British manufacturers 
have complained loudly as 
the pound's strength has 
made them less competitive 
in foreign markets: and no 
wonder, given that the pound's trade- 
weighted value has risen by 25% since Au- 
gust 1996. Even so, a glance at what the 
pound has done to British farmers' in- 
comes might make manufacturers count 
their blessings. 

In 1997, estimates the Ministry of Ag- 
riculture, net farm incomes fell by more 
than 40% in real terms. The main reason, 
says Sion Roberts, chief economist at the 
National Farmers Union, is the strength 
of sterling, which has hurt farmers in two 
separate ways. 

First, the rise in sterling makes British 
farm produce—like any other traded 
good—more expensive relative to foreign 
goods. Being commodities, rather than 
branded products (wheat is wheat the 
world over), demand for farm goods re- 
sponds quickly to changes in price. 
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Second, farmers’ troubles are made 
worse by the peculiar workings of the Eu- 
ropean Union's common agricultural 
policy (CAP). The “support” (or minimum) 
prices farmers are paid under the Cap are 
denominated in ecus, whether or not the 
goods in question are exported. These 
prices are turned into national currencies 
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fair. They also insisted, however, that the 
IRA ceasefire was "intact". Such apparent 
double-talk is typical of the contortions 
that Sinn Fein leaders have to indulge in, as 
they attempt simultaneously to distance 
themselves from the IRA, and to preserve 


at special "green" exchange rates, which 
change from time to time to reflect move- 
ments in market rates. Last year, as the 
green pound was ratcheted upwards, Brit- 
ish farmers received fewer pounds for 
their output. 

Of course, agrees Mr Roberts, this cuts 
both ways. After the pound dropped out 
of the European exchange-rate mecha- 
nism in 1992, it hurtled downwards. As 
the green pound was devalued, farm in- 
comes reached their highest levels since 
the late 1970s. 

Most types of farm have gone from 
feast to famine in short order (see chart). 
Special factors have also affected differ- 
ent parts of the industry. Cereals farmers, 
for instance, did remarkably well until 
1995-96: not only was the pound weak, 
but the world cereal market was tight—so 
tight, in fact, that the EU stopped subsidis- 
ing exports and started taxing them in- 
stead. High cereals prices were no use to 
pig and poultry farmers, though, because 
that is what their animals eat. Their in- 
comes plummeted in the early 1990s— 
but then recovered as the BsE scare 
prompted many people to give up beef in 
favour of pork and chicken. 
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the impression that Sinn Fein can deliver 
IRA support for peace. 

Few dispute that Sinn Fein first 
emerged as the political wing of the TRA. 
But the fervour with which Mr Adams re- 
cently asserted their separate existences led 
some to sup pose that Sinn Fein was prepar- 
ing to cut the tie between the two wings of 
the republican movement. Privately, how- 
ever, republican and security sources alike 
dismiss such an idea. The link is what gives 
Sinn Fein its chief significance in Northern 
Ireland's peace process. 

Mr Adams and Mr McGuinness are IRA 
veterans of senior rank. Their importance 
to the IRA was recognised by the govern- 
ment as far back as 1972, when they were 
flown to London for secret talks with the 
government. Mr Adams, interned without 
trial at the time, was released for the meet- 
ing. Since then, unionist politicians have 
frequently claimed to know the titles held 
by the two inside the IRA and have said so 
in the House of Commons. Journalists of- 
ten run stories "revealing" the membership 
of the rRA's ruling Army Council. Both are 
safe if rather idle exercises. The stories are 
unprovable. Most leading republicans 
have prison records, so have little chance of 
successful libel actions. 

Senior police experts are less interested 
in IRA titles than in personal influence. A 
private 1987 assessment by a senior Special 
Branch officer (Chief Superintendent Brian 
Fitzsimmons, later killed in a helicopter 
crash) still holds. It was that Messrs Adams, 
McGuinness and another man, Pat 
Doherty, dominated the entire republican 
"movement"—meaning Sinn Fein and the 
IRA—without necessarily occupying the top 
positions. The chief of staff of the IRA at the 
time was none of the three. But he was an 
"Adams man". 

So why do Sinn Fein leaders persist in 
denying a link with the 1RA—a denial that 
draws private derision even within repub- 
lican circles? One reason is that member- 
ship of the 1RA is a punishable offence, 
which makes admitting it in public unwise. 
Another is that Sinn Fein is now Northern 
Ireland's third largest party, with 16.9% of 
the vote in last May’s local-government 
election. The party’s leaders are intent on 
becoming the main voice of nationalism, 
supplanting the anti-violence spLP which 
took 20.6% of votes in the same election. 

The “peace strategy" of Sinn Fein's lead- 
ers is depicted by unionists as a cynical at- 
tempt to alternate violence and politics. 
Others still believe that Mr Adams sincerely 
wants to find a "peace with honour" that 
will lead the 1RA to lay down its arms. De- 
nying a link with the IRA is one thing: dis- 
avowing and condemning the IRA would 
end his influence. Off the record, some of 
Northern Ireland's most senior police 
readily accept this. 

But ifMr Adams speaks for the IRA, and 
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. Mr Bond 


EDINBURGH 


AMES BOND specialised in uncover- 

ing dastardly plots. Sean Connery, the 

actor who became famous playing 
Bond, seems to be just as quick to spot a 
conspiracy. Reacting to reports that the 
Labour Party had rejected the recom- 
mendation of the previous Tory govern- 
ment that Mr Connery be knighted, the 
celebrated Scot fulminated, "It's purely 
political." Full marks, Mr Bond. 

The problem is that Mr Connery is an 
avowed supporter of the Scottish Na- 
tional Party (SNP) the Labour govern- 
ment's most dangerous enemy in Scot- 
land. Elections to the new Scottish 
parliament are now just 14 months 
away, and the sNP is riding high. Earlier 
this month, an 1CM opinion poll for the 
Scotsman newspaper found that in a 
general election 49% of Scots would vote 
Labour and only 23% for the snp. But, 
when asked about elections to the Scot- 
tish parliament, backing for the SNP 
jumped to 30% and support for Labour 
fell to 4696. 

Although the government is putting 
it about that there were other reasons for 
refusing Mr Connery à knighthood—that 
he lives abroad; that more 
than 30 years ago, he made 
an injudicious remark 
about slapping women—it 
seems that the real reason is 
that Donald Dewar, the sec- 
retary of state for Scotland, 
is worried that a knight- 
hood would enhance Mr 
Connery’s political stand- 
ing in Scotland. 

Mr Dewar is hoping to 
lead Labour to victory in 
the Scottish elections and 
so become the first Scottish 
“prime minister". But if he 
was trying to derail a na- 
tionalist bandwagon, he 
has succeeded only in mak- 
ing it roll faster. The SNP is 
milking the Connery affair 


the IRA ceasefire is still on, who has set off 
the latest spate of bombs in Northern Ire- 
land? In the past week two large bombs 
have gone off in two of Northern Ireland's 
most Protestant and unionist towns, 
Portadown and Moira. The IRA took the 
rare step this week of telephoning a radio 
station to deny that it was split, a denial 
most reliable security sources confirm. Po- 
lice sources suggest that the Continuity 
Army Council (CAC)—a republican group 
which split from the IRA some time ago— 





for all it is worth. It is, of course, inher- 
ently ludicrous for a political party de- 
voted to destroying Britain to complain 
about the failure of the British state to 
honour one of that party's most high- 
profile supporters. But the SNP is glossing 
over that awkward point. Instead it is try- 
ing to portray Mr Dewar as a mean- 
minded back-stabber. 

Some in the snp think that it would 
have been much cleverer for the Labour 
government to have gone along with the 
plan to turn plain Mr Connery into Sir 
Sean. That would have split the SNP, | 
which opposes the honours system, and 
might even have diminished Mr 
Connery in the eyes of nationalist- 
minded Scots for whom titles are the 
epitome of what is wrong with Britain. 

Still, Mr Connery is not a hero to all 
nationalists. In 1991, he offended whisky 
makers, who are Scotland's second big- 
gest exporters, by accepting a handsome 
sum for promoting a whisky made by 
Suntory, a Japanese firm. If he is refused 
a knighthood by Britain, perhaps he 
might qualify instead for the Order ofthe 
Rising Sun. 


Scottish nationalist for hire 


was responsible for the bombings. 

Until recently, mainstream republicans 
have shown little concern about the CAC, a 
shadowy armed wing of the small and 
mainly southern-based Republican Sinn 
Fein, which split from Sinn Fein in 1986. 
But if they are capable of actions of this 
scale, a disquieting thought is raised. What 
if Sinn Fein and the IRA do eventually sign 
up fora peace settlement—and the violence 


goes on? 
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| proportional representation, ref- 





William Hague scrambles the omelette - 


HE modern Tory party is the party of the constitutional sta- 

tus quo. The Labour Party is, the Tories think, embarked on a 
radical destruction of the constitution, such that they fear for the 
very integrity of the United Kingdom. So what does William 
Hague, the new Tory leader, propose to do about it? | 

Um, er, well... not a lot. That at least seemed to be the mes- 
sage of his much-hyped speech on the constitution at the Centre 
for Policy Studies on February 25th. Long sweated over, elo- 
quently phrased, studded through with apt reference to the his- 
toric heroes of the Tory constitutional pantheon, a Dicey here, a 
Disraeli there, Magna Carta everywhere, at the end of day it fell 
short of expectations. Indeed so lacking was her leader's speech 
that the centre's director, Tessa 
Keswick, made its inadequacies 
crystal clear in her somewhat luke- 
warm “vote of thanks". - 

When it came to what he |. 
would not do, Mr Hague trotted | 
out the clichés. Of change in gen- | 
eral: "It will not be possibletotum — 
the clock back" Of devolution: | 
“We cannot unscramble the om- | 
elette.” Of human rights legisla. _ 
tion: "Is this another omelette we. | 
cannot unscramble?” But while .- 
proclaiming the inevitability of | 
change in general he simulta- - 
neously rejected it in almost every - 
particular: the rights legislation, 


| erendums, and the government's 
proposed reforms of the House of 
Lords, to name but four. | 

What's up? Lords reform gives. 
| the clue. For months now, the... 
| Hague camp has been whisperi ng 
- that he is cool about the hereditary —. 
principle. He may well be; buto ~ 
these hints enraged. Tory peers, — 
who are ruthless in the face of any 
threat to their privi ileges. 

Faced with this menace, Mr 
Hague backed off. He described 
the end of the hereditary peerage as "potentially the most dam- 
aging step of all, "Though * ‘open to suggestions” about the mem- 
bership of the Lords he also waxed eloquent about the virtues of 
inheritance with “the inheritance of the throne" the symbol of it. 
He praised the “valuable contribution ” of hereditary peers to 
the Lords and their “remarkable service.” It made one wonder if 
he had ever met any of his party’s hereditary peers. 

Such stuff is easy to mock~-and, indeed, as an intellectual 
construct, Mr Hague's speech was an exercise in the higher vacu- 
- ity. Yet it may turn out tobe of great political significance. For the 
| weakness of his speech may also be its strength. The canny politi- 
. €ian knows that to achieve one thing he often has to say quite 





.| another. Mr Hague's speech could fall into that category. His op- 


_ position to change in particular may be a price he is paying to 
- converthis party to change i in general. Though flirting with reac- 
tion, Mr Hague may turn out to have embarked on a strategy 
which enables him eventually to defeat it. 

-The Labour Party spent most of its 18 years in opposition 
coming to terms. with the government’s economic reforms. It 
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went through the classic stages of bereavement: first, denial that 
such changes were possible, then anger at their effects, then 
growing acceptance—and finally, under New Labour, embrac- 
ing the fact that the world has changed and changing with it. A 
Labour leader who at the beginning of Margaret Thatcher's term 
had backed her union reforms, or privatisation, or the market 
economy, would not have been leader for long. The long march 
back to sanity—under Neil Kinnock, John Smith, Tony Blair— 
had to start in small and cautious steps, and, even then, Mr 
Smith did not survive to see the fruits of his efforts. 

Just as its economic beliefs were fundamental to Old Labour, 

so its constitutional beliefs are fundamental to Old Conserva- 
tive. They underlie, for example, 
the parliamentary party’s Euro- 
. - scepticism. A majority of Tories— 
.. perhaps even their leader—sees 
. Europe as a plot to rob the country 
|. Of its essential Britishness. In 
| many Tory minds, Mr Blair's con- 
RB stitutional reforms, reducing the 
role of central government and di- 
luting the sovereignty of Parlia- 
ment, are all part of the same plot. 
These are deep if not always ratio- 
nal feelings; for the constitution 
touches the soul of the Conserva- 
tive Party. Its leader has to be care- 
ful how he dabbles with that soul. 

It is easy to see where Mr Hague 
might. have gone further: an 
elected second chamber, say, OF 
support for judicial protection of 
citizens’ rights. Those who are radi- 
-< cal about the constitution will be 
| impatient with the trimming of a 

-speech such as Mr Hague’s. The 
Conservative Party has already suf- 
fered much since Lady Thatcher's 
downfall from a leader who sat on 
the fence. Mr Hague has done best 
so far when he has been brave—for 
example in forcing through a one- 
person, one-vote ballot to choose 
the party leader despite the opposition of many Tory MPs. The 
case for bravery again, on the constitution, was strong. 

But so was the case for caution. It is understandable that he 
chose to pay homage to his party's ancient shibboleths and its 
modern anathemas. It is not surprising that he should amplify 
his opposition to what Labour is proposing. Bold Mr Hague was 
not, but wise? Maybe. 

If, come the next election or the one after, the Tories are still 
spitting into the wind of constitutional change, Mr Hague's cau- 
tion may seem pusillanimity. Suppose, however, come the next 
election or the one after that, the Tones have a coherent alterna- 
tive to Labour's reforms. Suppose they genuinely address the 
contradictions in Labour's programme. Suppose they come up 
with an alternative, not of course a blueprint but a set of policies 
which chimes with their view of Britain's constitutional in- 
stincts. Then perhaps some historian will look again at Mr 
Hague's speech this month, aided by the enchantment lent by 
distance, and see that here started the Tories’ long journey from 
trauma and defeat to power. 
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EXPRESSIONS 
ai 
INTEREST 


EXPRESSIONS OF INTEREST FOR IMPORT AND 
MARKETING OF FINISHED LUBRICANTS IN SRI LANKA 


The Government of Sri Lanka (GOSL) through the Public Enterprises Reform Commission (PERC) invites Expressions of 


Interest for the import and marketing of finished lubricants with a view to issuing a limited number of licenses, 


The interested parties will be short listed on the basis of their technical and financial capabilities and standing in the industry, and 


will be required to bid for the licenses subject to a reserve price. 


Lanka Lubricants Ltd. (LLL) a Sri Lankan company, of which 51% shares are held by Caltex Trading & Transport Corporation, 


enjoys monopoly rights for lubricant manufacturing and distribution through Ceylon Petroleum Corporation outlets until the year 
2004, while the monopoly right for the import of finished lubricants enjoyed by LLL ended on 31st March 1997, 


Corporates (or their duly authorised agents) with international experience and technology, in the manufacture/marketing of 


lubricants or related industry, capable of demonstrating a long-term commitment to the business in Sri Lanka, are eligible to 


submit their Expressions of Interest. Interested parties must have, or represent organisations with a solid track record of 


operational skills, a strong financial background, and ownership of an international lubricant brand name. 


Parties wishing to submit their Expressions of Interest could collect further information from PERC 


Date for submissions: 


Expressions of Interest must be forwarded to the Director General, PERC before 4.30 p.m. on 9th April 1998 at the 


address given below. 


Director General 
Public Enterprises Reform Commission of Sri Lanka 
Level 11-01, West Tower, World Trade Center, Echelon Square 
Colombo |, Sri Lanka. 


Telephone: 94 | 338756-8, 346831-9 Facsimile: 94 | 326116, 342544 


REPUBLIC OF LITHUANIA 
ENTERPRISES FOR PRIVATISATION 


Public Limited Company "ALYTAUS TEKSTILE" 


Capital: 5 25 053 181.5 


Location: Alytus (distance to the nearest: port (Klaipéda) - 300 km, to the airport (Vilnius) - 110 km, to the 


railway station (Alytus) - 10 km. 
Turnover: (7996) $ 3] 225 237 
Number of employees: 3 500 


Activities: preparation and spinning of textile fibres, cotton textile weaving, production of finished woven 


articles, except clothes 

State share offered: 63.78% 

Tender documents are available for acquisition 
from 70/03/1998 to 10/04/1998 


Registration of documents of tender participants 
from 10/03/1998 to 20/04/1998 


Key Facts on Lithuania 

Population: 3 708 800 

Capital: VILNIUS (584 400) 
GDP (1996): $ 7 779 million. 
National currency: Litas (1 $ equals 4 Litas) 


For further information please contact: 


w LITHUANIAN STATE PRIVATISATION 
AGENCY 

UNDER THE GOVERNMENT OF THE 
REPUBLIC OF LITHUANIA 

Gedimino Ave. 38/2, 2600 VILNIUS 

tel.: (370-2) 62 46 71 
tel/fax: (370-2) 62 35 10 
http://www.privatisation, It 
http://www.nerisena.lt/komerc/turt 
e-mail: kpc(ais.]t 


PUBLIC TENDER CONDITIONS 


l. The Lithuanian State Privatisation Agency (LSPA) intends to privatise the state-owned shares of the 
Public Limited Company “Alytaus Tekstile” by public tender. 

2. To acquire a package of public tender documents, please apply to the LSPA in writing with an 
application form and Confidentiality agreement (please find model forms in our Internet site 
http://www .nerisena.It/komerc/turt), including the bank s document certifying that the amount of $ 750 
was transferred to the account in currency of Privatisation Agency (Bankers Trust Company of New York, 
280 Park Avenue, New York, NY 10017, U.S.A. SWIFT code BKTRUS33 in favour of Bank of Lithuania, 
Vilnius SWIFT LIABLT2X, account No. 04-098-607, for further credit to account 1132500 of Lithuania 
State Privatisation Agency, Gedimino pr.38/2, Vilnius, Lithuania) or including a cheque to the 
same amount. 

3. The bidder, participating at the public tender, is asked to submit an application to participate in the 
public tender and a draft of sale-purchase contract (model forms are included in the package of public 
tender documents). An initial contribution of no less than $ 25 000 has to be made. 

4. The winning bidder shall be considered the bidder offering the highest sum of price and future investments 
and other offers of the same bidder shall comply with the terms set forth in the privatisation program (please 
find privatisation program of PLC “Alytaus tekstile" om our internet site mentioned above). 










































E Comment by Sir William Purves, 
HSBC Group Chairman 


(a The. financial performance. of HSBC Holdings in 1997 was 

34 a . satisfactory, with pre-tax profit up 10 per cent and strong growth in 
operating profit before provisions, up 16 per cent. Attributable profit of. 
£3, 355 million was 8 per cent ahead of the 1996 figure. 


` For the year | 1997 1996 . 


Proin PEIRE LaK petits asset “Our Board. of Directors has declared a second interim dividend 
of 30 pence per ordinary share. Together with the first interim 
9 : dividend of 20 pence per share, the total dividend for the year w ill bè 
-Profit attributable EM CIPIT. pence per share, an increase of 22 2 per cent over 1996. 

to shareholders £3,355m * o £3 12m . “Our commercial banking businesses in the- United Kingdom, North 
EAE America and the Middle East produced results well ahead of 1996, 


p while bu siness in Asia was affected by turbulent. conditions. 


Earnings per share 125.70p — — 117.61p "The second half of 1997 and early 1998 have been dominated 

EE | SOR Af by these economic difficulties. The: instability; brought about by 
: | dramatically weakening exchange rates, attracted significant cu: stomer à 
‘Divi dends per share 50.00p - 41.00p deposits to our branches in the region and a larger volume of customer: 

: | | business to our treasury dealing rooms. The coincidence of weak: 
exchange rates, signific anthy lower stock exchange levels and high 
DO. | | | interest rates in many countries, however, has led to a deterioration in 
capital resources £25,236m £23,486m credit quality, the full impact of which is only beginning t to emerge. : 


"The Group has set aside £173 million dn the form: of. a ed 
general provision, reflecting this. unusual devel of. uncertainty; 
and, additionally, other general prox sions. have been increased. by | 
£116 million to él, 052 million. | | 


"Exchange rates again had an puc on. our ‘reported results, 
Operating pipa before provisions up 16% | and at constant exchange rates, . growth. in, attributable profit of 
7 | 8 per cent would have been higher, at 12 per cent. Since the US dollar 
and currencies closely linked to it form the main currency bloc in 
which the Group's business is transacted, our Board has decided that 
g .. the Company will report its results in US dollars. starting in 1998. 
In Hone Kong dollar terms, operating profits, ? Dividends will be declared in US dollars; however, shareholders will 
before provisions up 21%, pret ax b prof up. 1 5% | continue to be entitled to receive their. dividends alternatively in 


; go attributable profit up 3% sterling or Hong Kong dollars or as scrip. 








> Pre-tax profi up 10% and attributable profit op 8% 





“We entered 1998 with sound liquidity, strong capital and a conservative 
balance sheet, attributes which have supported. our profitable growth and 
served us well during weaker economic periods. Our business is well 

balanced geographically and by product line, and our commitment to 


E arnings per share up 766 
Div deds per share up 22% i Te: g m cost disc ipline and profitable growth remains unchanged. 


| | je. c |. "It has been my privilege to work with the dedicated men and women 
Second interim dividend of. 30 pence per share, l of the HSBC Group for many years. Although. I shall retire from the 
si ith scrip di iv i id end alter nat ive Group at this year's Annual General Meeting, during an interesting 

| and, perhaps, difficult period, 1 am confident that their commitment 
= will help HSBC continue to. seize opportunities and reward 
sharehoiden i in the CARTE times ahead: 2 | 











"du from. Gi jroup : Public "Affairs at pri 
y writing to Group Public ae 







! Web: wwwAisbcgroup.com. 







‘All fall down 





: Glaxo’ s proposed link with smithKline Beecham was typical of the merger 






pu NGRY words and bruised egos are e all 
£A too common in business. Even so, 
they rarely cost £13 billion ($21 billion), the 
“value wiped from the shares in Glaxo 
- Wellcome and SmithKline Beecham (sB) 
when the two British drug firms cancelled 
their proposed merger on February 23rd. 
The cost of the collapse is startling: it 


eclipses the total value of many other recent 


headline-grabbing bids. That the merger 
will not now go ahead is even more surpris- 
ing. When it was announced, the deal 
seemed the acme of the mergers that have 
swept through America and Europe in the 
past three years. This poses an awkward 
question for a bull market that has in part 
. been fuelled by such deals. If one of the 
most praised mergers collapses, what does 
| it say about the rest? 

-The plan that Glaxo and sB announced 
. a month ago seemed like a dream come 
true. Just when ss had been considering 
_ throwing in its lot with dull old American 
. Home Products, the British firm suddenly 
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; wave eof the 1990s. Surprisingly, ii its s collapse may be cause for optimism 


discovered that the local boy had fancied it 
all along. Analysts argued that Glaxo was a 
stronger match. They also praised the way 
in which the two had apparently solved all 
the most difficult questions, such as which 
firm's shareholders would own what per- 


 centage of the new company and who 


would be boss. Now sB is protesting that 
Glaxo tried to change the terms at the last 
minute. The larger firm did not want to ap- 
point only the chairman; it wanted Glaxo 
folk to dominate the board. 

Glaxo and sB had seemed to typify re- 
cent deals in several ways. First, its very size 
of well over £100 billion was emblematic. 
Last year, the total global value of mergers 
and acquisitions was around $1.6 trillion, 
more than half as much again as in 1996, 
itself a record year. The previous merger 
wave peaked in 1989, when there were 
around $550 billion of deals (see chart on 
next page). Last year there were more than 
23,000 individual mergers or acquisitions, 
double the number in 1989. 


holders and the economy. Glaxo and ss, f 


more by the egos of managers than a desire. . 











































Next, the x Gio smit del vas ; 


rado and E Pul c Servic 

Company of Amarillo, two electricity firms. 
In other cases businessmen appear to be in- 
spired by the age-old desire to gouge con- - 
sumers. Two mergers in American whole- 
sale-drug distribution, for example, would 
leave a couple of companies with 70% of 
the market and are likely to be challenged 
by American regulators. More Often, 
though, the idea is to save money by elimi- 
rating duplication and transferring know- 
ledge, gains that would benefit both shar 





instance, thought that in combinatio 
their corporate headquarters would. 1 
leaner and their laboratories eee 


Downstream without a paddle ae 


Again, this deal was to be typical of mergers 
that unite firms at different points in the 
production chain. Disney has bought the 
ABC television network. Morgan Stanley 
has joined its investment bankers to Dean - 
Witter Discovers retail-distribution net- 
work. In software, Computer Associates has: : 
bid for Computer Sciences Corporation be- 
cause of its reputation for customer sup- 


anything as unmedical as “marke 
their medicines, but sB liked Glaxo part 
because of itsenergeticsalesforce. — 

Glaxo-SmithKline is no less revealing in 
its undoing. For at first sight it seems tocon- 
firm the view that mergers are inspired 





to create value. The damning lesson of 
merger waves stretching back over the past - 
50 years is that, with one big exception, they 
have failed. Report after report has shown . 
that mergers on average fail to benefit 


shareholders, especially shareholders in: m 


the companies that are buying rather than . 

being bought. The reasons vary. But the 
most common problem, according to econ- 
omists who have studied mergers in Amer- 
ica and Britain, has been that the aims of 
owners and managers are misaligned. 
Managers want to build empires; share- 
holders, numerous and unorganised, have 
often been powerless to stop them. i 

The exception, the merger wave in 

which value was actually created, was the . 
spate of leveraged buy-outs in the 1980: 
This is ironic, because these were the 
mergers most criticised for being des 















































-agers to explain their plans to shareholders 
in detail and ensure they had a mandate to 
get to work. Then, to service their heavy 
debts, they had no choice but to increase 
their targets’ profits. The equity was con- 
centrated in the hands of a few people, in- 
cluding the new chiefs; these owner-man- 
agers took pains to avoid paying the firms’ 
other workers any more than necessary. 


Merger, mystery, suspense 
It is ominous for shareholders, then, that so 
many recent deals, such as the one between 
Glaxo and sp, have been friendly and fi- 
nanced by equity. There were only 15 hos- 
tile takeovers in America in 1997, com- 
pared with 168 in 1988, and only a handful 
elsewhere. It is also worrying that the 
amount of common stock used to pay for 
American takeovers rose to. 47% of the value 
of all acquisitions last year—the highest 
ever, and up from only 7% in 1988. In Eu- 
rope, stock accounted for 40% of total 
value. Academic studies suggest that deals 
financed with equity produce poor long- 
term returns compared with cash-financed 
deals—perhaps because managers prefer to 
use their shares as currency when they 
know their firm is overvalued. 
Should shareholders therefore oppose 
. mergers? Not necessarily. The deals of the 
.. 1990s might yet yield value. In America 
and Britain, shareholders these days are 
. taking a much greater interest in the perfor- 
-mance of the firms they own. And even in 
countries that had patterns of ownership 
. different from those of America and Brit- 
^. ain, there has been a growing emphasis on 
shareholder value. Investors have tried to 
J limit managers’ selfaggrandisement by 
linking their pay to share prices and grant- 
ing them shares and share options. In 
. America, the managers of the 1,000 biggest 
. firms are now estimated to own around 
1096 of their shares. Thanks to his share op- 
-— tions, Jan Leschly, sg's boss, stood to make 
.- £40m from the doomed merger. 
Although ownership is still far more 





2 rowing. Hostile takeovers forced n new man- 


managers’ stakes are sufficient to discour- 
age them from paying too much. The pre- 
miums that bidders are willing to pay have 
fallen steadily during the 1990s, both for 
friendly and hostile takeovers. At the same 
time, shares of acquiring firms have not 
fallen sharply on the news of a deal as they 
did in the past. In some cases, their share 
prices have actually climbed. 

Intriguingly, even the apparently disas- 
trous collapse of Glaxo-SmithKline hints 
that managers might be behaving more like 
shareholders. Although the deal was féted 


IT and health care. 


Bugs and viruses 


rtheless | some i cuidence shat 






The new Glaxo-SmithKline depended for 
its success on the collaboration of scientists. 

and managers from both companies. At a - 
dreadful cost to their reputations, SB's man- | 
agers appear to have concluded that this is 
impossible. Moreover, they have done so 
today rather than in a few years' time, when 
the cost to shareholders might have been 
far higher. The biggest mergers of the 1980s 
went wrong after they happened. The big- 
gest corporate marriage of the 1990s has 
fallen apart without even making it to the 
altar. That's progress. 


a a ENSURE Dr ERR M er | 


The medical industry has been slow to exploit information technology. Pa- 


tients will suffer 


N THEORY, information technology 

could help doctors, hospitals and insur- 
ers to deliver better care for less cash. In 
practice, however, such savings have been 
slow to appear. There have been sins of 
omission in hospitals, which have turned 
their backs on computers. There have also 
been sins of commission at health-mainte- 
nance organisations (HMOS, firms that seek 
to “rationalise” health care by squeezing 
discounts out of doctors and finding more 
cost-effective ways of treating and prevent- 
ing sickness). All have tried to go digital, but 
most have botched it. 


A spectacular example is Oxford Health - 


Plans, once the fastest-growing HMO in 
America. Its founder, Stephen Wiggins, was 
forced to resign as chairman on February 
24th. He lost his job because the firm's rr 
systems snarled up, leading to billing log- 
jams, cost miscalculations, losses and a 
share price that plunged by 62% in a single 
day last year. 

Oxford's woes are those of the HMO 
business as a whole. Most HMOs realised 
several years ago that computer systems 
would be an essential tool in collecting and 
analysing data describing which drugs or 
types of surgery work best under what cir- 
cumstances, and at what price. But few pre- 
dicted just how hard it would be to make 
such systems work. And since the industry 
has grown so fast in the 1990s, many firms 
have found themselves using software de- 
signed to cope with a few thousand people 
choking on the flood of data thrown up by 
a couple of million. 

Oxford was not alone. PacifiCare found 
it hard to integrate its systems after buying 
FHP, another HMO, last February. Aetna’s 
shares lost a fifth oftheir value last autumn 
after its accounting systems went wrong. 
The only HMOs to have come close to mas- 








An early database 


tering information technology are us 
Healthcare, which is now part of Aetna, 
and United Healthcare of Minneapolis, 
which often buys little software firms to 
stop the best technology from falling into 
the hands of its rivals. 


Backward 

HMOs may have been ineffectual in their 
exploitation of rr; but the rest of the health- 
care industry has barely begun even to 
grasp its possibilities. The knowhow cur- 
rently exists to allow doctors to supervise 
operations from thousands of miles away, 
to send x-rays and cat scans back and forth 
electronically, and to keep both themselves 
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a with the Web 






~ AS THE number of people using the In- 
| OLA ternet grows, companies are strug- 
-|- gling to take advantage of the new me- 
| dium. The more ambitious have tried to 
4. use electronic rce to sell things di- 
-| rectly to consum rs. But most firms use 
| the Net for more humdrum tasks—re- 
| eruiting, advertising, attracting investors 
4 and: soon. Does it work? 
“| The short answer is no. A survey re- 
du leased this week by Shelley Taylor & Asso- 
1. ¢lates, a consultancy based in Palo Alto, 
| examined the corporate websites of 100 
-| big publicly traded companies around 
| the world, analysing both their content 
“and the ease with which visitors could 
avigate around them. (The consultancy 
Was not touting for business: it makes its 
money from research reports, and does 
not work for individual companies.) 
~The main conclusion of the study, en- 






















'Sites concentrate too narrowlyc onone 
of visitor, such as investors or busi- 
artners, and offend or irritate oth- 


E s wh o are «qu lly aluable. The ERpOR 


E nd their patients. : abreast of the TM rited- 
al discoveries via the Internet. All these 
5 nologies could speed up and reduce 
"the cost of treatment. Yet, as anyone who 
has visited a hospital recently will know, 
theyarehardly ever used. Unlike, say, bank- 








à ers, medics are — S and bi Most still 





come but hasnt i is ‘telemedicine. Suppose, 
for example, a patient is given an x-ray at 
‘his local clinic. The chances are that there 
; will not be a qualified radiologist available. 


‘to interpret the results. Either the images 


must be posted to the nearest large hospital, 
or a specialist must drive to the clinic to 
look at them. If, however, the images are 
sent electronically, the radiologist need not 
waste costly time travelling. A study of just 
such a scheme at the University Hospital of 
Tromso in Norway found that each partici- 
pating doctor saved 5-6 hours a week. Pa- 
-tients receive their diagnoses more quickly 
and just as accurately as they did when 
'somebody came to visit. Despite these ad- 
vantages, only one radiograph in 1,000 is 
examined by a distant specialist. 
^. Another sensible but neglected applica- 
tion for telemedicine is in home health- 
care. Many old people need frequent check- 
ups but are too frail to travel, and so are 
; visited once or twice a week in their own 
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company is trying to impress else- 


ed. “The. Missing Link", is that. corpo- | 


reckons that only three of the 100 
sites it inspected—those of AT&T, Bell 
Atlantic and Sun Microsystems— 
manage to doa creditable job of serv- 
ing investors, customers and poten- 
tial employees alike. 

Do companies really need to 
please everyone? The report says 
they ought to try. Using other media, 
companies can tailor their commu- 
nications to a specific group. But a 
corporate website will attract all 
kinds of visitors, many of whom the 


where. In this respect, a poorly de- 
signed website is a lot like getting a bad 
press: the message reaches several groups 
at once and undermines a company’s 
other efforts to sell itself. 
Also, unlike an unflattering newspa- 
per article, a visit to a poor website exacts 
a heavy toll in frustration. The report 
finds that many websites take ages to ex- 
plore. Many are badly organised, so that 
visitors cannot easily find what they are 
looking for, and the information often 


houses, usually by a nurse. A typical visit 
costs about $90 in America. This can be cut 
to $15-25 if the check-up is done remotely, 
using equipment that costs about $1,000. 
Since televisits cost less, they can be made 
more often, cutting hospitalisation rates by 
a third and the length of an average hospi- 


tal stay by a day, according to Shan Padda, 


CEO of Sabratek, an Illinois firm selling 
home health-kits. A study due to be released 
soon showed that virtual home visits by 
community nurses in Wales were only a 
fifth as expensive as conventional ones, 


and that most patients were more satisfied 


because they were visited more often. And 
yet this practice is still far from common. A 
survey by Telemedicine Today, a trade 
magazine, found that fewer than one visit 
in 2,000 is made electronically. 

. like many new technologies, tele- 
medicine is hindered by laws framed be- 


fore it was invented. In America, for exam- 
ple, licences to practise medicine are 


granted by the states. So a doctor licensed 
in Nebraska cannot offer a telemedical 
consultation to a patient in, for example, 
Kansas unless he is licensed in both states. 
This is changing, but only slowly: ten states 
have legislation pending. 

A further road-block is finance. Medi- 
care and Medicaid, the public programmes 
that account for two-fifths of American 
health spending, have grudgingly started 
reimbursing doctors for teleradiology, but 
refuse to cover telehome-health. Private in- 
surers have tended to follow this lead. This 
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drink for the next generation has not ge 
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takes far too long to download. 

Often companies are too ambitious, - 
using the best graphics they can find. This 
may impress nerds and visitors patient 
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ity. Pepsi’ s website, like many others, re- | 
quires viewers to download special soft- 
ware just to view its contents. It appears 
thet the firm which brings you the fizz 












mastered the technology of this one. 













is an absindi: In a report published in 
1995, McKinsey, a'consultancy, estimated 
that America’s health-care bill could be cut 
by $270 billion. a year—25* of total expen- 
diture—if medical organisations made an 
annual investment of $50 billion in in 
formation systems. In state-run health ser 
vices in Europe, hospital budgets rarely al- 
low for much capital expenditure, even if it. 
seems likely to save money or cut waiting- 
lists. Hospitals in Britain that want new 
hardware sometimes have to hold jumble - 
sales to raise cash. E 
Telemedicine has blossomed only in’ . 
niche markets where these problems do 
not apply. In the American army, forexam- = 
ple, a vast communications infrastructure ~~ 
is already in place, legal niceties are irrele- 
vant and the budget for saving soldiers’ 
lives is practically unlimited. In American 
prisons, too, telemedicine is favoured be- 
cause it eliminates the security costs of 
transporting sick criminals to a clinic. And 
rich patients from poor countries, where 
highly qualified doctors are scarce, are in- 
creasingly likely to opt for a remote con- 
sultation. WorldCare, a Massachusetts soft- 
ware firm that links Arab and other clients 
with specialists in Britain and America, ex- 
pects a turnover of $20m this year. But Nas- 
ser Menhall, WorldCare's chief executive, 
admits that it will be hard to crack the big- ^s 
ger markets. 
Depressingly, the slow adoption of new 
technology in HMOs and hospitals is pe 
haps only to be expected. Doctors are oft 
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so busy trying to keep up with new discov- 
eries about drugs and diseases that they feel 
they have no time to learn how to use com- 
puters as well. The new systems are hard to 
install and exploit. It was ever thus. The 
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Times reported in 1834 that the medical 
profession was unlikely ever to start using 
the stethoscope, “because its beneficial 
application requires much time and gives a 
good bit of trouble." 





Hennes & Mauritz 


Knickers to the market 


STOCKHOLM 


The world's most successful clothes chain thinks its success lies in appealing to 
the MTV generation. In fact, old-fashioned retailing deserves the credit 


EW companies could treat the financial 

world with the indifference that 
Hennes & Mauritz has shown and get away 
with it. Secretive and dismissive of outside 
opinion, the group sells cheap, trendy 
clothes across Europe. It has been publicly 
quoted for 24 years and, capitalised at 
nearly $10 billion, is Sweden's fifth-largest 
company. Yet it has never called an ana- 
lysts’ meeting and appointed its first pub- 
lic-relations person just four months ago. 


. Japan's beer wars 


TOKYO 





OR a company named after a mythical 
luck-bringing monster, Kirin, Japan’s 
| biggest brewer, is having an awful time. 
| Last year, its rival Asahi's Super Dry beer 
displaced Kirin's Lager from its long- 
standing position as Japan's favourite tip- 
ple. Overall, Kirin still shifts more beer 
than Asahi, but it probably won't for 
much longer. In 1985, 60% of the beer 
| drunk in Japan was Kirin's. Asahi had less 
| than 10% of the market. By last year, 
Asahi's share was 35%, Kirin's was down 
to 43%—and the gap is shrinking fast. Ki- 
rin is trying to fight back by changing the 
| image of its existing beers and launching 
| new ones. This week it came out with a 
budget brew called Tanrei. But reversing 
its decline will not be easy. 

Kirin suffers from the problem that af- 
flicts many firms that have grown accus- 
tomed to dominance: its managers have 
become overconfident, and have missed 
just about every trend in the beer industry 
in the past 20 years. The Japanese used to 
| buy most of their beer in small, local 
| shops where Kirin's distribution network 
is strong. Now they are more likely to 
shop at supermarkets and discount 
stores, where that network is weaker. 
| These days they also buy far more of their 
| beers in cans rather than bottles. Kirin 
was late to invest in canning technology. 





As a newcomer, Asahi took advantage of 


both of these trends. 


Family control is part of the explana- 
tion. Stefan Persson, the son of H&M's 
founder and the richest man in Sweden, is 
chief executive. The Persson family controls 
70% of HAM’s voting rights. Though not a 
board member, 80-year-old Erling Persson 
still has an office next to his son in H&M's 
Stockholm headquarters. 

But the main reason H&M ignores the 
financial markets is that it has been phe- 
nomenally successful without them. The 


Perhaps even more damaging than Ki- 
rin's plodding distribution has been its 
awful advertising. "We are a good exam- 
ple ofbad brand management,” confesses 
Rio Mizuchi, of Kirin’s market-research 
department. Japanese beers, he notes, all 
taste much the same. Promotions there- 
fore matter. In the past few years, Kirin’s 
commercials have been, by its own ad- 
mission, limp imitations of Asahi's, 
which successfully created a high-tech, 
sporty image for Super Dry to hook the 
young and the young at heart. In effect, 
says Mr Mizuchi, Kirin has been endors- 
ing Asahi’s products. 

Kirin is no longer trying to be trendy 
and has begun to appeal to tradition in- 
stead. Its premier brand, Kirin Lager, is 
the country’s oldest brew, so the firm is 
trying to promote it as the quintessential 
Japanese beer. With a larger advertising 
budget in 1998, it is trying to persuade 
drinkers that this is the drink to enjoy 
with your family or friends. Its next-best 
seller, Ichiban Shibori, is being sold as a 
beer “to relax with” (as, with 5.5% alcohol, 
indeed it is). 

The trouble, according to Toshiko 
Binder, an analyst at HSBC James Capel, is 
that Kirin’s marketing is hardly the sort to 
set pulses racing. Yet race they must, for to 
increase sales in a mature market means 
either waiting for a hot summer or grab- 
bing business from someone else. Worse, 


firm’s sales and profits have grown faster 
over the past decade than those of any 
clothes retailer in the world. It opened its 
first shop in Sweden in 1947 and now has 
almost 500 stores in 12 countries in Europe. 
Four-fifths of its sales are outside Sweden. 

A measure of the group’s financial 
strength is that it has never turned to the 
market to finance that expansion. H&M's 
turnover has roughly doubled every five 
years; its operating profits have grown by 
an annual average of 22% over the past de- 
cade. Its shares, the most expensive on the 
Swedish bourse, have risen four-fold in the 
past two years, easily outstripping the in- 
dex. Yet H&M has barely touched Europe's 
five biggest clothing markets. It has not ven- 
tured into Italy or Spain, it is only now en- 
tering France (it opened its first store there 
in Paris on February 25th), it has a few 
shops in Britain, and in Germany its share 
of the clothes business is negligible. 

How has H&M managed so well to sell 
fashion across Europe's internal borders? 
Only a handful of others—The Gap from 
America, Zara, a Spanish chain, and per- 
haps Benetton—have successfully moved 





Quintessentially Japanese 
Kirin is wasting precious yen advertising 
new brands, which account for only a 
tiny part of its sales, rather than con- 
centrating on its two mainstays. Besides 
Tanrei, Kirin will launch more beers in | 
the autumn to add to the fridge-full of | 
midget brands it already has. 

Kirin's best hope seems to be that 
Asahi might stumble. This is not impossi- 
ble: Japanese consumers are a fickle lot. 
Super Dry has lasted well, and Asahi de- 
pends on it for most of its revenues. But 
relying on its arch-rival’s mistakes is a 
poor recipe for success. 
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Mr Persson da that the positioning 
v.necked lam bswool Sweater in its 








e view that tastes are : erossing: na- 


'some 35,000 consumers in 35 countries to 
be published in March by Roper Starch 
Worldwide, a marketing group. Steve 
Thomson, its managing director in Europe, 
says consumers are now divided not by 
country, but into "global tribes". 
. That is debatable. What is clear is 
Hennes skill with the nuts and bolts of re- 
tailing. Mr Persson is obsessed with keep- 
ang costs low. H&M has about ten people at 
ad office and lives in a charmless corpo- 
omplex, shared with Sweden's Na- 








Rather than increase margins, H&M 


the firm is in a virtuous circle: higher vol- 
umes augment its buying power, which in 
turn drives prices down. | 

With virtually no net debt, the com- 
pany can be flexible. If a new range fails, 


H&M has the cash to make last-minute - 


changes—a strength in a market beset by 
fads and bad seasons. Impressive. stock- 
control helps too. While most retailers 
change their ranges two or three times a 
year, H&M introduces new lines daily, and 
nothing stays in its stores for longer than a 
month. Margareta van den Bosch, head of 
design, says that this encourages customers 
to make frequent visits and snap up what 
they like immediately. Ms van den Bosch 
has a good trend-spotting record. Take 
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| note: next autumn, she says, light greys and 






tional frontiers is supported by à survey of 


ebt Office, among others. Being big, _ 
ailer can buy more cheaply than. 


Savings to consumers. Low prices, 
tie nt quality and a wide choice of fash- - 
ionable clothes sum up its appeal. Keith. 
Wills, retail analyst at Goldman Sachs, says _ 


browns will be back, together with oriental 
influences, layers and exotic fabrics. 

So it might seem churlish to question 
Mr Persson’s ambitious plans. And ambi- 
tious they are. This year, the group will 
open around 60 new stores—14% more 
than last year. Eight opened this week 
alone. Mr Persson says the pace can con- 
tinue “for many years to come”. With Swit- 


_ zerland and Sweden saturated, most ex- 


pansion will be in new markets such as 
Germany and France. Hot on the heels of 
this week's launch, H&M will open a sec- 
ond Paris store on March 4th and a third 
on March 25th. Twelve more are planned 
in the next two years. H&M will also start 


. selling menswear in Britain late this year. 
Mr Persson sees no limit to H&M's geo- 
graphical spread—he says Spain, Italy, . 
America and Japan are all on the cards and - 


that H&M's growth "may just be starting". 


move into France will reveal just how inter- 
national H&M’s offering really is. Despite 


and Germanic regions where, many argue, 
tastes and climates are similar across many 
age groups. There is also more competition. 





Faved 
Electric avenues 


HOUSTON 


Having re-invented the gas business, Enron would now like to do the same. . 
with electricity 


LENTY of companies that pump gas 


. through pipes or electrons down wires - 


think they are in a commodity business. 


Enron, an energy firm based in Houston, is 
following this logic to its conclusion. Com- - 


modities can be traded, and a battery of 


tools has been invented to do just that. Hav- — 


ing grasped this, the firm is now devoting 


as much effort to developing risk manage- 
ment as it does to pipelines and power. 


“You know,” muses Jeffrey Skilling, the 
company’s president and chief executive, 
as he surveys the firm’s trading floor, “a 


power plant with a contract is really just a 


gigantic short position for natural gas” 

It is a phrase that would have seemed 
bizarre even to industry insiders only a few 
years ago. That it makes sense to them now 


is a measure of the change wrought by the 


deregulation of the wholesale-electricity 
market (allowing utilities to choose a sup- 
plier) and the unfolding liberalisation of 
the retail market (doing the same for con- 
sumers). California’s public university sys- 
tem, at least, is willing to bet that Enron 
knows what it is doing. On February 25th, it 
made the firm its electricity supplier, sign- 


. clothes in Germany, 
pected to fall 4% this 


posed to economic downt 
But there are concerns. The group's 
tailers recently listed in Sweden in H&M's- 
> wake are a reminder that the firm is in a 
Mr Persson's theories about global taste, 

H&M’s success so far has been in Nordic © expected goes wrong that a company really. 
disdain with which it treats the financial : 
markets may come back to haunt it. | 


ing acontract worth up to $500m. 


utilities were monopolies with fixed prices: 


have been replaced by theoretical physi- 


- with customers in something like 90 sec- 
onds. By pooling these customised con- 
tracts, Enron believes it can hedge its finan- 


| pei spe price. 


in France. In Sweden, H&M has been 
largely unopposed, easily winning busi- - 
ness from independent boutiques. Its big- 
gest rival is the Lindex chain, which sells to — : 
older women. The Germa ketissimi- 
larly fragmented. But in F "s 
will compete against rival i 
ing Zara, which offer H HAN 
Petcare clothes. - di 
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volatile business. It is when something un-- 










shows its mettle. When H&M stumbles, the. 


































In the traditional regulated market, 


they hired engineers to build large reliable — 
plants. In Enron's world, the engineers — 


cists trained in portfolio analysis; the reli- 
ability is engineered on the trading floor, 
where young traders price and strike deals 


cial risk while delivering power at a 


. The attempt to trade retail electricity is 
a gamble, but Enron has been a trader be- 
fore. Created by a merger in 1985 of two 
middling American gas pipeline compa- 
nies, Enron has since turned itself into a gi- 
ant with $23 billion in assets. The turning 
point was the 1980s, when it lobbied for the 
deregulation of natural gas. When that hap- 
pened, Enron took the plunge into trading | . 
and, after a cautious start, became the coun- 
try's largest gas marketer. | 

When the wholesale electricity mark 
was opened in 1992, Enron again rushed 


The power to create value 
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. North American wholesale market, while 
^ generating little of it. Though it bought 
Portland General Electric, an Oregon utility 
. with access to the crucial California mar- 
ket, Enron has acquired most of its share of 
the market through ECT's mastery of the arts 
of swaps, collars, caps, floors and hybrids. 

As a result, ect, which also owns pipe- 
lines and offers financial services to other 
energy companies, will probably earn 
more for Enron this year than any of the 
firm’s seven other divisions. Its earnings 
have risen to $400m, a jump of 154% in two 
years, Almost half of Enron's net income 
comes from businesses, particularly trad- 
. ing and international infrastructure pro- 

- jects, that did not exist a decade ago. Since 
1995, in contrast, earnings have declined in 
gas pipelines and in oil and gas explora- 
tion, the company's original business. 

Not that everything has gone Enron's 
way. Last year the firm wrote off $537m, 
most of it to settle a lengthy contract dis- 
pute over North Sea gas which had weighed 
on its stock price, even as revenues rock- 
eted. The company had also earned a repu- 


tation for relying too much on non-recur- 


. ring items, such as asset sales, to reach its 
- target of 15% growth in earnings each year. 


On the other hand, though it has under- 


performed in the recent bull market, 
- Enron’s total return to shareholders has 
run well ahead of the index since 1990. A 


© project in India that became bogged down — | 
- in nationalist politics is back on track. And 
. after the firm's recent meeting with ana- 


. lysts, a utilities specialist, Ron Barone of 
- PaineWebber, concluded that Enron had fi- 
nally improved the quality of its earnings. | 


Shockproof? 
Does Enron's attempted conquest of sla: 


tricity make sense? In theory, it does. Power- 


companies with a lot of gas can store it 
-when it is cheap, and use alternative sup- 
> plies when it is dear. They can also trade 
'. different fuels to and fro across regional 
— markets, to profit from anomalies in prices. 
And when retail electricity is bought and 
sold just like pork bellies, Enron's trading 
strengths could help it to capture the dis- 
counts that customers want. 
Some investors, at least, are prepared to 
pay handsomely for a share in the firm’s vi- 


~~ sion. In early January Enron sold a 7% share. 


= of Enron Energy Services, to two pension 
funds for $130m. That values. the firm at 

19 billion —not bad for a company that is 
not yet two years old and. still losing 
. money. If EEs does succeed in the American 


`. retail market, it stands to reap rich rewards. — 
- It will also be in a position to do the same 
-in Europe as liberalisation takes hold there. ] 






Enron's electric dreams, howe 
not entirely free of anxie Ay One worry i is 
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| Air France on the stockmarket in June 
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ie naas New Democrats and 

4 Britain's New Labour, France's nou- 
veau socialists have mastered the art of 
setting off in one direction while point- 
ing resolutely in the other. Thus the mar- 
ket-friendly news on February 23rd that 
the government will float up to 20% of 


was accompanied by a depressi ngly anti- 
liberal signal. Henceforth the privatisa- 
tion commission overseeing the sale of 
public companies will be known as the 
“commission for the evaluation of share 
ownership and transfers”. 

Delicacy is vital because the trans- 
| port minister, Jean-Claude Gayssot, is 
| one of the Communist Party members of 
| the coalition government, and politi- 
| cally committed to continued state con- 
| trol. Indeed, the government is undertak- 
| ing an elaborate series of offerings, bond 
| issues and share-option schemes de- 
| signed to ensure that at the end of it all 
| the government retains majority control 
| of the airline. 

] The summer offering will be the first 
step. The government wants to raise FFr3 
billion ($500m) from it, to go towards a 
planned FFr4o billion investment in 
new aircraft over the next five years. De- 
pending on how the banks acting for the 
government, Morgan Stanley and 
. Banque Indosuez, value Air France, the 
| offer could represent between 15% and 
20% of the company’s capital. 

Some unions are objecting to the 
plan, but if the government gets its way, 
stock options and further distributions 

of shares next year will leave it with 
about 53% of Air France (com pared with 
95% today). Another 23% will be held by 

| employees, and the rest by investors and 
|. Air France's allies, many of them state- 
owned. By giving options to loyal share- 


against the risk that its stake might drop 
. below 50% should Air France swap eq- 
uity with another airline in an alliance. 


| 
| 
| 
i 
| 
| holders, the government is guarding 
| 
| 





that America is deresülatind at 47 different 


speeds, as 46 states and Congress muddle 


through the complexities. Where utilities 
are allowed to recover “stranded costs" for 
nuclear power and other dud investments, 
real competition may be delayed for years. 
Enron's famously pushy lobbyists are do- 
ing their best to force the pace. 
The larger question is whether Enron 
understands how to cope with the small 


- commercial customers, such as shopping 
malls and hospitals, that it is trying to re- 


cruit. Its previous clients have been utili- 
ties, oil companies and the like. A few 


It remains to be seen how attractive | 
outsiders will find the slice of Air France 
that becomes available in June. After | 
years of losing money, the company is at | 
last regaining health, with a profit forthe | 
six months to the end of September 1997 | 
of FFri8 billion. The turnaround is 
largely thanks to the efforts of Christian 
Blanc. He resigned as chairman in Sep | 
tember in frustration at the govern- 
ment’s unwillingness to accept his plan 
for full privatisation. 

Officially, Mr Blanc’s idea is as dead. 
now as it ever was. However, the recent — 
announcement brings genuine privati- | 
sation closer in two subtle ways. Hence- | 
forth it will be easier for a future govern- | 
ment to privatise Air France if it should | 
wish. And the incentives for Air France's. 
famously militant staff have changed. | 
Wages will still count, of course, but so. T 
will the firm's performance. Will staff | 
put the share price before solidarity with — 
colleagues in different divisions? Will pi- | 
lots want more share options even ifex- | 
ercising them would dilute the govern- | 
ment's stake in Air France below 50%? | 





sparky little competitors are sure that 
Enron’s huge investments in computers 
and advertising, including a spot during 
the 1997 Super Bowl, are the wrong way to 
reach this group. Enron disagrees. It is will- 
ing to surrender some retail crumbs to 
niche companies, but the company wants 
to grow. To the extent that electricity be- 
comes a price-driven commodity, Enron 
argues, finding small price differentials 
will translate into healthy profits. Even for 
a company that is building its business on 
managing risk, it is quite a gamble. 


THE ECONOMIST FEBRUARY 28TH 1998 



































Thel IMF has joined the drive for investor protection in Russia. Dmitry Vasiliev, a 
stockmarket regulator, is doing his best to oblige 





mi me it is the occa- 
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| tion in ie ease jm is the rare SRM to D 
-uphold such rights that make the headlines. 

- Most of the time controlling shareholders. 
can do more or less what they like. They can - 
. dilute troublesome minorities, deny board» 

| room seats to outsiders, hold shareholder 
om tings inside the Arctic Circle, appropri- - 
| th pr insider transactions and 7 







Can. anybody make the rules. stick? 
Dmitry Vasiliev, chairman of the Federal 
ommission for the Securities Market, is 
¿keen to have a try. This month he has con- 
ronted the Russian oil industry, a contest 
beside which David and Goliath would seem evenly matched. 
Next he is limbering upfora test of wills in Krasnoyarsk, Siberia, 
where a large stake in Russia’s second-biggest hydro-electric 
power plant has somehow changed hands for roughly 2% of the 
market price. He is, in effect, the sheriff of Stockmarket Gulch: 
|. and in Russia, that is still a very lawless town indeed. 
^ Still only 35, Mr Vasiliev is readily identifiable as a product 
‘| of St Petersburg, the home base of Russian liberalism. After 
. graduating from the Leningrad Institute of Economics and Fi- 
- nance he entered local government as a protégé of Anatoly 
_ Chubais, the father of Russian privatisation. When Mr Chubais 
moved to Moscow in 1991--he is currently a first-deputy prime 
 minister-Mr Vasiliev moved with him. To form the securities 
commission in 1994. and to develop a reform agenda for the 
Russ tal: ! asiliev drew on western advice, no- 
js tably from US AID, an American government agency, and from 
“the Harvard Institute of International Development. It was a 
2 productive relationship intellectually, but one that left him ex- 
-posed to a political buffeting last year when us Arp complained 
: that. a Harvard consultant who had worked closely. with Mr 
‘Vasiliev had been using “personal relations . . . for private gain.” 
~ -Mr Vasiliev dreams of a Russian stockmarket modeled on 
-that of America, in which shareholders’ 
_ rights are supreme—and not insider con- 
trol. In theory Mr Vasiliev and his staff 
have wide-ranging powers to make Rus- 
sian firms behave fairly towards outside 
shareholders, and to make financial mar- 
kets treat investors well. They have plenty 
of legal firepower at their back, including a 
“law on the securities markets” passed in 
1996 and tailored largely to the commis- 
sion’s needs. The commission itself, cre- 
ated in 1994, has grown into a national in- 
stitution with a Moscow headquarters and 
15 regional offices across Russia. 
But in Russia, laws of any kind bind 
only those who care to be bound by them. 
In practice, Mr Vasiliev has to pick his 
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The sheriff of Stockmarket Gulch 













fights carefully—which m 
striking that, just lately, 
one or two very big fights 

Last week he stopper 
firm, from issuing convertible bond 
controlling shareholders at a price far 








whom the bonds were not offered. - 


Wild West Siberia 





ies without proper shareholder approva 


from partly owned subsidiaries and into the 
closely held parent, again disadvantaging the subsidiaries’ : 


nority shareholders. The stockmarket thinks as much: it has low- 
ered spectacularly the value it places on the subsidiaries in ques- 
tion relative to the parent company (see chart). An investigation, | 


if launched, could easily spread to other Russian oil firms. 


These have been brave actions, signalling a new confidence 


on the part of the securities commission. Foreign investors—the 
most demanding constituency where shareholders' rights are 
concerned—have been applauding. The main objector to the 
Sidanco bond issue has been an American-run fund manager, 


Hermitage Capital. Much of the pressure on Yukos has been | 


coming from Kenneth Dart, an American private investor. 


But even admirers of Mr Vasiliev's nerve have been wonder- E 
ing if he might be over-reaching. Bankers and oilmen in Russia 


can often dictate terms to government, and Mr Vasiliev has trod- 
den squarely on their toes. According to one American fund 
manager: "The question is whether Dmitry will still have a job 
next month." Mr Vasiliev evidently believes so. He claimed this 
week that "the preconditions are now in place which will enable 
us to make a major breakthrough in the area of enforcement." 
The IMF may have helped inspire that optimism. During a 
visit to Moscow last week its managing director, Michel 
Camdessus, called for *a major push to- 
wards transparency and quality of corpo- 


is proving a massive deterrent to foreign 
and domestic investment. President Yelt- 
sin, seemingly a recent recruit to the cause 
of corporate governance, said in his an- 
nual policy speech to parliament on Febru- 
ary 17th that he is weary of "meeting 
businessmen...who all ask the same 
question: when will the rules of economic 
conduct in Russia become stable?" Mr 
Vasiliev does not pretend to have the an- 


best to bring the date forward. 


an indicative market value. The transaction. qc 
would have hurt minority shareholders to 


At the same time he accused snos big | 
closely held oil firm, Yukos, of dealing Op- | 
pressively with minority shareholders in 
two of its main subsidiaries, by claiming the | 
power to transfer assets out of the subsidiar- : 
He also claimed the Yukos group was using. 

"transfer prices" for oil to move profits away. 


betonen mien nt ia actors ea mme moras a n REP neni pai tA opem 


fate governance” in Russia. The imr, like 
many other observers of the Russian econ- 
omy, fears that bad corporate governance 


swer to that question. But he is eons his a 


strengths of our 
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Bond buyers are increasingly eager to take on other people’s risks. For the 
insurance business, the implications are enormous 


HE wizards on Wall Street and in the 

City of London never seem to run short 
of new ideas. Try this one: a ten-year bond 
that pays nearly twice as much as a typical 
low-risk investment—but with a twist. If To- 
kyo is struck by a serious earthquake during 
the next decade, the investor forfeits all or 
part of the principal. Tokio Marine & Fire, a 
Japanese insurance company, issued 
$100m-worth of such bonds in November. 
Your company’s pension plan may well be 
among the owners. 

Bonds like this are still an oddball in- 
vestment. But they herald a revolution in 
the insurance business. Even ordinary lines 
such as motor or health insurance will soon 
be turned into securities that investors can 
buy and sell in the capital markets, Hanno- 
ver Re, a German reinsurer, is about to issue 
the first-ever bonds backed by run-ofthe- 
mill life-assurance policies. Similar deals 
should soon follow. Their effect will be in- 
creasingly to blur the distinction between 
insurance and investment banking. In- 
stead of bearing risks themselves, insurers 
will concentrate on selecting risks and 
packaging them for sale to investors who 
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care more about yield than about mortality 
tables and accident frequencies. In the pro- 
cess, insurers will come up against a bevy of 
new competitors—with names like Morgan 
Stanley and Goldman Sachs. 

The transformation began with Hurri- 
cane Andrew. That storm, which struck 
Florida in 1992, and the Northridge earth- 
quake which rocked the Los Angeles area in 
1994, caused enormous damage, not least 
to insurers’ balance sheets. Several property 
and casualty insurers collapsed under the 
onslaught of claims. And these were only 
medium-sized catastrophes. The insurance 
industry reckons that “the big one"—a re- 
peat of the 1906 San Francisco earthquake, 
say—might wipe out the entire $300 billion 
of capital held by America’s insurance 
industry. 

The answer was catastrophe (“cat”) 
bonds. Also known as “act of God” bonds, 
they were designed to spread risk through- 
out the capital markets rather than keeping 
it on insurers’ own books, and thus to reas- 
sure policyholders that they would be pro- 
tected against even the largest of losses. 
Since the first “cat” bonds came to market 


in 1994, six more issues worth a total of $1.1 
billion have been sold, all since 1996 (see 
table on next page). 

A year ago 86% of insurance executives 
polled by New York’s Insurance Informa- 
tion Institute, a trade group, thought that 
selling insurance risks to investors in the fi- 
nancial markets would prove a fad. That 
conservative view has proved spectacularly 
wrong. Instead of fading out, the trend is 
now moving beyond “cats”. Life-assurance 
bonds of the sort Hannover Re plans to is- 
sue are motivated not by fears of catastro- 
phe, but by a desire to make more money. 

If this sounds a bit familiar, it should. 
Insurers are discovering what bankers 
know as securitisation: the process of as- 
sembling mortgages, credit-card receiv- 
ables or even business loans into securities 
that provide reasonably predictable in- 
come streams and principal repayments. 
This sort of financial engineering has been 
going on for decades in America, and has 
lately taken root in Europe. Its big advan- 
tage is that, once the assets have been sold, 
the issuer need no longer set aside capital 
to cover potential losses; instead, the capi- 
tal can be redeployed more profitably. In- 
surers are only now waking up to the poten- 
tial benefits. “Insurers are good at risk 
selection,” says Martin Davis, a director of 
Sedgwick, a big insurance broker. “That 
doesn’t mean they should sit on the risk for 
all eternity.” 

Securitising catastrophic risks can be 
complicated. Suppose, for example, that an 
insurer decides it is prepared to cover up to 
$400m in losses from property damage in 
Florida from its own capital and reserves. It 
might sell policies with a maximum loss of 
$600m, and then sell “cats” to cover the 
$200m exposure it does not wish to bear. 
An even more creative way to tap the capi- 
tal markets uses put options, which entitle 
the insurer to sell its own shares to the in- 
vestor at a pre-determined price in the 
event of a catastrophe, guaranteeing access 
to new capital at critical times. 


Replacing reinsurance 


Either way, investors are in effect taking on 
the function of reinsurance. Aside from 
spreading huge losses more widely, the 
bonds may bring more stability to a re- 
insurance market known for wildly gyrat- 
ing rates and for developing sudden aver- 
sions to certain types of risks. 

This is not an investment for everyone. 
Big earthquakes and hurricanes strike so 
rarely—but with such severity—that the 
usual risk-and-return formulae are less cer- 
tain. Institutional investors, such as pen- 
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| enum while diversifyinga port- i 
- "folio of other investments. Al- 
though the “cat” is risky, and al- 
though the investor's loss can be 
huge ifa catastrophe does occur, 
the risk-return trade-off for the 
portfolio as a whole improves as 
long as the risk ofthe "cat" is not 
correlated with that of the other 
investments. Few individual in- 
vestors, however, have portfo- 
lios big enough to balance the 
risks of "cats" in this way. 

Life-, health, and motor-in- 
surance bonds are likely to be 
easy in comparison. Put simply, 
investors will pay, up front, for 
the right to receive a stream of premium 
and investment income that a group of pol- 
icies will generate. Unlike "cats", these 
bonds may well appeal to individual bond 
buyers. For one thing, each securitised port- 
folio can easily include enough individual 
policies to make the ratio of losses and the 
rate at which customers will cancel their 
policies highly predictable. For another, 
with life and health insurance there is 
much less chance of a cataclysmic event 



















































that could ues het bonds to lose their 


All of this is starting to force: insurance 
companies into unfamiliar territory. To 
day, an insurer's financial strength is one of 
the most important determinants of the 
business it draws. In future, though, the in- 
surer’s soundness may matter less than its 
skills at consumer marketing, its ability to 
separate good risks from bad, and its sys- 
tem for shuffling those risks into the hands 


more from. servicing and origi- 
nation fees, just as has occurred. 
in America's mortgage industry. 
“An ultimate scenario would be 
that insurers become distribu- 
tors and packagers of risk rather 
than bearers of risk,” says Alan 
Punter of Aon, an insurance 
broker. 

This will bring the giant in- 
surers into direct competition 
with another industry that spe- 
cialises in financial packaging: 
investment banking. While the 
likes of Swiss Re and Allianz, a 
big German insurer, have set up 
their own capital-markets divi- 

sions, Wall Street firms such as Goldman 
Sachs have launched insurance arms. Fi- 
nancial groups that own both insurers and 
investment banks—such as Prudential of 
America; AXA, which is based in France; 
ING of the Netherlands; and Credit 
Suisse—may eventually be well-placed to 
peddle securities issued by their insurers 
directly to investors. 

A brave new world? Maybe. But in asur- 
prising way, the insurance industry is also 
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HE markets have been betting on an- 
L other British insurance merger for 
more than a year. When Royal Insurance 
and Sun Alliance got together in 1996, 
catapulting themselves into market dom- 
inance in property and casualty insur- 
ance, the rest ofthe field came under pres- 
sure not to be left behind. On February 
25th, Commercial Union and General Ac- 
cident took up the fight. The two compos- 
ite insurers (writing both non-life and life 
business)said they will merge to form one 
of the ten largest European insurance 
companies, capitalised at £14.8 billion 
($24.4 billion) with combined premiums 
of over £15 billion. 
Even on their own, both have been do- 


5€— BÉ ———P)—— P 


| performance in the British non-life in- 
| dustry. And though Commercial Union, 
| with its much larger exposure to conti- 
| nental Europe, has been suffering from a 
strong pound, analysts reckon its strength 
in the growing life, pensions and savings 
markets promises excellent profits over 
the longer term. Both have been admira- 
bly disciplined in avoiding the less profit- 
able and more volatile lines, such as mo- 
tor and home-owners' insurance. | 
Where each individually falls short is 
in scale. Consolidation i in the European 


ing well. General Accident has consis- 
tently produced the best underwriting 


In Britain, one to go? 


insurance industry in the past couple of 
years has turned purely domestic compa- 
nies into international giants. Running 
against such cross-border powerhouses as 
Allianz, AXA-UAP, Generali, Royal & Sun 
Alliance and Zurich will become increas- 
ingly difficult, especially in foreign mar- 
kets and commercial lines, as the larger 
insurers lean on brokers and suppliers for 
favourable treatment. 

But the merged group, to be called 
CGU, should hold its own. It will have 
about 13% of Britain’s non-life market, a 
strong second to the 15% of the market 
leader, Royal & Sun Alliance. As merger 
partners go, Commercial Union and Gen- 
eral Accident seem to be a particularly 


| good fit. They plan to cut over 10% of non- 


commission operating costs from the 
combined business within two years by 
reducing staff, pooling information tech- 
nology and negotiating better reinsur- 
ance terms. This exceeds the savings Royal 
& Sun Alliance has been aiming for. 

The international business also dove- 
tails well. ccu will be the market leader in 
Canada, runner-up in Australia, and 
stronger in America and Asia. About 42% 
of cGu’s premiums will comefrom life as- 
surance and 52% from property and casu- 
alty lines, and the group intends to con- 
tinue Commercial Union's efforts to 
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develop the life business. 

Watching all this nuptial merriment 
is at least one old maid. "The real ques- 
tion now is what happens to Guardian 
Royal Exchange," says James Pearce, an 
analyst at Fox-Pitt, Kelton, a London in- 


vestment bank. The smallest of Britain's 


quoted insurers, with a substantial non- 
life business, and the least praised by ana- 
lysts, it has been widely tipped as a take- 
over target. Many British insurers should 
now be too busy digesting to take this bite, 
and British banks are unlikely to be at- 
tracted by Guardian Royal's property- 
and-casualty business. Most continental 
insurers, too, have other mergers to com- 
plete. But perhaps they cannot afford to 
wait: if they want to get into British insur- 
ance, it could be now or never. 
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There have been dark clouds hovering over Malaysia 
lately, One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dark cloud set in... economic uncertainty. 


We Malaysians, however, expect this to clear too. 
In due time. With an optimism that is borne out 
of four decades of incredible economic growth 

the world has been witness to. 


With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 

to see us through. With the determination to do 
everything for the economy to bounce back. 





And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 
Bullish on Bouncing Back 
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RUSSIAN INVESTMENT 


Telecommunications 


May 1997 


BEE LINE 


CELLULAR COMMUNICATIONS 


OAO VIMPEL- 
COMMUNICATIONS 


Secondary placement of 
3,803,800 ADSs on the New 
York Stock Exchange 


, 


Renaissance Capital Group 
Pemeccanc Kanwras 


Joint Global Coordinator 


Oil & Gas 


December 1997 


© svanco 


Sale of a strategic stake in 
SIDANCO to British Petroleum 
and formation of a Joint Venture 
for the development of East 
Siberian oil and gas reserves 


Renaissance Capital Group 
Peneccanc Kamtar 


MFK Bank 


Financial Advisors to SIDANCO 


BANKING TO: 


Renaissance Capital Group and MFK Bank (International Company for Finance and Investments) intend — 


Russia Government 


June 1997 


THE RUSSIAN 
FEDERATION 


US$2,000,000,000 
Eurobond placement 


MFK Bank 
Co-Manager 


March, June & November 1997 


SPUTNIK FUNDS 


US$786,311,943 
Placement of 
partnership interests 


Renaissance Capital Group 





Peneccamc Kameras 


Advisor to the Fund 
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Telecommunications 


July 1997 


OAO SVYAZINVEST 


A consortium led by 
UNEXIM Bank has acquired 
25% plus one ordinary share 

for US$1,875,040,000 


Renaissance Capital Group 


Peneccanc Kanwtaa 


Financial Advisor t» the 
Consortium and Underwriter 


Russia Municipality 


June 1997 


CITY OF 
ST. PETERSBURG 


US$300,000,000 
Bond placement 


MFK Bank 
Co-Manager 


Energy 


July 1997 
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RAO UNIFIED ENERGY 


SYSTEM OF RUSSIA 
US$200,000,000 
Unsecured term bridge 
loan facility 


if 


Renaissance Capital Group 


Peseccanc Kanmat 


Co-Arranger 


Russia Government 


March 1997 


THE RUSSIAN 
FEDERATION 


DM2,000,000,000 
Bond placement 


MFK Bank 


Co-Manager 





to merge and form MFK Renaissance. As one of Russia's largest financial services groups, it will 
provide Russia's blue chip companies with international leadership and domestic experience. 


MFK Renaissance 


The directors of Renaissance Capital Group Limited, a company incorporated in Bermuda, accept responsibility for the contents of this advertisement, which has been approved, for the purposes 
of section 57(1) of the Financial Services Act 1986, by Ernst & Young, a firm authorized by the Institute of Chartered Accountants in England and Wales to carry on investment business. 
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going back to its roots. Securitisation sepa- 
rates the act of selecting risk from the provi- 
sion of capital and brings the two functions 
together in a marketplace. This is more or 
less how the modern insurance business 
began—in 1688, when merchants and ship- 
owners began haggling hull rates with their 
risk brokers in a London coffee house 
owned by one Edward Lloyd. 





Japanese shares 


Value subtracted 


TOKYO 


O RAISE stock prices, Japan’s govern- 

ment has tried every trick in the book. It 
has let banks burnish their accounts by 
valuing their land at market value rather 
than at its cost when acquired decades ago. 
It has allowed companies to choose 
whether to value their securities portfolios 
at their original cost or their market value 
(meaning, presumably, whichever is 
higher). It has pushed public pension funds 
to buy shares in an attempt to prop up the 
market. All of this, alas, to little avail. After 
zipping up by 16% from its low in mid-Jan- 
uary, the Nikkei 225 share average has 
started to fall again. 

As the financial news has grown worse, 
hints of a new package to revive the econ- 
omy have grown stronger. The government 
cannot say anything officially until parlia- 
ment has passed the regular budget and 
that may not occur until late April. Then, it 
seems likely to propose perhaps ¥5 trillion- 
10 trillion ($39 billion-78 billion) of tax cuts 
and public works. This will reassure the 
countries, especially America, that are 
pushing the Japanese to get their economy 
moving, and in the short term it may give 
the stockmarket a bit of a boost. In the 
longer term, however, the market's pros- 
pects look darker than ever. 

The government cares more about the 
level of the stockmarket than it does about 
moaning foreigners. It is desperate to keep 
stock prices up for the end of the financial 
year on March 31st. Japanese banks can 
count unrealised gains on their shares to- 


Further to fall? 
Nikkei 225 average 
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Awaiting stimulation 


wards their capital ratios; rising share 
prices would strengthen their capital and 
thus boost confidence in the financial sec- 
tor. This would make it less likely that 
banks would be forced to draw upon the 
¥13 trillion that the government has ear- 
marked to bail them out. 

But the expected fiscal package, suppos- 
ing it emerges, will once again probably be 
too small to do the job. Jason James, a strat- 
egist at HSBC James Capel, reckons that the 
economy will not grow at all in the fiscal 
year starting April ist even with the extra 
injection of public cash. Without growth, 
the only way to improve the profitability of 
corporate Japan is drastic restructuring to 
remove excess capacity. While some com- 
panies are moving in the right direction, 
they are few. Profit forecasts are being cut 
left and right. Daiei, a big supermarket 
chain, announced this week that it expects 
its first operating loss ever. Others, such as 
Matsushita Electric, are struggling because 
the economic crisis in South-East Asia has 
cut into their order books. Mr James expects 
operating profits for non-financial firms to 
fall by 3% this year and 12% in 1999. 

Deflation would make matters worse. 
"The key aspects of a deflationary spiral are 
falling into place: prices are starting to fall, 
profits are under severe pressure and wages 
are barely increasing," says Russell Jones, 
an economist at Lehman Brothers, an 
American investment bank. The goods 
component of the consumer-price index is 
falling, although sticky services prices have 
kept the overall index going up. The threat 
of deflation matters a lot for equities. Ris- 
ing prices make shares more valuable than 
bonds (which pay a fixed nominal return 
over their lifetime); deflation works the 
other way. 

Peter Tasker, an analyst at Dresdner 


Kleinwort Benson, points out that in the in- 
flationary environment prevailing since 
1945 the prices of bonds and equities have 
generally moved in the same direction in 
most countries. In Japan, where inflation 
has fallen since 1991, this relationship has 
broken down. Bonds have risen in value as 
interest rates have come down, but equities 
keep dropping. If deflation really takes 
hod, they will fall again whatever the poli- 
ticians do. 





Spanish banks 


Wild applause 


O EAGER is the Spanish stockmarket for 

banking mergers that it is ready to greet 
small domestic rearrangements as if they 
were something grander. When Banco San- 
tander, the country's largest bank, pro- 
posed on February 20th to take over Banco 
Esoanol de Credito (Banesto), the applause 
was loud. Shares in both banks soared. The 
market capitalisation of the combined 
company has risen 12% in a week—suggest- 
ing that something big had indeed hap- 
pened. The facts hardly justify the clamour. 

Santander, with assets of Pta26.1 trillion 
($170 billion) already owns 48.1% of 
Banesto and controls the board. While the 
deal will allow it some savings by combin- 
ing the two banks' information technology 
and other back-room operations, much of 
that could have been achieved without full 
acquisition. The banks had already amal- 
gamated their computing systems in Janu- 
ary. And since Santander intends to keep 
the Banesto brand alive, there is less poten- 
tial for rationalisation than other mergers 
might offer. 

That is to miss the point, according to 
Santander. The big benefit will come in 
combining its investment bank and exten- 
sive overseas presence with Banesto's net- 
work of 2,330 branches in Spain. More im- 
portant than such synergies, says Inigo 
Lecubarri, an analyst for Salomon Smith 
Barney, is simplifying Santander’s struc- 
ture by folding minority shareholders in 
Banesto into the main group's ownership. 

Perhaps, but those benefits still seem 
teo puny to have driven the Madrid stock- 
market wild. Investors loved the deal not 
because of its synergies or its structural sim- 
plifications, but because they think they 
have heard the starting pistol for a merger- 
and-acquisition race in Spanish banking. 
The shares of Santander’s largest rival, 
Banco Bilbao Vizcaya (itself the product of 
a much bloodier takeover ten years ago), 
also rose sharply (see chart on next page) on 
speculation that it would be spurred into 
an acquisition of its own in response. 

That seems unlikely. Pedro Luis Unarte, 
BBV's chief executive, has repeatedly dis- 
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missed the idea of mergers simply to 
achieve size. The most plausible Spanish 
target for BBV's attentions would be Banco 
Central Hispano, but because there are far 
more overlaps between these two banks 
than between Santander and Banesto, that 
would involve many sackings, which are 
both expensive and politically tricky. 

Both Santander and Bgv have other pri- 
orities, and these lie outside Spain. The two 
banks have built strong positions in Latin 
America, which they see as valuable chips 
in bargaining with potential partners in 
other parts of Europe. Most big European 
banks have concentrated their emerging- 
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market efforts on Asia. But with a European 
bank-merger wave in the offing, the betting 
is that someone will find that Spanish 
banks with big Latin American operations 
make a nice fit. 





American credit unions 


Next stop 
Congress 


REDIT unions have long been a thorn 

in the side of America’s commercial 
banks. As the country’s 11,500 credit 
unions, mutual financial institutions 
owned by their 70m customers (or “mem- 
bers”), have eaten into the banks’ con- 
sumer-finance business, bankers have 
cried foul. On February 25th the Supreme 
Court handed them a victory, backing the 
banks’ complaints of unfair competition. 
But although the banks may have won the 
latest battle, this David-and-Goliath strug- 
gle looks far from over. 

When the first credit unions were estab- 
lished during the depression of the 1930s, 
they were supposed to serve members shar- 
ing a “common bond”, such as working for 
the same company or living in the same 
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neighbourhood. In the 1980s some unions 
began interpreting that bond rather 
loosely. Today, over 3,000 of them have cus- 
tomers from more than one firm or com- 
munity. The biggest have assets of more 
than $10 billion—making them bigger than 
many regional banks. AT&T's credit union, 
one of the largest, has members from more 
than 300 different companies and offers 
them a wide array of banking services, in- 
cluding car loans, cheque-writing accounts, 
credit cards and cash machines. 

The banks argue that unions should 
never have been allowed to be so bank-like. 
They also complain, with some justifica- 
tion, that credit unions have an unfair com- 
petitive advantage: because they are regis- 
tered non-profit organisations, they do not 
have to pay federal taxes. Credit unions re- 
ply that they may pay no taxes, but neither 
have they needed taxpayers money for 
bail-outs. The reason for bankers' outrage, 
they say, is that competition from credit 
unions, which usually offer more favour- 
able interest rates, holds down the rates 
banks can charge for loans. 

The justices' decision casts doubt on the 
status of up to 20m members at credit 
unions that have expanded beyond their 
original "bond". The banks have hinted 
that they will not call for unions to give up 
existing members. But the credit unions 





Unlikely icon 


TALLINN 


ASTERN EUROPE one might think, 

has good reason to steer clear of 19th- 
century economic cranks. But decades of 
forced experimentation with the ideas of 
Karl Marx seem not to have killed its in- 
terest in the species. As they struggle to 
adapt to freer markets, some East Europe- 
ans are embracing the unorthodox ideas 
of Henry George, an American economist 
who lived from 1839 to 1867. 

Mr George is probably the only tax 
theorist in history whose beliefs have be- 
come an object of cult devotion. He be- 
lieved that taxes should be levied only on 
the value of land, not on labour or capital. 
This “single tax”, he asserted in his book 
“Progress and Poverty”, would end unem- 
ployment, poverty, inflation and in- 

| equality. Hard-core Georgists, who are 

| not beyond passing out leaflets on street 

| corners to propagate the master’s ideas, 

| think this will be just the start. 

| The single tax has never been fully im- 
plemented, and the political obstacles are 
obvious. In the post-communist coun- 
tries, however, where landowners’ lobbies 
are weak or non-existent, the practical vir- 
tues of a land tax are striking: it is simple 
and cheap to levy; evasion is all but im- 


possible; and leaving land derelict be- 
comes prohibitively expensive. 

Estonia first discovered Henry George 
in 1991 and introduced a tax on site val- 
ues two years later. This is now one of the 
most important sources of revenue for ru- 
ral local authorities, whose adminis- 
trative talents would be overstretched by 
more complicated taxes on income, sales 
or profits, most of which are collected in- 
stead by the central government. Land 
valuations are posted on maps in town 
halls. Those who wish to appeal may, but 
few do so. According to Tambet Tiits, an 
expert on land use, the collection rate in 
1996 was 95.5%. 

The tax also helps to counteract a side- 
effect of the country's restitution law, 
which aims, where practical, to hand 
physical property back to its pre-Soviet 
owners. This has created a new class of in- 
active landlords, often elderly or living 
abroad, who tend to leave their property 
idle. The land tax, even at a modest 2% of 
the site value, encourages them to de- 
velop the property or sell it. Government 
waste of land is penalised too: public-sec- 
tor owners must also pay the tax. 

Other countries are following Estonia 





Post-Marxist theorist 


down the Georgist path. Slovenia has a 
land tax already, and Latvia and the 
Czech Republic are both planning one. 
But none of them is embracing George 
with unequivocal enthusiasm. Sugges- 
tions of really steep land taxes as a re- 
placement for all other levies have been 
politely declined. Fully implemented, Mr 
Tiits fears, Georgist theory might drive 
land prices so low that the market would 
stop allocating land use efficiently—as in 
the days of Marxist central planning. 
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Mica girds for battle 


still complain that the decision cuts off mil- 
lions of potential members employed by 
companies that are too small to set up a 
credit union of their own. Dan Mica, presi- 
dent of the Credit Union National Associa- 
tion, said that allowing the decision to 
stand would be “a massive loss for consum- 


Bank regulation 
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ers and choice”. 

But all is not lost. Anticipating an unfa- 
vourable ruling, the credit unions have 
been gathering support in Congress for a 
bill that would allow them to expand their 
membership, in effect negating the court 
ruling. This has already won backing from 
140 or so members of Congress. 

That so many politicians are keen to 
rally behind the credit unions is no mys- 
tery. America’s banks are generally unloved 
by voters, whereas the credit unions have 
cultivated a caring, socially minded image. 
Even Republican heavy-hitters deem it pol- 
itic to throw their weight behind the little 
guys: among the bill’s supporters are House 
Speaker Newt Gingrich; Jim Leach, who 
chairs the House banking committee; and 
Alfonse D'Amato, chair of the Senate bank- 
ing committee. Unpopular as they may be, 
however, the banks have plenty of lobbying 
clout. A real punch-up looms. 





When borrowers go bad 


NEW YORK 


Big changes in the way credit risk is managed are prompting regulators to 


reconsider how to keep banks sound 


EW things scare governments so much 

as a bank going bust. Hence the creation 
of deposit-insurance schemes to protect 
savers when a bank fails—and hence the 
imposition of strict rules to ensure that a 
handful of bad loans will not lead to a cas- 
cade of bank failures around the world. The 
most important of these rules are the capi- 
tal-adequacy standards, which require 
banks to set aside money to protect deposi- 
tors and creditors in the event that the 
bank’s assets lose their value. 

Capital requirements are a crude pro- 
tection at best. And as banks have made far- 
reaching changes in managing their credit 
exposures—the risk that borrowers will not 
pay interest on their loans, or perhaps fail 
even to repay the principal—the interna- 
tional standard forcing banks to set aside 
capital equal to at least 8% of the value of 
their loan portfolios has come to look hope- 
lessly outdated. Bank regulators around the 
world are now looking seriously at how to 
modernise the rules. Privately, they admit 
that the current approach is badly flawed. 
The difficulty, and it is a big one, lies in 
coming up with something better. 

The current approach was heralded as a 
great advance when it was adopted in 1988, 
because each bank's capital requirement is 
supposedly based on risk. The “risk-based” 
standard requires less capital for loans to 
governments and financial institutions 
than for corporate loans; deems lending in 
OECD countries less risky than lending else- 


where; and allows riskiness to determine 
how much capital to set against any credit- 
like exposure in derivatives. But the stan- 
dard has gaping holes. It makes no distinc- 
tion between loans to banks in America 
and loans to banks in South Korea, nor be- 
tween loans to blue-chip companies and to 
firms teetering on the edge of bankruptcy. 
This, perversely, gives banks an incentive to 
lend to riskier borrowers, because such 
loans command higher interest rates but 


Low-risk asset 


do not force the bank to tie up more of its 
shareholders' precious capital. 

Three recent developments have 
brought the inadequacies of this regime 
into the light. First, since the early 1990s, 
when bad loans nearly bankrupted banks 
such as Citicorp and Barclays, banks have 
become far more sophisticated in manag- 
ing their loan portfolios. Some have devel- 
oped complex computer models to do the 
job (see box on next page). This has made 
them confident that they can safely reduce 
the amount of capital they need to well be- 
low the amount required by regulators. 

At the same time, there has been an ex- 
plosion in the use of credit derivatives. 
These allow banks to trade their credit-risk 
exposures cheaply, and so make it much 
easier to reduce the riskiness of their loan 
portfolios. This has further exposed flaws 
in regulation. For instance, in Germany, the 
use of a credit derivative to reduce risk 
would actually increase the amount of cap- 
ital that has to be set aside, as the bank 
would receive no credit for risk-shedding 
but would need additional capital to cover 
possible losses on the derivative. 

The third development occurred in Jan- 
uary, as new rules differentiated between 
assets in a bank's trading portfolio and 
those in its loan portfolio. Banks can now 
use sophisticated risk models to calculate 
how much capital they need to cover possi- 
ble trading losses. Predictably, this has led 
some banks to label their low-risk loans as 
assets held for trading, in effect circumvent- 
ing the capital standards governing loan 
portfolios. 

All this has put pressure on regulators to 
rethink the rules on credit risk. The Basle 
Committee on Banking Supervision, a 
group of leading central bankers, has a 
taskforce on the subject. America's Federal 
Reserve has been consulting banks about 











-come up with a new approach. 


Do-it-yourself regulation 
Many bankers would like to be able to de- 
termine their own capital requirements for 
loans, based on their credit-risk. models. 
This could benefit borrowers as well, be- 
cause loans would become cheaper if bank 
capital were used more efficiently. And, 
since banks that understand their risks bet- 
ter are safer banks, well-tuned models 
could give taxpayers, who must bear the 
cost of bailing out bust institutions, some- 
thing to cheer about. 

Regulators are less enthusiastic. Senior 
regulators at the Fed, for example, argue 
that poor data make the models bad guides 





| Model behaviour 


NEW YORK 


ANKS' credit-risk models are mind- 

bogglingly complex. But the ques- 
tion they try to answer is actually quite 
| simple: how much of a bank's lending 
| might plausibly turn bad? Armed with 
| the answer, banks can set aside enough 
capital to make sure they stay solvent 
should the worst happen. 

No model, of course, can take ac- 
count ofevery possibility. Credit-risk 
models try to put a value on how 
much a bank should realistically ex- 
| pect to lose in the 99.9% or so of the 
| time that passes for normality. This 
| requires estimating three different - 
_ things: the likelihood that any given 


| 

| borrower will default; the amount 

| that might be recoverable if that hap- 

| pened; and the likelihood that the 

| borrower will default at the same 

| timeothers are doing so. 

| This last factor is crucial. In effect, 

| it will decide whether some unfore- 

|! seeneventis likely to wreck the bank. 
Broadly speaking, the less likely it is 
that many loans will go bad at the 
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also point out that banks need capital not 
just to protect against bad loans, but also to 
cover risks that cannot be quantified—in- 
cluding such operational hazards as em- 
ployee fraud and computer failure. 

All of these concerns are legitimate. But 
experience with the new rules for banks’ 
trading portfolios shows that models need 
not be perfect. Although banks may use ap- 
proved risk-management models to deter- 
mine how much capital to set aside for 
their trading portfolios, the regulators have 
built in a substantial comfort margin by re- 
quiring banks to hold three times as much 
capital as the models recommend. They 
also reserved the right to raise this amount, 
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variables, such as interest rates and 
growth in GDP. J.P. Morgan's "Credit- 
Metrics" applies a theoretical model of 
when borrowers default, using credit rat- 
ings for bonds and drawing on another 
model developed.by KMv, a Californian 
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has released significant amounts of capital, 
which can be returned to shareholders. or 
used more profitably. 

Overall, the banking industry has iudi 
to gain from regulatory changes that allow 
capital to be used better. But a more flexible 
regulatory regime is no certainty. Regula- 
tors in continental Europe and Japan are 
less enthusiastic than those in Britain and 
America. The most outspoken opposition, 
though, may well come from the regulatees. 
Many banks still lack advanced systems to 
manage credit risk, and others have so 
many poor loans on their books that they 
have no desire to quantify the risk. Both 
groups have much to lose from change. 
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chances that Wal-Mart, say, will default at 
the same time as Woolworth or that loans 
to French property developers will go bad 
at the same time as loans to Air France. 
This leads to a series of loss probabilities 
for the bank’s entire portfolio of loans. 
This will indicate the maximum loss that 
the bank needs to prepare for by setting 
aside capital. 
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Last year’s model 
Credit-risk models have evolved | 
from “value-at-risk” models, which : 
were developed to estimate how. 
much of a bank's trading portfolio— 
foreign exchange, cash, securities - 
and derivatives—it could lose in a 
single day because of adverse move- _ 
ments in financial prices. These 
models have been criticised for as- 
suming that past correlations in the 
prices of different assets will hold in 
future and for making simplistic as- 
‘sumptions about the range of possi- 
ble price changes. They also fail 
when prices for the underlying assets 
. become unavailable—when a stock- 
. market suspends trading, for exam- 
.. ple. These criticisms apply just as 
well to credit-risk models. 

. Value-at-risk models have one 
big advantage over credit-risk mod- 
els, however. They generally deal 
with assets that are publicly traded, 
so there is a vast amount of data for 
the models to crunch. It is far harder 

to come up with data on the market value 
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bad loans banks eventually recover. That 
leaves it uncertain whether the results 
cranked out by credit-risk models are sta- 
tistically valid. The models are clever, all 
right. But how much relation they bear to 
reality may not be clear until after the 
next recession. 
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Of death and taxes 


When parents make gifts to their children, they behave differently than 


when leaving inheritances 


HUGE amount of money passes be- 
tween generations. Although most of 
these transfers take the form of govern- 
ment spending on education or pen- 
sions, vast sums are shifted privately from 
old to young. According to the most re- 
cent estimates, Americans give about $49 
billion a year to their adult children when 
they are alive, and leave behind $155 bil- 
lion a year in bequests when they die. In 
Europe and Japan, middle-aged people 
are looking forward to transfers from par- 
ents made wealthy by generous pensions 
and rises in the value of their homes. 
Economists have come up with two 
main explanations for this parental gen- 
erosity. One, surprisingly enough, sug- 
gests that parents give money to 
their adult children because they 
care about them. The trouble is, 
you might then expect gifts and be- 
quests to be unequal within fam- 
ilies, with poorer siblings getting 
more. The other explanation is that 
the transfers are really an exchange, 
in which gifts or bequests are used 
to encourage children to look after 
their ageing parents. But either ex- 
planation leaves open a puzzling 
question: why do parents seem to 
treat bequests to their children af- 
ter death so differently from gifts 
made while they are alive? 


ECONOMICS FOCUS - 





McGarry amasses a wealth of new evi- 
dence which confirms that parents do 
treat gifts to their children differently 
from bequests. She uses two large surveys. 
One examines a sample of just over 6,000 
American families with adult children 
where the head of household was born be- 
tween 1931 and 1941. A second survey 
looks at almost 5,000 families with adult 
children where the head of household 
was born in 1923 or earlier. Both surveys 
ask unprecedentedly detailed questions 
about gifts; the survey of older parents 
also asks about intended bequests. 





"And to my ungrateful offspring .... " 


For richer, for poorer 


Parents, at least in America, tend to divide 
their estates equally between their chil- 
dren, regardless of each child's wealth. 
This pattern is clear in studies of tax re- 
turns and probate records. Transfers from 
living parents to their children have been 
studied less, and the patterns are less 
clear. Some economists have found that 
parents give more to richer children (thus 
worsening inter-sibling inequality), while 
others have found that parents tend to 
help their poorer offspring more. Unfor- 
tunately, all of these analyses have been 
based on limited data, often the tax re- 
turns of very-high-income people. None 
has examined parental attitudes towards 
bequests and transfers simultaneously. 

A new paper* by Kathleen McGarry, 
an economist at the University of Califor- 
nia in Los Angeles, tries to do this. Ms 
* "Inter vivos transfers and intended bequests" NBER 
Working Paper 6345. December 1997. 


! "The estate tax and after-tax investment returns.” NBER 
Working Paper 6337. December 1997. 


The results show unequivocally that 
parents tend to divide their bequests 
equally, whereas their gifts are far from 
equal. In the survey of older parents, 83% 
of respondents who had made a will and 
who listed their children among their 
beneficiaries, said the division between 
offspring would be about equal. In the 
same survey only 25% of families who had 
given at least $500 to a child that year gave 
equal amounts to all children. In the sur- 
vey of younger parents only 6% gave equal 
transfers to all children. 

Ms McGarry reckons that the appar- 
ent anomaly of equal bequests and un- 
equal gifts may have something to do 
with—you guessed—information. When 
parents choose the size of a living gift, as it 
were, they may base their decision on 
each child's current consumption. But 
when they are writing their wills, parents 
must estimate the child's long-term in- 
come and consumption based on the 
child's characteristics. If this is correct, 
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parents may anticipate only small differ- 
ences in the long-term consumption and 
income of their various children, result- 
ing in equal bequests. 

Ms McGarry's theory is clever but not 
entirely convincing: by the time many 
parents get round to making wills, they 
probably have a good idea of their chil- 
dren's likely long-term income. But it 
does offer a partial explanation of the dif- 
ference between gift-giving and be- 
queathing. 

Another of Ms McGarry's findings 
points to a different explanation of par- 
ents uneven generosity: an attempt to 
avoid inheritance tax. Until 1997 Ameri- 
cans with a net worth of over $600,000 
upon death were liable for estate (inheri- 
tance) taxes. (This threshold was raised 
last year.) On the other hand, up to 
$10,000 can be transfered from any 
person to any other person tax-free 
every year. Thus older parents with 
large estates might try to "bring for- 
ward" their bequests, giving the 
maximum tax-free amount to their 
children during their lifetimes to 
minimise the tax bill at death. 

Ms McGarry's data show some 
evidence of this. Older parents 
were more likely to give equal 
transfers to their children than 
younger parents, and older parents 
with assets over $600,000 were 
nearly twice as likely to make equal 
transfers to all children as older 
parents whose assets did not reach 
the estate-tax threshold. Both facts 
imply that wealthy older parents view 
gifts as a substitute for bequests, while 
younger and less wealthy parents do not. 

Tax avoidance, however, cannot be 
the only answer. As James Poterba, an 
economist at the Massachusetts Institute 
of Technology, points out in another re- 
cent paper’, rich parents transfer far less 
to their children than a tax-avoidance 
strategy would suggest. 

In a 1995 survey of consumer fi- 
nances, around 95m American house- 
holds claimed to have a net worth (in- 
cluding life insurance) of $600,000 or 
more. Mr Poterba calculates that if these 
people used their tax-free transfers strate- 
gically, they could transfer about $443 
billion a year to their offspring. Actual 
transfers are only a fraction of that 
amount, implying that parents do not 
plan their generosity primarily to avoid 
the taxman. In short, parental behaviour 
seems both inefficient and erratic—as 
their children knew all along. 
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Object-oriented programming is taking over the writing of much computer 
software. Its next conquest could be the database industry 


TABASES are the workhorses of cor- 
porate computing. Most people with 
a personal computer on their desk are fa- 
miliar with spreadsheets, word-processors 
and e-mail. Though lucrative for their mak- 
ers, these applications programs are rela- 
tive minnows in the carporate-software 
world. The programs that really make busi- 
ness tick—handling sales transactions, re- 
ordering stock, scheduling production and 
so on—are the massive “relational” data- 
bases produced by the likes of Oracle, 
Sybase and 1BM. These databases work by 
organising information as a stack of tables 
of rows and columns that are related to one 
another by mathematical formulae. 

Relational databases have dominated 
the industry since they ousted "flat-file" 
databases (built around simple lists of 
items) in the 1980s. Now they themselves 
are under attack. The threat is coming from 
“object-oriented” databases—so called be- 
cause they are put together like virtual Lego 
from pre-assembled software building- 
blocks known as "objects". 

Relational databases are fine when it 
comes to dealing with words and numbers, 
but they tend to throw catastrophic fits if 
faced with the streams of video data, flashy 
graphics and animation that are rapidly 
becoming a part of daily computing life. 
Object-orientation, however, can cope eas- 
ily with all of these. An object-oriented 
database does not care whether the in- 
formation being stored in it is a handful of 
telephone numbers, a series of music tracks 
or a whole stream of images that make up a 
motion picture. 

The past year or so has seen the emer- 
gence of object-oriented databases such as 
Objectivity, ObjectStore, Versant and Poet. 
The latest and most ballyhooed product to 
hit the market is Jasmine, a joint effort by 
Computer Associates in New York and 
Fujitsu in Tokyo. Jasmine has caught the 
business world's attention because of its 
ability to develop applications quickly and 
without special knowledge. It promises to 
be particularly useful for firms wanting to 
sell their wares over the Internet. 

Object-oriented databases are in fact 





Tomorrow's programming today 


only the newest manifestation of a trend to- 
wards object-orientation across the soft- 
ware industry as a whole. More than half of 
new personal-computer software is now 
produced this way, and the technique has 
brought the art of writing computer pro- 
grams much closer to being a branch of en- 
gineering—which many programmers say 
it should have been all along. 

Before computer scientists invented the 
object-oriented programming system 
(oops), they had strict rules about keeping 
data and instructions apart. Units of data 
were called "structures" and units of pro- 
gramming code were called “functions”. 
Structures and functions rarely came into 
contact until a program was actually run- 
ning on a computer. Once there, however, a 


function could operate on more than one 
structure, and more than one function 
could operate on the same structure. This 
often led to labyrinthine programs which 
were difficult to modify. 

Objects changed all that. Instead of try- 
ing to keep them apart, oops deliberately 
merges the data and code into single enti- 
ties—objects. To a programmer, these ob- 
jects are black boxes. Messages can be sent 
to and received from them without the 
need to know how they work. 


A happy marriage 


Using such objects streamlines the task of 
writing programs. The real power of OOPs, 
however, stems from the way the objects are 
defined in the first place. Everything you 
need to know about an object is deter- 
mined by its “class”. Objects are merely in- 
dividual instances of a particular class. For 
instance, the objects "Screwdriver", "Span- 
ner", “Drill” and “Hammer” might all be- 
long to a class called "Tool". The Tool class 
would then define what it is like to be a 
Tool object and what messages—“twist”, 
"tighten", “bore” or “hit” for example— 
such an object can respond to. 

The thing that makes the class system so 
useful is a feature called “inheritance”. If a 
class of objects that responds to a whole 
range of messages is suddenly required to 
respond to additional ones, oops allows a 
daughter class to be created. The daughter 
inherits all of its parent’s messages but with 
the new ones added. Thus, once the Tool 
class exists, a subclass Power-tool that re- 
sponds to such additional messages as 
“switch on” and “recharge” could be 
added. Inheritance saves a programmer 
from having to rewrite whole chunks of 
code from scratch. 

The art (or science) of writing an object- 
oriented program therefore depends on 
breaking a problem down into an eco- 
nomical set of classes that can be reused 
throughout the program that is intended to 
solve that problem. Once a library of classes 
has been written for a particular subject 
(say, bond trading), it can be used over and 
over again in similar sorts of programs. As a 
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result, whole “class libraries” have been de- 
veloped, and can be bought off the shelf 
from software publishers. 

For Windows-based computers, things 
have gone further still. An extension of the 
class-library idea called an “application 
framework” has taken even more of the 
blood, sweat and tears out of writing OOPs 
programs. These frameworks, such as 
Borland's owr and Microsoft's MFC, can be 
used to define the structure of a program in 
a way that insulates a programmer from 
the fiendish business of having to hook 
what he is putting together into the under- 
lying operating system that will run it. 


Coffee and cream 


The other development that has allowed 
the emergence of object-orientation is the 
creation of suitable programming lan- 
guages—particularly Java, whose most fam- 
ous objects, known as applets (small appli- 
cations), can be fetched through the Net 
and put together to form full applications. 

Java was compounded from a mixture 
of c++ (the object-oriented version of a 
powerful and popular computer language 
known as C) and Smalltalk (an uncom- 
promisingly pure, object-oriented lan- 
guage developed when oops was still a lab- 
oratory curiosity). It has the syntax of the 
former, making it relatively easy to learn, 
but it also has the internal structure of the 
latter, including the nifty trick of running 
on a so-called “virtual machine". 

Because each Java program is written 
for the same virtual machine, all it needs in 
order to run on a Windows-based rc, Mac- 
intosh, Unix computer or anything else is a 
tiny additional program on the host that 
lets it mimic this hypothetical computer. 
So, once written, a Java program does not 
have to be reconstructed for other types of 
computers. Software publishers love that. 

Writing databases is, of course, only one 
of Java's uses. Its inventors, Sun Micro- 
systems, hope that it might one day break 
Microsoft's hold on the pc-software indus- 
try. For the moment, though, it is manufac- 
turers of relational databases who are most 
nervous. All the leading suppliers have 
been trying to add object-orientation to 
their relational products. 

So far, however, developers have found 
that extracting information from a rela- 
tional database becomes extremely compli- 
cated when it includes objects. Even Oracle, 
the relational market leader, admits that 
querying a hybrid database may be too dif- 
ficult for ordinary users. Computer Asso- 
ciates spent a fortune trying to marry the 
two approaches before backing pure ob- 
ject-oriented Jasmine. 

In some ways, today's suppliers of rela- 
tional databases are like the original devel- 
opers of flat-file databases in the early 
1980s. The flat-filers tried to fend off the re- 
lational newcomers by trying to add simi- 
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lar features to their existing products. None 
of the programs worked well and few of 
those suppliers are around today. Oracle 
and its rivals are vastly bigger than the flat- 
file database companies ever were, but that 
does not mean they are invulnerable. 
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Height and welfare 


Bigger is better 


OR a quarter of a millennium, the boys 

and men who joined Britain's armed 
forces have been measured. The records of 
their heights have led to one of the most in- 
teresting debates in economic history, for 
they appear to tell a tale about the effects of 
industrialisation that is quite different 
from the one economists are used to. The 
outcome of the debate looks like being a tri- 
umph for tape-measures over calculators, 
and it has implications for the future as 
well as the past. 

The records of the heights of army re- 
cruits born between 1740 and 1914 show a 
steady rise from the late 1780s until the 
1820s, then a decline to the 1850s, and then 
a resumed rise. Plenty of evidence suggests 
that height reflects diet, adjusted for the toll 
taken on a body by disease and work. So 
height is a sort of portmanteau measure of 
key aspects of human welfare: what indi- 
viduals have to eat, how vulnerable they are 
to ill health, how hard they must work. Not 
surprisingly, therefore, height and income 
per head are closely associated. Rich coun- 
tries tend to have the tallest populations 
(Dutchmen are tallest of all, towering an av- 
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erage 181cm, or 5 feet 11 inches) and, within 
countries, the rich are taller than the poor. 
For historians, height offers a more con- 
sistent measure than money. Roderick 
Floud, the head of London Guildhall Uni- 
versity, who analysed the recruiting figures, 
argues that the fall in the height of British 
men in the mid-19th century was a sign that 
the initial, enriching impact of the indus- 
trial revolution had given way to the Dick- 
ensian miseries of urban life. In the past, 
the economic historians who looked at 
British real wages saw a brisk rise from 
about the 1820s. Now, Charles Feinstein of 
Oxford University has calculated that the 
real wages of manual workers rose by less 
than 30% from around 1780 to 1855. Allow- 
ing for bigger Victorian families, real in- 
comes probably fell. (No such recalcula- 
tions have so far explained why height also 
fell in America in the mid-19th century.) 
Measures of height have two big advan- 
tages over prices and wages as historical 
data. First, they are much more complete. 
Richard Steckel, an economist at Ohio State 
University, has measured 12,500 skeletons, 
some dating back as much as 5,000 years, 
from across the western hemisphere. The 
results suggest a huge diversity of living 
standards. The people who lived in New 
Mexico and Arizona at the start of the cur- 
rent millennium were the shortest and 
least healthy; the later equestrian nomads 
of the plains were the tallest and healthiest. 
Second. stature is a guide to aspects of 
welfare that money does not reflect. It can 
tell tales about the status of women or 
slaves, for example. According to Dr 
Steckel, records show that slave children 
were much more under-sized than adult 
slaves: their owners fed them inade- 
quately until they were old enough 
to work, whereupon their diet—and 
so their growth—improved. By cal- 
culating the cost of making up a 
young slave's childhood lack of pro- 
tein, and then comparing that cost 
with the market value of an extra 
inch of height, Dr Steckel finds that 
the owners were being cruelly ratio- 
nal: the return on the extra invest- 
ment would have been negative. 
Height may throw light on the 
present and future as well as on the 
past. A current conundrum is that 
the average height of Americans has 
not increased since the early 1970s, 
when men reached 177cm. Europe- 
ans, on the other hand, have gone on 
growing—especially northern Euro- 
peans. So have the Japanese. Army 
recruits in Japan now average 
around 174cm. What happens if the 
Japanese start to look down, literally 
and not just metaphorically, on 
Americans? And why have Ameri- 
cans stopped growing? Is it a sign 
that blue-collar living standards in 
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America have been falling, while those else- 
where have continued to grow? 

Most intriguing of all is the question of 
the future. Robert Fogel, a Nobel-laureate 
economist from the University of Chicago, 
has been using material such as the pen- 
sion records of Civil War veterans to exam- 
ine the connection between height and 
mortality in old age. 

Dr Fogel has found strong evidence 
linking height with longevity. Taller peo- 
ple, in any given period, live longer than 
shorter ones. Today’s tallest people are 
young adults. Their grandparents already 
live far longer than any previous genera- 
tion. In a speech in London last year, Dr 
Fogel suggested that a society in which the 
average height for men is 190cm cannot 
now be ruled out. With it might go longer 
life expectancy. 

Such a world of giants and ancients 
might seem hard to imagine. But in fact, it 
would simply continue an existing trend. 
The latest global population projections, 
published by the United Nations at the 
start of February, forecast that in 50 years 
time the over-60s will be a larger share of 
the world’s population than the under-15s, 
and that one human in ten will be an octo- 
genarian or older by 2150. If the height stud- 
ies are right, that may actually be an under- 
estimate. The grandchildren of those 
around today are likely to be the tallest old 
folk ever to walk the earth. 





Friction and superconductors 


Rubbed out 


F YOU wetted your finger to turn the 

page to this article, you were making use 
of a phenomenon that is familiar and 
mundane, yet surprisingly little-under- 
stood: friction. Why liquids generally lubri- 
cate the interface between two surfaces, 
and yet sometimes—as in the case of page- 
turning—don't, is one of many mysteries 
about friction that have puzzled scientists 
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over the RR, Now Jacqueline Krim Md 
her colleagues at Northeastern University 
in Boston have discovered another. It is a 
link between friction and another murky 
phenomenon—superconductivity. The re- 
searchers’ finding threatens to shake the 
precarious understanding of both things 
that scientists thought they had. 

The basic rules of friction, discovered in 
the 17th and 18th centuries, are simple yet 
surprising. The friction between two sur- 
faces depends on the strength of the force 
that is pressing them together. It does not 
depend on the area of the surfaces in con- 
tact (if you slide a brick along a table, the 
resistance to itis the same whichever face of 
the brick is on the table; only its weight 
matters). And once the surfaces are moving, 
their speed makes hardly any difference. 

Explaining these rules has proved difh- 
cult. Friction is not determined by rough- 
ness: smooth surfaces sometimes grip bet- 
ter than irregular ones. Nor does friction 
seem to depend on the surfaces' ripping at- 
oms off one another as they slide—physi- 
cists have found that you can have friction 
without wear and tear. 

One successful theory of recent years 
says that the atoms in each surface *pluck" 
one another, and set each other vibrating, 
like a bow going over a violin string. The 
energy lost to friction is the energy that goes 
into these vibrations. The amount of fric- 
tion between two surfaces depends, there- 
fore, on how well they stimulate each 
other—that is, on whether the plucking of 
the atoms tickles the natural frequencies of 
the materials. A violin bow, in other words, 
is hard to push against the instrument's 
string precisely because it is so good at 
drawing a note from it. 

Besides this *mechanical friction", an- 
other type has been suggested: "electronic 
friction”. This would occur when at least 
one of the materials is a metal. The theory is 
that there should be a certain amount of 
stickiness between the metal's "free" elec- 
trons (those at liberty to travel through it, 
carrying electricity as they do so) and those 
in the atoms of the other material. 

Dr Krim tested this idea indirectly a 
couple of years ago. She measured the fric- 
tion between a smooth, cold piece of silver 
and a thin layer of solid xenon (a rare ele- 
ment which is gaseous at room tempera- 
ture). She found it to be about the same as 
the mechanical theory predicted; elec- 
tronic friction, if any, was therefore insig- 
nificant. Now, though, the team has looked 
for electronic friction more directly, and 
with striking results. In this week's Phusical 
Review Letters the researchers report that, 
inonecase at least, it is both significant and 
very peculiar. 

As before, they measured the friction 
between two materials—this time lead and 
solid nitrogen. They then lowered the tem- 
perature to below -266'C, the point at 


“which lead iecites a into ehdacix 
(meaning that it conducts electricity with- 
out resistance). They measured how the fric- 
tion changed as the temperature dropped 
below this critical point. What they were ex- 
pecting was a small, gradual drop. What 
they got was a big, sudden one. 

They expected some decrease because 
of what happens when a metal turns into a 
superconductor. As it goes below the criti- 
cal temperature, its free electrons start to 
pair up. Once paired, electrons become 
oblivious to their surroundings and waft 
through the metal without loss of energy. In 
that state they should also play no part in 
friction. 

The friction between the nitrogen and 
the lead actually fell bv about half, which 
was surprising in the light of the old re- 
search. But how quickly it fell was a lot 
more surprising. As a metal drops below its 
critical temperature, the number of elec- 
trons in pairs increases only gradually. The 
drop in friction should have been cor- 
respondingly slow, but it wasn't. 

At the moment, this is inexplicable. Pos- 
sibly, it may say something hitherto unsus- 
pected about superconductors—that when 
electrons in a metal pair up, they prefer to 
travel along the metal's surface, and not 
through its depths. Or it may force a rethink 
about friction—possibly, electronic friction 
somehow triggers more mechanical fric- 
tion, so a small drop in the first causes a 
bigger drop in the second. Or perhaps there 
is another explanation altogether. 

Dr Krim and her colleagues are repeat- 
ing their experiment with other materials 
to see if the same thing happens. If it does 
the theorists will have their work cut out. 
Now wet your finger and read on. 
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Re-reviewing the pundits 


How do books about the future stand up to the test of time? We look first at a 
batch about Asia’s future and then at Aldous Huxley's ** Brave New World" 


SIA'S currencies and stockmarkets have 
plummeted. Mass bankruptcies and 
sackings loom in Thailand and South Ko- 
rea. Japan is stagnant. Lethal riots are break- 
ing out in Indonesia. The time has come to 
dust off some of the most highly publicised 
books written about Asia in the past few 
years and look again at their predictions. 

The most strident is “The Voice of Asia: 
Two Leaders Discuss the Coming Century" 
(1995) by Mahathir Mohamad, the 
prime minister of Malaysia, and 
Shintaro Ishihara, a Japanese na- 
tionalist politician. Their message is 
simple: the West's prosperity is a 
thing of the past because western so- 
cieties are lazy, decadent and domi- 
nated by "democratic fanatics”. 
Asians, however, work hard, avoid 
drugs, respect the bonds of family 
and obey wise, strong leaders. So, 
they predict, by 2000 the combined 
GNP of Asia will exceed that of the 
United States and Europe. 

Last year, when the crash of, 
among other things, the Malaysian 
ringgit, made it obvious that this was 
not going to happen, Dr Mahathir 
blamed it on a Jewish conspiracy. In 
his book, he noted that white people 
are racists, whereas "tolerance is a 
typically Asian quality". 

Several western authors also put 
misplaced confidence in Asia's pros- 
pects. In “Megatrends Asia" (1995), 
John Naisbitt predicted that the 
United States and Europe would 
“end up playing very second fiddle 
to the new global leaders in Asia by as early 
as the beginning of the next decade.” Why? 
Partly because Asians save more, work 
much harder and rely on the family rather 
than on a European-style welfare state. But 
also because “the force that will catapult 
Asia to economic dominance” will be the 
business networks of the 55m overseas Chi- 
nese. With their 16-hour days, their cross- 
border connections, their swift, informal 
deal-making and their habit of sheltering 
their wealth offshore, the overseas Chinese 
who form these networks will, he argues, 
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produce “the organisational model for the 
21st century”. 

That some overseas Chinese have been 
phenomenally successful is not in doubt. 
The swashbuckling exploits of Li Ka-shing, 
the plastic-flowers-to-skyscrapers tycoon, 
and of Liem Sioe Liong, President Suharto’s 
favourite plutocrat, are recounted rather 
more entertainingly in Sterling Seagrave's 
"Lords of the Rim" (1995). But though the 





Dr Mahathir catches a cold 


typical overseas Chinese conglomerate, 
ruled by a lone patriarch, might do well in 
businesses, such as property or shipping, 
where good contacts and rapid decision- 
making are crucial, these fief-firms have 
their limitations. They have yet to make a 
mark in areas such as Europe where they 
lack contacts, or in sectors—the manufac- 
turing of cars, for example, or computers— 
where sophisticated management struc- 
tures are essential. And it was the cosy, 
crony capitalism practised by the overseas 
Chinese, with its murky accounting and 


bank loans for friends, that allowed so 
many Asian firms to over-borrow and get 
into their current mess. 

Others have cited Japan and South Ko- 
rea as exemplars. In “Looking at the Sun: 
The Rise of the New East Asian Economic 
and Political System" (1994), James Fallows 
argued that the most successful Asian econ- 
omies have mimicked Japan's policy of 
keeping its home market closed and fun- 
nelling savers’ money into "strategic" in- 
dustries such as semiconductors and cars. 
An intrusive industrial policy may have 
boosted economic growth in the 19605, 
when Japan was scrambling to catch up 
with the technologically superior West. But, 
after eight years of stagnation and in the 
midst ofa lingering banking crisis, it would 
be brave now still to argue that Tokyo's 
trade and finance bureaucrats are doing a 
good job. 

Recent events in South Korea fur- 
ther imperil Mr Fallows's thesis. He 
thought that Japanese-style state-di- 
rected easy credit for Korea's chaebol 
(conglomerates) would allow them 
to expand indefinitely without wor- 
rying overmuch about profits. In 
fact, it allowed them to borrow so 
much that eight have collapsed in 
the past year, and the rest are wob- 
bling. Prodded by the IMF, Kim Dae 
Jung's government is trying to per- 
suade banks to lend on the basis of 
creditworthiness, rather than politi- 
cal contacts. 

An even more exuberant predic- 
tion ofimminent Asian domination 
was made by Eamonn Fingleton in 
“Blindside” (1995) Extrapolating 
from a temporary plunge in the 
value of America’s currency against 
Japan's—the dollar fell below 80 yen 
in the spring of 1995—he predicted 
that Japan would surpass the United 
States to become the world's largest 
economy by 2000. 

In 1996, the American economy 
was two-thirds as large again as Ja- 
pan's and it has grown faster ever since. Mr 
Fingleton acknowledges in "Blindside" 
that Japanese consumers have not been the 
main beneficiaries of their country's 
growth: because of rigged markets they pay 
$50 for a melon and need two generations 
to pay off their mortgages. He does not 
seem to think this matters. And despite the 
fact that, when his book came out, Tokyo 
was humming with rumours of severe fi- 
nancial troubles at Japanese banks, he ar- 
gued that these banks, led by the Ministry 
of Finance, were stronger and more effi- 
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cient than their American counterparts. 
The rumours were correct, as even the min- 
istry has now admitted. 

Not everybody got it wrong. Among 
those vindicated by events is Mark Clifford, 
a journalist formerly on the Far Eastern 
Economic Review. His prediction, in 
“Troubled Tiger” (1994), that vast hidden 
debts would bring Korea's chaebol low was 
proven spectacularly right last year. 

Jim Rohwer, a former Hong Kong cor- 
respondent for The Economist who now 
works for Fortune, can preen himself too. If 
you ignore its boosterish title and first 25 
pages of guff, his "Asia Rising" (1995) is 
probably the most balanced account in 
English of Asia's recent past and likely pros- 
pects. 

Mr Rohwer's analysis of Asia's strengths 
is broadly similar to that of several other 
pundits—anti-welfarism, high savings, 
good education, pro-business policies and 
so on. What makes “Asia Rising” different 
is his careful chronicling of the continent’s 
weaknesses as well as its strengths, particu- 
larly “its failure to move beyond the infor- 
mal and the personal in its ways of doing 
business, of governing, and of handling re- 
lations between states.” Mr Rohwer also 
brings an unusual, and welcome, historical 
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Tug-boat pilots on the Rhine snapped by the in- 
comparable Henri Cartier-Bresson, whose 
90th birthday is being celebrated by two exhi- 

bitions in London and by two new books: ‘Tête 
| à Tête” (Thames and Hudson; 144 pages; £32) | 
| and "Europeans" (Thames and Hudson; 232 | 
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perspective. That Asia (from India to Japan) 
should now be jostling to account for a 
third of world output is, he notes, neither 
miraculous (three-fifths of mankind lives 
there), nor even new. The area produced 
about a third of world GNP in 1900. For 
most of this century, it lost ground. In the 
past three decades, it regained some of the 
ground it had lost. 








Aldous Huxley's bleak vision 


Scientific brutality 


HINGS are not nearly as bleak as 

Aldous Huxley predicted in 1932 in 
“Brave New World”. Parenthood has not 
been generally abolished; the best toys are 
not kept at the crematorium; the north pole 
is not home toa bad hotel called the Aurora 
Bora Palace. Yet his satirical depiction of 
human enslavement to the twin masters of 
medical technology and capitalism is still 
prescient enough to sting—not least be- 
cause he foresaw the power of modern bi- 
ology 20 years before the discovery of the 
structure of DNA. 

The novel opens at the Central London 
Hatchery, where a batch of ea- 
ger students of higher than aver- 
age intelligence are being 
shown around by the Director 
of Hatcheries and Condition- 
ing. The tour begins at the Fertil- 
ising Room where eggs and 
sperm have been collected and 
are being mixed together. Then 
the students watch while, in the 
Social Predestination Room, 
embryos designated to grow 
into intelligent adults—the al- 
phas and betas—are left to de- 
velop in peace (“one egg, one 





embryo, one adult”). 
Those embryos destined by 
their genes to be menial 


| labourers are split, and then 
| Split again, as many times as 
possible—cloned, in other 
words, albeit using what Hux- 
ley dubs "Bokanovsky's Pro- 
cess", or what scientists call em- 
bryo-splitting—to give rise to 
huge batches of identical twins. 
These poor embryos—the gam- 
mas, deltas and epsilons—are 
deliberately subjected to in- 
creasingly poor environments 
to ensure stupidity and stunt- 
ing, and to minimise variation 
between individuals. 

Ghastly stuff. But worse is to 
come. The eager students go on 
to see the nurseries, where chil- 
dren are fed with an artificial 
"external secretion", condi- 
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tioned with electric shocks to turn away 
from knowledge, and brain-washed as they 
sleep with the endless whisperings of the 
ultimate consumer society (*ending is bet- 
ter than mending, ending is better than 
mending, 1 love new clothes, 1 love new 
clothes"). 

As the plot unfolds, the novel makes 
predictions of two kinds: first, about the 
way that society will be organised and, sec- 
ond, about technologies that will be widely 
used. The second predictions are the more 
interesting—not only because Huxley got 
more of them right, but also because from 
his vantage point, 65 years ago, they would 
have been far more surprising. 

The first transatlantic flights were not 
attempted until the 1920s. The first fully 
electronic television set was not unveiled 
until 1932. The contraceptive pill was not 
invented until the 1950s. Yet Huxley imag- 
ined a world in which flights between Lon- 
don and Santa Fe take 62 hours and where 
televisions are not only in every room but 
even at the end of the beds of people dying 
in nursing homes. Girls at school are sub- 
ject to "Malthusian drill" in contraceptive 
use; and there is abortion on demand (in- 
deed by decree) if the contraceptives fail. In 
addition, everybody is immunised (while 
still in the bottle) against infectious dis- 
eases. 

In "Brave New World", Huxley also 
foresaw virtual reality. True, nobody goes to 
the "feelies" instead of the movies, but it is 
probably just a matter of time before 
"feelies" arrive. More impressively, he fore- 
saw the new technologies of reproductive 
biology, such as the ability to achieve fertil- 
isation outside the womb. He imagined a 
way to clone people (embryo-splitting) that 
is different from the one that brought Dolly 
the Sheep into the world. Embryo-splitting 
can already be done, and has been used to 
create human twins, or clones, born years 
apart. Their parents (donors?) presumably 
hope that they will grow to be alphas or 
betas. 





Berlin film festival 


The netherworld 


BERLIN 


HE magic realism that runs through the 

fiction of so many avant-garde novelists 
beguiles film makers too. Not, however, 
Walter Salles, the Brazilian director whose 
low-budget “Central do Brasil” carried off 
the Golden Bear award at the Berlin film 
festival this week. His prize-winning film is 
a beautifully shot, realistic story of an aban- 
doned boy searching for his father and is 
notable for the fine acting of Fernanda 
Montenegro and Vinicius de Oliveira. 

But many of the other 300-odd films on 
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Perhaps their film's Golden Bir r will cheer hoi up 


show at the festival were more mystical. So 
was the event's poster. Its androgynous 
male-female head seemed to promise ex- 
plorations of the netherworld between re- 
ality and illusion, where things are seldom 
what they seem. 

Such deception was carried to extremes 
in a Spanish film that bemused festival-go- 
ers: "Abre los ojos” (Open your eyes), di- 
rected by Alejandro Amenabar. In it à 
young Madrileno is disfigured in an acci- 
dent engineered by a jealous girlfriend to 
kill her rival. He awakens each morning to 
face what is possibly virtual reality in 
cyberspace, and can never be sure which 
grl he will be seeing that day. Mr 
Amenabar's references to Alfred Hitch- 
cock's “Vertigo” add to the confusion. So do 
publicity posters that make the young man 
resemble the young Ingrid Bergman. 

Myth versus reality is the theme of an- 
other film about tortured romance that ex- 
cited film buffs at the festival. Yossi Somer's 
“The Dybbuk of the Holy Apple Field” is an 
Israeli-Swiss production based on a Yid- 
dish play by S. Anski that inspired a memo- 
rable film that was shot in Poland in the 
1930s. In the new film the gothic chiar- 
oscuro of the shtetl is replaced by the muted 
colours of the Orthodox section of today’s 
Jerusalem. The hero listens to a Walkman 
but the plot is ageless: the soul of a young 
man who loved but could not marry must 
be exorcised from his surviving sweetheart. 

More prosaically, illusion is manufac- 
tured to serve political ends in Barry 
Levinson’s uncannily prescient “Wag the 
Dog”, which won the special jury prize at 
the festival. Its story involves Hollywood 
advisers using computer imaging to stage a 
virtual war in the Balkans and so divert the 
American public’s attention from the scan- 
dal of the president fondling a teenage girl 
in the Oval Office. 

Other, more mundane, variations of il- 
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lusion cropped up in Berlin in “Good Will 
Hunting”, a film directed by Gus Van Sant 
in which a janitor is revealed to be a math- 
ematics genius, and Nick Hurran’s “Girls’ 
Night”, the story of two English bingo win- 
ners enjoying a spree in Las Vegas while 


MOREOVER 


one of them is dying of cancer. 

A more surprising feature of the festival 
was the startling number of musicals from 
European countries. The amateur silliness 
of “Tano da morire” (“To Die for Tano”), a 
low-budget musicial with a Mafia plot 
from Italy, was especially tiresome. Alain 
Resnais’s “On connait la chanson” (The 
song's familiar) was more professional but 
not altogether successful. Characters in- 
volved in a humorously complicated set of 
relationships suddenly break into snippets 
from French songs of the past 70 years. The 
songs are reminiscent of Dennis Potter's, 
but lack his ironic bite. "Jeanne et le garcon 
formidable", directed by Olivier Ducastel 
and Jacques Martineau, was even less effec- 
tive. AIDS is the unlikely subject of its plot, 
and its songs lack both musical and choreo- 
graphic interest. 

These effforts caused many in Berlin to 
sigh for the French musicals of the 1960s. 
For instance, "Les parapluies de Cher- 
bourg" (“The Umbrellas of Cherbourg”), 
starring the irresistible Catherine Deneuve, 
who during the festival, which included a 
retrospective screening of 13 of her most 
memorable films, accepted a Golden Bear 
for her lifetime achievement in the cinema. 





Finishing an unfinished symphony 


Payne's variations 


Thank goodness Edward Elgar's wishes were disregarded 


EW novelists are brave enough to try to 

complete anothers work. Jill Paton 
Walsh is a rare exception. She has set off a 
literary row by turning a fragment ofa Lord 
Peter Wimsey crime story by Dorothy Say- 
ers into a 320-page book*. Completing mu- 
sical works is much more common, but 
somehow that does not make it any less 
controversial, as the simultaneous fuss over 
Elgar’s third symphony shows. 

Many composers work right up to the 
end, dying in full creative flow and present- 
ing posterity with the question of what to 
do with their unfinished works. Sometimes 
these have simply remained in their trun- 
cated state: there is no more moving or dra- 
matic moment in music than the end of 
Bach's “The Art of Fugue”, which breaks off 
in mid-phrase, the point at which the com- 
poser died. In contrast, Mozart’s “Re- 
quiem" was completed by one of his stu- 
dents, who had sung through the piece with 
Mozart on his death-bed. 

The 20th century has seen more prob- 
lematic projects. When Gustav Mahler died 
in 1911, he left two completed movements 
of his tenth symphony and sketches for the 
rest. Somewhat reluctantly, his widow gave 


* "Thrones, Dominations"; Hodder & Stoughton; £14.99. 


a British musicologist, Deryck Cooke, per- 
mission to realise them, and Mahler's tenth 
received its first full performance in 1964. 
Critical reaction has been mixed, though 
many Mahler devotees are glad to have his 
musical last will and testament. But even 





Anthony Payne's muse 
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MrCooke acknowledged that the piece as it 
stood did not represent its composer’s final 
thoughts: “He would have elaborated the 
music considerably, refined and perfected 
it in a thousand details.” 

Recently scholars have shown in- 
creased boldness in turning posthumous 
fragments into, for instance. performable 
tenth symphonies by Schubert and Beetho- 
ven and a seventh by Tchaikovsky. Such re- 
constructions required considerable detec- 
tive work as well as informed flights of 
fancy on the part of the re-composers in or- 
der to supply material which, in the origi- 
nal fragments, is ambiguous or altogether 
missing. This inevitably raises the question 
of what proportion of the resulting compo- 
sition is by the revered genius and what by 
his latter-day amanuensis. 

These issues have come to the fore once 
again with the premiere of Edward Elgar's 
third symphony. Working on the piece 
shortly before his death in 1934, Elgar com- 
pleted over 130 pages of sketches, but it 
eventually became clear that he would 


never finish it. He told a friend not to "let 
anyone tinker with it", indeed to burn what 
he had written, but the friend subsequently 
published many of the sketches as part of a 
memoir of the composer. In 1972 they ex- 
cited the interest of another English com- 
poser, Anthony Payne, who, 20 years later, 
was commissioned by the BBC to prepare 
the more complete parts of the piece for 
performance. 

The project fell through in 1994, when 
the Elgar estate forbade it but, before aban- 
doning his labours, Mr Payne gave an illus- 
trated talk on the BBC, stressing the value 
and quality of the sketches. The musical 
world pricked up its ears and the Elgar es- 
tate soon realised that, when the published 
sketches came out of copyright in 2005, 
anybody could tinker with them. Trusting 
the devil it knew, it commissioned Mr 
Payne to produce a full version of the sym- 
phony. This he did, and it was performed 
in London in mid-February. 

Mr Payne's work aroused controversy 
long before it was finished. The fragmented 





The columnist's trade 







NOT much love is 
lost among columnists. 
Johns Its an ego trade—yes, 
| even on The Economist, 
whose traditional anonymity means that, 
for all our readers know, half-a-dozen 
high brows may lie beneath Bagehot's or 
Lexington's one hat. Johnson's office 
door, the local democracv wall, bears a 
pin-up of a sometime Evening Standard 
columnist. Not just for her bright eyes, 
however, but for the combination of 
them, the accompanying by-line in letters 
half an inch high, and the text, which 
opens with the word “I°—almost three- 
quarters of an inch of this—and reads: 
I have never considered myself to be archetyp- 
ally English—all fastidious stuffiness and po- 
lite embarrassment. But | rather think | am 
when it comes to people who draw attention 
to themselves. 
Yes, really, and not a blush in sight. 

The British columnist (Americans are 
mostly more solemn) has a right unusual 
in journalism: that, if he orshe so chooses, 
of being a wordsmith and entertainer, 
rather than a presenter of any fact that 
even pretends to matter. He may write of 
his adventures, she of her babies, and 
. only the power of the word—and the wit 
| behind it—marks his column as a bore 
, andhersas a lively success. 
| Like the ex-Standard lady, the colum- 


nist can shut his ears to the reproach of 


"You're another". The London Times's 
splendid Bernard Levin used happily to 
denounce “single-issue fanatics” while 
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himself frothing endlessly against the Na- 
tional Union of Journalists, a body that, 
even in its heyday, constrained the free- 
dom of our trade far less than does the 
pettiest proprietor. A clever young man 
on the Guardian once mocked The Econ- 
omist's staff as a bunch of clever young in- 
fants preaching to the world wet behind 
the ears from their universities. Johnson 
recognised a fair enough portrait of him- 
self—almost 40 years earlier, as he went 
for his first job on, well, actually, the 
Guardian. No matter, the power of the 





A fine man 


Johnson recollects penning an enthusias- 


Jewish rage or Jewish prejudice would 


igh as ab Ai 
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nature of the sketches required much deci- 
phering and speculation as to where Elgar 
had intended to fit them into the piece. In 
some places there was no material to go on 
at all—for the last movement, and therefore 
for the work as a whole, Mr Payne has had 
to invent a conclusion, drawing on his own 
sense of the Elgarian idiom, formed over 
some 40 years' devotion to the master. 

The controversy intensified with the 
work's first performance by the BBC Sym- 
phony Orchestra and its appearance on CD 
(NMC 00523). Listeners at the premiere were 
struck by Mr Payne's fidelity to his prede- 
cessors style and persuaded that he had 
done everybody a good turn in making 
more of Elgars music available. As Mr 
Payne himself puts it: “An artist of Elgar's 
stature belongs to us all and... music as 
impressive as the third symphony should 
be made public." And so it will be, under 
the honest if somewhat convoluted title of 
"The Sketches for Symphony No.3, elabo- 
rated by Anthony Payne". 





well-chosen, well-placed word excuses al- | 
most anything. 

Not everything, though. Johnson once 
for a couple of years had to edit columns 
by British politicians. With one author, 
there was no editing to be done: style, 
vocabulary, syntax, the merest comma, all 
was perfect. Happily, this author's topics 
were economic, not political. For he was 
Enoch Powell, who died this month, one 
of Britain's few overt practitioners of the | 
politics of race. The word is not all. | 

How fine it is, though, when used for 
good ends. The British press has just lost a 
far finer columnist, and man, than Enoch 
Powell. And no less a user of English, for 
all his East European origins: Chaim | 
Bermant, of the Jewish Chronicle. | 

Bermant set out as a novelist in 1964. | 


tic review of that first book, and, much 
later, being told by its author that it was 
this review that had encouraged him on 
his path. In fact, fiction was not his path. 
For over 20 years, he wrote columns for 
the JC; columns of humour, of warmth, of 
indignation, of reproach or praise, and al- 
ways of understanding. A rabbi’s son who 
“but for the grace of God might have been 
a rabbi myself”, he—like his paper—was a 
voice of Jewish sanity at times even when 





have been understandable. Those who 
can read without tears his account of his 
return to his Latvian childhood home 
will find it ends in Yiddish, after quoting 
the start of the 23rd Psalm—in the never- 
bettered English of the pious Christian 
translators of the 17th century. 
For such a columnist, give thanks. 
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OBITUARY 


Ernst Junger 


HEN Ernst Jünger be- 

came improbably old, his 
fame could be measured by the 
quality of his visitors, among 
them Chancellor Kohl and Presi- 
dent Roman Herzog. What were 
their expectations as they ap- 
proached Mr Jünger's pleasant 
home in Wilflingen, southern 
Germany? Should they praise 
his 100 or so books ("Ever read 
any, Helmut?"), or his bravery as 
a soldier, or ask to see his famous 
collection of 40,000 beetles? 
The visitors’ wise advisers said 
that, in consideration of Mr 
Junger’s age, a firm handshake 
would be enough. 

The advisers knew that, de- 
spite his age, Mr Jünger could be 
fearsomely articulate. When he 
was 90 he told an interviewer 
that the “reality” for him was not 
the federal republic, but “the 
German Reich”. The leaders of 
today’s determinedly peaceable 
country needed to be spared any 
embarrassing talk of the Reich 
(empire), whether it be the first, 
the Holy Roman Empire (962- 
1806); the second (1871-1918), of 
Kaiser Wilhelm; or the third 
(1933-45), of Adolf Hitler. 

Writers of obituaries in Ger- 
man newspapers have agonised 
in their efforts to be honest 
about Mr Jünger. Some have 
looked at his long life covering 
the blackest period of German 
history, in which Europe narrowly escaped enslavement, and 
note that he never lost his contempt for democracy. For those 
who still retained fears of Germany, Mr Jiinger seemed to pro- 
vide the justification for their foreboding. Others say he was sim- 
ply a patriotic German trying to make the best of the times. The 
important thing, say his defenders, is that he was one of the fin- 
est writers of the century, a great stylist, a master of German, and 
don’t writers make their own rules? 


With Hitler 


So what of his writing? After the slaughter of the first world war, 
most writers with experience of the trenches wrote of the point- 
less wastefulness of battle. Robert Graves’s “Goodbye to All That” 
was an example of the genre. Ernst Jünger, though, took a differ- 
ent view. His "Storms of Steel", published in 1920, offered a sur- 
gically precise view of battle. He looked at death on the battle- 
field with the same detachment that he gave to his collection of 
beetles: "Caught between two fires, the English tried to escape 
across the open and were gunned down like game.” But there 
was more. Battle was glorious and those who survived were an 
elite. Mr Jünger came through four years of this fighting, collect- 
ing, it is said, 14 wounds, which suggests a touch of masochism 
as well as bravery, and numerous medals. 





Ernst Jünger, Germany's writer-warrior, 
died on February 17th, aged 102 


Hitler, to whom Mr Jünger 
sent a signed copy, admired the 
book. The two men shared the 
view that Germany had lost the 
war because its soldiers had 
been betrayed by decadent poli- 
ticians. Neither approved of 
Germany's new pacifist govern- 
ment in Weimar, and both 
wanted it replaced by a nation- 
alistic-minded regime with mil- 
itary values. Mr Jünger wrote ar- 
ticles for a Nazi newspaper but 
although he held Hitler in re- 
gard as a fellow former soldier, 
he could not stand the Nazi 
gang. He, after all, was from an 
upper-class family in Heidel- 
berg; not quite aristocracy, but 
his father, a chemist, also owned 
a coal mine. In any case, the Na- 
zis, with their appeal to the 
“masses”, seemed too far to the 
left for Mr Junger. He politely de- 
clined Hitlers offer of a safe 
Nazi seat in the German 
parliament. 

In 1934, after the Nazi party 
had taken power, the Dachau 
concentration camp had been 
built, and Hitler had murdered 
his Nazi rivals in the “night of 
the long knives”, Mr Jünger pre- 
pared to watch a different sort of 
battle. In a reference to his bee- 
tles, he wrote that he was content 
to "watch people eat each other 
up like insects". 

He spent part of the 1930s 
travelling the world in search of beetles and other insects, and in 
the second world war returned to the army. After the fall of 
France he was posted to Paris. In what seems like a rare example 
of Nazi humour, Captain Jünger the writer was given the job of 
censoring mail. As visitors to Paris are, he was besotted by the 
city, hardly able to believe that it now belonged to Germany. He 
lived in a grand hotel and walked the streets, guidebook in hand. 
He was a tourist, but not quite. Dining on lobster in the Tour 
d'Argent, he wrote in his diary of looking out at the roofs of Paris 
which sheltered the hungry. *In such times, to eat, and to eat 
well, gives one a sensation of power." 

Was he merely a gifted monster? Perhaps as a gesture of re- 
demption, he credits himself in reference books with being in 
the 1944 plot to murder Hitler. But there is doubt about this, 
though he knew some of the conspirators who were hanged. His 
1939 novel "On the Marble Cliffs" is seen by some critics as an 
attack on the Nazis, but not by others. After the war there was talk 
of putting him on trial, but there were more obvious villains to 
deal with, and Mr Jünger was merely told not to publish any- 
thing for four years. In his later writings he condemned the 
"shameful actions" of the ss; not so much out of pity for the vic- 
tims as because the ss lacked honour. War was no longer the 
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grim, but gentlemanly, shooting party of his youth. | 
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21 June - 19 July; 27 September - 25 October 1998 


Return to Maureen Campbell, Templeton College, Oxford, OX] 5NY, UK 
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i The Oxford Adv anced Management Programme 
| The Oxford MBA 
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MASTER 
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* Only in lal only i in Milan, in an environment that 
crosses the best of all cultures with the best of 
Italian management, can you find an ideal path to 

becoming a new manager. It's Bocconi University 
School of Management. SD DA Bocconi's MBA takes 
you into the year doas rue global oe 








iene practising, adopting a ‘professi ional 
[os attitude, perfecting skills: it is the mastery of these 
i : that has made man great in every period 
| throughout time. At SDA Bocconi, we build our 
u Master programme around these same ideas. 
Through this, we're able to draw the best 
graduates from around the world. With solid 
dada nE pend them, these 





MBA. SDA BOCCONI - c 


Via Balilta, 16/18 - 20136 Milano - Italy - Tel 
JE mail: MBA@sda. uni- i-bocco | 





Please send me the MBA brochure: 
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Country 


| 
| 
| 
| 
| 
| 
| 


THE ECONOMIST FEBRUARY 28TH 1998 


een & 9$ 9 9 * 9 9? 





iussisse Den M ue gpl Sa IN EEA 
res oe ty PIECE EEE IHREN REIHE 





MASTERPIECE 





Masi TER OF BUSINESS ADMINISTRATION 


graduates are prepared for the international 
challenge of management. = | 


e For 16 months, with international professors, 


international in-company projects and an 
international student body, SDA Bocconi 
reproduces a context made up of different 
cultures and points of} view to prepare you for 
a career in different s sectors and in all countries. 


The programme commences on September I 1998 | 


and finishes on December 18, 1999. Applications 
must be sent in by April 30, | 098. Further information 
on Internet: http:l/www.sda.uni-bocconi.it | 





: FAX TO 
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] 5836.3275 | 


Tel. AIAECOJBU 
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The data will be collected in our database and used ‘only: to provide information on the above mentioned course and to send free of charge documents : 
‘an other courses and publications of SDA Bocconi. According. ta the jaw 475/1996 if you do not wish to receive further information tick the box. 4. 
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Extend your global reach 









€ AMBA Accredited Degree. 








æ An intensive nine month bilingual program (French/English). 


€ The leading schocl in Political Science and Economics, | 
founded in 1871, 


€ A distinguished international faculty. 
€ An urban campus in the heart of Paris. 


* information Session . Thursday 26" March 1998 at 6.30 p.m. 
in our premises in Paris. 


174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 331 45 44 87 43 - Fax : « 33 1 45 44 88 92 
Website : hitp : H www.sciences-po.fr 
E-Mail : mba @sciences-po.ir 


The world s best in 
Barcelona 


At IESE, the world’s best business schools converge to offer the richest, 
most exciting program porttolio for top managers. 


"Lfound the course to be valuable and highly applicable to the real world." 
Allan Hillerove 


€&.? 


Corporate Area Manager, Boehringer Iigellieint 


z joins forces with: 


MIT Sloan School of Harvard Business University of World Leaders in 
Management School Michigan the Field 


Management in the Achieving Breakthrough Global Program for Strategic Management of 
information Age: Aligning Service - Europe Management Development Technology-based Companies 


£ 













Information Bechnology and [une 7-12, 7998 June 28-fuly 10, September 13-25, 1998 
Business Strategy B a, Spain, LISS9 000 Barcelona, Spain, U O0 Barcelona, Spain, LIS$13,000 
May 31-]une 5,1998 Achieving Breakthrough Service Global Program for 





Barcelona, Spain, LI8S7,000 Latin America (with IAE) Management Development - 
NEW September 20-25, 1998 China (with CETBS) 
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|o For information on IESE s international senior executive programs, please contact: 


oO. Mr, Rory Simpson 
2 Director of international Corporate Relations 


^". IESE, International Graduate School of Management 
.  Avenide Pearson, 21 
^ Barcelona 08031 


Spain gi UNIVERSITY OF NAVARRA 


EXECUTIVE PROGRAMS 


Tel; +343 253 4200/+343 253 4379 (direct) 
Fax 343 253 4243/4343 253 4359 (direct) 
e-mail: simpsormiese edu 

http: Aawi dese edu 


INTERNATIONAL SENIOR 


International Graduate School of 
Management. BARCELONA-MADRID 
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. Taming the future: turning information 





technolo 





zies into business tools 





Albert Angehrn 


Competing in the Information Age 


21 - 26 June 1998 * 


Competing in tbe Information Age goes beyond 
exploring new opportunities created by the IT techno- 
logy explosion. Not only does it investigate how to 
develop optimum client and supplier relationships and 
electronic commerce, but it also takes a hard look at the 
consequences IT brings to your internal structure and 
processes. 


Designed for senior managers looking for the business 
opportunities generated by new technologies, INSEAD's 
Competing in tbe Information Age programme shows 
you how to build future competitive advantage and 
reshape your organisation structure. 


Led by Professor Albert Angehrn, the programme takes 
you on a weck-long exploration of the new business 
applications being created by the frenetic growth of 
information technologies. 


Programme topics include: 

* overview of major trends- how IT is driving innovation; 

* emploving new technologies (intranet, extranet, data- 
mining) to redefine customer and supplier relationships; 


20 - 25 June 1999 


* how IT can improve internal performance; 
* why the shift from “tangible” to "digital" is enabling new 
organisation structures. 


Interactive Learning: to demonstrate how IT can be 
integrated into real-world decision making INSEAD has 
developed two business simulators. 

Executive Information System recreates the deployment 
of an IT system in a multinational company. 

In Achieving Performance Breakthroughs participants 
use innovative and creative thinking to execute organisa- 
tional processes to meet changing market requirements. 
These cutting-edge technologies prepare managers to mect 
any IT challenge. Instead of trying to predict what tomorrow s 
business context will look like, learn to turn any future 
scenario to your advantage by joining us at INSEAD. 


INSEAD 








Enrichment Through Diversity 


For an application form and programme brochure call Janet Burdillat on 33 (0) 1 60 72 42 90 


E-mail execed&insead.fr or fax the coupon to 33 (0) 1 60 74 55 13 
J / would like to reserve a place (date of programme )....... — 


Please send me a brochure on: J Competing in tbe Information Age 


Name - Mr/Ms/Dr .. 
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Fouaded in 1952, Ph.D/DBA 


the Maastricht School of Areas of Research 
Management and Development 


Management (MSM) is dedicated Restructuring and Privatizatior 


to excellence in global management &9'Porate Strategy 
Organizational Development 
education and performance. Accounting and Finance 
Technology and Management 
Entrepreneurship and 
Small Business 
MBA/MPA Environmental Management 
MBA Programme Information Technology 
Full-time - 12 months 
Accounting & Finance Programme structure (modular) 
Information Technology & Management Coursework 
international Business. Field research 
Hotel Management & Tourism Dissertation 
Economic Policy and Cooperate Strategy 
Duration and Timing 
Executive MBA Programme Minimum 3, maximum 7 vears 
Part-time - 24 months Starting 1n October 
General and Strategic Management Full-time / Part-time / Out-reach 


MPA Programme Admission criteria 
Fulltime - 12 months Master's Degree or equivalent 
Public Administration & Economic Policy Proficiency in oral and written 
English 
Admission criteria Preliminary research outline 
Bachelor's Degree or equivalent A guarantee of financial support 
Three years work experience Application fee DA. 100 
Proficiency in oral and written English 
For more information please 


Contact 


EPP (MSM) 


Executive/Professienal Programmes P.O. Box 1203 
Specialisations: 6201 BE MAASTRICHT 
In the period Maw 8 - August 13, 1998 
Marketing of Services Tel + 3] 43 3618318 
Managerial Control and Fax + 1143 3618330 
Management Information Systems e-mail information? msm. nl 


[raining of Women Entrepreneurs. Internet :— htipzZAwwwimsm.nl 


Admission Criteria 

Bachelor's Degsee or equivalent 

Three years work experience 
Proficiency in oral and written English 


Global Management for the next Millenn 


MSM 


Maastricht School of Management 





Maastricht School of Management 











EXECUTIVE PROGRAM FOR 


LEADERS IN DEVELOPMENT 
Managing Political & 
Economic Transitions 

June 8 - 18, 1998 





Parricipants: Political leaders, senior-level policy makers and 
managers, executives of public affairs organizations, and leaders of 
non-governmental and development assistance organizations from 
developing, newly industrialized, and transitional countries. 


Focus: Challenges for leaders as their countries move toward more 
participatory politics, more open economics, and more integration 
into an evolving global economy. 


Purpose: To sharpen problem-solving, analytic, and strategic-action 
skills needed for major policy and institutional change, and to gain a 
broader perspective on the task of leadership. 


Deadline for applications: April 1, 1998 
For brochure and application, please contact; 
Kathy Eckroad, Director + kathy_eckroad@harvard.edu 
tel: 617-495-1101 © fax: 617-496-4474 


> 
RE A John E Kennedy School of Government 
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and Harvard Institute for International 
Development Program 


IRAM NEMO. 





MBA in 
International Business 





Postgraduate qualifications available full & part time 
e MBA 

e diploma 

e certificate 

e MPhil/PhD 

@ executive MBA 


The International MBA experience 


multi-cultural student group 

world renowned teaching faculty 
overseas study options 
international professional placement 


If you think you have the ability, the experience and 
the courage to contribute to the global business 
challenge in the next millennium, contact: 


Pam Black 

University of Bristol, 

Graduate School of International Business, 

10 Woodland Road, Bristol, BS8 1UQ, England. 


Tel: 00 44 (0) 117 9737683 
Fax: 00 44 (0) 117 9737687 
email: gsintbusGbristol.ac.uk 
http//www.bris.ac.uk/Depts/MBA/ 





THE PANAMIE Pe Rettia~Aey sehr tank 






















For more information contact the Norweg 
Graduate School. P.O. Box 580, N-13i dvika, Norway 


Phone: +47 67 57 08 96. Fax: +47 67 57 05 41 
E-mail: audun.blokkum@bino. Internet: http//www.bi.no 


Norwegian School of Management BI 
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Master’s Degree 
International 


. Marketing 
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Officially ranked as ‘excellent’ in both teaching and research, the 
Department of Marketing offers a one year postgraduate programme | 
which attracts high calibre students from around the world and | 
emphasises the following unique features: 








* An average representation of 30 nationalities, facilitating cross- 
cultural exchange and learning 







Team skills development programme 






Company based international action-learning projects 






Partial bursaries available 






Excellent post-graduation career prospects. 






Applications are invited from candidates with a good first degree | 
in business/marketing. Those who can demonstrate that their work | 
experience warrants direct entry may also be considered. 








Dr Michael McDermott, University of Strathclyde, Department of 
| Marketing, Rm 4.18, Glasgow G4 ORQ, UK. 

2 Tel: 0044 (0)141-548 4590 Fax: 0044 (0)141-552 2802 

- | E-mail: carolineb@market.strath.ac.uk 
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the Sloan Marketing and Admissions Manager, Michelle Thomas: 
| London Business School, Sussex Place, Regent' 
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MAS ERS IN MANAGEMENT 

You are a hi di Iy-motivated, Successful. manager. or 
professional in your. tt ities or forties with at least: ten years ue 
experience, and you want a programme which will prepare ii 
you for the most ‘senior and. international. ‘positions: in 
business and industry. ~ N i M e i 

Our Sloan Fellowship. Masters. in Management. is |. 
offered by only three world-ranking business. Schools. You 
will acquire knowledge and skills in all areas. of general. 
management and can also specialise i in areas of particular 
interest through a wide-ranging portfolio of elective: course 

By taking the London Business School Sloan Mast i 
you will have the opportunity to explore the la 
management thinking with first class faculty. You will: a 
your experience with an international peer group of the vei 
highest quality, whose diversity is a key part of the Sloan 
philosophy. Together you will develop your business vision, 
sharpen your leadership skills and prepare fully for driving 
your organisation irto the next millennium. 







































Our next information Sessions: 
London - Wednesday 11 March at 6.30pm 
London Business School, Sussex Place, Regent 5 Park 

Madrid - Tuesday 3 | - Tuesday 3 March at 7.00pm Palace Hotel, Playa de los Cortes, Madii 7 

Hong Kong - Monday 16 Marah at 7.00pm Mandarin Oriental Hotel, 5 Connaught Road 

Singapore - Tuesday 17 Match at 6.15pm Raffles Hotel, 1 Beach Road | 
Kuala Lumpur - Wednesday 18 March at 8.15pm Hote! istana, 73 Jalan Raja Chalan Ei 
Tokyo - ne 19 March a 7.00pm Keio Plaza iter Cont nentali, 2-1 Ni sisi injuku, 2ehome 



















For full details of the Sloan i Piae krotia é dates for ¢ our i wondje. d CUN 
information sessions, attach a business card, return the coupon or contact. p ME 
's Park, London NW1 45A. Gp. 
Telephone: +44 (0)171. 706 6825 Fax: +44 (0)171 723 1153 © ded F 
e-mail: slican, info@lbs.ac; uk Web site: www.ibs. ac, uk 
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BEEN London 
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Postcode 0 0000 000 0. Business | 
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e-mail 


London Business School exists to advance leaming and research in business and management 


msterdam 
institute of Finance 





offers in cooperation with the faculty of 


INSEAD 


and sponsored in cooperation with 



















pOH, 


Amsterdam Exchanges AEX 


The Options Workshop 
- Stock Option and Foreign Currency 
| Option Pricing (April 14-15) 
| - Option Trading Strategies 
and Risk Management (April 16 -17) | 
The Advanced Options Workshop 
- Yield Curve Dynamics and the 
Pricing of Interest Rate Derivatives (April 20-22) 
- Exotic Options (April 23-24) 
Frontiers of Option Pricing 
~ Mathematics of Derivative Securities (April 27-29) 
- Volatility (May 1-2) 
- Derivative Products and Credit Risk (June 25-26) 





For further information and our detailed brochure, 
please contact Ms. Katelijn Arnold, Course TAREE 






AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: *31-20-5208555 . fax: +31-20-5208506 - e-mail: info@aif.ni 
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TI THE Business schoor — 
CENTRE For pei MARKETS 







msc Investment & Securities Management 


MASTER OF E MSc c Finance, | Regulation & Risk ‘Management 
SS ADMINISTRATION : 
innovative nine month degrees designed specifically 
for those wishing to work in the global securities & 
investment industry, 










« centre of excellence in teaching & research: officially BSc, MBA 
ranked 4th equal in Business and Management research & PhD 
out of 100 UK Universities degrees 

+ unique INVEST dealing rooms with Reuters 3000, Soa d 






Bloomberg & Dow Jones terminals with live data feeds 


* investment market trading simulation case-studies with 
computer based instruction supplementing this 
academically rigorous programme 

* over a century of University history in an attractive campus 
close to London 

» active career development unit with excellent placement 
record complements this demanding and original programme 


visiting GMAC MBA forums: Paris, Madrid, Frankfurt 


















The University of Reading, ISMA Centre, Whiteknights, PO Box 242 
Reading RGG GBA, United Kingdom 

Tet: +44 (0) 118 931 6675 - Fax: +44 (0) 118 931 4741. TISMA cete 

Email: adminGismacentre.rdg.ac.uk - Web: www.ismacentresdg.acuk — ie meer 


A centre of excellence in university teaching and research. keaten, zak 


Office. ot i Areno Kiternational! University: of i Jalioh 
Yarnato-machi, Niigata 949.7277 JAPAN 

Tel 81257-79-MO4 ^ Fax 81257-79188 

E-mail admis @ uj, ac.ip URL Pep www. iuj. acp/ 
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Ti University 
mic Regulation 


of privatisation | 
o monopoly, competition and regulation. 
fi ancial modelling of regulated firms 


current issues in regulation and competition. 


eae RETR Sa aa 
“Economics Department, School of Social and Human Sciences, 
City University, Northampton Square, 

ondon EC1V OHB. Telephone 0171 477 8503, 


| or the Course Director, Dr P Lukacs on .0171 477 8000 x 4515. 
Teaching and research excellence in London 


Department of Economics 


| The Graduate Programme i in 
| Economics 
| The Department of Economics at the University of Southampton is one of the 


x ` leading research departments in the UK. it was awarded a grade 5A in the 


recent Research Assessment Exercise carried out by the UK's higher education 


|| funding bodies. Our well-established Graduate Programme provides high 


quality training for careers in academia or in the public or private sectors. 


: : We offer the following higher degree programmes 


@ MSc in Economics 
@ MSc in Economics and Econometrics 
@ Research Degrees — PhD, MPhil 


Our Master's courses are recognised as research training (RT) courses by the Economic and 
Social Research Council, They have a quota of ESRC Advanced Course Studentships, open to 
UK applicants with good first degrees. In addition, University Studentships are avaiable for 
well-qualified applicants from both the UK and overseas. 


The research interests of the Department are wide-ranging. Supervision for research degrees 
is offered in most areas of economics and econometrics. Research students are eligible to 
compete for ESRC Research Training Awards; University Research Scholarships are open to 
UK and overseas applicants; financial support is also provided via research and 

teaching assistantships, 


For application forms, brochures, and more information about our Graduate Programme, you 
cán email: écon@soton.ac.ukor visit our Web site: http//www.soton, at.uk/~econweb 


- - or write to: The Postgraduate Secretary, Department of Economics, - 


University of Southampton, Southampton $O17 1BJ, UK. 
Telephone: +44 (0) 1703592537, Fax: +44 (0) 1703 593939. 


University 
_ of Southampton 


CU RrnRE PAANMOMICT PERRIIARY 2RTH 1008 /—— — 


Riversdown House, Warnford, Hampshire $032 3LH. 1H444- 1962 mi 


Leading LSE and visiting academics in Geography: wit 
Economics, Accounting & Finance and LSE's new Programm 
Architecture and Engineering, combine with distinguiened 
teachers from the world of practice. to offer. — 


« Real Estate Economics & Real Estate F 
The most up to date and rigorous thinking, analysis and techniqu 
urban economics and finance applied to real estate; united with 
professional practice in a European institutional context — ^ = 


e City Design & Social Science » ee ees 
A design-based programme providing students. with the skills te improve. ok 
the quality of the urban environment by integrating architecture, urban ^ 
design and infrastructure with the social, politica and economic issues | 
facing cities today LN. 


* Cities, Space & Society 
Explores social and cultura! aspects of cities around the world equipping ` 
students with the skills and insights needed to meet the. diverse challenges " 
of contemporary urban development 


These new masters courses complement well established c courses in: 
* MSc Local Economic Development 
* MSc Regional & Urban Planning Studies 
e MSc Environmental Assessment & Evaluation 
¢ MSc Human Geography Research 


A total of 8 ESRC scholarships available for these established courses. ; 


For more information about any of these courses see our web sites 
http://www.Ise.ac.uk/graduate/geography 
or http//www.Ise.ac.uk/depts/Gity 


or contact Graduate Admissions Office, PO Box 13420, LSE, Houghton St, London WG2A ZAR 
tal: + 44 (0)171 955.7160 fax: «44 (0)171 955 6137 email: ee ac. uk 


Friedrich Schiller Universitat Jena * Law School 
Graduate College 


The Scope for Private and Public Law Regulation- 
in European and International Economic Law 


Deregulation * Liberalization * Privatization 
10 professors of economic and of commercial law and of economics and 


' business management and guest speakers from Germany and abroad 


offer -+ Special courses (most of them in German) for 1-2 years 
* Supervision of doctoral theses 
* 2 post doctoral and 12 doctoral jets 


Application: March 11, 1998; Information: Ms. B. Plecher; Fax: 
+49 3641 TOES email. pe awn recht. uni-jena. de 


Immersion 


for company personnel. 


Re sidenti a 
* English in England 


* French in France j X4 ". 
* German in Germany KA BE = tailored 


full-time 


one-to-one 
private room 
meals, laundry 


* Spanish in Spain 

« Italian in Italy 

« Portuguese in Portugal 

e Swedish in Sweden 

e Russian in Russia 

> Japanese, Chinese, Korean 


cultural input 
airport pick-up 


Villa ane excursions 


and ail other languages available in London or Lancashire or residentially near Winchester. $o 


htto://www.crosscullure.com 
info@crossculture.com E 


| ax iai 1962 


RICHARD LEWIS 


COMMUNICATIONS 





qualified teachers . 3 





Ja 


i5, — 28009 Madrid (Spain) - 
























Delivered in 4 thresaweek « sessions over two: years or one year, the | 
programme is for women and men interested in the way international 























Heimia We CA N help! 9 1176 Fax «&4 1401 0673) 
organisations make and implement policy. | E-mail aliseda@oorres.co m 
ar  Overthe past 7 years, varied global groups have: enjoyed the stimulation | Details from GTAC Associates er Cap eH IO d 


oe ilwww. chester. es/aliseda 







FREEPOST, London W5A4BR g- 
mam Te! 0181-993 3983 | effective courses 


a enone IRE Anan Pac ata a P eMe P 


Full-time of exploring each other's cultures and practice within the context of the 
world economy and world futures, the role of the Nation State, and the | 
Designed ^ nature and workings of international organisations, l 


Sermon amanaiaina Perm rey 












for busy Contact: Sarah Hardinge School for Policy Studies + University of Bristol * 
people Rodney Lodge * Grange: Road * Bristol BSB 4EA + UK «Tek. +44 117 974 111 i7 : i 

Fax: +44 117 973 730€ = E-mail: Sarah, Pitcdingkhbese acuk (0E 

httpifveww. bris ar. E 





LaSalle University offers a variety of 
distance education programs in: 







. An inter’ ratio nal centre >for education and res earch s 






* Arts & Sciences * Business Ħ* Education 
* Engineering & Computer Science 







UNIVERSITY DEGREE 
For Life, Academic & Work Experience 


Degrees for people who want to be more effective | - 
and secure in their Jobs or professions, - f 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by. : 
| á neang your n bd dela experience. College Pap rely dopa credits are 4 | 
nm with « given for your Itary, company ng, strial +o 
position with 8 | courses, seminars and business ae 
legal degree We accept colege credits no matter when taken. 


! and Our graduates are recognized for their achie vernerits in business and}. | 
transcripts industry. We will assist you in completing your degree requirements [| 
at your own pace through home study. | $ 


“As you know Send/fax detailed resume for a NO COST evaluation. 


experience is Pacific Western University 
still the best 












Call For More Information 


(504)626-8904 
Fax (504)624-2962 


! LaSalle Education Corporation 
620 Lotus Dr.* Dept. 136* Mandeville, LA 70470-4000 


Visit our website! www.distance.edu 






































1210 Auahi Street, Dept 137, Honolulu, HI 06814-4922 ; 
d it ' CALL: (806) 423-3244 ¢ ‘at 37 UK: 080-960-413 | : E 
: z A b»: ex le 1 
doors." Fax: (310) 471-6456 E-Mail: admissions pwu.com HARVARD Uu N IVE RSITY WORKSH OP 






http//www pwu-hi edu 






PRIVATIZATION, REGULATORY REFORM 
& CORPORATE GOVERNANCE 

June 29 - July 18, 1998, Cambridge, Massachusetts, USA 
*Privatization of Natural Monopolies 
*Regulation: Structure and Methods 
*Deregulation and Competition Policy 
*Mass Privatization in Transition Economies 4 
*Recent Privatizations in Developing/ed Countries " 
*Post Privatization Corporate Governance | 
‘Sector Case Studies 














The Departments of Economics and Government at the 
University of Essex are leading research departments in their 
fields. Our lively graduate communities attract students and 
faculty from around the world and provide internationally 
recognised qualifications and training. 









Fax: (617) 495-1239 
Tel: (617) 495-3482 
Email: pep@hiid.harvard.edu 


Harvard institute for International Development 







The Departments offer a wide choice of MA and MSc 
programmes in the areas of: 







Studentships are available tor some Masters programmes. 


Political Science Economic Theory One Eliot Street, Cambridge, MA 02138, USA, Attn: Mike Hricz 
he l : : WWW. HIID.HARYVARD.EDU/TRAINING 
Political Theory international Economics | | cns ! TI 
international Relations Financial and Business 
Comparative Politics (Europe, Economics i 
Russia, US, Latin America! Econometrics | 
| 


For further information, please contact: | ( Ns Ec N 
Graduate Secretary, Department of Government or Economics, | || / Al 3 ( ) ( )M y 





University of Essex, Wivanhi oe Park, Colchester CO4 3SQ. || MS in INTERNATIONAL ECONOMICS Gain the quantitative 
For Government; Telephone: +44 (0)1206 872751, _ || and analytical skills essential for an exciting career in interna- 
Facsimile: +44 (0)1206 873598, E-mail: govgrad@essex.ac.uk | || tional business or government. This full- or part-time evening 
For Economics: Telephone: +44 (0) 1206 872726, . || program covers everything from advanced forecasting tech- 
Facsimile: +44 (0)1 206 873598, E-mail: juner@essex.ac.uk al niques to exchange rate risk manaaement and more. For more 
URL: http://www.essex.ac.uk/ : information, e-mail grad.admission@admin.suffolk.edu or 


fax to 617-523-0116. Suffolk University, 8 Ashburton Place, 
| — Hill, Boston, MA 02108 Call us at 617-573-8302 : 






| University of Essex 
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‘institution of the European Union, is currently seeking for its Chief Economis 


conomist n 


he Chief Economist's Department participates in the Bank's strategic decision-making in areas of finance, 
corporate planning and lending policies. To this end, the Department carries out targeted research in _ 
"economics and finance, participates in international forums and maintains liaison with counterparts in 
other international organisations. It provides a stimulating environment for economists interested in the 
policies of the European Union, banking and macroeconomics. na 


































A short or permanent appointment would be considered. 


- Duties: * In-depth studies on a broad range of macroeconomic issues; * preparation of policy notes for 
| senior management; * participation in the Department's general research activities. 
Qualifications: * PhD degree in economics; * some previous experience in a financial institution, — 
consulting company, or international organisation would be an asset; * excellent writing and presentation — 
skills are essential, as is the ability to communicate complex economic concepts simply. | 


Languages: Perfect knowledge of English or French and a good knowledge of the other language. 
Working knowledge of other Community languages would be an advantage. 


The EIB offers attractive terms of employment and salary with a wide range of welfare benefits. 
Applications from women would be particularly welcome. ^ NN 
Applicants, who must be nationals of a Member Country of the European Union, are invited to send 
their curriculum vitae, in English or French, together with a letter and photograph, quoting the 
appropriate reference, to: | 

EUROPEAN INVESTMENT BANK, Recruitment Division, Ref. El 9801 

L-2950 LUXEMBOURG. Fax: «352 4379 2545. 

Applications will be treated in the strictest confidence and will not be returned. 
General information can be found on Internet (http: /www.eib.org). 

















COURSES 


BaCHELORS-MasTers-PH.D. | 


Credit for work experience * No classroom 
attendance * Accelerated degree programs 
Send Resume for no cost evaluation. 


Washington Univers ity 
PO. Bok 1138 * Bryn Mawr, PA 19010 
Fax: 610-527-1008 * E-mail: washuniv@op. net 















_Readers are recommended 
to make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or-entering into a 
binding commitment in relation to an 
advertisement. The Economist Newspaper 
Limited shall not be liable to any person for 
loss or damage incurred or suffered as a 
result-of his / her accepting or offering to 
accept an invitation contained in any 
advertisement published in the Economist. 


DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're 
a global senior executive, over 40 years old and accustomed to a 
*100K annual salary, we can be the answer to your next jump on the 
ladder of success. At Resume Broadcast International, our dedicated ~ 

team assists you in your professional search from start to finish -as | - 
a matter of fact we're here for you 24 hours a day, 365 days a year. |- 
Opportunity is only a phone call away at Tel: (909) 866-4213, Fax: | 
(909) 866-4244 or E-mail: 102224.3306@compuserve.com | 






















Degree Completion Program 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or fax 


MONTICELLO 
UNIVERSITY WF 
Excellence in Accredited 






C x ,(800) 240-6757 | Distance Learning Resume E Resume Broadcast International | 
1 Bid. NE | BA, MA, MBA, PhD, JD esimni $i POBOX2892, Big Bear Lake, California CA92315, USA. 
! www,monticello.edu DIOSOSQN V Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 


913-661-9977 _ 


inte amettionell Email 102224.3306 @compuserve.com 
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TTERDAM SCHOO 














-< FACULTEIT DER BEDRUFSKUNDE at ER: SMUS x 
|. "UNIVERSITY ROTTERDAM is a leading European. — © 
Management School with a Strong international outlook, 
having over 3000 students enrolled in a combined under- 
a NOM | graduate/graduate ‘doctorandus’ (MSc) programme 
S UNIVERSITY ROTTERDAM — d 300 students in postgraduate MBA programmes (full-time 
xt = - & part-time). In addition the School offers a series of high level 
Executive programmes. 


orporate Finance v 


ted by the School's Erasmus track record in research and teaching and will have 

sin Management (ERASM) demonstrated leadership in the field of Corporate Finance. 
ipported by the School's affiliate, in d. 

Centre B.V. Currently, there are For a full-time appointment the gross salary will be in 
ellows and more than 40 full-time the range of Dfl. 190.000 p.a. 





A full application should include a curriculum vitae toge- 

ajor effort will be made in the ther with a list of publications, and be sent within three 

the area of financial management weeks after publication of this advertisement to the Dean 
_of the School, prof.dr. P.H. A.M. Verhaegen, Faculteit der 

EE  Bedrijfskunde, Erasmus Universiteit Rotterdam, 

open for a Professor of Corporate P.O. Box 1738, 3000 DR Rotterdam, The Netherlands. 

e will facilitate and encourage 

emic and executive programmes Enquiries may be made to Prof.dr. P.H. A.M. Verhaegen, 

mme of funded research. Dean of the Faculty, e-mail pverhaegenGfac.fbk.eur.nl 

| or to Prof.dr. C. van Riel, Chairman of the Selection 
Abe Chair will have a proven Committee, e-mail crielQ?fac.fbk.eur.nl 





mmt eerie rrr rra rer rer rt i e ray 


Secretary of the University 


This is an exceptional opportunity for an educational administrator to contribute to the development of the UK's 








largest and most innovative University. 
The Context | | 


e The Open University serves over 200,000 students through a uniquely successful system of supported open learning that combines high quality study 


materials with personal student support. 1t also operates a substantial award validation service. 


© The University has an operating budget of over £200 million: o staff of nearly 11,000 (including 7,000 regionally based associate lecturers) 
an 80-acre campus aad 13 regional centres. —— i | 
© The Secretary works with he Vice-Choncellor to ensure the effective administration of the University, including the efficient deployment of resource 
and information. . : | 
The Qualities | 
© Senior administrator with strong track record in financial, information and personnel management and a background including educational or public 
.. Sector experience. 7 
* Proven integrity ond commitment to professional standards in governance, management and institutional partnerships. 
* Results-oriented leader with the ability to inspire and develop a large cadre of professional staff. 
The post is based at the University's headquarters in Milton Keynes. The salary ond conditions, to be negotiated, will be attractive 
to candidates who have already demonstrated exceptional senior management achievement in higher education. , 
Further particulors and cpplication forms (and access details for disabled applicants) may be obtained from the Senior Assistant 
. Secretary (Central Secretariat), The Open University, Walton Hall, Milton Keynes, MKZ 6AA or by ringing Milton Keynes 
Closing date for applications: 31 March 1998. 


« 
? 


















i T Disc led applicar ts whose skills and | experience fully meet the person specification and the requirements of the job will be. 
. interviewed. Please let us know if you need your copy of the further pores in large print, on computer disk, or on audio 
" cassette tape. Hearing impaired persons may make enquiries on Milton Keynes (01908) 654901 (Minicom answerphone). : 


Eg ad. Qpuporf,nity- is ü versity. Polie ye, SoFa 
| LL | Mp/ /watt.open.oc.uk/personnel/emp/pr.htm "a | AL 


Werten A Him rtt mat str yir er Va aa Ara qi rete 
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n this field, which, with its sister 
i: Department of Govemment, obtained a 
-rating in the last Research Assessment Exercise. The 
successful candidate should have an outstanding 
international reputation in general international relations 
“theory and in an empirically defined area, such as the 
international politics of a region. ‘Salary for the Chair will 
- be determined by the Director. : 


Further particulars and details of how to apply may be 
obtained from the Personnel Services Office, The London 
School of Economics and Political Science, Houghton 
Street, WC2A 2AE (tel: 0171-955-7079; fax: 0171-955-6843; 

e-mail: j.prownGlse.ac.uk). The closing date for the 
receipt of applications is 25 March 1998. . 


the LSE is an educational charity committed to equal 
eee ee ee 

















THE ENERGY CHARTER SECRETARIAT, Brussels is 
, established under the Energy Charter Treaty 1994. The Treaty 
provides a legal framework to promote energy co-operation, 
- investment, trade and transit. The Treaty's 50 signatories comprise 
` gil states of Western, Central and Eastern Europe, the countries of 
the Former Soviet Union, Japan and Australia. 











.. The Energy Charter Secretariat invités applicalions fron suitably expetienced candidates 
|. forthe posts of 


Head of Administration and Finance 





i= The post, at A4 on the Coordinated Organisations (following OECD) scale, is offered on 
l the basis of a three-year fixed-term contract with the possibility of renewal. 


| The post-holder will report direct to the Secretary-General and head a small team 
| responsible for the Secretariat's financial, human resources and general administration. 

| Candidates must be graduates (or equivalent), citizens of a signatory country of the 
-. Energy Charter Treaty and have considerable experience in the international public or 
| private sectors, 


I . The successful candidate will have recent experience in financial and human resources 
< management, proven ability to work in an international team, first-class written and 
X spoken English and excellent human relations skills. 


| "Knowledge of other languages, particularly French and Dutch, would be an advantage. 
and 
Head of Private Office 


The post, at A4 on the Coordinated Organisations (following OECD) scale, is offered on 
the basis of a three-year fixed-term contract with the possibility of renewal. 


The post-holder will work direct to the Secretary-General and Deputy Secretary-General 
and be responsible for preparation of policy and technical briefing on energy and 
investment issues, co-ordination of the Secretariat's internal plan, and public relations 
(including press and other media relations). Candidates must be graduates (or 
equivalent), cítizens of a signatory country of the Energy Charter Treaty, fluent in 
:: English, and have several years’ relevant work-experience in the international public or 
private sectors, 


The successful candidate will have experience in an area relevant to the Secretariat’s 
work; a knowledge of energy or investment issues and industry, planning and public 
relations; and have excellent drafting as well as first-class human relations skills and 
impeccable personal presentation. 


- Knowledge of other languages, particularly Russian, would be an advantage. 





. Applications for both posts should be submitted in writing with full cv and supporting 
. documentation and sent by ordinary post with copy by telefax to: 
The Secretary-General 
The Energy Charter Secretariat 
56 Boulevard de la Woluwe 
B-1200 Brussels, Belgium 

i Telefax: 432 2 775 9801 
] te arrive no later than 15 March 1998. 
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brand new future y EN us s for free i in 
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University of Otago 
Te Whare Wananga o Otago 


New Z ea dand T 


ASSISTANT VICE-CHANCE LLOR A 


DIVISION OF COMMERCE > 


The University of Otago invites applications for the position of 
Assistant Vice-Chancellor in the Division of Commerce which 
will become vacant in December 1998 on the completion of the 
term of appointment of Professor Lyall McLean. iow 
The Assistant Vice-Chancellor is the Division's senior academic - i 
and administrative leader and has overall responsibility for ~ 
implementing University-wide policy at the Divisional level, ..- 
ensuring the Division has sound. plans for its own strategic a 
development and ensuring the allocation and effective use of us 
resources in the Division. This position reports to the Deputy- | 
Vice-Chancellor (Academic). The Assistant Vice-Chancellor, . | 
Commerce, is a member of the Vice-Chancellor's Advisory 
Group and makes a substantial contribution to the strategic 
management of the University. E 
The University welcomes applicants who have proven 
management experience from either the public or private - 
sectors. He/she will be responsible for ensuring that the 
Division is committed to excellence in all its activities including ` 
teaching, curriculum development and research. The role will uu 
include the management of staff and financial and physical 
resources as well as the development of links with the 
community and the general promotion of the Division. 

An attractive remuneration package will be negotiated with the 
successful applicant. 

Reference Number: AG98/08 Closing Date: 17 April 1998 
METHOD OF APPLICATION: Further details regarding this 
position, the University and the application procedure are 
available from the Deputy Director, Personnel Services, 
University of Otago, PO Box 56, Dunedin, New Zealand (tel: 
[643] 479 8269, facsimile: [643] 474 1607 or e-mail: 
helen.masonGstonebow.otago.ac.nz). Further information 
about the University of Otago can be found at our homepage at 
www.otago.ac.nz. 

Applicants should send two copies of their curriculum vitae 
together with the names, addresses, fax numbers and email 
addresses of three referees, to the Deputy Director of Personnel 
Services by the specified closing date, quoting the appropriate 
reference number. If an applicant is shortlisted for interview, 
whanau support will be welcome. 















































Equal opportunity in employment is University policy 
E tautoko ana Te Whare Wananga o Otago i te 
kaupapa whakaorite whiwhinga mahi 



















The New York Institute of Faaa, a di vision of Simon i &l 
Schuster and the premier training company for the securities, 
banking and insurance industries, seeks experienced profes- 
sionals for day, part-time, and evening teaching opportunities 
in the following topics: 


Mtn Ta 
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Be part of a top Business 
School in a top University 


The School of Management within the University of Bath holds top 
Funding Council ratings for both teaching and research. As part of 
our continued expansion and development in teaching and research 
we wish to make appointments at any level in the following areas: 


| *Corp/Project Finance eSecuritized Products 
eInvestment Analysis/ *Futures/Options/Derivatives 

Portfolio Management — *NASD/CFA Licensing - 
«Risk Management * Technical Analysis | 


To qualify, Instructors must have a minimum of four years’ 

securities/banking/financial experience, exceptional material. 
preparation, presentation/plattorm skills, and expert knowl- 
edge in one or several of the above topics. Three to five years’ 
teaching experience and/or bilingual abilities (English/ 
Spanish, French or Arabic) are preferred. —— 


Instructor opportunities are available throughout the United 
States, Asía, the Unitec Kingdom, Latin America, and the Mid 
East. To apply, please send resume and cover letter to: New 
York Institute of Finance, Mr Adam Davids, Manager- 
International Programs, Email: adam_davids@prenhall.com 
or Fax: 212-344-3469. Equal Opportunity Employer m/f/dl/v. 



















Finance, Accounting, Marketing, Operations 
Management, Technology Management/IS 


The University of Bath is a research-led institution, with close links 
with industry and commerce, Its rating in the 1996 RAE placed it just 
behind Oxford, Cambridge and parts of London University. The 
beautiful and convenient location of the World Heritage City of Bath 
offers superb facilities and quality of life. 

S I MON & SCH US TER | 

À Viacom Company 

Entertaining & Educating the World 


Internet address for full information about the School - 
http:/ /www.bath.ac.uk/Departments / Management/ 


Application form and further particulars may be obtained from 
Peter | Hill, Director of Personnel, University of Bath, Claverton 
Down, Bath BA2 7AY (tel. 01225 826026; fax. 01225 826559; 


4. International Centre for Research in Agroforestry p-hill@bath.ac.uk), quoting reference 98/63. 


viv VACANCY ANNOUNCEMENT; 
ICRAF HEAD OF FINANCE 


ICRAF is an international research organization supported by the Consultative Group on 
International Agricultural Research, ICRATF's ultimate purpose is to improve human 
_ welfare by alleviating poverty, increasing cash income, improving food and nutritional 
" security, and enhancing environmental resilience through improved agroforestry in the 
^ tropics. 
The Position 
ICRAF seeks to fill the position o? Head of Finance to manage and administer its 
financial services catering for a complex research institution with activities in 20 
countries and an annual budget of approximately USD 22 million provided by more than 
30 donor agencies. The individual will supervise the Finance Unit which consists of 20 
staff. The incumbent reports to the Director of Finance and Administration. The. 
incumbent will be responsible for developing and implementing accounting policies, 
standards and plans to ensure próper accounting practices and adequate control. He/she 
will also plan, integrate and coordinate the work of all staff in the unit and monitor the 
achievement of objectives. Other major responsibilities include coordinating the . 
preparation of management reports and ensuring compliance with the centre's programme 
of work and budget; reviewing and approving financial reports and replying to audit 
‘observations, supervising budget preparation, implementation and SPOON and 
enhancing effective financial information systems, 


The Candidate 
The successful candidate must 
* have a first degree in management or finance and be a chartered Accountant or 
equivalerit 
* have atleast 10 years experience in progressively responsible finance positions of 
 àn organization with international dimensions 
* have excellent management skills 
* have excellent communication skills in dealing with people i issues in à multicultural 
environment 
* be up to date in computer literacy and especially in development and 
implementation of financial information systems. Sound and proven working 
knowledge of the Sun Account System is a definite advantage. 
English competence is essential, while French or Spanish are highly desirable. 
























































Working towards Equal Opportunities 
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Senior Lecturer/Lecturer . 
Department of Econometrics and Business Statistics 
Monash University, Melbourne, Australia 
The Department teaches a wide range academic award classification 
of units in moe y standards for each level. —— 

m è Applicants for Senior Lectureships 


should have a PhD, an established 
rch record and be capable 
pervising research students 


have ni abilin 


ppointment will 
ncial econometrics and/or 


pa (Lecturer) (In addition to rug 

salar pd dnas equivalent. Business Sins Monas 

to 4% of base salary will be paid Wellington Road, Clayton 168 

to eligible staff.) t Victoria, Australia, by 2713/98: 
Appointment will be iid at Quote Ref. No. 98A25 and include 
a level appropriate to the successful — curriculum vitae and the names 
applicant's qualifications and (with phone and facsimile numbers) 
experience and in accordance with of three referees in your application. 


Terms of offer 

An internationally competitive salary and benefits package will be provided, The contract 
.] is for continuing appointment up to 10 years, subject to 1-year probation period, 

m satisfactory performance and ae funding. ICRAF offers a collegial and gender- 

| f sensitive working environment. The osten: will be based at ICRAF's headquarters in 

d Nairobi Kenya: 





F: Applicants are invited to send: a nie aes vitae, including date of birth, salary 

-] details and the names and addresses of 3 referees (including telephone and fax numbers 

| and email addresses}. All correspondence should be addressed to the Head of Human 

Resources, International Centre for Research in Agroforestry, P.O. Box 30677, Nairobi, 
Kenya; tel + 254.2 521450 or * 1-650-833-6645; email: r keenean com; 

| fax: +254 2 521001 or *1-650-833-6646. 


Applications will be considered until 31 March 1998 or until the position is filled. 
Women are particularly encouraged to apply. We invite you to leam more about ICRAF 
by accessing our web site at http. www, cgiar. org/icraf on the Internet. 








Monash University is an Equal Opportunity Employer 


MONASH 


R 8 I 
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Amy Stewart 
London . 
(44-171) 830 700 















New York. F 


| R C 2 45 
(1-242) 541 esume/CV: fax: 215-735-5454; 


| E- z- mail: oscusa@adl. com. 


llow/ Fellow 


Research. School of Pacific & 
ustralian. National University secks 
ig scholar at Research Fellow/Fellow 
[ esian economy. The scholar would be 
ictively: to the work of the Indonesia 
:d. to act as Head of the Project on an 
| e position is open to any field of economics. 


A deep knowledge of, and an established record of publications 
on, ‘the Indonesian economy is essential. An interest in 
Indonesian development issues in comparative Asian | 
perspective would be desirable. Further particulars, 
^ including selection criteria, from School Secretary, RSPAS 
c (Fax: 61 2 6249 4836), Email: schisec.rspas@anu.edu.au 
Applications to the Staffing Recruitment Officer, The ANU, 
CANBERRA, ACT 0200, quoting ref. no. PA 11.2.1 including cv, 
list. of publications, names and addresses of three referees. 
Closing date 31 March 1998. Applications from suitably 
qualified women particularly welcome. 


THE ECONOMIC AND SOCIAL RESEARCH INSTITUTE 


wishes to recruit 


RESEARCH STAFF: 
ECONOMISTS AND SOCIOLOGISTS 


t The ESRI, one of Ireland's leading research institutes, undertakes a broad 
~ programme of economic and social. research related to Irish conditions. 
Opportunities exist to conduct individual research and to. participate in 


collaborative projects, many of which are international in scope. The 


D Institute offers excellent research facilities - computer system, library, 
survey unit and access to several unique databases. Key organisational 
goals are academic excellence, objectivity, relevance to policy and 
widespread dissemination of results. Ail research i in n undertaken with a view 

| to publication. 


Applicants should have an outstanding academic record and proven 

- research ability at Ph.D. or equivalent level. Among the areas of particular 
interest are economic forecasting, economic modelling at macro or micro 

. level, macroeconomics, banking and finance, the labour market, public 
economics, income distribution, social exclusion, education, health and 
the environment. 


Appointment is possible within the grades of Research Officer, Senior 
Research Officer and Research Professor, usually on the basis of an 
initial contract of five years. Secondment from other institutions can 
also be considered. Salary scales are similar to those operated by 
Irish universities. 


Application forms, which are available on request, should be completed 
-. and returned by Monday 23 March 1998 to: 


. The Secretary 
|. Economic and Social Research Institute 
| -4 Burlington Road 
| Dublin 4 
Ireland 


: pm ease: 667 1525 Fax: ern 668 6231 e-mail: : poyme@esri ie 
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consulting firm seeks | 

1 Reform expert for work in 
the N. 18. region. Fluency in 
Russian. language preferred but all 
į qualified candidates should apply. 















































3 education in technology and. 
high standard of related rese 













Industrial Management: The field of iitraction IS i : 
management, especially strategic planning of technol logical I 
enterprise". The chair wilt be filled for a five year period. 


The Institut of Strategy and. International Business is | D 
Finland's leading institute for: research and education in: 
business strategy and international business. The Institute of 
Strategy and International. Business carries out research. in. 
these fields while providing education for a selected group of 
undergraduate and postgraduate students. : 














The application for the post should be made in writing. The 
particulars of nomination for the appointment are available. 
from registrar's office (tel. +358-9-4512030) and from.e- mail 
address Markku.Kivioja@hut.fi. Application shail.be sent to 
the registrar's office of the Helsinki University of Technology . 
by March 23, 1998 before 3.45 p.m. (P.O.Box 1000, 02015. 
TKK, FINLAND). More information about the Department of 
industrial Management is available in the address 
http://www.tuta.hut fi/ i 









DEPARTMENT of ECONOMICS 
LECTURESHIP IN 
ECONOMICS 


The Lectureship is for a. period of three years in. - 
the first instance. The successful candidata will 
be encouraged to develop his or her research — 
interests, and in the selection process the. N 
Department will place particular importance: on. Jj 
research potential, There are no restrictions on. 
the field of research interest within Economics. | 
































Salary will be on the scale: 
£16,045-£24,600 pa. 
Please quote REF: 896139EC. 
Informal enquiries to Dr Simon Clark. : 

~ (Tel: 0131 650 3850, 

E-mail: Simon.Clark()ed.ac.uk). 
Further particulars including details of the 
application procedure should be obtained from 
THE PERSONNEL DEPARTMENT, 
THE UNIVERSITY OF EDINBURGH, 
1 ROXBURGH STREET, 
EDINBURGH EHS8 9TB 

Tel: 0131 650 2511 
(24 hour answering service). 
































Promoting 
Ew 





Excellence 





in Teaching 
Ln. 





and Research 





http:// www.personnel.ed.ac.uk / 


a Committed 
recruit.htm à : 
o , to Equality of 
Closing date: 20 March 1998. a 
Opportunity 

























| E- # mam rp XH E 
B City University 
ay of Hong Kong 


ank Jn g. I 
to ‘appoint < a Senior pey Finance ‘Executive to manage a Small team i} 
advising on large infrastructure projects in Southern Asia. The contract will | 
| fun for up to 5 years and involve residing abroad. 


The applicant shouid ideally have a. strong background in investment banking 
and project finance which has been gained. working. for leading financial 
institutions, high academic qualifications, senior management eApenents 
and experience working in Southern Asia. 


Remuneration will be excellent. There will be generous expatriate benefits. 


Please address your interest and CV to: 
Dominic MacGregor, Great Winchester Corporate Finance, 60, Tite Street, 
London, SW3 4JG. Fax: (0171) 352 6514. | hd ee 




















The State in the Asia-Pacific Region 






- || Civil Society, the State and Society; State and) 
M | Economy; Politics and the State; State and 

|| NGOs; Globalisation and the State; Changing 
.|| Management of the State; Urban Governance. 





M UNIVERSITY OF 











Proessorehiiu of Economics 


The electors intend to proceed to an election to the newly- -established Professorship 
of Economics, which is expected to be named after Sir John Hicks, with effect from 
1 October 1998 or such later date as may be arranged. 


A fellowship at Nuffield Copos carrying certain allowances is ated to his 
professorship. 


Applications (ten copies, or one only from overseas candidates), nki three B 
persons who have agreed to act as referees on this occasion, should be received 
not later than 20 April 1998 by the Registrar, University Offices, Wellington 
Square, Oxford OX1 2JD, from whom further particulars may be obtained. 


Professorship of Economics | 
The electors intend to proceed to an election to the newly-established Professorship of 
Economics with effect from 1 October 1998 or such later date as may be arranged. 
A fellowship at All Souls Callege carrying certain allowances is attached to this 
professorship. 
Applications (ten copies, or one only from overseas candidates), naming three 
persons who have agreed to act as referees on this occasion, should be received 


not later. than 30 March 1998 by the Registrar, University Offices, Wellington 
aaah Oxford OX1 2UD, from whom further particulars: may be obtained. 


: The > University is isa an n Equal Opportunities Employer, 





Conference June 6-7 1998 

















For details, visit 




















| ww v.cityu.edu.hk/sa/U pcoming/l nternationalConference.htm E 








Or fax: Norman Flynn 852 2788 8926 _ 











Or e-mail samonica@cityu.edu.hk 
















| Cil @ Ga: 
industry. seminars 
for professionals | 


i The Centre for Energy, Petroleum and Mineral 
| | Law and Policy - CEPMLP (University of Dundee). 





unen pantaia ti A i A a aandaa naaapi i ie n e n a aeaa aa aana aaaea aaia a n 

















_ OTTO-VON: GUERICKE- UNIVERSITÄT 
MAGDEBURG 





The Faculty of Economics and Management of the Otto-von-Guericke 
Doivenit of Magdeburg, Germany, intends to fili the position of: 


Professor (Chair) for General 
"Management International Management 


Five seminars covering the most topical and professionally relevant issues. 


Basic Oil & Gas Accounting 5-6 May 1998 | 
London. In association with Price Waterhouse, London. 
The professorship should regularly offer classes in the Faculty’s 


| 

| 

} 

| 

| 

| 

| 
internationally oriented English-language study program. The Faculty - | Negotiating International Gas Contracts 7-8 May 1998 

| 

| 

| 

| 

| 

| 

f 

| 

| 

| 

| 

| 

| 

| 


Avoiding the Pitfalls. London. Director, Dr Thomas Stauffer. 
| | Basic Petroleum Economics 11-15 May 1998 
| Dundee. Director, Dr Pedro Van Meurs, | 
World Fiscal Analysis for Petroleum 18-22 May 1998 
| Dundee. Director, Dr Pedro Van Meurs. 


Negotiating in the International Arena 26-27 May 1998 


| Unlocking the Secrets of Successful International Business Deals, ‘London. 
| In asssociation with Richards Butler, Director, Professor Jeswald Salacuse. 


For further information Mrs Moira McKinlay, Seminar Manager, . 

please contact: CEPMLP - University of Dundee, 
b Dundee, DD1 4HN, Scotland, UK. - 
Tel :*44 (1382) 344300 Fax : +44 (1382) 1578. 
| e-mail :cpmlp(dundee.ac.uk ; 
"wc ^ http ://www.dundee. ac. uk/petroleumlaw/ - 
Academic Excellence di ' Professional Relevance 


provides excellent conditions for both teaching and research. Preferably, it 
will consider candidates specialized in the modern theory of the firm or 
industrial economics. All applicants must either be "habilitated" or 
“equivalently qualified - usually proved by successful publications in 
refereed journals. 


“The Otto-von- -Guericke University i is committed to increase the number of 
women among its facul ty members and will, thus, welcome respective 

ca sabled persons will n tec eive preterentarg consideration upon 
equally qualified. . "EPET 
















ncluding CM. witha an b. account of the codi S 
ements, her or his. feaching experience, and a list of 
hould. be sent tor 


a tto-von-Guericke University Magdeburg 
RR De of the Faculty of Economics and Management 












v i z 






Ge : Prof. Dr. Joachim Weimann | 
is Ln Box 4120, 39016 E ign 
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i a d HOTEL & TOURISM| 
| MANAGEMENT IN 
SWITZERLAND 



















| Students are tree tQ 

Bl choose from a range of. 
| part-time study modes: 

| *evening study in 

< London * fully tutored - 

-network learning ^. 

«distance. learning. 














the people in it 









For details contact: 
BY CPA IN NIONDON — | BA, Hotel & Tourism . i. 30. EC-02) Room 1, Senate 
US/UK tax return. pr and S Mii... School : — Unlock the secret — . House, Malet Street, London. 


SECA RS uu BER WCIE THU. Tel: +44 171 636 | S 
, 8000 exta 3150. — | 

Organizational Behaviour or Pex: +44 1716368541 
- email: enquiries @cisa lon.ac.uk F 


msi hests o wordégm ER: | l Occupational Psychology K ewe lonac. uklexternal F 

















RS eo MEME ATMEL TION 
SIS Gata teta) Gre AUS Pea 


 .Knowledge For Better Health and Population Activities in Poorer Societies : 
Programme Grants 1999 - 2004 


| Call for 1 ns press IOHS of Interest 


As part of its strategy for eliminating poverty in poorer countries, the Department for International Development (DFID) 
contributes to improving the health of the world's poorer people. DFID support for health and population research and 

 telated activities generates new knowledge with a view to maximising the health of poor people and minimising the likelihood 
that illness makes them (or their. families) poorer. 


.À key component of this work i is support for programmes to generate and communicate new knowledge. T hese involve 

collaborations between: groups of UK-based scientists and those in poorer countries, with the intention of strengthening 
research capacity, increasing understanding of priority health problems, and testing new wavs to tackle them. Since the 
success of health and population knowledge programmes will ultimately be gauged by their contribution to improving the 
health and well-being of poor people, it is essential. that they include effective communication of new knowledge to decision 
makers responsible for policy and practice. 


_ Expressions of interest from UK based organisations are invited for programme grants in the following areas: 
* the reduction of suffering through. better prevention and control of malaría; 












* the reduction of suffering, by improving. the management of malaria; 

e improving people's benefit from. reproductive health services 

* enabling adolescents to improve: reproductive health 

* reducing the dangers of pregnancy and maternal mortality in poor societies, 
* improving the equity, efficiency and quality of health services through the application of health economics. 
ee Applications may be made for work in a single area, or a combination of the areas listed above. Funding for each programme 

8 | is likely to be in the region of £200,000 to £300,000 per annum. The overall number of p programmes funded will depend on 

oe the assessment of applications and funds available for this work within DFID. 
|. Expressions of interest must be made before 20 March by writing to Mr J M B McClymont, DFID, Room AH 375, 
Abercrombie House, Eaglesham Road, East Kilbride, GLASGOW G75 8EA. 
ee Expressions of interest from consortia are especially welcomed. 


Applicants may wish to note that HMG’s 1997 White Paper on International Development is explicit about the 
purpose of UK development assistance [contributing to the elimination of poverty] and the means through which 
this will be achieved [partnerships with countries and international organisations, private sector and not for profit 
groups]. Within this context, applicants may wish to highlight, in their applications, partnership approaches, the 
participation of groups from poorer society. in the work, and the extent to which inter-sectoral mechanisms for health 


development are being pursued. 
g" | Department For 
-u International 
| or 


m ' 
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CANADA IMMIGRAT ION 


Let ¢ our exclusive group of former Visà Officers, with over 35 years » 

experience, provide expert assistance and guidance to. “your f 
| unmigration process. Applications professionally and confidentially d 
| prepared. Our money-back guarantee is your assurance of success. | 
| Best Government ow Ded and administered Investor Funds available. 
| Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
| 1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 


TEL: (604) 669 0389 FAX: (604) 669 3905 
INI ERNET:- - ww dur NEDEME E com E-MAIL -passporti'infoserve.net 
































INSTITUTION BUILDING PROGRAM. FOR PALESTINIAN 
MUNICIPALITIES — 


Five selected sea adie of West Bank and Gaza: (Gaza i . City, Hebron, - 
Jenin, Nablus and Rafah) will need assistance over the next t ee years to plan 

and implement improvements in local government ser . The. Ministry of | 
Local Government of the Palestinian National Authorit 



















ty, with assistance from 
the World Bank, intends to enter into contractual agreements. with ü number of 
supplieis of consulting and advisory. sérvices in order to assist these. 
municipalities with regard to ih pi ig of improvements. to these servi 

and und finance and management in general. Organization witl | 
expertise in these areas and interest in potential assignments are invited to | 
contact the Ministry of Local Government, preferably by 1 x before March 2! 
| 1. 1998, at the address below in onder to receive detail sof the program. Ex 


Address: Ramallah Betonia Ra 

Contact Person: Tayseer Edeas = 
Fax Number: 972 29980437 
Yel Number: 972 2 9980436 

E-Maik ilgqplanet.cdu 






































Vr Ye RR 






cellular savings. 


w * Earn ; Free air travel with 
<e Wo dMiles program. . 





Government of Fiji 


MAHOGANY TIMBER RESOURCE 








* Use the service to Sav d. 


or sell it as a lustice agent. 









tunes 






üulisstion- pe its aeons Se: eens Hii 
Hardwoods Corporation Limited is a company wholly e 
by the Government of Fiji, established to manage the 
Government’s Hardwood plantations, 










Justice... 


It's just what you Tre: looking for. 









| The plantations, principally Mahogany, are located on the 
P islands of Viti Levu and Vanua Levu. The estate covers ] ia i : 
-64,000 ha, with a net stocked area of 50,000 ha. 93% of the 1-310-526-2200 | | WWW justcecurp.en 
| land is leased customary land. Much of the resource has been 
developed over the past 40 years, and is now well-placed to 
enter into the harvesting phase. 





Mention this ad for à sign-up bonus, Ags 








Expressions of interest are sought from Forestry Investors 

with commercial and technical expertise in any or all the 

arcas of plantation management, processing and marketing of 
Hardwoods, 







For an Information Memorandum, please send details of 
your organisation, and nature of your interest to: 








The Chairman 
Fiji Hardwoods Corporation Limited 
c/- P.O. Box 2278 
Government Buildings 

Suva 

Fiji 
For further information, please contact The Permanent 
| Secretary, Department of Public Enterprises, Suva, FIJI. 
Facsimile number: +679 315 € 035. 







TRATES to THE Us: 
 jU.K......... 196) Most new customers are - 
|France......30€| referred by satisfied 
. Germany ....24€ |. NewWorld users 
"|Kaly........38€| | 
 |Netherlands..31e| pode 20% by 
{Switzerland . . 29¢ | . 
jBrazil.......69€| | Numerous Special Services Included 
E 1v5ia .... 54€ - No Extra Charge - 

















j EET n Asia JU 

a CR Gest ROG qdgripol ui Ania: treated t E as x i “ei Ce 

p | unprecedented - acquisition opportunities: Now is FOI Faut  Heeneing. New 

] e ume to aves in Asia 1 fleaiatation. u s s 95,000. 

Hong Kong based expensncéd mestmont funi E. Ot 3 

help you search, value, and xtructute acquisto 

iB. Asia EL ‘ " " 

Coniaci: GokdÜco: it} lav estinenis C vtporatión c us on Registered Agents ; inc. 
feb 4448 diy P Garson City, Mevada USA 

Tei: (702) 863-1944 

Fax: (702) 883-0267 




















Hasinest to Business ‘seins welcome 1 AED 
zm 287- 8400 






; EEEH a 





TECECDMMUDICATIONS. 





i402 TEANECK HOAD » SUITE 114 - TEANECK, NEW JERSEY ©- G768EG + 
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st 
id drainage: ancillary facility plans for shops, yards and 
plans and implementation schedules; property impact 
and rolling stock requirements; operations analyses 
5 and flexibilities; and identification of environmental, 


; consequences and considerations. The study shall also 
include a cost-eflectivenass evaluation based upon the development of travel demand and 
- revenue forecasts. capital cost estimates, and operating and maintenance cost estimates. 
-" The proposed Study shall include the preparation of a draft and final Environmental impact 
Statement (EIS) which shall identify all environmental, socio-economic and land use impacts 
: together. with appropriate mitigation measures. The Consultant shall provide preliminary 
design documents to 30% completion. The study will culminate in the development ofa 
Request For Qualifications/Proposal (RFQ/RFP) for the project's final design and construction 
contract (Design-Bulld), based on the Consultant's preliminary design. The Consultant may 
also provide. NYC Transit with ove services during the DesigreBulld implementation 
A penise in the following areas: transportation 
including. airports); track. alignment/design; civ- 
ating: construction methods, procedures and scheduling: 
ing; environmental engineering; airport terminal design; 
| 3 jsign; signalling/train control systems; fare collection systems; cost 
‘travel demand forecasting; engineering economics and community outreach. 
s lease note that the Consultant for this contract will be ineligible to propose on the Design- 
| Build contract for this project. = Pe 
| Estimated breakdown of work is approximately 10% Architectural, 10% Mechani- 
f cal/Hydraulic, 10% Electrical, 50% Structural/Civil, 10% Signals/Communications and 10% 
- Estimating. Time is of the essence to perform the contract on an expedited basis. Estimated 
| construction cost may exceed $1B. 
| Consultants desiring to be considered to receive a Request for Proposal for this project 
|. must respond by submitting a letter of interest and one copy. of SF254/255 forms completed 
| in accordance with the directions contained therein, referencing File Number CM-1095. The 
Submission must be received no later than 12:00 Noon, Friday, March 6, 1998. 
(SE NOTE: in evaluating a Consultant's response to this advertisement, the New York 


City Transit Authority will consider only the information furnished on the Federal SF254/255 
1 forms in accordance with the directions and requirements contained therein, and information 
"E: contained on New York City Transit Authority or sister agency prior performance evaluation 
| forms, if any: All Consultants are requested to refrain from submitting anything other than 
>What has been requested. . . 
: Send Submission to: New York City Transit Authority, Procurement, Capital Program 
- Management, 130 Livingston Street, Room 8031E, Brooklyn, NY 11201, Attn: 


| doy C. Bennett 








United Nations Iodustrisi 
Development Organization 


| GUINEA INVESTORS’ FORUM 
n (0 21-28 April 1998, Conakry, Hotel Novotel 


a Guinea offers: 


. Office tor the Promotion of Undead Nations Develepenent 
 Privuse bareans Progra 





s @ Industrial co-operation and opportunities in the agro-food, 

textiles, chemical and pharmaceutical, building materials and 
^ tourism sectors (see UNIDO homepage for details). 

* Privately Financed Infrastructure projects such as hydroelectric 
power plant, roads, rail services, water distribution, industrial 
zones, etc. 
* Proposals for privatization of textile, chemical and fish 
processing companies. 


* Supportive environment and attractive package of investment and 
tax incentives. 
. * Increased donor and international financial sector confidence. 
Meet your potential Guinean partners to discuss business co-operation 
including joint-ventures and the establishment of wholly foreign-owned 
enterprises. 


For further information please contact: 


UNIDO, Director, Investment Services OPIP, Director General 

Po. Box. 300, A-1400, B.P. 2024, Conakry: 

Vienna, Austria Republic of Guinea 
| Tel (4431) 21131 6414/4528 Tel.: (+224) 41 49 85 
] Fax (+431) 21131 6806/6808 Fax: (+224) 41 39 90/41 49 85 
] Internet: http:/ /www.unido.org/wins 


Next UNIDO Investors’ Forum in 
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22^ 
Litigation Bag. |. 


22x ld x8" 
Walnut or black leather $1050. 






Our Traveler’s Briefcases 
double as your laptop bag. 
Your laptop's protected by 
our padded, Flexible Un- 
wreckable"" frame. 


Here's an enormous brief- 
case that can double as your 
suitcase. It can carry letter- 
size manila file-folders and 
letter-size binders stacked 
vertically, side-by-side. It's 
a ‘legal’ carry-on. 























Twelve of us work together. E mt 
to design and make Glaser ^ | 
Travel Goods in ourSan 
Francisco studio. We sell 
direct to you. Please call - 
for our free catalog. 


LASER DESIGNS | 
Traver Goops MAKERS 
32 OTIS ST. SAN FRANCISCO, CA 94103. | 
PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM | 


— — — € —— EE aa r 














You can pack your suit and 
shirts wrinkle-free in your 
22" Litigation Bag with 
Glaser Insider" dividers. 
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Service. < 






Set 
* Agents Wanted Call 1-206-378-2816 » 
Tel: 1.206.599.1992 » Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www.kaliback.com » Email: info@kailback.com 


















r Compan z c GOVT FORECLOSED homes from FREE. “CASH (GRANT $i Co lege. 
NEW AUTI OR TERO |. pennies $1. Delinquent Tax, Scholarships. Business. Medical bills. 
| PUBLISH YOUR WORK oo H "| Repo's, REO's. Your Area. Toil Free Never Repay. Toll Free 1-800-218- 
ALL SUBJECTS CONSIDERED:1 (1) 800-218-9000 Ext. H-4265 for 9000 Ext G-4265 US Only. - 
Fiction, non fiction, Biography, Religious], | 


current listings. 
.. Poetry, Childrens, E 
AUTHORS WORLD-WIDE INVITED. I 
WRITE oR SEND YOUR EET To- f 6 ms xs € 
INERVA PRESS — 
2 OLD BROMPTON RD. LONDON SW7 3DQ]] ————— | 




























FINANCING SERVICES WORLDWIDE. 
2ND PASSPORTS / Driver's Licences from $3 million to $5 billion and up. 

/ Degrees / Camouflage Passports / 13 AMC (215) 343 9180, Fax (215) 343 

Countries / Secret Bank A/Cs / Awards. 5969, 3146 Bristol Rd., Warrington, PA 
GMC, Fax +3120-5241407; E-Mail: 18976, USA. 

1004 13.3245@compuserve.com; 
hitp./Awww.global-money.com 


170 Watak Ave, Albany, NY 12210 










EXPERIENCED CANADIAN 
IMMIGRATION LAW FIRM 
Russell, Savage. Suite 2000, 














LUV SERVICED APARTMENTS EAR HURDUN 





IMMIGRATION TO CANADA. 








CHOOSE FROM A SELECTION OF BEAUTIFULLY 3 And | immiárat i 393 University Avenue, Toronto, On. 
ee ee 3511 1 Shei, roc paren Jmmureron-Cawyer wi LI MSG AEG Fax: (616) 597.2267 
Phone: (416) 585-2088 or 585-2552 

Email: vkrussell@aol.com 
Professionals, bus., exec. transfers 
Very reasonable rates 






prepare Visa application and conduct 

] | job search for prospective immigrants. 

| v —.. | Very reasonable fees. Leonard 

ji i Simcoe, Ref. E, 1255 Laird Biva., 

IMMIGRATION TO O CANADA | #208, Mt, Royal, Quebec, Canada 
Barristers & Solici tors (Founded POR H3P 2TI. Fax (514) 739 0795. 

Email: 76143. dod Somnus: com 






302477 9800 * 80032 nip 






ALL FULLY EQUIPPED WITH MODERN FACILITIES 













| Reputable Canadian law firm provides assessment of your | 
| changes of success. FEES BASED ON RESULT | 
| Fees are payable oniy if an Immigrant Visa is actually | 
issued and not otherwise, For an ASSESSMENT, 
forward your resume ia: ` ME 
CHAIT AMYOT Immigration Division, _ 
1 Place Ville-Maric, Suite 1906, Montreal, Canada, 
His ae et (5 Sud 1333, = 879.1450, 


AVAILABLE FROM TOP BANKS 


RESERVE FUNDS, COLLATERAL 
aiioa , l COMMITMENTS, A AA 
ASIC AT T 1 S. W.LF.T. WIRES, PURCHA à 
lg IMMIGRAT ION TO EUROPE? . SPECIAL SITUATIONS. 
| fon may qualify io live and work permanently in 
THE NETHERLANDS MAJOR REQUIREMENTS ONLY 
and attain Dutch Citizenship. INTERNATIONAL VENTURES 
| Businessmen or Professionals can apply. FAX: (248) 644-1914 
| NETHERLANDS IMMIGRATION AGENCY STRICTLY CONFIDENTIAL 
TEL:31-20-601-4510 FAX: 31-20-524-1312 i i i 
E-mail: immiassistazeasvliving.com 
internet: www immiassist.com i 
TRADE COMMISSIONERS REQUIRED CUT THE COST OF YOUR 
WORLDWIDE STAY IN LONDON 
EXCELLENT REMUNERATION Comfortable self-contained serviced studio | 
i flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, — bathroom, 
phone, satellite TV, central heating, 
. " sievator, maid service, resident manager. 
Self Drive Safa ris Suit 1-2 persons, Brochure by Air-Mail: 
; ae Knightsbridge Service rtments 
in Namibia, Botswana 45 Ennismore Gardens, 
: London SW7 1AQ. 
and Tanzania. TEL: 0171 584 4123, Fax: 0171 584 9058, 


Drive our fully equipped Land 
Rovers and camp in the bush. 


Safari Drive 01488 681611 (UK) 






Psychometric Aaaama | 
| for Management Selection 
| and Development 


FOXX 


ASSOCIATES LIMITED 
Sesiness Poyehatogisi: 
H Rocks Lane, London SW13 ODB, | 
Tel«44 (0181 878.2213 Fax: +44 (03181 878 | 
728 Email: Foxx@CompuServe.com 









ti, tt infe rmatiori 
. Al U.S. States and Offshore 
e^, * Attorney owned and operated 












Fax 305-672-9110 


www.corpcreations.com 


TRADEMARK 


E 2ndPASSPORTS | 
Í OFFSHORE COMPANIES 

| For confidential, professional service, 

j contact: BUSINESS OPPORTUNITY 

1 Maritime International Ld. 

| P.O. Box WC166, Bay View Placa, 

Crosbies 
St. John's, Antigua, West indies 
Tel *1 (268) 461-2024 

























Easier Europe based English-Language naves 
agency, established 1991, seeks managing partner 
with a minimum capital investment of $20.0 000 USO. | 
| Candidates should have substantial background in 

i publicationg management, preferably with business 
I media and/or foreign experience. 







Office Art 






M |J For more information TOME coc NONE oa N 
Fax +1 (268) 462-2718 email: 0006240988@melmail.com Unique mail order service 
or send queries to: Framed prices to sult all budgets 


Email: maritime@candw.ag — | | PO. Box 50245, Baltimore, MD 21241 





Fast delivery worid-wide 
Business users only 






yx, Winter Break 
in London 


Low season rates apply Jan ~ March 

We offer 24 Apartments ranging from 1-3 | 

bedrooms. Each apartment has a fully 

| equipped kitchen / reception / maid service / 
PERO QUNM NM M c MM FM satellite TV. 24 hour reception with fax and 

* Cor porations and LLOs Í TYPICAL INCORPORATING FEES | laundry service. 

* Free name reservation . Delaware $199.00 | 

* Personal assets shielded : Lemna $285.00 

+ Confidential and cost effective . Nevada $380. 06 

«Fullregistered agent services Utah — — $270.00 


FAX: 302- MALETI TEL: 302-421-5750 
Registered Agents, Ltd. eb site: www incisa com 


ATR RANA RANA HARARE Herr rne i EH: APARNA AMEE PPAR Aure etr Yee Petr PA rere toan i e NA AA AL nnn aea e 


Ls EC N. Market Street, Sui te 606 * Wilmington Delaware 19801 


Visit our web site 
www.ArtDirect.co.uk 
Tel: +44 {0} 171 793 1999 


o 


Serviced ean offering Best Value d Monay. 
Unbeatable location in South Kensington. 
2 person apartment from £76 per night 
| 4 person a "nem som um per night 
















































The perfect alternative to Hotel 
Accommodation for the visiting family or 
business person. Comparative rates, privacy 
and ideal location Knightsbridge, Museums 
and the Exhibition Halls at Euris 
Court/Olympia make Collingham Gardens the | 
ideal home from home. 






































For rates and brochure please contact: 









Callingham Serviced Apartments 
26-27 Collingham Gardens, London 
SWS 0HN 
Tek: 0171-244 8677 
Fax: 0171-244 7331 


EN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. UK. 
| Tal: e 44 171 370 2663 









your personal asset manager in switzerland 






http://www.pzim.com 
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Fully Legal Programme - 
Extensive Visa Free. Travel 





information / immediate service from: 
OFFSHORE DOMICILES 
——  —- LIMITED 
Sovereign House, St. Johns, 
isle of Man IM4 3A. 
Tel: 44 1624 801719 
Fax: + 44.1624 B01990- 
E-Mail: info@offdom. com 

















— ffi phone com 


INTERNATIONAL 
_ PHONE CALLS 


ENSE Prices 
in the 
DM contact 


INTERNATION I 


Tel: + 44.181. 490 5014 
Fax; + 44.181. 490 5075 


Email: sales&ppsltd.com 
www. ppsitd.com 


a o 


10404040 40-4040 40404048 


OFFSHORE 
I TAX- FREE 


I companies world-wide 


formation and administration 
of companies 

opening of bank accounts 
tel/fax/mail forwarding services 
LAW ECO LTI. 
1097 Budapest, Raday u. 33/a, Hungary 
Tel: (361) 217-96-8 af .216-54-13 

Fax: (361) 217-44-14 

E-mail: laveco (mail matav. hu ; 
Ask for our FREE information 

brochure! 


Languages spoken: English. S 
French, Russian, Bulgarian í 


100 ways to Legally Obtain a | 


SECOND 
PASSPORT 
FREE REPORT 


Reveals The Insider Secrets of 
Visa Free Travel 
Alternate Citizenship 
Tax Free Living 


For your FREE 16 page Report contact: | 


Scope International Ltd, Box No 6971 
Forestside House, Rowlands Castle, 

i Hants, POS 6EE, England, UK. 
Tei: +44 1705 631751 
Fax: +44 1705 631322 


E-Mail: scopemali@compuserve.com 
ida http://www. britnet.co.uk/scope/ 








| Based on US$50,000 contribution | 
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et 
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| Company Specialists | 


The Company Store is one eof the 

longest established professional 

firms specialising in UK and 

INTERNATIONAL company 

formation and associated services. 

* Free advice. 

* Free colour brochure 

* Free nome check 

* Full nominee & domicilotion & 

e Ready made & own choice of 
name Co's 

* We undertake to refund the 

difference, if you cun obtain the 

some services elsewhere at a 

lower cost 
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Harrington Chambers, E North iol Street, 
liverpool L2 9RU, UK. 
Tei: +84 151 258 1258 Fox: +44 15 


1 236 0653 


“Tax Planning 


We incorporate and provide management 


services in all leading jurisdictions. 
Offshore structures can cut taxes and offer 
significant asset protection. 

For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@ics!.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsi.com 
HONG KONG - SIMON HANLEY 
TEL: 852 2542 1177 
FAX: 852 2545 0550 
E-Mail: hk@icsi.com 
SOUTH AFRICA - CARL LIEBENBERG 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsi.com 
USA - JERRY BAKERJIAN - BBA 
TEL: 1954 943 1498 
FAX: + 1954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 
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PRA WV OFFSHORE ` 
COMPANIES E 


No. 1 OFFSHORE 
BY LAWYERS 


COMPANY AND 

TAX PLANNING 
SCF is one of the world's largest tax 
[planning practices. Fully owned and 


SPECIALISTS 
operated by lawyers and accountants. 


Bf Since 1975 our worldwide staff "1 
|over 275 multi-disciplined 
professionals including lawyers, | 
chartered accountants, chartered M^ M ay our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
B utmost privacy and confidentiality. | 


secretaries, and bankers tave | 

provided confidential and cost 
E WORLDWIDE OFFICES CAN — 
i x PROVIDE: ES .— 




























effective company formation in ail | 
the major iow tax areas. 






















@ BAHAMAS 

9 BELIZE $500 
@ BV ISLANDS $3500 
€ DELAWARELLC $495 
@ GIBRALTAR £250 
@ HONG KONG $450 
@ HUNGARY $1995 
@ IRELAND L225 


me 
& ANNUAL FEES 
GUARANTEED 






@ ISLE OF MAN £250 For contidential & friendly advice please contact. 
T EE M | LONDON OFFICE | 
e MADETA come 90-100 SYDNEY ST, "E 
[ MAURITIUS $500 CHELSEA LONDON, 

@ NEVIS $575 | ew EN 

@ SEYCHELLES $350 | 











TEL: ; icd 2274. 

FAX: + 171-873 9688 | 
E-mail: offshore@scfgroup.com $ 
FREEPHONE: 0800 262 856 fie 
www.scfgroup.com 
| DUBLIN OFFICE — 
E 27-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: offshore@scigroup iol.ie 


Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel 4352 224 286 Fax +352 224 287 
FINLAND - JENNY KOMPULAINEN 
Te: 4358 9 6969 2569. Fax: 4358 9 6960 2565 
HUNGARY - LASZLO KISS 85« (Econ) 
Tet: 436 1 351 9959. Fax: «36 1 351 99858 
CYPRUS 
CHRISTODOULOS VASSILIADES Attorrey-at-Law 
Tob 4357 2 4732131 FAOC4 357 2 463463 
SINGAPORE - DIANA BEAN 
Tei: +65 535 3382 Fax: +65 535 3991 
HONG KONG 
RAYMOND CHO! MBA MLIA (Dip) 
Tel: 4852 25220172 Fax: «852 25211190 
SHANGHAI - BART DEKKER LIM M 
Tal 486 21 6248 4355 Fax: +8621 8238 1421 | 
USA WEST COAST - AICS itd 
KEVIN MIRECKI Astorrey-at-iaw. 
B Tei +1 714 854 3344 Fax: +4 714 854 6967 


For Immediate Service & pm Free 110 
Page Colour Brochure Contact: 


ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey. 
isie of Man, Great Britain, M99 4EE 
E-mail: economist@ocra.com 

TEL: +44 1624 815544 
FAX: +44 1624 817080 
| LONDON - RICHARD COOK, Bsc | 
Tal: «44 171355 1096 Fax: 444 171 403. 4979 
1509002 CERTIFICATED 
















































Athens, Budapest, Lisbon, Monaco, Moscow, 
E . Nicosia & Sofía - | 
| For a free colour brochure on 

how you can save taxes please 
| complete this coupon below: 









| Name 
Address 
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‘Offshore information on | 
www.ocra.com 
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. now require by law that companies offer 


 awayfrom work the longest. They can take 
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| OUTPUT, DEMAND AND JOBS Spain's Gpp grew by 3.6% in the year to the fourth quarter, 


its fastest rate for seven years. Dutch cp» also grew by 3.6% over the same period, up from 
2.9% in the third quarter. In the year to December the growth in industrial production quick- 
ened to 7.7% in Denmark and 7.3% in France, but slowed to 6.2% in Sweden. 


% change at annual rate 





The Economist poll Industrial Retail sales Unemployment 
SOP.. GDP forecasts gomon ton 5.2 oume) — os 
c . ...3mths! year — 1997 1998 — h— 3mths! 1year 1year latest year ago 
Australia — € 59 + 36 Q3. +33 +33 +04 «150 44004 82, 86 
Austria — — — na + 13 196 « 19 4 25 407 +62 Ax - 30 Nw — 71 71. 
Belgium — «20 +2903 425 428 na - 07 Nov — * 35 0a 131 lan 136 
Britain — — « 18 +30% +34 »24 -46 -0l be «69 m ^ 50h 65 

Canada  « 41 + 40 Qj +38 +34 +18 5 36 Nw « 37 N« 89 hb 97 
Denmark —— - 07 «22 03) +30 «30 *11| «7J0« +25 de 74 de 82 
France +35 +2703 +24 +27 +76 +73 De +50 be 122 D« 125 
Germany — » 32 +2403 +24 +26 +24 433 Dec -01 De 116 m 113 
italy tt 18 +1903 «€ 15 +22 *48 + Bl be — + 09 Nx — 12104 120 
Japan +31 +1003 +11 «04 -89 -10D« -59 De 34 px 33 
Netherlands + 41 +36 %4 +30 +34 +93 +45 de «35 04 AB bm 64 
Spain — — * 37 v 36 04 +33 +35 ^ «06 «1010« — m 203 Qe 218. 
Sweden — 4 62 42709 +20 430 +15.2 + 62 De +22 De 74 ant 88 
Switzerland +17 +0893 +05 +18 na «68 QF + 18 be 50 jane 57. 
United States +31 +3903 +37 «27 44 64 455 an 447 ox 2 7 an — 54 
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SNew series, 








PRICES AND WAGES In January American consumer prices were unchanged on the previ- 
ous month for the first time in four years; the 12-month inflation rate edged down to 1.6%. 
France's 12-month rate of consumer-price inflation fell to 0.5% in January from 11% in De- 
cember; changes in the method of calculation of the index accounted for some of the fall. 























% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast — Producer prices* Wages/eainings... 
| Loo LL Amths! 1year 1997 — 1998 — ^— 3mths! 4year  3mths? 1year - 
Australia — 410 -0204 +04 416 °° « 26 +180 +64 +39% 
Austria #15 * 12m — * 14 F172 *02 ennai 
Belgium — — * 02 £04 m — € 17 *19  - 12 *120« $33 *220 
Britain +15 +33 +30 +31) +09 + 07 jan +62 +48 De — 
Canada 03 OF Oe — *17 +16 +07 +08 dec —- 17 -18Nw 
Denmark + 06 4 17 en «22 425-21 +43 na + 40 A. 
France + 04 +0538 +12 +15 +07 +O0OBNw +22 +290 — 
Germany —  — - 01 « 13 m +18 +19 -29 +15 na 12 De 
italy 25 * 16 an +18 +20 +018 * 15 D« +11 * 36 Nor 
Japan 410 +18 de +16 +06 +12 4 08 jan — na + L5 Dec 
Netherlands — - 23 +18 m +22 +24  - 04 *160« +20 +33 De 
Spain — — — «24 *20 m — «20 +23 +12 +090 +36 +310 
Sweden ma +13 an —- 309.420 19 «29 De . «3d — 4 43 No 
Switzerland — — - 01 nl kn «06 409 -18 404 hn na na o 
United States + 15 = 16 ani 423 421 -l4 .18 Jg +45 4 38 in —— 
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*Not seasonally adiusted. ! Average of latest 3 months compared with average of previous 3 months, at annual tate. * *New series. SNew weights. 





W MATERNITY LEAVE Most countries 


female employees (and sometimes male 
ones, too) some time off, with pay, when 
they have a baby. America is a notable ex- 
ception. It had no national law until 1993, 
when Congress enacted one allowing 12 
weeks of unpaid leave for those who of wages paid 
choose to take it. (But some states have ne ee it 

their own laws which provide for paid 
leave) Swedish women (and men) are 


up to 15 months in paid leave: at full pay 
for the first three months, and 75% pay for 
the rest. New mothers in Australia are also 
allowed a long break from their office or 
factory, but only if they are willing to forgo 
their income: the country's one-year statu- 
tory leave is unpaid. — C 









Economist 


economy, which accounts for 12% of world 
copper consumption, is causing particu- 
lar concern. Because producers have re- 
acted slowly to lower demand, surplus 


copper output may reach 500,000 tonnes- 


this year. Falling prices have now caused 
Arizona's high-cost Pinto Valley mine to 
cut output by some 80%. Australia's Cobar 
mine in New South Wales has already 
closed. But low-cost mines in Mexico, 
South America and Australia intend to 
raise output despite the collapse in prices. 


1990-100 | % change on 
Feb 17th Feb24th* one one 
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Dollar index 
AH stems 101.8 100.4 ~ 37 T4132 
Food — 1227 1216 -208 -1104 
industrias ^ 
All 83.7 mosse. cm 3d 225. 
.Naf ^0 991 — a 12 -231 
Meus —— 743 ^^ 728 = 63 -220 
Sterling index — 
All items B 1113 "mme 108.8 Hs 3.6 5139 
Food 341 1317 - 40 - 50 
duras = Dt*”*”™”™S™;™!!!C~™ 
All "m 91.5 = 88.8 — I 30 23.3. 
Na! ^^ 1084 ^ 1052 ^. 12 -237 
Met —— 813 ^ 789 -62 -26 
SDR index | 
All items — 1024 ^ 1009  - 32 -108 
Food — ' 1233 ^ 122 - 37 - 16 
a ee 
Ail 842 . 82.4 ~ 2 7 20.3 
_ Nfa! 997 976 +16 -210 
Metals —— 748 — 732 -58 -198 
Gold E j | 
$ per oz 29805 29195 = 24 eds. 
Crude oil North Sea Brent = 
$ per barel 1452 — 1390 — -137  -292 


* Provisional | Non-food agricuiturais, 





. COMMODITY PRICE INDEX. 
| | Copper prices fell to within $4. 
of an 11-year low of $1,612 a tonne on the- 
London Metal Exchange this week. Invest- - 
ment funds are continuing to sell as de- 
mand from Asia sinks. Japan's flagging 
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STOCKMARKE rS. European stockmarkets continued to ra lly i in in the week to » February asth: | E SHARES Since t the start "me 1995. equi- 
| eight of the bourses in the table hit all-time highs. The announcement of a big bank merger | 
| helped to push Madrid 51% higher. Wall Street was almost unchanged on the week. | best performance of the world's ding 


: "Morgan Staniey Capital International index includes above markets and seven others, in dollar terms 
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| Canada —— 73 *540« 456 $457 287 650 550 6395 491 509. 
Denmark Cha *52 de 345 380 3359 ^ ^ 625 $15 718 — 381 480 - 
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ties traded on Wall Street have enjoyed tt 


Share priceindia- ^oc _ % change on | stockmarkets. However, their longe LEE 

: i récord “Decant 1997. performance is less exciting. Had you ine) 

high in focal ing | E in one of the five stockmarkets 

currency — terms | shown in our chart at the start of 1985, - 

NER d e EA — — ws is ee s B E A Paris would have proved the best bet. Add- «d 

de cr. d32 iram z 12 21: Ang togeth er divi d en ds pai i id out à n d. 3. s È 

o aS E P 2 r3 increase in share values, an investment of, 
ea ee 7^ say, $100 in the index of orks waded in 

ee ae p d b» now hace dion. worth i 

woo o A at io 4 | $1,072. A similar investment i in-share 
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Australia. 
Austria Ü 
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E SUE : ~ p : im ae A - € a o traded in London would now be wor 1i 
one 7163606 na T7051 sansa ais me Bais | most as much, at $1,067. By: contrast, 
e Y "es F bore rS a C PR | invest ed i in Wall. Street wot il d h ave growt 
73454 jea  6M8 «51  *943 .— m  « M0 3 | tO $850, a total return only fractionally 
FENESOOANENC CONNU E OM LL NELSON. | better than that available on German eq- | 
ER 90621 * 14. 1587 m *.128 | wities. Japanese shares offered the biggest. | 
S Eua T ee 2 A SE v nr c. rewards between 1985 and 1989, but hold 
NK REN dod tea Ea 1 013 | 8965 + Siue uS £195 o o eS om Deh e LL aeae Mud ing on to them. $1 nce then. would: have y 
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been a bad decision: a $100 stake in 1985 is 
MONEY AND INTEREST RATES American Treasury prices fell (and bond yields rose) after now Fworth only $286. "F 
Alan Greenspan’s testimony to Congress painted an uncertain outlook. Germany's M3- 


broad-money growth slowed to 3.5% in the year to January, the sixth monthly fallina row. 


Money supply* Interest rates % p.a. (Feb 25th 1998) 
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Si rise on year ago over  3xmth money market banks  bondyields  — Furocurrency 
narrow broad night latest — yearago prime gov't? corporate 3mths bonds 
Australia +127 472 D« 49] 500 600 875 591 648 50 5 | 
Austria 249 +12 D« 336 360 330 650 505 ona ma 554. | 
Belgium *89 +61 Nw 364 365 350 725 500 590 ^ 359 445 - 
Britain +69 «0l 76) 745 619 825 602 658 — 744 628. 








UI E CENE NE S NNNM 
DOT NE NER NAE ee RNCCR 
ap — — «77 *9J Oe 619 559 738 3805 534 56) 598 494 ^| 
Japan *99 +43 Jon 045 08) 045 (153 190 168 116 121 | 
Netherlands +75 +72 0« 200 — 333 303 $825 487 524 — 34! 450 - 
E E ME ME KM EM MN 
Sweden na +13 Dec 425 — 432 392 520 537 548 OF 
Switzerland — «71 +29 Nw 075 — = 175 —— 275 282 291 - = 095 179 
COD NER MUN NN NN —i5 i6 6M — 3 3n. 


“Narrow: "m except Britain Mü, broad: M2 or M3 except Britain MA. PUES Banco Ambrosiano Veneto, Banco Bilbao Vizcaya, Relpan Bankers Assn. s 
Chase Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generaie, LP. Morgan, _. 
Paribas, Royal Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreamACV. Rates cannot be construed as banks offers 
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TRADE, EXCHANGE RATES AND RESERVES America's visible-trade deficit widened to $17.6 bil lion i in December, pushing the total 25 
deficit for 1997 up to $198.9 billion. France's trade surplus increased to $2.3 billion in thesame period. The dollar roseagainsttheyeninthe | 
week to February 25th, but fell slightly against the p-mark. j| 


Trade balance*, $bn Current account , Sbn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 
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latest latest 12 latest 12 mths "trade-weighted! Feb25th yearago «© perf per DM per ecu latest year ago 
month months Feb 25th yearago — i 
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cu os oe wr A T ee Mu E DE PO oe e tlc 
c ne ICOMECN A WS Eg "Esp ga C7 3087 aa 38307 oR 
Frame —— 0 +232de +298 -392Nw — 1051 1064 (607 570. 10.00 3.35 663 

CUNEO et ee D mee cop a TES a og = 
Kal + 2.35 Nov + 30.7 +359 0t 752. 70 — 1788 1679 2945 987 191 
Japan + 7-73 Dee «1016 £947 0« 1207 1237 — ws | ee) 70 140 
Netherlands + 1.15 No + 168 424g wit 102 20 190 336 113 223. — 
Eu ee quem M e: — vt aca 
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@ ROMANIA For much of the 1990s Ro- 


mania tried unsuccessfully to move from - 


a planned to a market economy. Many 
prices, as well as the exchange rate, re- 
mained controlled and loss-making in- 
dustries were not restructused. The result 
was a growing budget deficit (more than 
10% of GDP in 1996) and rising inflation. 
After a new president was elected in No- 
vember 1996, Romania belatedly changed 
tack, committing itself in early 1997 to a 
"shock therapy" package of reforms. The 
exchange rate was freed, subsidies slashed, 
and directed credits phased out. The bud- 
get deficit was cut to 4.5% of GDP in 1997, 
and the pace of privatisation was stepped 
up. This shock therapy has hit Romania 
hard. In its latest country report the oECD 
estimates that the Romanian economy 
shrankby 6.5% in 1997. But itis expected to 
grow by 1% this year and 3% in 1999. Mean- 
while inflation is set to fall from an 
annualised 150% in 1997 to 20% in 1999. 
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Unemployment 


Balance of payments 
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ECONOMY Brazil's GDP growth slowed to 1.9% in the year to the fourth quarter. South Afri- 























l % change on year earlier Latest 12 months, $bn Foreign reserves, $bn 

'GDP industrial Consumer Trade — Current - Latest Year ago | 
production prices balance account 

China — — «820 — + 92 pec + 0.3 Jan $42.6 Jan + 72 1996 1413 Now 104.3 
HongKong + 570: —— * 05 Sep + Slim -2060« =~ 26 1996 96.5 ww 6385. 
india —  — * 6B ie + 2d oe + 63D - $9 De AS we — 245 m 202 
indonesia + 80196 + 90 + l&lim — «113m» - 680. 189 og 157 
Malaysia = +74% +94 de + lá è -~O3NW  - 63 1996. 217 pe 220 — 
Philippines — . +47 5 +19.4 Nw + 644 -107 Nw - 39 95 88 m ^ 97 
Singapore +101 o3 * 8.0 pe + 125g - JAD« — «l40q —— 745!oq BO 
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* Visible and invisibie trade balance. "inciudes gold. #December, SNew series. 
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FINANCIAL MARKETS South Korea's stockmarket gained 5.9% in the week to February 
25th; the won did well, too, rising by 4.1% against the dollar. The Thai baht also rose against 
the dollar, by 5.5%, but the Indonesian rupiah fell by 3.2%. Istanbul soared by 7.4% over the 
week. Shanghai was the worst performer: share prices tumbled by 3.1%. 




















Currency units interest rates  Stockmarkets % change on 

per § per £ short-term - Feb 25th | Dec 31st 1997 

Feb 25th year ago Feb 25th $6 p.a. one “in local in $ 
. week Currency terms 
China - 5528 829 13.6 9.09 1,258.4 - 31  - 00 + 00 
HongKong 77 — 774 128 81! 108867 420 4 18 4 16. 
mda — 7 393 358 a7 733 aaa naa 
indonesia 9,450 2390 15563 349! 4834 +23 + 203  - 300 
Malaysia — 3/5 2149 en 3104 Ag 193 36. 
Philippines —— 403 263 — 663 1487 11537  *13]  * 152 10d 
"Singapore ^ 163 143 269 609 189832 €£29. 4. 45 — BI. 
South Korea —— 1643 —— 882 2705 2350 5164 — 4 59 4 32 «A6. 
Taiwan — 326 . 29 538. 819 2. 80227. - 40] 3 303 OF 
Thailand B3 259 712 3450 5130 — - 01 + 376 + 532 
Argentina 1.00 100 1.65 7.25 690.6 +36 + 05 + 05 
Brah O 113 105 — 1.86 3398 105460 +22 + 34 + 22 
Chile | 454 413 748 1295 44133 — «04 - 79 - Hi. 
Colombia 1350 1079 2224 2522 11909 - 14 - 168  - 201 
Mexco 858 778 ^ 141 ^ 2006 47402 . *42  - 94  - l4 8. 
Venezuela LO RM 478 o o o 1 B5! — — 1500 O maa +05  - 175  - 195 
Greece 287 264 472 17.57 142334 ^ - 22  - 38 - 47 
israel —  — ^ 360 — 334 593 1076 2808 «4 jo 5 035 0 51O 
Portugal — — 185 — 170 305 ^ 468 — A48)50 * 62 + 276  * 265. 
South Africa 494 13444 813 — 1390 — 68738 +09 + 108 + 92. 
Turkey — 228975 121945 377099 8496 33334 4 7A  - 34  - 126 
Czech Republic — 340 28.5 559 15.43 471.1 +12 - 49 - 29 
a ce 2 EE EE EE - CO N N m 
Poland SC 352 304 580 243! 111902 . *38 > 72 4173 
Rusia 600 568 988 3900 63876 +15  - 217 - 217 
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Sources: National statistics offices, central banks and stock exchanges: GatastreamACy, Reuters; S8C Warburg; 1P, Morgan; Hong Kong Monetary 
Authority; Centre for Monitoring indian Economy, Bank Negara Indonesia: Malayan Banking; Philippines National Economic and Development Authority: 
Hoare Govett Asis, FIEL, Baring Securities; Merni Lynch; Bank Leumi Le-srael Standard Bank Group; Akbank: Sank Ekspres: Deutsche Bank; Russian 
Economic Trends; Moscow Times/Skate Press. 
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Ron Dennis, 
Managing Director, 
McLaren International 
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oftware Winner 


McLaren is one of the winningest teams 
in Formula One history 

Since 1966, McLaren has won seven 
Constructor's World Championships, nine 
Driver's World Championships and more 
than 100 Grands Prix. Not to mention 
three Indianapolis 500 wins, the LeMans 
24-hour endurance race and five 
consecutive Can-Am sports car titles. 
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West McLaren Mercedes 
“To win consistently, you have to have 

the best. That's why we ve teamed up 
with Computer Associates,” says Ron 
Dennis, Managing Director for McLaren 
International. “Processing our engine and 
race data efficiently and intelligently is 
crucial and CA is helping us approach it 
in an entirely new manner.” 





Under a technology partnership, 
the West McLaren Mercedes Formula 
One Team and CA are developing an 
innovative new solution that gives the 
racing team's engineers the ability 
to easily assess and analyze the 
Formula car's performance data 

Built around CA's Unicenter* TNG”, 
the program can monitor the telemetry 
data that the race car transmits to the 
pits while it's racing. Everything from 
throttle response to brake pressure to 
even the G-forces exerted on a driver. 
TNG then displays the data through its 
award-winning 3-D, Real World 
Interface 

"| have a favorite saying, that IS 
to come in second is to be the Tirst 
of the losers." says Ron Dennis 
"At McLaren we re interested only 
in winning and we associate ourselves 
only with winning companies. With 
Computer Associates and McLaren, we 
have two winning companies sharing a 


common goal and common partnership." 
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Software superior by design. 


We don't invest in foPéign countries. With 
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As never before, successful asset manage- 
ment requires global reach and local knowledge 

Indeed, in today’s markets, global and local 
are inseparable. Global management necessitates 
on-the-ground knowledge of local opportunities. 
Local investment requires an intensive understanding 
of global economic and market trends. Both must 
be delivered through a single, disciplinec investi 
ment process. 

At Dresdner RCM Global Investors, our 


extensive global infrastructure of investment, 


client service and operations professionals is 
th resources strategically positioned in every corner ot the 
" world. With our rigorous investment processes 
eign tO US. and innovative resources—such as our global 
Grassroots™ research network of over 37,000 
industry contacts—we're able to respond to the 
needs of some of the worlds most discerning 
clients. The focus? Superior performance and 
customised, value-added solutions. 

With our strong culture and heritage, 
Dresdner RCM Global Investors stands at the 
forefront of global investment in countries all around 
the world. After all, they're countries we call home. 

Dresdner RCM Global Investors. 


Worldwide. Worldwise. 


ZN Dresdner RCM Global Investors 
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Nizhniy Novgorod was the first of the Russian regions 


to enter the international bond market. And to raise 


US$100 million with their 8.75% issue, they chose 
ING Barings as lead manager. 

Our knowledge of the Russian marketplace 
helped us win praise for the smooth running of the deal, 
while our global network made sure we could place 
the paper with efficiency in Asia, Europe and the USA. 

The Nizhniy Novgorod deal is typical of the 
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way our unique combination of local understanding 
and worldwide corporate and investment banking 
strength means we're there for our clients. 

| If you want the standards of service that have 
kept us at the forefront of business in Russia, please 
contact ING Barings on either www.ing-barings.com 
or facsimile: +31 20 563 5673 or +44 171 767 7133. 


ING 4® BARINGS 


ING Barings is the organisation and trade name used by ING Bank NV. and certain of its subsidiaries for the conduct of its international corporate and investment banking business 
ING Bank N_V. is part of ING Group, one of the largest financial services groüps in Europe, and is regulated by the SPA fof the conduct of investment business in the UK. 
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Morgan 
means more 
staying power 


More in 1898, more in 1998 


A century ago, J.P Morgan & Co. brought promising 
young companies and prominent investors together 

to create what grew to be the world’s most successful 
corporations — General Electric, U.S. Steel, and others. 


Today, the “books” recording our equity transactions 
have given way to computers. But the printouts still 
include many of the world’s leading companies, most 
promising enterprises, and most powerful investors. 


Issuers and investors know they can rely on us, as 
perhaps on no other firm, for fair dealing, execution 
of the highest quality, and support for the long term. 


That's because at J.P Morgan we provide our clients 
with more. More objective advice. More in-depth, 
standard-setting research. More trading support. 
And more of a commitment to make issuers' and 
investors’ endeavors work far into the future, just as 
we did 100 years ago. 





In the archives of The Pierpont Morgen Library in New York, the 

histori dicate books of J.P M & Co. d the firm's earl : : 4 

public weirkal equily and dábt underwiings. —— Today, issuers and investors alike know they can 
depend on J.P. Morgan's performance, long after 


the books are closed. 


www.|jpmorgan.com 


JPMorgan 





strategic advice € mergers & acquisitions @ capital raising € swaps & derivatives € loan syndication @ sales & trading € asset managemen: 
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ON THE COVER 

India's election was full of heat, and the 
result is clouded in dust. So change will 
continue slowly, whoever rules in Delhi. 
Too bad it will not be fast: leader, page 
13; the votes and the bargaining, page 31 
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SURVEY: EAST ASIA 


After three decades of whirlwind growth, | 


many of East Asia's tiger economies are 
in the doldrums. Need this be the end of 
the Asian economic miracle? No, says 
Pam Woodall; but governments must 
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. Branson replies 


Sig—Having seen what a mess an 
Economist article can make of 
my skiing holiday ("Behind Bran- 
son", February 21st), I have decid- 
ed to take out a subscription to 
your newspaper. I hadn't fully 
realised how influential you are. 
Your Branson balance sheet is 
misleading, as some of it is rather 
dated. For instance, Virgin Trains 
showed a loss only because the 
figures covered British Rail's last 
year of ownership. In fact, Virgin 
Rail will show good profits in its 
first trading year. The same will 
apply to several other compa- 
nies, such as Virgin Express and 
Virgin Entertainment Group. 
. That said, one of the luxuries I 
have been able to enjoy in my 30 
years of running companies is 
that 99% of the companies I run 
are private. The approach to run- 
ning a group of private compa- 
nies is fundamentally different 
to that of running public compa- 
nies. Short-term, taxable profits 
with good dividends are a pre- 
requisite of public life. Avoiding 
short-term, taxable profits, and 
seeking long-term capital growth 
is the best approach to growing 
private companies. PD 
The various Virgin companies 
currently sit on around £250m 
($4127) in cash. They have a posi- 
. tive cash flow of around £150m a 
. year. This makes Virgin one of 
Britain's largest private groups. It 
also has one of the strongest 
international brand names. We 
can either sit on our laurels or 
invest these resources in build- 
ing companies worldwide— 
i some ofwh ich may later become 


The Economist, 25 St James's Street, London SWIA IHG FAX 


substantial publi companies, 
joint ventures with public com- 
panies or remain wholly owned. 
Having taken on the record 
industry and built the largest 
independent record company in 
the world, we have followed up 


by creating one of the most suc- 


cessful and, I believe, well- 


respected travel groups. We are 


now using those resources to 
turn the financial-services indus- 
try on its head; to make Britain 
proud of its rail industry; to cre- 
ate a chain of great. cinemas 
worldwide; to build so 





best record shops in every r major 


city in the world; to take on Coke 
and Pepsi, and build up a re- 
spectable share of the soft-drinks 
industry. These moves mean that 
Virgin businesses now employ 
10,000 more people than they did 
threeyearsago. 

Not all these ventures will 
show bottom-line profits in their 
early years. Virgin Records 
(which we sold for $1 billion 20 
years after creating it) did not 
show real profits until its 15th 
year. But what 1 believe we are 
good at is building companies 
that we can be proud of, that have 
considerable intrinsic value, and 
that the public are pleased to 
come into contact with. We are 
also good at capturing a decent 
share of any new market we 
enter. Over time the value of 
these companies far exceeds any 
short-term profits. — 

The major new start-up busi- 
nesses (or acquisitions) each have 
their own separate finance and 
investment, and over time some 
may become independent (even 
of me). Others dedu floated, but 
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the one thing they will all, I hope, 

share is a British brand name 
they can be proud of. 

RICHARD BRANSON 

Chairman 

Virgin Group 


Cut and thrust 


Sr-Yoti claim (Face value, Feb- 


TUary 7th) that Rolls-Royce is win- 


ning 40% of the large jet-engine 
market. This figure was derived 


from engine orders for a select. 
few aircraft, not the entire wide- 
body aircraft market. Our score- 


card of commercial-engine 
orders on all 100-passenger air- 


craft over the past ten years 


shows GE expanding its market 
leadership for both single-aisle 
and wide-body aircraft. 

You say that GE will no longer 
compete in the higher-thrust end 
of the engine market. In mid- 
1996, GE announced that it would 
not expand the GE90 engine 
beyond 92,000 pounds of thrust 
until a clear market requirement 
for such engines was defined. For 
example, Boeing's proposed 777- 
200x/300x aircraft models, which 
require the higher-thrust en- 
gines, have yet to be launched. GE 
continues to invest aggressively 
in the 92,000-thrust Gego engine, 
which has won 45% of firm 
engine orders for the 777-200 
increased gross-weight aircraft 
model—the best-selling segment 
of the 777 aircraft family. 

RicK KENNEDY 
Cincinnati GE Aircraft Engines 
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Astra's advance 


SiR—Your article on Astra (Febru- 
ary 14th) is inaccurate and unfair. 
Under Hakan Mogren's leader- 
ship, Astra has been one of the 
most successful pharmaceutical 
companies in the world, with an 
average annual return of 33% to 
shareholders. Our  anti-ulcer 
drug, Losec, represents a break- 
through in the treatment of stom- 


ach ulcers that has yet to be 


matched by any other company. 
Although the actions of the 
former president of Astra UsA 


years, and only 


letters&economist.com 


tions came to light and fired, 
along with others, when an inter- 
nal investigation turned up evi- 
dence of inappropriate behav- 
iour and financial improprieties. 
Astra then co-operated with the 
appropriate American authori- 
ties in their investigations of the 
former president's behaviour. 
Astra has in place the ingredi- 
ents for a successful future. The 
full-scale launch of Astra's in- 
creasingly popular anti-asthma 
medication has now taken place 
in America. The companys 
future pipeline of products was 
the subject of a recent one-day 
seminar with analysts. The pipe- 
line reflects the success of a busi- 
ness strategy that stresses organic. 
growth. Acquisitions are made. 
with an eye to their contribution. 
to the core business, an example 
being the acquisition of the R&D 
capabilities of Fisons in 1995. 
Finally, after Astra announced its 
1997 results, the share price rose to 
a new post-split high. 
Södertälje, STAFFAN TERNBY 
Sweden Astra 





Remembering Julian 


Sır—Your obituary of my friend 
Julian Simon (February 21st) is a 
great testament tohim, but let me 
share with you my best story 
abouthim. 

At a dinner party in the late 
1950s, a young lady commented 
that her job as an airline employ- 
ee was wonderful except for one 
thing. The airline overbooked 
and then relied on stafflike her to 
move people on to other flights. 
She was told to choose those in 
the armed forces and the elderly. 
Why? Because both were easily 
recognised, and market research 
showed that neither was likely to 
complain. Instantly, Julian said: 
"That's crazy. They should use an 
auction process to discover who 
is the most prepared to wait." He 
championed this idea for. 20 
when Alfred 
Kahn became head of the Federal 
Aviation Authority did it see the 
light of day. Now, hardly an hour 
passes at any large airport in the 


world when you do not see 
juliansauctionatwork == 
JOHN BLUNDELL 

General director 

The Institute of 
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were most certainly an embar- 
rassment, the company's swift 
handling of the situation isa sign 
of managements strength. The 
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Economists and 
Finance Specialists 


The Bank of England is keen to recruit experienced economists and. finance = 
specialists to work on all aspects of analysis related to monetary policy and financial ~ 
stability. The posts offer an unrivalled opportunity to influence the monetary policy ~~ 
debate and the efficiency and effectiveness of the UK financial system. The positions will = 
appeal to economists with a taste and talent for the application of ideas to practical policy. ur 

All candidates should ideally have at least a Master degree in economics or finance, i 
in addition to significant work experience, either in an applied policy environment or the 
financial sector. The successful applicants should also have strong communication and a 
presentation abilities. The Bank is looking for individuals to work in: | 


Monetary Analysis 

The Monetary Analysis (MA) Divisions provide analytical material on which the 
Banks Monetary Policy Committee bases its decisions about UK interest rates. Each 
position in MA offers a different mixture of research and policy analysis. The common ^ 
emphasis is on informing the monetary policy debate and providing key input into the 
MPC’ document, the Inflation Report. In particular MA is seeking: 


* Forecasters familiar with the techniques involved in producing forecasts 
and using models; 


* Economists with research experience on the real side of the economy, and on the 
medium to long-term structural forces acting on it; | 


* Econonusts with expertise in current economic developments in the UK economy; 
e Economists with experience in international economics; 


* Economists specialising in monetary theory. 


* * * 

Analysis of Financial Systems 

The Financial Stability (FS) area is responsible for analysis of the financial system as 
a whole, concentrating on risk and infrastructure. issues but also taking account of 
questions of efficiency and effectiveness. The work ranges from the design of international 
payments mechanisms to the analysis of financial risk in emerging markets. In particular 
FS is seeking: 

* Analysts with a strong background in financial markets or financial institutions; 

* Economists with experience of country-level risk analysis or in international 

capital markets. 


Salary will be commensurate with qualifications and experience. 

To apply, please send your CV with full salary history, quoting job reference 
MAFS1/98 to: Lesley Maclean, Bank of England, 1&2 Bank Buildings, Princes Street, 
March 1998. 

A 
X Boy, 


'" eer 

The Bank is an equal opportunities employer. | vs 
| 3 
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_ THE BANK FOR INTERNATIONAL SETTLEMENTS (BIS) || 
i Baste, Switzerland 


an international organisation established in 1930 to promote central bank co-operation and provide 
additional facilities for international financial operations, has a vacancy in its Asset Management unit for a 
dynamic individual to work as 





The successful candidate will have: 


a minimum of 2 years experience in fixed-income portfolio management 

strong financial. product knowledge and a proactive business approach 

a university degree in economics or business administration or comparable qualification 
excellent skills in the field of quantitative analysis and investment theory 


Also desirable: 


experience in derivative instruments, financial programming, and/or investment modelling 
e CFA qualification or equivalent 


The BIS offers attractive conditions of employment in an international atmosphere and excellent welfare benefits. 


Candidates should send their application, together with references, to Human Resources, Bank for 
International Settlements, 4002 Basle, Switzerland quoting the reference number 98440. 





EXCELLENT REMUNERATION PACKAGE BASED IN LAUSANNE, SWITZERLAND 
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The: Ford Foundation is -— to fill the following position: 
Representative, Johannesburg, South Africa: The Representative 
directs the Foundation’s activities in Southern Afri ica, with overall 
responsibility for the Foundation’s presence and programs in South 
frica, Namibia, Mozambique, and Zimbabwe. More specifically, the 
Representative manages the Foundation’s office in Johannesburg and 
ib-office in Windhoek; assesses the implications of political, social 
economic developments in the region for Foundation programs; 
supervises and works closely with program staff in developing, 
monitoring and evaluating grants and projects; represents the 
foundation and maintains effective ties with local leaders, official 
and non-governmental organisations and other external assistance . 
“| agencies. The Representative also collaborates with the Foundation's 
“three other offices in Africa in developing regional strategies and. 
“represents the needs of the region to the Foundation at large. More - 
broadly, the Representative contributes to Foundation-wide program 
‘development and review in all the fields in which the Foundation 
works.- Peace and Social Justice; Asset Building and Community 
Development; and Education, Media, Arts and Culture. 























Qualifications: Demonstrated leadership, planning, management and 
"analytical skills; excellent written and oral communication skills; in- 
-depth understanding of development processes and social justice 
. concerns; expertise in one or more areas of the Foundation’s current. 
| program interests; and graduate study in an appropriate field. Also 

desirable are: previous relevant experience in Southern Africa, 
| knowledge of the history and culture of the region, and familiarity 
E with the Foundation and its programs. 


T To apply, please send a cover letter, resume and brief writing sample, 
“preferably by April 15, 1998, to Ms. S. Gordon, The Ford Foundation, 
| Auman Resources Box #752, 320 East 43rd Street, New York, NY 
E 10017, USA. The Ford Foundation i is an os Opporeny ee 
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Depu uty "0vernor 
Reserve Bank of New Zealand 


Due to an imminent retirement, the Bank is seeking 
applications for the above position 7 

The Bank has two deputy governors. This deputy ` 
governor position is responsible to the Governor for ; 
general oversight and co-ordination of the Bank 








* internal administration, including HR, IT, asset 
management and security, GAS 

* risk management systems and controls including gu 
the Internal Audit unit, | | | 

* financial management and reporting. 


You will also have responsibility for: 


Financial System Oversight including payments systems 
Banking Services. : 
Registry Services. | 

* Overseas Investment Commission. 

The Deputy Governor is a member of the Bank's 
Board of Directors: 


Desirably, you will have the following attributes: 

* Extensive management, particularly financial 
management, experience at senior level with 
proven leadership qualities. » 

* À good understanding of the banking and finance 
industry and the role of the Reserve “Bank. | 

e A tertiary level qualification in accounting or 
finance ideally with some economics. 

* High quality written and oral communication skills. 

You will play a key role, along with the Governor 

and other deputy governor, in leading the Reserve 

Bank's senior management team. 

The Reserve Bank operates an Equal Employment 

Opportunities programme and welcomes applicants 

from all sections of the community. The Bank has 

an in-house childcare centre and provides a 

smoke-free workplace. 

Further information on the position can be obtained 

by contacting 

Paul Geoghegan 
Human Resources Manager 
Reserve Bank of New Zealand 
Telephone: 64-4-471 3765 
Fax: 64-4-471 3759 
E-mail: geogheganp@rbnz. govt.nz 


Applications should be addressed to Paul Geoghegan, 
and sent to the Reserve Bank of New Zealand, 
PO Box 2498, Wellington. Applicants should include, 
with their application, the names of referees who 
can be contacted by the Bank. Applications close 

on 3 April 1998. 


RESERVE 
BANK 


Z E AL AN D 









JOINT UNITED NATIONS PROGR ; \MME 


natnm rrr ar i in ir e e eei ie ane E m 


The Joint United Nations Programme on HIV/AIDS | 
(UNAIDS) is a joint venture co-sponsored by six United 
Nations System organizations: United Nations Chil Idren's 
Fund (UNICEF); United Nations Development = 
Programme (UNDP); World Health Organization (WHO); 
World Bank; United Nations Educational, Scientific and: 
Cultural Organization (UNESCO); and United Nations 
Population Fund (UNFPA). UNAIDS is dedicated to | 
preventing the transmission of HIV, reducing the 
suffering caused by HIV and AIDS, and countering the 
harsh impact of the pandemic on individuals, 
communities and societies. 


UNAIDS is seeking suitably qualified candidates 
for the positions listed below 


INTER-COUNTRY PROGRAMME ADVISER, 
UKRAINE, P5 


| 

| 

| 

| 

| 

| 

i 

| 

i 

| 

| 

| 

| 

| 

i 
Requirements include a post graduate degree in 
development economics, social or physical sciences, | 
public health, public administration, management or | 
similar academic preparation. At least twelve years | 
a experience in managing and implementing | 
Cooperation programmes, inci uding field experience | 
"with demonstrated achievements in developing | 
$ countries. Experience in working with UN system | 
E nizations in technical programmes, or in public | 

| " health at international level is essential. Excellent i 
I know edge of English-and Russian is needed. | 
| 

| 

E 

| 

| 


" " = - " —— PP 
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. PRESS OFFICER, SWITZERLAND, P4 


E Requirements include a post graduate university degree 

. in Journalism, communication, international relations, 

"political or social sciences, or comparable academic 
‘preparation. At least eight years experience in public 

ii information or joumatism and experience with 

international media is required. Excellent knowledge of 

English and French is needed. 


SAM ENA reload veis arta ra s gae Ny AN UA Afr terete en Neen terrae rere m ar a mana naa a ati a in a ia i anaia a 


UNAIDS, as part of the United Nations common system, 
_offers competitive international salaries, benefits and 
"allowances. Please send application with a 
comprehensive curriculum vitae to: 


_ Manager, Human Resources, 
fe: UNAIDS, | 
n 20 Avenue Appia, 

(CH 1211 Geneva 27, Switzerland. 


M Facsimile: +4122 7914187 
UN IDs Homepage hitp/ www. uficiidis. org 





Closing datet for Dheas i31 March 1998 
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INT ERNATIONAL AIR TRANSPORT ASSOCIATION (IATA 
association for the scheduled airline industry, represents over 260 Membe 
| and provides. a wide range of products & services to airlines, travel ; 
| others in the air transport industry. We invite you to join our dynamic team 


DIRECTOR, BUSINESS DEVELOPMENT T 


The Job 


Reporting to the Senior Director, Products & Services, the appointee will be. - 
expected to drive new business opportunities, turn ideas into new products - 
and services, which generate a revenue stream for IATA and provide economic 
benefits to its customers. You will be required to be innovative and creative in 
your approach to further develop and enhance existing products and services 
while developing and managing good relationship with key partners in joint 
development activities. You may come from any industry background but 
must rapidly gain an understanding of the air transport industry and the 
services that IATA develops to serve the industry. 















The position will be based in one of IATA's main offices located in Geneva, 
Montreal or London. 


The Person 
— The successful candidate should have: 

* University degree desirable; 

10 years proven experience in managing business development projects; the 

abilityto develop comprehensive business plans using technology as a business 

enabler; 

commercial drive; 

strong leadership skills and the ability to motivate a team; 

excellent spoken and written communication skills with ability to clearly 
communicate complex concepts. 















(Remuneration will commensurate with qualifications and experience) 






Interested candidates who meet the above requirements are invited to send an 
application together with a detailed curriculum vitae, current and expected salary, 
by 27 March 1998 to: 






Senior Manager, Human Resources 
Europe, Middle East & Africa 

IATA Geneva 

Route de l'Aéroport 

P.O. Box 416, CH-1215 Geneva-Cointrin 
SWITZERLAND 

Confidential Fax No. 441 22 799 2629 
E-mail: kamarulzas@iata.org 
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IATA 










Sydney 
Opera House 






Chief Executive 


The Sydney Opera House Trust seeks to appoint an outstanding executive to 
become the new General Manager and Chief Executive. 





The Sydney Opera House is the leading centre of the performing arts in 
Australia and the Asia Pacific, and a unique international symbol of Australia. 

 h is managed for the Government of New South Wales by the Sydney Opera 
House Trust, The Chief Executive will be responsible for maintaining. and 
building on the position of the Sydney Opera House as a leader in the cultural 
life of Sydney in particular, and Australia in general, and as a substantial 
contributor to the successful staging in Sydney of the Olympic Games in the 
Year 2000. 


Candidates for this position will have an outstanding record as the leader of a 
team managing a major performing arts centre, entertainment venue, or 
performance arts organisation. The attributes necessary for this position 
include a sound strategic. ability, a strong sense of the need for inclusive 
management, a substantial record of successful commercial management and a 
commitment to ethical practices. 

















An appropriate remuneration package, commensurate with the importance of 
this appointment and the calibre of the person sought, will be negotiated. 
Applications and expressions of interest should be sent to the consultants 
assisting the Sydney Opera House’ "Trust and the New South wake — for E 
the Arts: a 








Condiner King Hever 
Level 28, Chifley Tower 
2 Chifley Square, Sydney NSW 2000, Australia 
Telephone +61 2 9233 4244 Fax: +61 2 9233 3727 | 
E-mail: ekhisyd&onaustralia.com. au 


ea should be sent id Friday, 20 Merch 1998; E 





















. The Inter-American Development Bank, 
- the largest regional multilateral development institution, based in 
Washington, DC, is now reviewing candidates for the position of: 


Attorney 























Provides legal advice.to Bank management, departments, offices, committees, 
and staff in respect of Bank lending operations (loans, technical cooperation, 
small projects), As project counsel, participate im the planning, analysis, 
processing. negotiation, execution, and administration of operational activities; 
I and pega meme the legal documentation involved. 






"REQUIREMENTS: Education: Juris Doctor, LL.B., or equi valent degree from 
c] an accredited law school ina Bank member country; admission to practice law in 
|) atleast one Bank member country, and essential knowledge of both civil and 
^C]. common law are required. Graduate degree in law or related field is preferred. 
5] Experience: At least three years of professional legal experience (at the national 
‘por international level) since earning Juris Doctor degree or equivalent, including 
E .some experience in the practice of transnational law. Languages: Proficiency in 
^E. Spanish and one of the other official languages of the Bank is required (English, 
^d. French, or Portuguese). Working knowledge of French is preferred. Interested 
.]. applicants should send cover letter and resume (in duplicate), by March 27, 
|^ 1998, including salary requirements, to: 


 Jdnter-American Development Bank Stop E0507 
Code: NR-ATTORNEY-OPR-TE 

1300 New York Avenue NW, Washington, DC 20577, USA. 
or FAX oem 623-3014 


“AS a reflection of its commitment to its borrowing member countries, the Bank 
‘may require staff to accept assignments in both country offices and headquarters. 

Only applications which best match the requirements of the position will be 
- acknowledged. The IDB encourages gender equality in its hiring practices. 

































MANAGEMENT OPPORTUNITY 
NIE PRESIDENT of OPERATIONS 






ex .EETEK is an energy ‘efficiency. project design and 
; contracting subsidiary of World Power Technologies, a 
US. company doing business in the Czech Republic. 
. | BETEK is opening an office in Prague and has an 
<| outstanding opportunity for an experienced, energetic 
|] manager to develop and expand the energy efficiency 
- market in the Czech Republic. 












.| TheVice President of Operations will be responsible 
I for staffing and managing the Prague office as well as 
project selection, project evaluation, and project 
implementation for industrial energy efficiency projects 
of $8 - $10 million in size. 

The position requires an individual fluent in Czech and 
English, with a background in engineering, construction 
or business, good management and communication 
skills, preferably an advanced degree in engineering 
or business, and 10 - 18 years of relevant experience, 
with some Western European or U.S. experience 
desirable. EETEK offers a competitive salary and 
benefits package with a performance bonus 
opportunity. EETEK is an EOE. 


Please submit your resume in confidence to: 
EETEK, Personnel Director 

2111 Wilson Boulevard, Suite 323 
Arlington, VA 22201-3001, Fax: 703.351.4495 
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Health Professionals a ud Senior 
Managers to work on major healt 
projets d SE Asia Souths Africa 





from suitably qualified and experienced health 
professionals and senior managers for a wide variety 
of posts which we expect to become available from 
August 1998. 


Posts and areas of expertise incide: 

Senior Technical Directors of Health Systems 
Programmes; Senior Consultants in Financial | 
Management, Planning, Public Health; Consultants i in 
Health Economics, Resource Planning, Human 
Resource Management for Hospitals, Information 
Management, Community Health Systems, Health 
Education and Promotion, Training, Management 
Primary Care. 


professional background and experience and who are: 
able to facilitate change in a democratic and 
consultative manner, flexible on a personal and 
professional level, excellent communicators. 


countries is highly desirable. 

For posts in Latin America, fluent Spanish is 
considered essential.. 

The reward package comprises a highly competitive 
salary plus accommodation and utilities, travel to and 
from post, breather breaks, medical insurance. 

Most contracts are from 2 to 5 years. 

Please apply in writing with an initial expression of _ 
interest (no more than one side of A4 paper) which - 
includes a clear statement of your key abilities and 
your major achievements. 


This should be returned as soon as possible but no 
later than 31 March 1998 to: 


Mark Hepworth, Overseas Appointments Services, 
Bridgewater House, 58 Whitworth Street, Manchester 
M1 6BB, UK. 


We will then send a CV format for completion if we 
wish to take your expression of interest further. Please 
quote reference number 98] N / 002. 

The British Council is committed to a policy of equal 
OPAT EIES 


Toa 
3222229 Council 


The British Council, registered in England asa charity no. 
209131, is the United Kingdom's international network for 
| education, culture and development services, 


(00000000000000000000090€ 


The British Gaeli is seeking expressions of interest. E 















We are seeking individuals who have the appropriate | 


Overseas experience in either developed or developing 














RE NER CUNG TONES 













~ technical advisory pee training serv ices to n and private institution 
world-wide. 


Urgently needed for long term assignments i Vietnam are: | 


















* Public Health Project Managers 
* Public Health Experts: =- | 
* Health Manpower and Training Specialists 


Qualified candidates (post graduate degree) must have: European 
citizenship. 10 to 15 years experience of senior management experience 
conducting international projects, and working pd d the 
Mekong area. 


short term positions in the. fields of: 


"| * Public health planning. and inanaperiént 

..* Health information systems 

.* Healtheconomics — . i 

+: Pension economy and social protection ie 
Hospital management- | ps 

. Health training | x | 
Resettlement and social reintegration 


< curriculum vitae to: 












n SODETEG - y cues 
Mis Rozenn LE ROUX MION’ Dr derbi VALETTE 
Health and Social Development - 
18 Ave, du Maréchal Juin. 92366 MEUDON LA FORET 
(c. cFax:433(0)3945 55 4T (FRANCE) - 
E-Mail: rozenn; de-raux-tüon Casodeteg. ihdtüison fr 





UK and world- wide. 7 





S . private. healthcare. 





uH Services, 








multi-sectorial in ernational : 


Also, in order to face the needs of our expanding activities: in 1 Central | 
and South East Asia, we are looking for senior experts to fill long and | 


` SODE TEG is an Equal: Opportunity Employer. 1 Please forward your : 









c rviews will be held i in the week commencing 30th March 1998. 
f yal Mail is is. an Equal Opportunities Employer. 
Ros nip enel | applicant with disabilities will be shortlisted 


! POSITION ANNOUNCEMENT. P : 
RESE ARCH SCIENTIST: AGRICULTURAL ECONOMI ST : 
. * Ref: RSAE/2/98 | | 


» Géhéra: 


ILRI, a non-profit making research institute carries out research to enhance the role of E. 
livestock i in sustainable agricultural production systems in Africa, Asia and Latin American - 
and the Caribbean regions. ILRI employs approximately 80 Internationally Recruited 
Scientists, 20 Postdoctoral Associates and 800 Programme Support Staff based in the 
Institute's two campuses in Nairobi, Kenya, and Addis Ababa, Ethiopia, and at field sites in 
Niger, Nigeria, Burkina Faso, India, Colombia and Peru. 


The Position: 

ILRI currently has a position for an Agricultural Economist to conduct research which will 
lead to the development of frameworks and methodologies for analysing, quantifying and 
targeting benefits to be derived from technological innovations which integrate crop and 
livestock farming systems across agroecological zones of West Africa. The appointee will 
also play an important role in generating and analysing information that can be used to help 
set research priorities within ILRI, for informing donors and others of the value of [LRI’s 
research activities. 


The successful candidate will lead a multi-disciplinary team of scientists based at the 
international Institute of Tropical Agriculture (IITA) campus at Ibadan, Nigeria. She/he will 
be expected to build strong partnerships for research with IITA and other research 
institutions in West Africa and provide leadership for livestock research within the 


- Ecoregional Programme for the Humid and Sub-Humid Tropics of Sub-Saharan Africa 


(EPHTA); She/he will also be expected to develop research proposals, attract funding from 
the donor community and manage the institutes assets and relationships in the sub-region. 


Qualifications and experience: 
The successful candidate will have a PhD in Agricultural Economics, with a strong 
background i in animal agriculture. Fluency in English is essential and working knowledge of 


French is highly desirable. The successful candidate will have at least 7 years post . 


qualification work experience and a strong record of scientific accomplishments, leadership 


and management 


1 Conditions: 


This is a two-year position with the possibility of extension. Salary and benefits are 


internationally competitive. 
Please send a cover letter, curriculum vitae including telephone, fax and email of three 


referees. to the Human Resources Manager, ILRI, P.O.Box 30709, Nairobi, Kenya; 
Telephone: 254-2-630743; Fax: 254-2.631499: email: TLRI-KENYA @egnet. com. Screening - 
of applications will begin on 31 March, 1998 and will continue until the post is filled. 


http//www.cgiar.org: 80r 
ILRI is an equal opportunity employer 





London 


The Post Office Group, incorporating Royal M Mail, i isa a highly MESA group - [scu 
businesses with a a turnover of more than £5 billion and a track record of success in both the 


E rrp o LX 7 Joining a small team of economists, you will provide macroeconomic briefing 
Chins... Zu aan tp and forecasts, as well as playing a leading role i ina number of key areas including 
: 3€n10r W conomist at least some of the following: Economic modelling, regional economics, 
apud ut g yu " international business environment and UK industry prospects. 

It's essential you have a degree (and ideally a masters) in Economics or a closely related subject. 

0 055. — Inadditien, you'll need a minimum of 3-5 years' ” professional experience, ideally gained in a 
a -£ 3 5k - business environment. Customer focused with the ability to communicate in a relevant, non- 

| — technical way to non-economists is a prerequisite, and you should also be highly numerate 

and fully competent in the use of PCs. 


This is an excellent opportunity to develop. your career in a best practice environment. 
We offer a competitive salary and overall, benefits package including company car and 


sso apply, please seid y your CV. including details of current salary to Carol Miles, Personnel 
21 nd Floor, 148 Old Street, London EC1V 9HQ. 


E Closing. date for applications: 16th March 1998. 
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FREE Country Report subscription 


As a special introduction to Country Reports you can take = 
advantage of a unique offer: order two or more Country Reports 
before March 31st 1998, and you will receive one Country Report 
subscription of your choice free. 


n Order your annual subse 


us | Reports Offer ver March toe fee e on 
E enders for new w screen "This offer 


Order two or more Country Reports and HD a | third Country Reporta gnus subscription free. 





: To ordér y your Country Reports by post, simply tick where indicated (remember to select one free Country Report when you ‘order two or more Reports), complete y your § “personal detai Se 
“choose your payment method and post to: The Economist Intelligence Unit, 25/F Dah Sing Financial Centre, 108 Gloucester Road, Warichai, Hong Kong. Alternatively, you can order by telephone 


(852) 2802 7288/2585 3888, fax on (852) 2802 7638/7720 or by e-mail: hongkong@eiu.com http//www.eiucom 





[3 Hong Kong, Macau 





; a he Economist dntelliéesice Unit Limited. 15 Regent Street. London SWIY 4LR. UK. Registered in England and Wales No. 1762617. Redistered Office: 25 St lames's Street. ‘Londo SWIA 1HG. 


Ci New Zealand 


[i Philippines 0 Vietnam | 





Agia "di ] India, Nepal (J Pacific Islands: Fiji, d Singapore Personal details L3 t enclos heque for US$ 

C1 Australia C] indonesia New Caledonia, Samoa, th Korea, North Ko ‘ne ecce in i, 

a Eye Sick Chak Jugo. E m ea, No E Please attach your business card or (payable to The Economist Group (Asia/Pacific) Ltd) 

n ins gu TER t] Malaysia, Brunei Vanuatu, Other DT i X complete the following. | l E 
MIRONA, A0 YEA; Prune Cj Pakistan, Afghanistan U Taiwan p. E [C] 1 am paying by telegraphic transfer to: 

LJ China, Mongolia L3 Myanmar (Burma) [1 Papua New Guinea Cj Thailand | (Dr/Mr/Mrs/Ms) Initials: Chase Manhattan Bank N.A.G/F ! 


Alexandra House, Des Voeux Road, 5 


a Surname: 
Africa Latin America Cl tran CI Estonia b title: Central, Hong Kong. 
C) Angola a Ed er CJ European Union Jue A/C No. 68-39-05838-2, A/C Name: 
: ntina [.] Israel, The Occupi CJ Finland i 
ee CACHED G Bermuda, Bahamas, Territories C3 France Company: The Economist Group 
C) Congo (Brazzaville) RUM Oh ohare x E C] Georgia, Armenia add (Asia/Pacific) Limited. 
"m j PARE: es, ' uwadi [3 Germany TESS: 
x Maps & Ae í Turks & ehh Islands, C1 Lebanon CO Greece | (Please enclose a copy of your telegraphic 
unea-Bissau, Cape Verde —— Cayman tslands L1 Libya H For instructi 
CJ Cóte d'ivoire, Mali British Virgin Islands [7 Morocco FILMS i ii 
0 Ethiopia, Eritrea, Somalia, {2 Bolivia LI Oman 7 ; "E 
Djibouti E ia cim (3 Saudi Arabia E euh Postcode: [ ] Please charge US$ to mys ux 
r ; ; ile LJ Sudan QUNM 
m dis Equatorial Guinea a Colombia E) Syria E re Republic, Tajikistan Country: American Express C) MasterCard C] Visa £1: oe 
e ME . LJ Costa Rica L1 Tunisia : vU 
LJ Guinea, Sterra Leone, L] Cuba, Dominican [1 United Arab Emirates = eee : Nature of business: 
Liberia Republic, Haiti, Puerto Rico ©) Yemen G Neth a Account No. 
(J Kenya CJ Ecuador = panas Tel: 
[3 Mauritius, Madagascar, [3 Guatemala, Ei Salvador North America Norway t Signature: 
Seychelles C3 Jamaica, Belize, Windward L] Canada z Din Fax: i 
CI Mozambique, Malawi D ED UM islands EIVA [3 Romania i Card ire d 
£J Namibia, Swaziland Ci Nicaragua, Honduras Rurope & the — C] Russia Email: rd expiry date 
Be. Burkina Faso - ini uei Soviet Union Ee (J I prefer not to receive promotiona 
igeria ni nia ve ; 
i} Senegal, The Gambia, C] Trinidad and Tobago, [3 Austria. (1 Spain Payment method mailings from other companies, 
Mauritania Guyana, Suriname C] Azerbaijan suat d Price per subscription is US$405 less 10% x 
C South Africa ees ees s ien jouet " E Turkey an discount for orders of US$2,000 or more. 
© Tanzania, Comoros C Bosnia and Hercegovina — C Turkmenistan Higher discounts apply for bulk orders; 
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WHEN THE TOUGH GET GOING. 


Looking for clear directions for your international employee benefit 
plans? Swiss Life is the way to go for coordinated global programs and 
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Indecisive India 


NOTHER poll, another coalition, an- 
other set of rogues and incompetents to 
misgovern India. It is hard not to be cynical 
about the latest election in the world’s biggest 
democracy. It has produced no outright win- 
ner, settled no single issue, and promises nei- 
ther communal harmony nor governmental 
stability. Yet only rarely do elections any- 
where provide definitive answers. India’s 
was never likely to be one of those. At least, 
amid the heat and dust, some shapes can now 
be better discerned. They are not all ugly. 

One is the shape of the Bharatiya Janata 
Party. The BJP was the winner of this election, 
though even with its pre-poll allies it did not 
secure enough seats to give it an outright majority in the lower 
house of Parliament (see page 31). That should be a relief to 
everyone who believes in the secular values on which India is 
based. The BJP is a Hindu-nationalist party, unashamedly 
hostile to the country’s 120m Muslims and to other minor- 
ities. It surged to prominence in the late 1980s by campaign- 
ing to build a temple at Ayodhya, on the site of a 400-year-old 
mosque that desecrated, it said, the birthplace of the Hindu 
god, Lord Ram. Zealots duly destroyed the mosque in 1992, 
setting offa round of slaughter in which thousands of people, 
mostly Muslims, died. 

The BjP is undeniably ugly, yet less so than it was. It still 
wants a temple built at Ayodhya, and it still preaches swa- 
deshi (economic nationalism). But its appeal, at least to edu- 
cated Indians, probably lies less in its chauvinism than in its 
claim, a reasonable one, to be less predatory and corrupt than 
Congress, the party that has governed India for 45 of the past 
50 years. Moreover, the BJP now seems to believe that extrem- 
ism does not win votes. With the relatively liberal A.B. Vaj- 
payee as its would-be prime minister, it seeks to project a 
more moderate image, pointing to its half-dozen Muslim 
candidates and to the comparatively benign Hindu-Muslim 
relations to be found in the states where it holds power. In 
office, a BJP government would certainly seek to promote In- 
dian industry—and to keep out culturally dubious fried 
chicken and hamburgers from abroad—but the party has tem- 
pered its opposition to foreign investment, at least in the im- 
portant parts of the economy such as infrastructure. 

More worrying is the prospect of India pressing ahead 
with its nuclear-weapons programme. This could prove to be 
the one pledge in its manifesto that the BjP would honour 
without compromise, partly because it believes that by 
openly going nuclear India would become an unignorable 
player on the world stage, partly because the policy would 
arouse little opposition at home. It would, however, arouse 
considerable opposition abroad. China would be sharply dis- 
approving. America would also be stern, invoking sanctions 
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if a nuclear device were tested and thus stop- 
ping the flow of American aid and perhaps 
even aid from the World Bank and the IMF. 
Pakistan would go ballistic, literally. For a 
country that should be looking for friends, 
not enemies, in a world increasingly charac- 
terised by regional clubs and groupings, it is 
hard to think of a more foolish policy. 

It is far from certain, however, that the BJP 
will attain power, or manage to hang on to it, 
even in coalition. The alternative would be a 
government of Congress and a collection of 
smaller parties. The shape of such an outfit 
would be a ragbag, bulging with ill-assorted 
lumps, trailing loose ends and ever in danger 
of falling apart. Would it be manipulated by Sonia Gandhi, 
the widow of Rajiv, the former prime minister murdered in 
1991? Her decision to campaign in this election, and to do so 
with her children conspicuously at hand, undoubtedly gave a 
lift to party morale. But its effect on the voters was more 
ambiguous, leaving unanswered the question of whether In- 
dia really wants to continue with dynastic politics. 


Dynasties don’t breed dynamism 

If it does, the outlook is bleak. Mrs Gandhi may have a magic 
name, but she has no magic ideas and few practical ones ei- 
ther. Congress is the party that allowed India, despite the 
manifest talents and enterprise of its people, to languish for 
so long in economic backwardness. Under the Gandhis, Con- 
gress became a party of thieves and sycophants, though in a 
brief moment of national economic desperation after 1991 it 
started to liberalise the economy. Many in the party blamed 
the post-1991 reforms for its defeat in the 1966 election. Fortu- 
nately, Congress now seems less hostile to economic reform, 
though few realise how badly and how fast it is needed. 

The evidence for this is the way Congress’s candidates, 
and indeed their rivals, treated the issue of East Asia’s eco- 
nomic turmoil in the campaign. For most of those who men- 
tioned it at all—few did—their neighbours’ troubles showed 
only the wisdom of an unconvertible currency and, with 
greater reason, of denominating debts in rupees, not dollars: 
no need for India to change. Yet before long the humbled East 
Asians will be back in business with leaner companies and 
cheaper currencies, grabbing investment that might other- 
wise go to India and invading export markets that India 
might otherwise exploit. Meanwhile, the Indians, no matter 
who holds power in Delhi, will be only slowly unwinding the 
web of rules and permits with which they are still trussed. 

In recent years, Indian politics has been breaking up, as 
Congress's decline has enabled smaller parties based on caste, 
region and religion to spring up. This has not been all bad. 
The country has not, despite fears, fallen apart; new ideas 
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me, I rii bring you faster growth." Most said, a forn me, T i | 


give you more subsidies,” just like India's other politicians. 
Many smaller parties were losers this time, though allies of 


l rU widely tebüked. Yet competion among the states mains | 
the best hope for promoting change. When that begins to. 


emerge, Indians may claim that their treasured democracy is 
at last beginning to work for them. It is not happening yet. 








b Contrary to popular opinion, America's health- -care system has changed 
for the better i in recent years. Now it needs to change a bit more 


MERICAN medical technology is the best on earth, but its 
health-care system is the most wasteful. Americans 


8. spend roughly twice as much on doctors, drugs and snazzy 


. brain scanners as Europeans, but live no longer. In contrast to 
. the all-inclusiveness of other countries’ socialised medical 

. Services, 40m Americans have no coverage at all. Chinese 

- children are more likely to be vaccinated against disease than 

_ Americans, despite the fact that health spending per head in 

- the United States is about 150 times higher. The government, 

.many Americans agree, should do something. Sadly, most of 
_their politicians have misdiagnosed the ailment and are pro- 

“posing a battery of quack remedies. 

_ Bill Clinton seems to believe that the problem is not 
waste, but frugality. Yet again he has caught the popular 
mood: many voters fear that the “managed care" firms which 
have all but taken over America's health-insurance industry 
in the past few years have grown rich by denying treatment to 
defenceless arthritic grandmothers and children with leukae- 

. mia. Mr Clinton's “Bill of Rights" for patients, to be unveiled 
< this month, aims to make them more generous. In bashing 
= HMOs(health-maintenance organisations, the most common 
. type of managed-care firm), the president is following the 

. lead of state legislatures, 40 of which have passed laws seek- 

. ingtomicro-manage health insurance. 

x Who could disagree? Who could be against banning 
. “drive-through deliveries”, the practice of booting mothers 

_ out of hospital within a few hours of giving birth? Who could 

^ condone “gag clauses”, which prevent a doctor employed by 
 àn HMO from telling patients about costly drugs or opera- 

tions which HMO accountants are unwilling to pay for? Who, 
after reading all the headlines about managed-care firms’ 
penny-pinching, could quarrel with Mr Clinton’s plan to set 
out “minimum standards” of treatment for various illnesses, 








.. and compel insurers to pay for them? 


HMOs are hugely unpopular, so Mr Clinton is politically 
^ astute to attack them. But he is wrong. The evidence shows 
|. that managed care has curbed medical inflation without 
compromising the quality of care (see pages 21-24). The trou- 
. .bleis, amos’ drawbacks are more visible than their benefits. 
"Under the old fee-for-service system, insured Americans 
- -could demand almost any treatment they wanted, with little 
. regard for cost or efficacy. Under managed care, they cannot. 

Understandably, they resent this. What they fail to see is that 
without the savings brought by HMOs, they might by now 
have no insurance at all. Before managed care came on to the 
scene, premiums were rising so steeply that smaller employ- 
ers had begun to drop health coverage altogether. Many of the 
ones that retained j it cut pay instead. - 
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Mr Clinton's latest stab at health reform is essentially a 
watered-down version ofthe disastrous plan his wife devised 
in 1994 to have the government take over the whole sector. 


. His new proposals, combined with state-level meddling, will 
have three bad results. First, since medicine advances too fast 
 forany politician to keep up, the reformers will cast in stone a 

-. set of standards that will be out of date before they are even 


passed into law. Second, they will discourage innovation. 


Ruling that, say, a man with prostate cancer must be offered 


surgery discourages doctors from developing non-surgical al- 
ternatives that may be more effective and less painful. Fixing 
the number of days that a patient should stay in hospital after 
a hip replacement discourages the development of tech- 
niques to get him up and walking sooner. Third, they will 
push up premiums. Some firms will respond by ceasing to 
provide health insurance for their staff. Others will compen- 
sate for increased benefits bills by squeezing wages. Either 
way, ordinary workers, whom health mandates were de- | 
signed to help, will suffer. 


A modest proposal 


Rather than imposing rules, it would be better to stimulate 
competition. The place to start is the tax code. Currently, 
health benefits provided by employers are tax-free; insurance 
taken out in any other way is not (although the 20m self-em- 
ployed get a partial deduction). This anomaly dates back to 
the 1940s, when it provided a loophole to let firms reward 
staff without violating the wartime wage freeze. Now, its effect 
is to force workers to accept whatever health packages their 
employers offer. A typical American earning $25,000 a year 
and receiving $2,000 worth of health insurance from. his 
company would have to pay an extra $500 if he tried to buy 
the insurance himself. This reduces choice: half of insured 
workers report that their employers contract with only one 
health plan. And since insurers are answerable to employers, 
rather than to the people who actually enjoy or endure their 
services, their incentives are skewed. 

HMOs have made admirable efforts to cut costs (so deeply 
in some cases that they have seriously offended Wall Street). 
This pleases the payers. But they have not made such a good 
job of providing prompt, convenient and ungrudging service 
to their patients. Equalising the tax code, so that people could . 
get similarly tax-deductible health insurance as individuals 
or through their unions, churches or whatever, would force. 
HMOs to compete as fiercely on quality as on price. A more 
market-friendly approach offers no panacea for America’s 
health-care system—but it would bea useful shot in the arm. 





Chancellor Schróder? 


Gerhard Schroder could be the man to shake Germany out of its 


current lethargy. But there is an alternative invigorator 


O HELMUT KOHL at last has a serious challenger. Serious, 

that is, in the sense that Gerhard Schroder, whom the So- 
cial Democrats have chosen to oppose him in Germany's gen- 
eral election at the end of September, is the man best placed 
to beat him. Mr Schroder may be serious, too, in that he seems 
to have the personality, the energy and perhaps even the vi- 
sion to shake Germany out of its current fin-de-régne lethargy 
and shove it in the direction of drastic reform. Hail, then, to 
Germany's new saviour? 

Not yet. For sure, Mr Schroder has many attributes. For 
one thing, he is not Oskar Lafontaine, the man the Social 
Democratic Party faithful wanted to pit against Mr Kohl—un- 
til Mr Schroder did so well in winning re-election last week- 
end as premier of Lower Saxony that he had to be given his 
head as "chancellor-candidate" (see pages 59-60). To be fair, 
Mr Lafontaine, worthy left-winger of the old school that he is, 
would also have had a good chance oftoppling Mr Kohl. With 
nearly 5m Germans out of work, and few signs of the figure 
coming down fast within the year, almost any Social Demo- 
crat would have a good chance of that. But Mr Lafontaine has 
never looked like the man to reinvigorate Germany. 

Mr Schroder, by contrast, cuts a livelier, more plausible 
figure. He counts himself a man of change, a tough guy, a prag- 
matist on the business-minded centre-left. A strong-jawed 
populist who excels on television, he casts himself as a cross 
between Bill Clinton and Tony Blair. At 53, he is younger than 
Mr Kohl by 14 years. But how looks his actual record? And 
does he have a proper plan for Germany? 

In Lower Saxony, which he has run since 1990, his rhetoric 
has been better than his record. He promised, when last 
elected in 1994, to create jobs—but has not done so. He has 
failed on other counts too. His last big action before the week- 
end poll was to court popularity by pumping taxpayers’ 
money into a large, troubled steel company. It is hard to say 
how much his handsome victory was due to his own accom- 
plishments and how much to voters’ desire to produce a re- 
sult most likely to lead to the unseating of Mr Kohl. 

Mr Schroder, who sits on the supervisory board of Volks- 
wagen and likes Cuban cigars, is cosy with businessmen and 
makes the right noises about reforming welfare and taxes. But 
his pronouncements often veer between populism, pragma- 
tism and sheer opportunism. When Mr Kohl was struggling 
to enact a sensible new tax system, Mr Schroder, for partisan 
reasons, was unhelpful. He has sniped at the plan for Europe's 
single currency, but, now that its arrival seems inevitable, he 
has changed tone again. He has presented few if any propos- 
als that have gone much beyond the vague. And, if he is to win 
in September, much will depend on how Mr Schróder, fam- 
ously not a team player, handles his fellow Social Demo- 
crats—including the still powerful Mr Lafontaine. 

A draft manifesto leaked by the Social Democrats this 
week was a mixed bag of sensible, woolly and silly ideas. It 
proposes, among other things, tax cuts, especially for the low- 
paid: fair enough. But it also says, foolishly, that it will roll 
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back reforms on pensions, dismissal of workers, sick pay and 
casual labour. If Mr Schroder is to be a credible candidate, he 
will have to foster many more of the good ideas, and junk 
even more of the bad cnes. He will need as few impediments 
as possible once Mr Kohl starts bearing down on him, chal- 
lenging his reliability and sincerity. 

In any event, do not write off Mr Kohl as a campaigner, 
however far behind the pollsters put him today. As the unifier 
of Germany, he is a historic figure. He has just about launched 
Europe's single currency. Only his own imposing stature, he 
reckons, can keep Germany ensconced within a growing Eu- 
rope and harness what is still the continent's economic pow- 
erhouse to the promotion of peace and goodwill. 


Old solutions won't work 


Still, Mr Kohl is passé. Obsessed with his European vision, he 
has become fuzzier about his erstwhile aim of political union, 
while failing to attend to Germany's economic defects when 
the going was good. He is out of ideas. Even at this late stage, it 
might be better both for Germany and for the Christian Dem- 
ocrats were Mr Kohl's anointed heir, Wolfgang Schäuble, to 
run instead against Mr Schroder. Mr Schauble (see page 61) is 
a deeper thinker, an able administrator and still, if opinion 
polls are to be believed, Germany’s most popular politician— 
alongside Mr Schroder. He clearly understands what kind of 
structural changes are needed to free the economy, cut red 
tape, and reform taxes, welfare, health and pensions. 

The trouble, of course, is that even if the Christian Demo- 
crats, whoever led them, were to squeak home again, they 
would still be hobbled by the same paralysing array of coali- 
tions on either side of the argument about reform. Hence the 
talk of a “grand coalition” of left and right. But that, too, con- 
jures up the spectre of politics driven by the lowest common 
denominator—the precise reverse of what is needed. 

A grand coalition might at least agree to improve the elec- 
toral and federal systems to make German democracy more 
responsive to crises and less prone to manipulation by small 
parties. The electoral system gives disproportionate power to 
minor partners in government. The federal system gives too 
much blocking power to the states. Germany's post-war con- 
stitution was, indeed, designed to safeguard its democracy 
with bundles of checks and balances to get government by 
consensus. The unfortunate result, these days, is that it 
cramps the prospect of radical reform. 

A new Schauble-Schroder era may change that. However 
reluctant a grand coalition might be about tackling economic 
reform, it would be well placed to break Germany’s govern- 
mental gridlock. There are doubts aplenty about this new era: 
Mr Schroder is an unknown quantity, while Mr Schauble will 
almost certainly have to wait until after the election for his 
chance. But however it is done, it is time for the Kohl era to 
end. Germany needs to adapt its system of government—and 
beckon a new brand of leader. 
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|. The West must get tougher with Slobodan Milosevic 






























T HAS finally happened. Serbia's repression of Kosovo, 
which predictably drove some members of its Albanian 
majority to violence, has now led to the predictable crack- 
down. Over the weekend Serbian police, more akin to mafiosi 
than to guardians of law and order, killed at least 25 Albanian 
“terrorists” (at least one of them pregnant) after two of their 
: number were allegedly killed by separatist guerrillas. Police 
then met a peaceful protest with tear-gas and beatings. 
The West saw this coming. Its strategy to avert an explo- 
_ sion has been to push Slobodan Milosevic, Serbia's authori- 
 tarian leader, to offer the province autonomy and to with- 
_ hold financial assistance until he does so. Kosovo's moderate 
. leaders were told to forget about independence and to negoti- 
ate instead for more rights and better treatment within Yugo- 
. slavia, the federal state dominated by Serbia. EE 
_ . These western nostrums are now starting to seem quaint. 
Just days before Mr Milosevic bashed Kosovo, America re- 
warded him for good behaviour towards Bosnia by easing 
slightly the “outer wall” of sanctions that deny Yugoslavia ac- 
- cess to foreign capital. With every cracked skull, western 
hopes that “dialogue” and “confidence-building measures" 
might keep Kosovo willingly within Yugoslavia grow fainter. 
- Ifdialogue is to have any chance, the first priority must be 
to end the violence. The West, it must be said, cannot do 
much. It can make clear to Mr Milosevic that to attack inno- 
. cent people and call it fighting terrorism is intolerable. It can 
_ back that up by carrying out its threats to tighten sanctions. 
Mr Milosevic could retaliate, for example by stirring up trou- 
ble again in Bosnia's Serb Republic. But without the threat of 
tighter sanctions western policy has no teeth. The West 


OVERNMENTS are schizophrenic about the Internet. 
3 -Most are genuinely excited by its phenomenal growth 
P and the opportunities it offers both to business and educa- 
^. tion. They also sense that any country attempting to hold it 
~~ back risks looking foolish and technophobic. On the other 
- hand, they find the Internet's libertarian culture and con- 
tempt for national borders subversive and frankly terrifying. 
Although much of the popular demand for Internet regula- 
. tion comes from the ease with which it allows the distribu- 
-tion of pernicious content, a much more important debate 
p about the future of the wired world is hotting up. 

argument is about the seemingly arcane subject of 

ay. The dilemma for governments is whether to 

put the demands of crime-fighting before those of protecting 
the privacy of businesses and individuals. In the United 
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Privacy on the Internet 


Plans to control encryption software are futile and misguided 


should also give clear backing to Ibrahim Rugova, the moder- 
ate president of Kosovo's (unrecognised) republic, who still 
looks set to win the election due on March 22nd. 

The West's second task is containment. Albania's new gov- 
ernment is saying that it cannot stand aloof while fellow Al- . 
banians are slaughtered in Kosovo. A bigger threat to regional 
peace, however, is instability in Macedonia, whose large and 
restive Albanian population may be inflamed by the turmoil 
on its northern border. If Macedonia breaks up, Bulgaria, Ser- 
bia, Albania and even Greece could be drawn into a struggle 
over the remnants. A southern version of ex-Yugoslavia's four- 
year war is unlikely, but not impossible. 

International action can lengthen the odds. A 700-man 
UN operation in Macedonia, designed to contain exactly the 
sort of conflict now brewing in Kosovo, is due to be with- 
drawn this summer. It should be replaced, perhaps by a 
NATO-led force. And Macedonia’s government should be 
pressed to conciliate its Albanian-speaking population. The 
western powers that are shoring up Albania's economy 
should use their clout to keep it out of the conflict. But if the 
current repression of Kosovars becomes ethnic slaughter, the 
West cannot stand by. It might then have to consider military 
reprisals against Mr Milosevic's regime. 

It may not come to that. Kosovo could return to its former 
state of suppressed rage punctuated by weekly assassinations. 
Even so, a Rubicon may have been crossed: it is now all but 
impossible to see Albanians staying happily in Yugoslavia. By 
treating them as enemies rather than compatriots, Mr Milos- 
evic has come close to forfeiting his country's ancient claim to 
Kosovo. It could take years of strife for that to sink in. 








States this week, a coalition of E RUE heavy- 
weights, civil-liberty gadflies, politicians from both main par- 
ties and some of Washington's toughest lobbyists announced 
the formation of Americans for Computer Privacy. The inten- 
tion of this new alliance is to make the fight against the ad- 
ministration's policy on cryptography a populist issue and to 
derail potentially threatening legislation. In Britain too, cam- 
paigners fear that Labour in office plans to reverse the liberal 
approach to encryption it advocated in opposition. | 
America already imposes controls. over the ‘export of. 
encryption technology. These have almost certainly hurt 
American software firms more than the wicked foreigners | 
they are aimed at. Some legislators, supported by the Whit 
roie now want to sd further. 1 Two bills before — 
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forcement agencies. Powerful. widely available 
encryption software, the lasand order ‘abby à argues, lets 
- criminals and terrorists communicate over the Internet with 
complete security. Without the ability to tap into their files, 
heinous crimes will go undetected. Rather than having the 
right to snoop indiscriminately, it is suggested, keys could be 
held in escrow by “trusted third parties” and only made avail- 
able by court order. 

Reasonable though this sounds, the results would be al- 
most wholly malign. Confidence in encryption is essential 
for both Internet commerce and the protection of individual 
privacy. If businesses believe that confidential documents 


«c sent over the Internet can be hacked into, they won't send. 
- them. If credit-card transactions can be easily intercepted, 


: .. goods will not be purchased. If e-mails that individuals wish 
. to keep private can be electronically steamed open, they will 


Situation normal 


| J apan’s government is again backpedalling on financial deregulation 


OKYO'S Big Bang of financial-sector reform is supposed 

to start on April 1st. Yet between now and close of business 
on March 31st, the government will be doing its best to rig the 
country's stockmarket so that the Nikkei index ends the finan- 
cial year above 18,000. Financial deregulation was meant to 
drive Japan—in the words of Ryutaro Hashimoto, the prime 
minister—towards "free, fair and global" markets. Its continu- 
ing efforts to fix the stockmarket suggest that the government 
.. does not yet understand these terms. 
. A Fear lies behind the government's reluctance to lend sub- 
- stance to its fine words on deregulation. Last November two 
i big Japanese financial firms collapsed: Yamaichi (the coun- 
| try's fourth-largest stockbroker) and Hokkaido Takushoku, a 
commercial bank. Confidence was evaporating. Wisely, the 
Bank of Japan responded by supplying liquidity to the bank- 


- ing system—but both it and the finance ministry also did — 


„something much less wise. Rather than seize the opportunity 

“to close insolvent banks, they chose to prop up all the big 
. ones, regardless. They will surely regret it. By keeping the 
worst in business, they avoided the pain of closures, but at the 
cost of condemning better banks to meagre profits for years. 
5^ The authorities are also desperate to stimulate bank 
< credit. Companies find banks less willing to lend than before. 
|. If banks felt fitter, the argument goes, they would lend, and 
^. companies would invest, more freely. This is probably wrong 

' too. As the economy slows, banks are rightly worried about 
their borrowers' health. For their part, many firms have no 
| desire to borrow more; the weak economy has led them to 
.scale back investments. However, the flawed logic suggested a 
bogus solution: bolster banks’ capital by fair means and foul. 


. Public cash is. one way. Even healthy banks have been arm- 


— twisted into accepting taxpayers’ money so that weaker rivals 

would not stand out for doing so. This week all 21 of Japan's 
for identical sums of public cash, 
though the amount aue! will get has shrivelled from the 
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parties could be trusted or that law-enforcement agencies 
would not abuse their new powers as they have done old. 
ones, such as phone-tapping? 


Join the club 


It is easy to see why some governments are yielding to pres- 
sure from their police forces. Keen though politicians are to be 
seen encouraging the Internet, they are even keener not to be 
tagged “soft on crime". They should reflect on two points. 
First, whatever they do, though harmful to the law-abiding, 


. will be countered anyway by well-resourced criminals—the 


encryption genie is out of the bottle. Second, the list of coun- 
tries where strong domestic controls on cryptography are al- 
ready in place is Belarus, China, Israel, Pakistan, Russia and 
Singapore. Is that a club they really want to join? 





Y30 trillion ($237 billion) first mooted to just Y2 trillion. 

That the authorities, it now transpires, are prepared to^ 
spend so little is probably why they have been keen to gerry- 
mander so much elsewhere. They have let banks manipulate 
their accounting so that they can show their holdings of land _ 
and securities in the best light. They have delayed, for a year at 
least, the implementation of "prompt corrective action", un- 
der which banks whose capital falls below a certain level 
would be forced to restructure. And they have done all they 
could to boost the stockmarket, for Japanese banks can count 
profits on shares towards their capital—which explains the 
struggle to get the Nikkei back above 18,000, its level of March 
1997, by the end of the month. The latest wheeze to this end, 
suggested by Taku Yamasaki, in charge of economic policy in 
the ruling Liberal Democratic Party, is to use money from the 
postal-savings system. 


Introduction to finance 
Tokyo’s mandarins thought that financial deregulation 
would be a relatively painless exercise. Now they realise that 
this is not so. Swift financial deregulation will increase bank- 
ruptcies and unemployment, both of which are already at 
record highs. Difficult as it is for politicians to accept, both are 
necessary. Only by allowing banks and companies that 
squander money to fail will capital be efficiently allocated 
and returns for savers rise. It is largely because Japan’s finan- 
cial system has kept even the worst companies in business 
that returns for investors have been so pitiful. | 
Some aspects of financial deregulation are still on track. 
The barriers separating the various bits of the financial sys- 
tem will be dismantled over the next few years, giving savers 
more choice. That is good, But the government still fails to see 
that it can prop up the banks and the stockmarket, or else it 


can create an efficient financial Sys It cannot do both. 
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a ged. ‘health-care industry is 
<A one of America’s newest, largest and 
: most reviled. Ten years ago, firms that tried 
~ to curb health costs by rationalising and ra- 
tioning treatment were a little Californian 

ad. Now, they cover roughly 160m people. 
^ AS. managed-care companies continue to 
: squeeze out traditional health insurance, 
. doctors are fuming at their loss of income, 
atients are livid at restrictions on the treat- 
men they can receive, and politicians are 

















rdest. More than 1,000 bills seeki ng to 
aa abuses by medical pe 









ssion set up by President Bill Clinton: is 
oected to recommend that a “Patients’ 
ill of Rights” be passed, making it illegal 
- forinsurers to deny their charges any one of 
` along list of services. 7 
.. This sort of law is popular because 
health-maintenance organisations (the 
term commonly used for managed-care 
. providers, HMOs for short) are not. Survey 
after survey shows that most Americans 
-fear that managed-care firms care more 
about money than medicine. The popular 
. viewis that HMOs make their money by de- 
nying potentially life-saving surgery to sick 
- children, and then award their managers 
-seven-figure bonuses. In American bars you 
‘hear jokes like this: 











Q: How can you tell that a death certificate was 
filled out by an nmo doctor? | 
A: He signs his name under “cause of death". 


Yet most of this opprobrium is misplaced. 
Managed-care firms have their faults, to be 
sure, but the fact remains that thanks to 
HMOs America’s health-care system works 
better than it used to. The advantages of 
managed care outweigh the drawbacks. 

. Before the managed-care revolution 
came to America, medical costs were swell- 
ing out of control. They are still high by 

world standards, but the pace of inflation 
has been drastically curbed—and this has 

_ been achieved without a measurable drop 

an the quality of care. In some respects, 
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ie HMO has revolutionised America's 
ay ways, the new regime is a great suc- 
tients seem to hate it 


HMOs look after their mem- 
bers better than old-style in- 
surance ever did. The shift 
from. traditional indemnity 
coverage to managed care is 
arguably the most important 
development in America’s 
health-care system since the 
invention of health insur- 
ance. The best HMOs have de- 
vised techniques for allocating resources 
and measuring outcomes that the rest of 
the world would do well to study. 


The origins of managed care 


The first big managed-care organisation, 
Kaiser Permanente, was founded in 1945. 
Henry Kaiser, a Californian industrialist, 
was looking for a way to keep the employ- 
ees at his construction firm healthy. His 
idea was to contract with a group of doctors 
to look after his builders, in return for a flat 
fee per head. This gave the physicians an in- 
centive to provide cheap preventive care to 
ward off future sickness. The programme 
was such a success that it grew into what is 
now the second largest non-profit HMO, 
with 9m members. 

Kaiser's ideas took a long time to catch 
on. As recently as 1990, over 90% of Ameri- 
cans with jobs that provided health cover- 
age still received traditional, fee-for-service 
insurance: if they fell ill, they went to the 
doctor, and passed the cost on to the in- 
surer. The more consultations, tests and op- 
erations the doctors performed, the more 
they earned. This gave them an incentive to 
order batteries of unnecessary tests, over- 
prescribe pills to the point where drug-re- 
sistant bacteria flourished, and perform in- 
vasive surgery when doing nothing might 
have been more prudent. Medical costs 
soared, with insurance premiums rising 
13.6% a year between 1988 and 1992. Doc- 
tors bought BMws, and employers found it 


increasingly hard to pay for their workers’ 


health coverage. 

Two possible solutions were offered. Mr 
Clinton recruited his wife to propose a 
comprehensive reform. She called for a 





































monstrously complex system to bring the 
entire medical industry under the govern- 
ment's wing, enforcing low costs, high qual- 
ity and universal access by presidential fiat. 
Attacked from all sides, the idea was aban- 
doned.A number ofentrepreneurs decided 
that the alternative was managed care—the 
Kaiser model or some variant of it. i 
Attracted by significantly lower prices, 
employers rapidly switched. By 1996, three- 
quarters of workers with insurance were t 
an HMO or some other kind of managed 
care plan. Of the remaining quarter, mos 
were in schemes that contained element 
of managed care—such as the requiremi 
that, to be sure of reimbursement, patients 
obzain the insurer's permission before un 
dergoing an expensive operation. Today 
just 3% of insured Americans remain in 
"unmanaged" fee-for-service plans. z 
From its earliest days, managed care ` 
has upset traditionally minded doctors. — 
When the first for-profit HMOs appeared 
on the west coast, several states tried to ban 
them. In New Jersey last year, several hun- 
dred doctors tried to unionise to fight the 
HMO menace. Most HMO foes argue that 
managed care, by allowing managers to ~ 
second-guess or overrule the verdicts of = 
medical professionals, puts lives at risk. An- 
ecdotes of dangerous parsimony are not : 
hard to come by. A few examples: | 
* A girl was born with retinopathy, an eye- 
disorder that is usually correctable if. 
treated in time. Her family’s nmo stalled 
for eight weeks before referring her to a s p e 
cialist. She is now blind. p 
e A Californian housewife complain: ne 
her doctor of abdominal pains and 
bleeding. For three months, she was d 














eferral to a sede. When she finally 







cer. She died at the age of 34. Her husband 
sued the medical group involved and was 
awarded $3m, later reduced to $700,000. 

: A teacher from California was diagnosed 
with breast cancer. Her doctor ordered a 
bone-marrow transplant. HealthNet, her 
HMO, refused to pay on the ground that the 
treatment was "experimental". Her univer- 
sity paid for it, but she died anyway. Her 
husband sued HealthNet for breaching its 
contract and won $1.2 m. 





For and against 


Terrible mistakes are going to be made un- 
der any system of medical care. The ques- 
tion is whether they happen more often un- 
der managed care than under other 
schemes. On the face of it, because of the 
emphasis that managed care places on 
economy, you might expect it to provide 
worse treatment, albeit cheaper. Nearly all 
. Americans seem convinced of this. Yet the 
evidence suggests that, overall, the HMO 
- revolution has not only saved a fortune 
(thus helping to keep America's health-care 
arrangements affordable), but has done so 
while maintaining and sometimes im- 
proving upon previous medical standards. 
Managed care cuts costs in several ways. 
First, big HMOs have the bargaining power 
to squeeze discounts from their suppliers, 
whether hospitals, drug firms or doctors. 
All three have long been dearer in America 
than anywhere else in the world—doctors' 
fees ruinously so. Second, they have cut the 
number of unnecessary tests, operations 
and days spent expensively languishing in 
hospital. Third, they focus more on preven- 
. tive care, which may save money in the 
— Jong run. Fourth, they make better use of in- 
formation technology to crunch reams of 
data about patients in order to discover 
_ which treatments work best and which are 
— the most cost-effective. 

-^.. An analysis published in the Journal of 
. the American Medical Association in 1994 
< showed that HMOs reduce hospital stays by 
“> 30% (although HMO members are slightly 
~~ more likely to visit their doctors). A study of 
': firms with more than 200 employees by 
" KPMG, à consultancy, found that as man- 
aged-care enrolment soared between 1992 
and 1996, inflation in health-care premi- 
ums fell from 10.8% a year to 0.5%. Accord- 
ing to a Lewin Group study sponsored by 
_. the American Association of Health Plans 
< "(an HMO lobbying group), the total savings 
attributable to managed care in 1996 were 
between $23.8 billion and $37.4 billion. 
These: savings are enjoyed by employers, 
. who save money on benefits payments; by 
workers, who receive a substantial chunk of 

_ the savings in the form of higher wages; 
and by taxpayers, who pay less for benefi- 
e (the government health 
scheme for the elderly and disabled) who 
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aw one, she was diagnosed with colon can- — 


measure than money. It is impossible, for 
example, to demonstrate a link between 
health-care delivery and life expectancy, be- 
cause factors such as diet, exercise and 


smoking are much more important than 


the number of costly gadgets in hospitals. 


But according to the National Committee 


for Quality Assurance (NCQA), an indepen- 
dent accreditation agency, the average 
HMO does better than traditional fee-for- 
service medicine on several counts. 

Take, for example, the benefits of reduc- 
ing needless operations. Under fee-for-ser- 


vice, almost 3096 of births are by Caesarean 


section. This is more expensive than nor- 
mal delivery—but it also takes longer to re- 
cover from, can cause infection and other 
complications, and is agreed to be uncalled 








for in at least 50% of cases. Mothers in man- 
aged-care plans areonly two-thirds as likely 
to be subjected to a Caesarean. 

More important, HMOs are better at 
preventive medicine. Under the old fee-for- 
service system, doctors had no financial in- 
terest in keeping healthy people out oftheir 
surgeries—quite the opposite. They devoted 
comparatively little time or effort to inocu- 
lating patients, advising them to stop 
smoking, providing breast-cancer screen- 
ing and so forth. A smoker in a managed- 
care plan is 50% more likely to be advised to 
quit than one with fee-for-service insur- 
ance, according to the NCQA. A heart-attack 
victim in an HMO is more than twice as 
likely to be prescribed beta-blockers (which 
help prevent second heart attacks) than 
someone with a similarly dodgy heart but 
more traditional health coverage. Female 
HMO members are 4096 more likely to be 
screened for breast or cervical cancer while 
in the at-risk age range. 

The inability of the fee-for-service sys- 
tem to provide good preventive care is ar- 


gua ly one oft ié main n S a 


: T Staridaids ofa care are nu harder k to se American is no fitter than, and lives 


no longer than, people from European or 
Asian countries that spend far less on 
health care. Socialised medicine, as. prac- 

tised more or less everywhere outside 

America, scores better in this respect. In 

1990 American diabetics were twice as 

likely to go blind or need their limbsampu- 

tated as their British fellow-sufferers, be- 

cause Britain's National Health Service, 

which has a limited budget to cover the en- 
tire population, worked harder to make» 
sure that they took their insulin injections 

and turned up regularly for eye tests. Under 

fee-for-service in America, only about three- 

quarters of children under two are inocu- 

lated against diphtheria, tetanus, measles, 

mumps, rubella and polio. In China, over 

90% of toddlers get their jabs. 

Since every dollar spent on vaccina- 
tions slices ten dollars off future medical 
bills, this state of affairs is a financial waste 
as well as a cause of needless suffering. 
Managed care should, in theory, correct it. 
Often it does—but not always. In the best 
HMOS, the assiduous tracking down and 
nagging of negligent parents leaves 95% of 
infants inoculated against all major 
inoculable diseases. In the worst, however, 
only 20% receive the necessary shots. This 
sort ofvariation is typical of most aspects of 
care. Rates of screening for cervical cancer 
at HMOS range from 25% to 100%, rates of 
screening for breast cancer from 30% to. 
90%, rates of beta-blocker prescription after 
a heart attack from 15% to 100%, and so on. 
Care varies greatly by region as well. Chil- 
dren are a third more likely to be properly 
immunised in New England than in south- 
ern states like Alabama and Kentucky. 


Patient power 


This great variation in the quality of health 
plans is largely the government's fault. 
First, it makes the job difficult by imposing 
mountains of confusing regulations— 
22,000 pages of them governing Medicare 
alone. Most states have passed laws at- 
tempting to micro-manage the way HMOS 
are run. Many of these mandate specific 
treatments for specific conditions. Big 
firms often find it simpler to enter a new 
market by buying up a local health plan 
rather than setting up afresh. For this rea- 
son, few HMos are truly national. This 
makes it harder for them to contract with 
large national employers, and harder to 
squeeze suppliers. It also makes adminis- 
tration, cost calculations and information 
systems needlessly complex and expensive. 
More important, the government sup- 
presses competition through the tax code. 
Health benefits provided by employers to 
their employees are tax-free. Health insur- 
ance bought in any other way is not (al- 
though theselFemployed are granted; a par- 
tial deduction). Workers are forced i in effect 
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OREIGN doctors hate HMOs just as 
much as their American counter- 


^| specialists) are in short supply and com- 
| mand the sort of respect not seen in the 
| West since Dr Kildare. Persuading them 
+ that the system would be more efficient 
pf they accepted lower fees and less au- 
— |. tonomy will be difficult. The Malaysian 
|. Medical Association's website provides a 
-i. link to an American site called “Man- 
| aged Care Atrocity of the Month". In Eu- 
| rope for-profit medicine is barely more 
| respectable than loan-sharking. There 
.| too, HMos have to tread softly. One of 
| Germany’s troubled public-sector health 
"insurers has. America’s United Health- 
| Care as a partner: it keeps quiet about 
| this association. 
- Without a doubt, however, the skills 
| developed by America’s best HMOs 
< would be useful overseas. In Britain, a 
| version of managed care is practised, if 
anything, even more cost-effectively than 
in America, but American HMos could 
1 still offer tips on how to use information 
| technology. better. More generally, na- 
_» tional health-care systems everywhere 
are under financial strain—above all in 


Medicine for export 


parts. In Asia, physicians (particularly 


the third world. As populations age and 
chronic ailments such as heart disease 
and cancer take a heavier toll, govern- 
ments there face demands for expensive 
treatment from a growing middle class. 
Managed care could help. For countries 
like Russia, with its widespread alco- 
holism and plunging life expectancy, 
and South Africa, with its plagues of Arps 
and tuberculosis, an emphasis on pre- 
ventive medicine and primary care 
might prove invaluable. 

Most American HMOs are busy 
enough at home, but a few of the bigger 
ones—including Aetna International, 
United Healthcare, Kaiser Permanente 
International and Cigna—are feeling 
their way in the developing markets of 
Latin America, Asia and Central Europe. 
Whereas premiums paid to managed- 
care firms in America have levelled off 
since 1994, private medical spending 
abroad is growing. In Asia, despite the re- 
cent financial crisis, the World Bank pre- 
dicts that total health spending will 
reach $1.5 trillion by 2025. Cigna made 
just $200m from its overseas managed- 
care business in 1997, but expects reve- 
nues to grow by 2095 a year from now on. 
































: to take whatevér package their employer 
chooses, rather than the one they might pre- 
„fer themselves. This would matter less if 
firms offered plenty of options. But most 
.do not. Roughly half of the firms in Amer- 
„ica offer their staff no choice at all, accord- 
ing to KPMG, and another 2096 offer a 
choice of only two plans. 
ince the employer is ; the customer, 
IMOS compete more than they otherwise 
would on price rather than quality or con- 
venience. Their margins are now so thin 
that the slightest miscalculation can push 
. them into the red—and miscalculations are 
common in a business where premiums 
have to be fixed long before anyone knows 
-= what inflation in medical costs will be. In 
1996 only 35% of HMOs made a profit. The 
. managed-care organisations that pros- 
«.. pered tended to be the ones which used in- 
--. formation technology best to make predic- 
~~ tions about how many drugs and visits to 
doctors they would need to buy, and at 
= what price. 
This task is made harder by the fact that 
^ many HMOs, such as PacifiCare Health Sys- 
tems and Aetna, have merged or made big 
acquisitions, and had hideous trouble inte- 


nd billing. Even firms that have not 
merged with. others have had trouble— 
 spectacularly so in the case of Oxford 

Health Plans, of Norwalk, Connecticut. Its 
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ing their systems for estimating costs 


shares plunged 62% on October 27th last 
year, on news that errors in software had 
caused its first loss-making quarter. (The 
firm has yet to recover; the chairman and 
founder, Stephen Wiggins, was ousted on 
February 24th.) 


Where now? 


The HMOs’ balance sheets may be sickly, 
but the number of members shows no sign 


of shrinking. Many individual firms will 
disappear—some analysts pre- m 


dict that today’s 1,000 or so man- 
aged-care organisations could 
shrink to 30 within a decade—but 
the stronger firms will battle to at- 
tract their customers. Whether 
the industry will eventually 
evolve into something that the 
public does not hate depends 
largely on how much the govern- 
ment continues to distort compe- 
tition. There are already signs 
that some firms are trying to give 
patients more of what they want. 

Oxford was one of the first to 
provide cover for alternative 
medicine for those prepared to 
pay extra, noting that about a 
third of people use it anyway. 
Several plans, including both Ox- 
ford and United HealthCare of 
Minneapolis, have been trying to 


p plans th ! g 
|^ theusual HMO O package. United does ü not re- 
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quire most of its members to seek a 
gatekeeping doctors permission before 
consulting a specialist. Oxford lets patients 
visit doctors not on its approved list if they 
pay 20% of the cost. 

HMOs that specialise in looking after 
the elderly tend to try harder to please their 
members, because retired people can 
choose plans for themselves, rather than 
following their employers' dictates. Those 
over 65 are covered by the government's 
Medicare scheme, but have the option of 
switching toan HMO if they prefer. The gov- 
emment pays the HMO a bit less than what 
it estimates it would pay itself. If the HMO 
can provide a more attractive care package 
for less still, it can keep the difference. 
Firms such as PacifiCare offer more preven- 
tive services than Medicare and are more 
generous with prescription drugs, which 
pleases pensioners (who often spend thou- 
sands of dollars on pills) and can save 
money by obviating the need for surgery 
later on. Medicare HMOs are now the fast- 
est-growing part of the industry. 

Pessimists argue that managed care has 
already realised the easiest savings in costs, 
and that finding new ways to trim will be 
harder. They have a point. Medical-cost in- . 
flation falls dramatically when large num- 
bers of people first start joining HMOs in a 
given region. But after a few years it starts to - 
pick up again. This is inescapable. ee 

Medical research is forever throwing up 
new and horribly expensive ways of pro- 
longing the lives of the very sick, so medical 
costs are always bound to outstrip general 
inflation. On the other hand, with the vast 
majority of insured Americans now in 
some kind of health plan, competition for 
customers should hot up. The benefits of 
this competition would be all the greater if 
the government could only bear to meddle 
a bit less. 





I EORR cps PAENT OSOLE EE EEEN EEEN ESE SEE i ie etd cian ata os | 








Gain a working knowledge of the 





top business books...rapidly and easily! 


Competing in he m 
> Ma K M > LEAI 


EN p 
os FAN TARRERTOR LLL 
GIANTS 





Absorb a book's most important ideas from 
eight pages, not hundreds! 


Now you can read 
the hest business books of 1998 
—in just 15 minutes each! 

Us the executive dilemma of the Nineties: 

Information overload. 

With all of your professional reading 
burdens, you probably find it impossible to 
keep up with the new business books. There 
should be a simpler way. And there is. 


A systematic solution. 


Suppose you had an assistant who screened 
and selected only the quality books for you. 
Who culled the most important ideas from each 
one, and compiled them into a neat little execu- 
tive summary. So you could obtain 
a working knowledge of the book's contents— 
in a fraction of the time. 

Now you can hire that "assistant." 
Soundview Executive Book Summaries. 

Every month, you receive quick-reading, 
time-saving summaries of the best new 
business books. Each contains all the key 
points in the original book, But instead of 200 
to 500 pages, the summary is only eig/it pages. 
Instead of taking five or ten hours to read, it 
takes just /5 minutes! 


You'll benefit five ways. 
In 1980, shortly after the debut of Executive 
Book Summaries, The Wall Street Journal 


culled it "a Draconian answer for the prose- 


burdened executive . . . to what is becoming an 
increasingly irksome management problem: 
too much to read." Here s why: 


1. Gain a competitive edge. With the breadth 
and depth of knowledge gained from books, 


it’s less likely that you'll be caught off 


guard. Count on it: Major changes in the 
economy and the business climate are 
ahead. Will vou be ready? 


2. Get ideas you can use. Discover practical 
techniques you can put to work immediately, 


3. Bolster your business confidence. You 
gain a real understanding of the key points 
of the hottest new business books. When 
a tithe or author comes up. you'll be 
prepared to respond intelligently. 


4. Learn more, remember more. According to 
studies published in psychology journals, 


you retain the content of a summary better 


than à book. 


5. Slash hundreds of hours off your reading 
load! How often have you cracked open 
à book with great expectations—only to find it 
à huge disappointment? We select the truly 
worthwhile titles—and discard the rest. 


How many of these outstanding 
books have you read? 


Here's just a sampling of the superb 
business titles we summarize for you: 


e The Living Company Arie de Geus 
e The Anatomy of Persuasion Norbert Aubuchon 
e Stress for Success Loehr, Groppel, and Etcheberry 
e The Leader of the Future Hesselbein et al 
e Beyond Reengineering Michae! Hammer 
e Mission Possible Blanchard and Waghorn 
e The Soul of the Firm C. William Pollard 
e Leading Change John P. Kotter 
e The Loyalty Effect Frederick F. Reichheld 
..nd many more! 
Ihe books we summarize cover just about 
every subject vou need to know: Management 


techniques. Planning. Trends and forecasts. 
Marketing. Training and education. Quality and 
productivity. Leadership, delegation, and moti- 
vation. Effective communication. Hiring and 
firing. Negotiation. Entrepreneurship. Inter- 
national business. Guidance on your career, 
achievement, and personal growth. And more. 

These are the important books. They give 
you a broader perspective and a deeper level 
of insight. And the ideas and solutions they 
contain can pay big dividends for you. 


Special introductory offer... 
plus two free bonuses! 


One vear of Executive Book Summaries 1s only 
US$139. To buy the 30 books we'll summarize 
would cost you $800 plus shipping. And would 
vou have the time to read even half of them? 
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know and we'll send you a prompt and full refund of 
the entire purchase price. 

The 30 best business books of the year. 
Reading time: 15 minutes each. Tens of 
thousands of executives, in 136 countries, have 
discovered this unique system for keeping 
informed and ahead. Nothing else even comes 
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The world’s best in 
arcelona 
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T found the course to be valuable and highly applicable to the real world." 
Allan Hillgrove 
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The threat to Kohl 


Germany’s Social Democrats 
named Gerhard Schroder as 
their candidate to run for 
chancellor against the Chris- 
tian Democratic incumbent, 
Helmut Kohl, in September's 
general election, after Mr 
Schröder easily won re-elec- 
tion as Lower Saxony's 
premier. 


Serbian police killed at least 
25 Albanians and attacked 
villages in Kosovo, a Serbian 
province with an Albanian 
majority, after separatist guer- 
rillas allegedly killed two Ser- 
bian policemen. Western 
countries threatened tighter 
sanctions against Serbia. 


Boris Yeltsin, Russia's presi- 
dent, asserted civilian con- 
trol of the armed forces by 
appointing an academic, 
Andrei Kokoshin, to head 
Russia’s powerful security 
council. 


See eee ee EEE 


| Slovakia’s prime minister, 
Viadimir Meciar, assumed 
most presidential powers af- 
ter parliament failed to elect 
a new president. 


All the European Union's 15 
countries bar Greece reported 
budget deficits of no more 
than 3% of Gpr for last year, 
low enough to qualify them 
for Europe's single currency. 


An estimated 250,000 rural 
folk marched on London to 
protest at proposals that 
range from more public ac- 
cess to private land to a ban 
on fox hunting. 
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| Not quite united 


The UN Security Council 
passed a resolution warning 
Iraq of *the severest conse- 
quences” if it broke its agree- 
ment to allow weapons in- 
spections. America argued 
that the resolution gave it the 
“authority to act" if things 
went wrong without consult- 
ing the Security Council; Iraq 
(and others) do not agree. 


“> 


R Um 
Israel, giving up temporarily 
on à peace agreement with 
Syria, said it would be pre- 
pared to accept the Security 
Council's 20-year-old resolu- 
tion ordering it out of turbu- 
lent south Lebanon if the 
safety of northern Israel, and 
Israel's proxy Lebanese army, 
could be guaranteed. Leba- 
non was not impressed. 


> 
Lnd 
= 





Ezer Weizman, Israel's rum- 
bustious, many-sided 73-year- 
old president, was re-elected 
to a second five-year term, de- 
feating Shaul Amor, an ob- 
scure Likud candidate. 


Prince Talal, a half-brother 
of Saudi Arabia’s King Fahd, 
called for “real and authentic 
elections” in Saudi Arabia 
and other Arab countries. The 
prince, in Beirut for a 
UNESCO conference, has little 
influence in his own country. 


Zimbabwe’s trade-union 
congress organised a success- 
ful, and peaceful, two-day 
strike against government 
mismanagement and spiral- 
ling prices. 


Angola’s UNITA rebels 
missed a deadline for the 
completion of the peace pro- 
cess. The UN declared the pe- 





riod for demobilisation 
closed, thus in effect ending 
its protection of rebel troops. 


| Jostling for power 


> 


The Hindu-nationalist 
Bharatiya Janata Party won 
the biggest number of seats in 
the Indian general election 
but was short of the 272 
needed to form a govern- 
ment. Both the BJP and the 
Congress party were seeking 
support from smaller parties 
in the hope of taking power. 


Once-rich Indonesia, now 
buffeted by economic prob- 
lems, prepared to inaugurate 
President Suharto for à sev- 
enth term of office. Other 
countries urged the president 
to honour promised eco- 
nomic reforms. Among his 
visitors was Walter Mondale, 
with a message from Presi- 
dent Clinton. 








As the UN sent out an appeal 
for food for North Korea, 

the country said its stocks of 
grain would run out by mid- 


| March. 





_ worst floods for 20 years. 





At least 28 people were killed 
and more than 200 injured 
by a bomb which exploded in | 


Sri Lanka's capital, Colombo. 


At least 70 people died and 
some 25,000 were made 
homeless in Turbat, south- 
west Pakistan, in the country's 








About 3,000 people marched 
through Katmandu in protest 
against the use of child la- 
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other countries. There are be- 
lieved to be 250m child work- 
ers in the world. 


President at bay 


The war sharpened between 
Bill Clinton and Kenneth 
Starr, the prosecutor investi- 
gating him. Mr Starr was criti- 
cised for summoning Sidney 
Blumenthal, a journalist 
turned White House spin 
doctor, to answer questions 
about press attacks on the in- 
quiry. Vernon Jordan, the 
president's friend and a chief 
figure in the Lewinsky affair, 
went before the grand jury. 


Citing massive ballot fraud, 
a judge voided last year's elec- 
tion for mayor of Miami. 


Mr Clinton attacked Republi- 
can plans to scrap the federal 
tax code. 


In the annual drug certifica- 
tion—the judging of other 
countries' commitment 
against drugs—Colombia and 
Paraguay escaped the United 
States condemnation only 
with waivers, on the ground 
of American national interest. 
But Mexico and some Carib- 
bean countries got a full seal 
of approval. 


As Colombia prepared for 
congressional elections on 
March 8th, its army admitted 
heavy losses in several days of 
fighting against left-wing 
guerrillas in the south. 


bour in Nepal. Similar 
marches are being held in 


Mexico's government took a 
step towards settling the 


| Zapatist rebellion in Chia- 


pas. Its interior minister, 
Francisco Labastida, said it 
was ready to revive a peace 
accord that fell apart in 1996. 

| 
In Canada's would-be seces- 
sionist province of Quebec, | 
the ineffectual leader of the 
provincial Liberals, Daniel 
Johnson, resigned. 


27 


> Jy 


an 


-— 





Power struggle 





= 


The battle for Britain’s biggest 
electricity utility, Energy 
Group, began in earnest. 
Texas Utilities at last decided 
to enter the fray, topping an 
agreed bid by Oregon-based 
PacifiCorp, whose prompt 
counterbid brought another 
from Texas, where the bid 
now rests at a high £4.5 bil- 
lion ($7.4 billion). PacifiCorp 
Says it is waiting to see if Tex- 
as’s bid is referred to the 
monopolies commission. 


Better known for his down- 
sizing skills, “Chainsaw Al” 
Dunlap, now restructuring 
America’s Sunbeam, is more 
than doubling the consumer- 
products company’s $1.2 bil- 
lion revenues with the pur- 
chases of Coleman, maker of 
camping and leisure equip- 
ment, Signature Brands USA 
(Mr Coffee machines) and 
First Alert smoke alarms. 


Richard Branson’s Virgin 
Rail Group announced 
train-and-maintenance or- 
ders for its two British net- 
works worth a total of £1.9 
billion ($3.1 billion). A consor- 
tium composed of Fiat of It- 
aly and Gec Alsthom, an An- 
glo-French joint venture, won 
a £1 billion order for 55 high- 
speed tilting trains. Bombar- 
dier of Canada will supply 77 
trains, around half of them of 
the tilting variety, for £850m. 


The world's dominant lottery 
provider, GTech, is taking a 
pre-tax charge of $98m-102m 
in the fourth quarter, partly 
related to two poorly per- 
forming lottery contracts, 
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writing down assets and sack- 
ing 1596 of its workforce. 
Among those going is co- 
founder Guy Snowden, who 
recently lost a libel suit 
brought by Richard Branson. 
Mr Branson claimed Mr 
Snowden tried to bribe him 
to withdraw from the bid- 
ding for Britain's lottery. 


America's General Electric is 
closing a Massachusetts plant 
and cutting 1,200 jobs from 
its power-generating subsid- 
iary. It has also taken a 
$437m charge on its 1997 re- 
sults for restructuring and for 
warranty costs after some of 
its gas turbines cracked, lead- 
ing to a huge product recall. 


l 
Share prices, Jan 1st 1997=100 


JFMAMIJASONDJ FM 
1998 


Source: Datastream CV 





Following two other recent 
British split-ups (Courtaulds 
and Dalgety), London-based 
Inchcape, whose shares have 
plunged in recent years, plans 
to simplify itself in a three- 
way split. Its share price rose, 


| valuing the company at £1.1 


billion ($1.8 billion); the 
firm’s break-up value could 
be £1.5 billion. 


BTR, a British conglomerate 
also trying to bolster its sag- 
ging share price, announced a 
£2 billion ($3.3 billion) share 
buyback, and sold its world- 
wide glass and plastic-packag- 
ing business to America’s Ow- 
ens-Illinois for £2.2 billion. 
BTR also announced that its 
pre-tax profits were down 
15.3% last year. On balance, 
shareholders were pleased. 


United Parcel Service recov- 
ered from last summer's 
three-week strike in America 


kè 


with a 42% jump in fourth- 
quarter net income to $351m, 
largely by tackling the dire 
performance of its European 
operations with a restructur- 
ing. For the whole of 1997, 
though, the strike brought a 
21% drop in net income to 
$909m. Losses in its interna- 
tional division plummeted 
from $201m in 1996 to $6m. 


Germany's Veba is merging 
its Huels chemical unit with 
Degussa, a chemicals and 
metals company in which 
Veba has a large minority 
stake which will become a 
majority one after the merger. 
Degussa-Huels will have an- 
nual turnover of around 
DM325 billion ($14 billion). 


Bankgesellschaft Berlin and 
the Hanover-based NordLB 
are to merge, creating a pub- 
lic-private hybrid and Ger- 
many's third-biggest bank. 


Pulitzer Publishing put its 
television and radio stations 
up for sale, a move likely to 
raise well over $1 billion. 


Capitol offensive 





Bill Gates, head of Microsoft, 
was on Capitol Hill to answer 
questions put by the Senate 
Judiciary Committee about 
competition in America's 
software market. The head of 
the world's biggest software 
maker said it was "preposter- 
ous" to believe that any one 
company could control access 
to the Internet. Microsoft is 
criticised for “bundling” its 
Windows operating-system 


software with its own brows- 
er, Internet Explorer. 


Intel said its first-quarter re- 


sults would be disappointing. | 


The markets took it badly. 


The European Union opened 
a full investigation into the 
proposed $37 billion merger 
between WorldCom and 
MCI, two American telecoms 
companies with a big Euro- 
pean presence. 


Computer Sciences, one of 
America's biggest computer- 
services groups, rejected a 
hostile $9.2 billion tender of- 
fer from Computer Asso- 
ciates as "inadequate". 


Lacking confidence 


The possibility that two of 
Malaysia's big banks, Sime 
Bank and Bank Bumiputra, 
need to recapitalise depressed 
share and currency markets, 
despite central-bank assur- 
ances that the country's bank- 
ing system is "intact". 


Russia's budget for 1998 was 
at last approved by parlia- 
ment. Less stringent than the 
one proposed by Boris Yelt- 
sin, and failing to comply 
with promises made to the 
IMF, the plan was nonetheless 
welcomed in the markets. 


Halifax, a British building 
society turned bank, reported 
a 15% rise in underlying prof- 
its to £1.7 billion ($2.7 billion) 
for 1997, in its first results 
since its flotation, and said it 
would buy back up to £1 bil- 
lion-worth of its shares. 


America's Prudential Insur- 
ance Co, facing allegations of 
fraudulent sales practices, 
took a pre-tax charge of $1.6 
billion in 1997, bringing to 
$2.1 billion the amount it has 
set aside for aggrieved cus- 
tomers. Auditors said the de- 
struction of documents at the 
firm was more widespread 
than previously disclosed. 
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" “There i is a simple and legal way of reducing the amount of tax you will pay in the UK - simply move your UK savings to 
offshore bank while you are living overseas. 







To help you see if you could benefit from this, try answering the following questions: ` | 
1. Will you be overseas for a FULL UK TAX YEAR? YES OQ NO O 
2. Do you have SAVINGS IN THE UK? YES | | p. 
3. Do you have PROPERTY IN THE UK? YES O NO 
> Do you have any INVESTMENTS IN THE UK? YES a. | 



















| sn a dax x liability you u could legally reduce by banking offshore. 


To find out more, contact Midland Offshore | now, for. a free copy of our brochu 
‘How to minimise your UK tax bill and details of the many benefits Midland Offshore can provide 3 
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emember your teenage vears when vou had the world 


at vour fingertips? Time passes. Now it's time to 






consider the future - take vour daughter's education, 


lor instance. You will be secking a school with a proven 


Law, Policy, Economics & Management 






record for academic excellence which will develop her self- 


The Centre for Energy, Petroleum and Mineral Law and Policy - 
CEPMLP/Dundee is the leading graduate school in its field: 
An internationally recognised centre of excellence that maintains 
close links with industry and governments through executive 
training and consultancies, offering professionally relevant 
programmes leading to the qualifications of: 


Diploma * MBA * LLM * MSc * PhD 






confidence, independent outlook and sense of purpose A 






school which will encourage an appreciation of music, art and 






drama. St Leonards girls set their sights high. For an 







education sans frontiéres call soon to arrange an informal visit 





and receive a prospectus 









For further information please contact 
Kathleen Shortt, Graduate Admissions (E8), 
CEPMLP - University of Dundee, 

Dundee, DD1 4HN, Scotland, UK. 

Tel : +44 (1382) 344300 * Fax : +44 (1382) 322578 
e-mail : comip@dundee.ac.uk 

http : //www.dundee.ac.uk/petroleumlaw/ 


ST LEONARDS SCHOOL 
The future is theirs 








St Leonards School, 5t Andrews, Fife KY16 9QU. 
Telephone: 01334 472126. Facsimile: 01334 476152. Charity No. SCO10904 






e-mail: info(@stleonards-fife.org 
www.stleonards-fife.org 






A limited number of financial aid packages of up to £5000 available 
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All eyes on Race Course Road 


DELHI 


India faces unstable government whichever party takes power 


T IS a hung parliament. It will now be 

drawn and quartered, say the cynics. 
Two disparate combines of over 15 parties, 
one led by the Bharatiya Janata Party (BJP) 
and the other by the Congress party, are try- 
ing to buy or cajole enough Mrs to get to the 
magic figure of 272 seats needed for an ab- 
solute majority in the lower house of the In- 
dian Parliament. 

The gjP-led combine has won 251 seats, 
the Congress-led group 168 and the United 
Front 95, with independents and minor 
parties accounting for 21. If Congress and 
the United Front can get together, they may 
have the strongest claim. But some regional 
parties in the United Front, notably the 
Telegu Desam Party, with 12 seats, regard 
Congress as their principal foe in state elec- 
tions. That gives the BJP an edge. 

Elections to 534 seats have taken place 
so far, and a poll in Jammu & Kashmir will 
be held on March 7th. Opinion polls sug- 
gest the United Front may win four seats 
there and the Byp one. Only after these re- 
sults are in is the president likely to swear 
in the next government. That leaves plenty 
of time for horse-trading in Delhi. It is per- 
haps symbolic that the prime minister's res- 
idence is in Race Course Road. 

Regardless of which side is given the 
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first chance to have a go, the next govern- 
ment will be liable to be pulled down by 
minor groups with no more than two or 
three votes. The outgoing United Front gov- 
ernment, which ruled for the past 18 
months, was thought to be unstable, but 
only one party (Congress) had the numbers 
to bring it down. This time, any one of five 
or six groups may have enough MPs to top- 
ple the government. So the next ruler will 
be hostage to demands from a multitude of 
opportunistic and venal partners. 


Caste and stars 


The election was billed as a clash of two ti- 
tans, Sonia Gandhi of Congress and Atal 
Behari Vajpayee of the pj». Both drew huge 
audiences. Yet Congress failed to improve 
on its 1996 tally of 141 seats, and even lost 
in Rajiv Gandhi's old stronghold. The BJP 
improved its score by a modest 15 seats to 
176. In contrast, Congress's allies gained 25 
seats and the Bjr's allies 40. It was a classic 
case of the supporting cast (which often 
meant supporting caste) outshining the big 
stars. The only real victor was regionalism. 
Either coalition will have to trim its pol- 
icies to keep its partners happy. If it comes 
to power, the BjP will not be able to imple- 
ment its most controversial pro-Hindu pol- 


icies. These include the building of a tem- 
ple on the ruins of the mosque demolished 
in Ayodhya in 1992, abolishing Kashmir's 
special autonomy, and replacing the per- 
sonal law of Muslims and other minorities 
with a common civil code. Most of the ByP’s 
partners have wooed Muslims in the past 
and will be reluctant permanently to alien- 
ate these voters. 

In general, the regional parties are in- 
vestor-friendly. Under the old command 
system of socialism, Delhi decided who 
could invest how much and where. But the 
deregulation of the 1990s has created com- 
petition between the states in attracting in- 
vestment from within India as well as from 
foreign businessmen. Having tasted eco- 
nomic power, the regional parties will not 
surrender it. 

The Bj» has a lunatic fringe wanting to 
throw out all foreign multinationals, leave 
the World Trade Organisation, and raise 
the exchange rate from the current 39.5 ru- 
pees to the dollar to 17. But the party main- 
stream is more moderate, and says it sim- 
ply wants to give Indian business a fair 
chance to compete with the more resource- 
ful multinationals. It says no foreign inves- 
tor already operating in India would be 
asked to leave. But it fears Indian culture 
may be eroded by foreign investment in 
food and drinks, and so would be likely to 
curtail future investment in booze, soft 
drinks, potato crisps, pizza parlours and 
the like. Ironically, this might be of most 
help not to Indian businessmen but to 
those foreign investors already entrenched. 

The BjP might also curb foreign portfo- 
lio investment, which it regards as volatile 
hot money. However, the party is aware of 
the need to maintain foreign confidence, 
and wishes to avoid emulating Malaysia's 
outspoken Mahathir Mohamad: it wants to 
champion Indian business without scaring 
away foreigners. It welcomes foreign invest- 
ment in infrastructure, which alone could 
soak up $10 billion a year. 

The party wants India to deploy nu- 
clear weapons. It hopes that, as long as it 
does not conduct a fresh nuclear test, it will 
not be subject to international sanctions. 
However, the BJP would need the support 
of almost 100 other MPs to survive, and it is 
not clear whether its coalition partners 
would want to take the risk of bringing 
down a torrent of international wrath. 
Many regional parties have little interest in 
international or even national matters. 

One way or another, Indian politics at 
the moment looks a mess. Jeremiahs are al- 
ready predicting another election next year. 
r—————— Se — áÁ—GÓ"—À—ÀI— —1— 
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Indonesia 


The doctors at the door 


JAKARTA 


For Suharto the medicine looks nasty 


ENT SUHARTO of Indonesia 
has never been more in demand among 
his peer group. Barely a day passes without 
a senior statesman calling him by tele- 
phone, or dropping along to his house in 
Jakarta. In recent weeks the leaders of Sin- 
gapore, Malaysia, Brunei, Thailand, Ger- 
many, Japan and Australia, among others, 
have been in touch. Bill Clinton has rung 
twice, and sent messengers including, on 
March 3rd, Walter Mondale. a former vice- 
president. Being the centre of international 
attention can be tiresome. All these house 
calls come with the same prescription: be a 
good boy, and take the medicine from 
those nice men at the IMF. Mr Suharto's re- 
sponse seems to be equally consistent: the 
medicine is unpalatable, and it does not 
work anyway. None of the visitors has pro- 
vided a miracle cure. 

The crisis of confidence that shook In- 
donesia in the autumn in the wake of the 
currency turmoil in Thailand swiftly be- 


SEOUL 


OR North Korea, April is generally the 

cruellest month. Its 23m habitually 
. famine-stricken people usually eke out a 
| precarious living on food rations. But by 
| the end of March—the start of spring— 
grain stocks are depleted. Then they try to 
stay alive by eating roots and tree-bark. To 
North Koreans' dismay, spring may arrive 
sooner than usual this year. 

On March 2nd, North Korea's official 
news agency issued its grimmest warning 
yet about food shortages. It said the coun- 
| try would run out of grain by mid-March, 
| despite cutting daily rations from 300 

grams in January to just 100 grams in 
March. Throughout the winter, North Ko- 
reans have received food from interna- 
| tional aid agencies and other countries. 
| South Korean officials reckon the North is 
| Short of about 1.3m tonnes of grain. 








Political analysts are trying to work 
out what else is behind this unusually 
blunt warning from the authorities in 
| Pyongyang. Some North Korea-watchers 
| in the South suspect the regime's leader, 
| Kim Jong Il, may be trying to set the 
| agenda for the second round of peace 

talks—involving the two Koreas, America 

and China—due to start in Geneva on 
March 16th. Or it could be that the *Dear 


came a financial crisis when the currency, 
the rupiah, plummeted. Foreign debts be- 
came unmanageable and banks and com- 
panies insolvent. That turned into an eco- 
nomic crisis as factories closed and prices 
shot up. Now Indonesia has a social crisis 
as the poor struggle to cope with a new level 
of poverty and, at times, take out their anger 
on shopkeepers, usually those from the eth- 
nic-Chinese minority. 

This week the rupiah was trading in the 
range of 9,000-10,000 to the dollar, some 
three-quarters of its value last July. Prices 
rose almost 1396 in February alone. Reserves 
of foreign exchange have dwindled to 
about half their level eight months ago. Im- 
ports have collapsed so dramatically that 
there is a shortage of empty containers for 
exports. No Indonesian bank is interna- 
tionally creditworthy, so trade finance is 
hard to come by. Even some exporters are 
forced to lay off workers, or pay them to re- 
main idle. Drought blamed on the El Nino 





Emptying the warehouses 


Leader" is testing the response of South 
Korea's new president, Kim Dae Jung, 
who has stressed the importance of peace- 
ful co-existence and reconciliation be- 
tween the two Koreas, which remain tech- 
nically at war. 

South Korea will continue food and 
humanitarian supplies for the North. But 
unlike his predecessors, the South’s Presi- 


effect has already caused food shortages in 
parts of the country, and is pushing up 
prices further. “The real economy”, says a 
foreign banker, “is grinding to a halt.” 

For the poor, worse is to come. In return 
for $43 billion of loans arranged from the 
IMF, the World Bank and foreign govern- 
ments, Indonesia has promised to stop sub- 
sidising the prices of a range of basic prod- 
ucts. From April ist, for example, a ban on 
the export of palm oil is due to be lifted, so 
the domestic price should rise sharply. 

The president insists he is committed to 
the sweeping reforms he has promised to 
carry out. To be fair, he has not really had 
the chance to prove his commitment. 
Many ofthe reforms announced in January 
were directed at longer-term structural 
change. But the government has not, for in- 
stance, ended the monopoly in cloves (used 
in Indonesian cigarettes) run by the presi- 
dent's son Tommy, as it promised. 

Rather, MrSuharto has decided that the 
value of the rupiah is the crux of his prob- 
lems, and that the rMF' plan alone will not 
fix it. It is true that freeing the clove trade 
and similar reforms would not necessarily 
lead toan immediate bounce in the rupiah. 
And with the currency at present levels, the 
economy is a long way from bottom. Most 
big companies are technically bankrupt, 


North Korea's dreadful spring dent Kim says he intends to separate in- 


ter-Korean economic co-operation from 
politics. Private firms, especially in la- 
bour-intensive industries and in tourism, 
will be encouraged to invest in the North. 
At present, South Korean firms are 
banned from investing more than $5m 
there. The new administration in Seoul 
also wants to help improve agriculture in 
the North by supplying seeds, fertiliser 
and specialists, says Lim Dong Won, the | 
president's senior secretary for foreign | 
policy and security. 

Two specialists ventured north in Jan- 
uary to inspect farms. One of them, Kim 
Soon Kwon, says that with more scientific 
methods and enough fertiliser North Ko- 
rea could more than treble its maize har- 
vest. The problem at present, he says, is 
that North Korean farmers plant too 
many poor-quality seeds in a desperate 
attempt to boost crops, and do so in soil 
that is becoming increasingly less fertile. 

This Mr Kim intends to return to 
North Korea later this month with better 
varieties of seed corn. He is also setting up 
a fund to raise 200 billion won ($122m) 
from the millions of families in the South 
who have relations in the North to help 
establish an inter-Korean agricultural re- 
search institute. Meanwhile, with at least 
six months to the autumn harvest, North 
Koreans will be searching for anything 
edible in their barren fields. 
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and the prospect of hyperinflation looms. 

The solution the president favours is 
fixing the value of the rupiah to the dollar at 
a rate of 5,000-5,500 by means ofa currency 
board, as in Hong Kong or Argentina. This 
would require backing the monetary base 
with reserves of foreign exchange. The IMF 
and many of Mr Suharto's visitors believe 
the scheme to be suicidal: they fear a rush to 
buy dollars as soon as a board is estab- 
lished, leading to sky-high interest rates 
and the destruction of much of the banking 
system. They seem to have persuaded the 
president at least to delay. But on March tst, 
in what was called his “accountability” 
speech, which opened the five-yearly ses- 
sion of the People's Consultative Assembly 
(the MPR), Mr Suharto said he was still con- 
sidering implementing the idea eventually. 
He called for an "IMr-plus" programme. 

Cynics say Mr Suharto wants to salvage 
the huge fortunes he and his family have 
amassed. But in his speech he also struck a 
plaintive note: “It seems that everything we 
have built with great difficulty, sometimes 
with pain and sacrifices, was all of a sud- 
den undermined.” For most of his 32 years 
in power, even those who vilified Mr 
Suharto as a dictator gave him some credit 
for economic common sense, and for help- 
ing to raise millions out of poverty. 

Now, he seems reluctant to leave power 
while the country is in such a state (not that 
he showed much enthusiasm for retire- 
ment when things were booming). He also 
refuses to admit that one cause of the eco- 
nomic troubles is political: many of his 
own citizens as well as foreign investors no 
longer trust him. Yet they worry about the 
void that might follow his departure. 

On March 10th, the MPR will "elect" 
him for a seventh five-year term. It will also 
endorse his choice of a vice-president, 
Bucharuddin Jusuf Habibie, the minister 
of research and technology. The president 
turns 77 in June and, constitutionally, Mr 
Habibie would succeed him if he died in 
office. That worries some investors. Mr 
Habibie has been at odds with the techno- 
crats to whom Mr Suharto used to entrust 
economic policymaking. Some of his ideas 
are rather zany. 

But if Mr Suharto has lost his economic 
grip, he retains one great skill: ensuring that 
his re-election every five years is virtually 
unopposed. The MPR is dozy and fairly 
tame. And the organised opposition is 
small and splintered. One leader, Mega- 
wati Sukarnoputri, on March 3rd de- 
nounced his accountability speech. In sev- 
eral universities, students have staged anti- 
Suharto rallies or hunger strikes. As yet, 
none poses a real threat. And of that stream 
of important visitors, not one is likely to 
have advised Mr Suharto to step down. 
They dare not meddle and, like many Indo- 
nesians, cannot see beyond him. 
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China 


The last panto? 


BEIJING 


ja Gs people believe China’s political 

institutions are capable of only gla- 
cial change. They may be underestimating, 
among other things, the transforming 
forces unleashed by East Asia’s financial 
upheavals. In recent months China’s lead- 
ers have been obliged to question many of 
their guiding economic principles. The 
scrutiny will express itself in a more than 
usually assertive annual gathering of the 
National People’s Congress (NPC), which 
opens on March 5th. 

At the Communist Party's own congress 
last September, state-led conglomerates, 
akin to South Korea's giant chaebol, were 
deemed to be the best corporate model for 
China's development. The economy was 
said to be far from needing a boost, and 
state banks, though weighed down by bad 
debts, were expected to muddle through. 

As the NPC opens, these assumptions 
are no longer held so firmly. The front page 
of one state newspaper rails at “the current 
blind worship of forming large conglomer- 
ates". China's leaders, meanwhile, are talk- 
ing up the idea of vast public-works pro- 
jects to fight off deflation and employ the 
jobless. And, after long denying there was a 
serious problem, the government has un- 
veiled a $33 billion attempt to recapitalise 
state banks (see page 91). 

Whatever the new sense of urgency to 
modernise China's economic institutions, 
the need to reform its political ones is 
greater. The market economy that China 
seeks is overlaid by a Leninist system of po- 
litical control that never convincingly did 
even the job it was designed for: running a 
command economy. China’s leaders are 
starting to recognise that, if their market re- 
forms are not to stall, strong, impartial gov- 
ernment institutions will be crucial. 

At the npc, the leadership is preparing 
to unveil far-reaching proposals to change 
the structure of government. Eleven of Chi- 
na’s 40 ministries may be abolished or 
turned into corporations. The extensive 
business interests of others are to be re- 
moved. The central government's civil ser- 
vice, it is suggested, will be cut by half—or 
4m people. Provincial and local govern- 
ments may face huge cuts too. 

More and more reformers say the 
house-cleaning should not stop there. “In 
future,” says Ding Ningning, of the Devel- 
opment Research Centre, an official think- 
tank, “the government will have to become 
the guardian of the market economy. But it 
must also become more representative of 
the peoples will" Democratisation, in 
other words, is being widely talked about, 
even if China's leaders have no intention 





And the band plays on 


yet of putting iton the official agenda. 

So this congress may be a surprisingly 
impassioned affair. The gathering is usu- 
ally a pantomime. Costumed represen- 
tatives of the ethnic minorities on the 
marches of the empire come to Beijing to 
take up their seats. Members of the main- 
land's handful of tiny political “parties” 
gush with praise for the ruling party. And 
finally the Nec displays a predictable cas- 
cade of happy endings, having never voted 
down a Communist Party proposal. 

Yet at this year's session, the NPC dele- 
gates are being asked to approve personnel 
changes at the very top. China's leaders 
want Zhu Rongji, who is closely associated 
with China's economic reforms, to be con- 
firmed as the new prime minister. In that, 
they can hardly fail, since the post is not 
contested and Mr Zhu, if not widely liked, 
is respected. Yet any opposition will be 
measured by the number of delegates who 
abstain from voting for him. 

The congress will also be asked to ac- 
cept the former prime minister, Li Peng, as 
its own chairman. Mr Li, no friend to insti- 
tutions that rival the Communist Party's 
monopoly of power, is unpopular with 
many delegates and they have the capacity 
to embarrass him. Concessions to NPC 
members, for instance, in horse-trading 
over government positions, may be the 
price the leadership must pay if Mr Li is not 
to be humiliated in congressional voting. 

Least predictable of all is how the NPC 
will take to the proposals to shake up gov- 
ernment. Dissatisfaction with the workings 
of government is high. A year ago, two-fifths 
ofthe delegates voted against the chief pros- 
ecutors routine work report, not convinced 
that the government was taking rising 
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crime and party corruption seriously 
enough. In the past few months, at provin- 
cial-level congresses across the country, del- 
egates have vetoed government appointees 
in favour of their own candidates. Though 
this has yet to happen at national level, 
many delegates in Beijing are keen to see a 
more accountable government. However, 
as many delegates are also civil servants, it 
is also not certain that the Npc will insist on 
a thorough clean-out of the bureaucracy. 

Though the Communist Party has tried 
before, notably a decade ago, to distance it- 
self from the day-to-day running of govern- 
ment and create a more efficient adminis- 
tration, it has been to no effect. Yet there are 
reasons to think that this time it could be 
more succesful. For a start, the economy has 
changed drastically: where the state pre- 
dominated in 1988, the market has the up- 
per hand today. The collapse of communist 
organisation in the countryside is near-ab- 
solute; in the firms that make up the market 
economy, it is seriously eroded. 

At thesame time, rival centres of institu- 
tional power have arisen, of which the NPC 
is the most notable. Its delegates, once 
mostly geriatrics, now have an average age 
ofa little over 50 and have taken with gusto 
to drafting laws. The NPC's permanent pro- 
fessional staff, according to Pei Minxin of 
Princeton University, has risen from under 
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20 in 1978 to over 2,000 today. The NPC, for 
instance, appears to be playing a big part in 
drafting bank-reform legislation. 

In this climate, pressure for political re- 
form can come from outside the party's 
central command, as well as from within. 
And as the legal foundations of a market 
economy are slowly laid out, it is getting 
harder for the Communist Party—as it has 
done for so long—to operate above the law. 
That is China's less visible, though proba- 
bly enduring, revolution. 





Myanmar 


Generals under 
siege 


€€ T ET me tell you", began a government 

spokesman, “why Myanmar got 
into this mess.” The explanation that fol- 
lowed was less startling than the opening 
admission. Representatives of the military 
junta usually claim the country is doing 
very well, considering the lack of help it re- 
ceives from abroad, but “mess” is a fair 
summary of Myanmar’s economic and po- 
litical predicament. It is now so serious that 
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even cabinet ministers speak of the pos- 
sibility ofa return to the desperate isolation 
this regime boasted of ending when it came 
to power in 1988. 

Before then, “we survived for 30 years", 
says General David Abel, a minister in the 
office of the chairman of the State Peace 
and Development Council, as the junta has 
been calling itself since November. "We 
won't go back to that." But some analysts in 
Myanmar believe the junta may have no 
choice, unless it is prepared to counte- 
nance political reform, and it is not. Its dis- 
dain for human rights and the fact that nar- 
cotics are produced on its territory ensure 
the government is denied most foreign aid, 
including loans from the World Bank and 
the imf; and the regional slump is batter- 
ing hopes that private trade and invest- 
ment might provide a substitute. 

Michael Dobbs-Higginson, who runs a 
consultancy in the capital, Yangon, says 
that by July last year he had raised $250m 
in pledged investment for Myanmar. All 
the promised money has since been with- 
drawn. Myanmar had seen its accession 
last July to the Association of South-East 
Asian Nations as a ticket to prosperity. Al- 
ready, with the exception of American and 
European involvement in natural-gas 
developments, ASEAN countries were 
Myanmar' largest foreign investors. Now 
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WELLINGTON 


HE heart of Auckland, New Zealand's 
largest city, has been beating to a slow 
pulse since, on February 20th, the four 
main cables supplying it with electricity 
at first faltered, and then failed. The cen- 
| tral business district remains at a virtual 
standstill. Firms lucky enough to be 
| equipped with generators, or to have 
| them flown in from Australia, have 
. stayed open. But many small businesses 
. arefighting for survival. 
For Jenny Shipley, who took over as 
prime minister in November, the power 
| crisis is her first big leadership test, not 
| least because she plans more electricity 
| privatisations. The blackouts have left 
people asking plenty of questions about 
| Mercury Energy, the firm that is supposed 
| to supply Auckland's power. 
The inquiry that has been set up will 
| 





want to know why Mercury relied on just 
four underground cables to power the 
booming centre of a city of 1m people. 
Auckland, moreover, is rapidly filling up 
with big new hotels and blocks of flats as 
it awaits such events as the summit of the 
Asia-Pacific Economic Co-operation fo- 
rum next year and the Americas Cup 
| yachting competition. Wellington, the 


Hot and dark in New Zealand 


capital, and Christchurch are smaller cit- 
ies, but both rely on twice as many main 
cables for their power. 

“It is the most incredible, freakish bad 
luck you could ever imagine,” says Jim 
Macaulay, Mercurys chairman. "It's 
third-world conditions at their worst,” 
complains the manager of a large block of 
flats whose tenants have been advised to 
leave until the lights are back on. Al- 
though some power has been restored to 
the city, two repaired cables failed during 
testing on March 4th. 





Generating anger 


New Zealand’s electricity is generated 
by two state-owned enterprises and trans- 
mitted by a third to retail companies such 
as Mercury. Angry Aucklanders accuse 
Mercury’s bosses of sacrificing invest- 
ment in new cables to boost profits to pay 
for the takeover of neighbouring utilities. 
Most people have been surprised to learn 
that the firm (now known as “falling Mer- 
cury”) is controlled by one of New Zea- 
land’s biggest law firms, Russell McVeagh 
McKenzie Bartleet. The electricity reforms 
of the Labour government in the late 
1980s saw many power boards replaced | 
by public or private companies. Mercury, 
however, emerged as a curious beast, the- 
oretically owned on behalf of the public 
by the Auckland Energy Consumer 
Trust. Its directors are outnum- 
bered five to four by appointees ap- 
proved by Russell McVeagh. 

The highest temperatures since 
records began in 1855 have not im- 
proved tempers. Indeed, the 
heatwave may have caused the old 
cables to fail. Whatever the reason, 
the government is likely to reassess 
its next phase of electricity reform, 
which includes privatising the gen- 
erating and distribution compa- 
nies, in order to persuade New Zea- 
landers that their lights and air- 
conditioners will not fail again. 
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Lonely in Myanmar 


most have enough troubles of their own. 

The street value of the Myanmar cur- 
rency, the kyat, fell last year by more than 
80%, reaching 380 to the dollar at one 
point. Since then it has recovered to about 
270. General Abel says this was achieved by 
cutting imports, even for re-exporters, by 
limiting the remittances abroad of trading 
companies to $50,000 a month, and by in- 
sisting that government departments use 
their dollar budget allocations, rather than 
hang on to them, and sell their kyat at the 
market rate. A round-up of black-market 
currency dealers also helped. 

But the result is that imports have dried 
up. Border trade with Thailand and China 
has virtually stopped. Inflation, according 
to one foreign embassy, is running at an 
annualised rate of 60%. Reserves of foreign 
exchange are believed to be below $100m. 
Widespread flooding last year damaged 
the country’s rice crop. 

Myanmar officials blame many of their 
troubles on the United States, which is the 
main obstacle to finance from the multilat- 
eral agencies, and which last year banned 
new American investment in the country. 
A military spokesman sees this as part of 
America's efforts to contain the rise of 
China. According to him, America wants a 
"pro-western, anti-Chinese government in 
Myanmar", which, because of the tiny size 
of its economy, is a "soft target". 

But it is not just America that would like 
to see the generals start talking to the oppo- 
sition National League for Democracy, led 
by Aung San Suu Kyi. ASEAN governments 
also urge talks. The generals say they have 
tried, but have been thwarted by Miss Suu 
Kyi’s “stubbornness” in insisting she 
should attend any talks. Their strategy 
seems to be to divide the League, trying to 


THE ECONOMIST MARCH 7TH 1998 





* « 
` Ke 
in 4A Se ee A 


find some of its leaders to talk to, in the 
hope they will help legitimise an election 
that would perpetuate army rule. The 
League easily won an election in 1990, 
whose result the junta chose to ignore. 


The trial of Cambodia’s prince 


PHNOM PENH 


HE court was a lecture hall in the 

Ministry of Defence, the prosecutor a 
general with lashings of gold braid. No 
one represented the defendant. The 
judge, reading his verdict, cited offences 
never mentioned in the charges. Cambo- 
dia's fledgling judiciary is not famous for 
its independence, so no one was sur- 
prised when the trial on March 4th of the 
country's exiled senior prime minister, 
Prince Norodom Ranariddh, accused of 
illegally importing arms, ended in his 
conviction. The outcome was a foregone 
conclusion, and the sentence of five 
years’ imprisonment at best academic. 

The trial is one step under a Japanese 
peace plan accepted, under foreign pres- 
sure, by the other joint prime minister, 
Hun Sen, who ousted the prince in a 
coup last July. It has brought about a frag- 
ile ceasefire between government forces 
and those loyal to the prince. If the plan 
works, it will allow the prince to receive a 
royal pardon and return to take part in a 
free election in July. 

Yet diplomats are not sure the elec- 
tion will take place or, if it does, will be 
free and fair. Mr Hun Sen, they reckon, is 
engaged in Saddam Hussein-like brink- 
manship with the outside world. "Every 


ASIA 


Some exiled dissidents believe the junta 
is quite confident about this plan, encour- 
aged by the ceasefires it has signed with all 
but one of the ethnic rebellions on its bor- 
ders, and by recent signs of disagreement in 
the League's leadership. But, as one League 
leader puts it, "The situation does not al- 
low us that luxury. There is no split" An- 
other says that, on the contrary, the eco- 
nomic crisis and splits within the army 
itself will force it to talk to Miss Suu Kyi. 

The junta’s name-change last Novem- 
ber involved a purge of generals said to be 
corrupt. At least four cabinet ministers are 
under investigation. Even the current junta 
seems somewhat lacking in self-confi- 
dence. On March ist, it announced the ar- 
rest of 40 "terrorists" it claimed had links 
with exiled students, the defunct commu- 
nist party and the League. Universities re- 
main shut for fear of student protest. 

It has also embarked on a public-rela- 
tions drive, inviting journalists on à visit to 
hear "the other side of the story". This in- 
cluded a public bonfire of two tons of 
opium and heroin to show the success of 
eradication efforts. The heroin went up in a 
ferocious blaze. The opium, like the gener- 
als’ efforts at image-enhancement, did not, 
at first, catch fire. 





time you put on the pressure, he gives à 
little,” an Asian diplomat sighs, “but 
what he gives with one hand he takes 
back with the other.” 

What Japan thought would bea short | 
trial followed by a speedy royal pardon | 
has now become two trials. In the next, 
due to start on March 17th, Prince 
Ranariddh will be charged with collud- 
ing with the outlawed Khmers Rouges. 
This too is supposed to be brief. But three 
other people are charged with him, and 
complications in arranging the pardon 
could delay the prince's return—which is 
probably Mr Hun Sen's intention. | 

Cambodia's opposition politicians ` 
and diplomats fear a resurgence of vio- 
lence. On the day of the trial, a royalist | 
general, Kim Sang, was shot dead in 
Phnom Penh by two men in military- | 
style uniforms. Those close to Prince | 
Ranariddh suspect a political motive. | 
Human-rights agencies are already in- 
vestigating a dozen or so unusual 
killings in recent months, and foreign 
governments are pushing Mr Hun Sen to 
respect human rights. If the latest killing 
is linked to Cambodia's strongman, it | 
will be the clearest proof yet that he 
doesn't care. ! 
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ue Many congressmen. seem furious that a strike on Iraq has been averted 


consequences is clear: it provides authority 
toact if Iraq does not turn the commitment 
it has now made into compliance.” Or, to 


rr A diplomar s job is to play with words, 
-A are those diplomats who drafted this 
: wed United Nations Security. Council 
resolution on Iraq worth their pay? Presi- 
^. dent Clinton seems to think so. The resolu- 
.. tion, passed unanimously by the 15 anon 
< members on March 2nd, promises the "s 
.. werest consequences" should Saddam Hus- 
— geirs Iraq again hinder the UN's arms in- 
n. Mr iaon interpretation is 






ment, the words are "diplomatic code for 
military action." 


other language drafted by the clever diplo- 






















ain (the sponsor, with Japan, of the resolu- 
tion), had argued that any Iraqi violation 
should automatically bring a military re- 
sponse. Indeed, America claimed that exist- 
ing UN resolutions already provided for 
that. But some other countries were uncon- 
vinced, and the new resolution, passed af- 
ter much tinkering, opaquely states that the 
Security Council will “remain actively 
seized of the matter, in order to ensure im- 
plementation of this resolution, and to se- 

R, cure peace and security in the area." 
Mr Clinton's domestic critics are 
dismayed. They understand those 
. words as another sort of code: permis- 
sion for the appeasement-minded on 
the Security Council—including Rus- 
sia, China and France among the five 
. permanent memibers—to plead miti- 
, gation for Iraq and so make a military 
response from the 35,000 American 
servicemen currently mustered in the 

Gulf anything but automatic. 


responsibility of being involved. It was 
hard enough for many on the Security 
Council to accept that the consequences 
should be "severest", rather than "very se- 
vere". To have gone further, giving what the 
Costa Rican delegate called "a blank 
cheque" for American action, would have 
split the Council, to America's embarrass- 
ment and Saddam Hussein's delight. 

Moreover, the pontificating also has a 
touch of the disingenuous (this is, after all, 
an election year for Congress). Even as Bill 
Richardson, the American ambassador to 
the UN, was in New York to argue a hard 
line on the resolution, a Senate foreign rela- 
tions subcommittee in Washington was ar- 
guing a still! harder line, under the title: 
"Can Saddam Be Overthrown?" 
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use the paraphrase from the State Depart- 


Quite so, but what is the meaning of 


given in a Time magazine article by 
men. who failed to overthrow Mr Husse 


rity adviser. It had been hard enough, the 
wrote, to find General Manuel Noriega. it 
Panama, “which we knew intimately.” 


“probably impossible", and in th 
American troops. "would have be 
to rio scien and, in wiser "ule 


| dons! $ balati nee off power. . 


many Republicans and quite a few Den 
-crats. Even though the latest crisis was over. 
-UN weapons inspections, they see the in 
-volvement ofthe UN as an affront to Ameri- 
- ca's role in the world and a curb on its free-- 

dom ofaction. This week's Security Council 

resolution merely confirms their mistrust 


The critics may be right, but they have _ 
the luxury of pontificating without the - 


‘brought back from Baghdad last week by _ 
the UN secretary-general, Kofi Annan. 


mats? America and its unflagging ally, Brit-. = 4 


‘One answer to that had m | 


in 1991, ex-President George Bush - 
Brent Scowcroft, Mr Bush's national: 


Iraq, finding Mr Hussein would have 




























Yet such arguments. ‘fail to E t 


of the “memorandum of understanding". 


True, Newt Gingrich, the Republican 
speaker of the House, has been moderate 
(almost presidential, cynics might say, not- 
ing his ambitions) in his tone: “I think as’ 
long as the secretary-general of the United 
Nations is operating within a framework . 
established by the American president 
have nothing to fear." But Trent Lott, lead 
of theSenate, and Jesse Helms, chairma 
the Senate Foreign Relations Co 
have led a list of politicians quei 
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denounce Mr Annan's deal and demand a 
harder American line. A shrewd Republi- 
can senator (and presidential hopeful), 
John McCain of Arizona, wants "a long- 
term effort to overthrow" the Iraqi leader. 
So does the Democratic senator (and presi- 
dential hopeful) Bob Kerrey of Nebraska. 

In the meantime, there is much talk of 
recognising an Iraqi government-in-exile 
and of establishing a “Radio Free Iraq”. At 
this week’s subcommittee hearing the po- 
litical plaudits were for Ahmad Chalabi, 
leader of one bit of the opposition, the Iraqi 
National Congress, and for the former CIA 
chief, James Woolsey, who testified: “It was 
a bad call, a mistake, for both Bush and 
Clinton to think they could deal with a 
weakened Saddam"—as opposed to elimi- 
nating him altogether. 

Whatever the political calculations of 
the administration's critics, there is no 
doubt that they touch a nerve. Americans 
like to believe that even complex issues can 
have clear-cut solutions (if diplomacy fails, 
surveys say some 70% of them apparently 
favour bombing Iraq's weapons sites), and 
there is no popular fondness for multilat- 
eral organisations, not least a United Na- 
tions which has been castigated by succes- 
sive administrations as profligate and 
ineffectual. 

All of which poses a problem for Mr 
Clinton and his team. The administration 
is asking Congress to authorise some $3.5 
billion for a new credit line for the Interna- 
tional Monetary Fund, another $2.5 billion 
for America's commitments in Bosnia, the 
Gulf and elsewhere, and $1.02 billion to 
clear most of America's arrears to the UN 
(the total America owes to the UN and its 
agencies is some $1.4 billion). All this, plus 
some $14.5 billion to increase the IMF's cap- 
ital, becomes a big target for congressional 
critics to aim at. 

For example, the secretary of state, Ma- 
deleine Albright, thought she had a deal 
with Jesse Helms on the UN arrears that 
would not get tied up (as it has in the past) 
with an amendment opposing abortion. 
She seems to have failed. Mr Helms, who 
makes no secret of his irritation with the 
UN about Iraq, also complains that the Sen- 
ate agreed to $926m—not $1.02 billion— 
and to a lessening of America’s share of the 
UN budget from 25% to 20% (the adminis- 
tration would prefer a compromise of 22%). 
The struggle for a deal will continue, but the 
State Department finds it hard to be 
optimistic. 

Does Mr Clinton nonetheless trust that 
the UN will do America’s bidding and curb 
Mr Hussein’s propensity to misbehave? 
Perhaps not. Even as he was praising the Se- 
curity Council resolution, his defence sec- 
retary, William Cohen, was ordering the 
immediate inoculation of American 
troops in the Gulf against anthrax. 
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Campaign finance 


The tempting of 
John Kerry 


BOSTON 


N ELECTION night in November 
1996, John Kerry stood in a down- 
town Boston hotel, savouring the political 
triumph of his career. He had held on to his 
Senate seat despite a fierce challenge from 
Bill Weld, then the Republican governor of 
Massachusetts, and now Mr Kerry glowed. 
His splendid senatorial chin stood out, 
even against a background of Kennedy 
teeth and Kennedy hair. In a baby-boomer 
rapture, he misquoted the Grateful Dead: 
“What a long strange trip this has been!” 





That PAC money smells good 


It gets longer and stranger. For Mr Kerry 
came out of that campaign $2.1m in debt. 
His senatorial effectiveness—and his presi- 
dential hopes—are compromised by his 
difficulties in digging himself out of debt. 
Now that the Senate’s Republicans have 
consigned the latest campaign-finance re- 
form bill to the usual oblivion, Mr Kerry’s 
case is a snapshot of how thoroughly The 
System can corrupt the process by which 
America picks its government, even when 
the players themselves drip no slime. 

For Mr Kerry is not a bad sort. He boasts 
that he has run for the Senate three times 
without taking money from political ac- 
tion committees (PACs), the tool by which 
special interests pay for their pet pols. He 
fancies himself a reformer and, when he 
complains of America’s "dollarocracy", 
even a bit of a populist. He backed the cam- 
paign-finance bill, and is sponsoring a 
quixotic reform bill of his own called Kerry- 
Wellstone, which fights the power of big 
money by offering full public financing to 
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candidates who agree to limit their spend- 
ing. During their race, Messrs Kerry and 
Weld agreed to a spending cap of $6.9m. 
That limit broke down towards the end of 
the race, but still made people point to 
Massachusetts as a model of rectitude. 

And yet now almost all Mr Kerry’s op- 
tions for paying off his debt will prove cor- 
rupting. The debt, $1.8m at the end of 1997, 
is no small sum: the average winning sena- 
tor spent a total of $4.7m in the 1996 cam- 
paign, and wound up with about $200,000 
in the bank at the end, according to the 
Centre for Responsive Politics, a group that 
wants campaign-finance reform. Last year 
Mr Kerry spent $380,000 in interest on his 
debt. What to do? 

One obvious step would be to drop that 
no-PAC pledge, as Ted Kennedy, 
Massachusetts’s other senator, did last Oc- 
tober. Mr Kerry reckons, not without pride, 
that his stand cost him $1m. One of his 
aides sniffs at the fact that Senator John 
McCain, one of the proponents of the latest 
reform bill, simultaneously advocates such 
reform and acceptance of PAC money; but 
Mr Kerry is more discreet. Senatorial chum- 
miness prevents him from suggesting that 
the other 96 senators taking PAC money fol- 
low his example. “I’m not in the business of 
indicting my colleagues,” he says. "I'm in 
the business of legislating." But, with all this 
debt, even Mr Kerry may give up on his no- 
PAC stance. "I'm beginning to question that 
now," he says. 

Mr Kerry has three other ways out, each 
one of them corrupting too. The first is to 
hope his party will help bail him out. Last 
November 4th, Bill Clinton—who knows a 
thing or two about fund-raising—hosted a 
dinner at Mr Kerry's Georgetown home, 
raising $600,000 “to help Reverend Kerry 
keep his vow of poverty". The rub is that Mr 
Kerry makes no secret of his presidential 
ambitions. Did he find it uncomfortable 
asking Mr Clinton to raise money for a po- 
tential foe of Al Gore, Mr Clinton's loyal 
vice-president? “You might ask Al Gore if it 
was uncomfortable for him,” says Mr Kerry. 

The second is just to keep on fund-rais- 
ing. This distracts Mr Kerry from legislat- 
ing, and frustrates him when he has to take 
an hour or two in the middle of the day to 
go to another office to make telephone 
calls—or when he has to fly to Florida or 
California. Yes, California: because each in- 
dividual can legally give only $1,000 to 
him, he has to look for new money outside 
Massachusetts. Mr Kerry sees nothing 
wrong with a Massachusetts senator getting 
his debts paid by out-of-staters; everybody 
does it. (“I remember waking up one day in 
Columbus, Ohio, with Bill Bradley on one 
floor and Tom Harkin on another,” says Mr 
Kerry. Senators from Massachusetts, New 
Jersey and lowa all raising cash in Ohio. 
"That was weird.") 

There is another way out. Mr Kerry is 
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No beef with Oprah 


AMARILLO, TEXAS 


T WAS supposed to be a landmark le- 
| A gal case. A group of Texan cattle bar- 
| ons had hoped to use “veggie libel" laws 
| to bring Oprah Winfrey, the queen of 
. television talk shows, to account for a 
_ 1996 show in which a bleak picture was 
| painted of American beef. They failed, 

and not just in court. 
Amarillo is a town built on cattle. 
Nearly 6m are fattened on the grasslands 
of the Texas Panhandle. Breezes are 
| scented with feedlots. The Big Texan 
Steak Ranch, a local restaurant, waives 
the bill for anyone who can consume a 
| 72-ounce steak and trimmings. Even the 
| walls of the courthouse are enlivened by 
| murals of cattle drives. Yet, when Ms 
| Winfrey arrived in Amarillo from Chi- 
cago, she need not have worried. 

For she brought her show with her; 
and Amarillo rolled over like a flattered 
| old dog. When local television stations 

flashed the telephone number for free 
tickets to the show, 215,000 calls were re- 
| ported in 30 minutes. Although the pres- 
ident of the Chamber of Commerce had 





instructed his employees not to show 

support for Ms Winfrey, or attend her 
| show, many townsfolk broke ranks. Kay 
| Selinger, the mayors wife, invited Ms 
| Winfrey to her book club. Much of Ama- 
| rillo society followed. "We Love You, 
| Oprah!” bumper-stickers began to out- 
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The cattleman lost 


number the ruder ones. | 

Paul Engler, the most influential of 
the cattlemen plaintiffs, could only pull 
down his Stetson and grimace. He wan- 
dered in and out of court unnoticed, a 
foreigner in his own town. Mr Engler 
had hoped that, by bringing down a me- 
dia star, he could become a hero. In the 
end, Ms Winfrey got the cheers. Here was 
a black woman who had risen from 
grinding poverty in rural Mississippi, on 
trial for having too much influence;and . 
proving that, even in Amarillo, celebrity | 
speaks louder than beef. 





joyfully married to Teresa Heinz, an heiress 
with a pot of money reckoned at perhaps 
$760m. Senators, almost always rich, often 
pay off their debts out of their own pockets. 
Mr Kerry would prefer not to turn his wife 
into his own private IMF, but he admits he 
may have to. "It's my wife's money, not 
mine," he says. Chisel these words on the 
tombstone of America's sporadic efforts at 
campaign-finance reform: "It's inappro- 
priate. I’m trying not to." 





Orange County 
Virtually back 


LOS ANGELES 


OR anyone born outside the Sunbelt, 

Orange County is a mighty confusing 
place. It has all the facilities ofa big city, but 
none of the buzz of urban life. It looks and 
feels like a suburb, but has more people 
commuting in than commuting out. Joel 
Garreau, an urban expert, has dubbed it an 
"edge city", but increasingly it is the centre 
of its own world, rather than a satellite of 


THE ECONOMIST MARCH 7TH 1998 


Los Angeles. It might best be called a “vir- 
tual city". 

People who like their cities compact 
could not hide their Schadenfreude when 
the county went into a nose-dive in 1990- 
93. Cuts in defence spending hit it harder 
than anywhere else in California; the over- 
heated property sector froze; more than 
57,000 jobs disappeared. To cap it all, in 
1994 unwise speculation on the futures 
market plunged the county into the most 
spectacular municipal bankruptcy in 
American history, with a loss of $1.9 billion. 
But there is no room for Schadenfreude 
these days. The county is once again out- 
performing not just the rest of the country, 
but also the rest of booming California, 
with only Silicon Valley excepted. 

The Anderson Centre for Economic Re- 
search at Chapman University, which 
tracks the county's economy, points out 
that employment in Orange County grew 
by 2.9% in 1997, compared with 2.4% in the 
United States as a whole. The expansion 
has lasted for four years, creating 103,360 
jobs and leaving Orange with 46,335 more 
jobs than it had at the beginning of the re- 
cession. Anderson's economists are bullish 


UNITED STATES 


about the future, too, predicting that the 
number of jobs will grow by 2.5% a year, on 
average, until at least 2002. 

Most ofthis growth has been in services. 
But even though Orange is home to such 
rapidly growing hamburger chains as 
Carl's Junior (slogan: “If it doesn't get all 
over the place it doesn't belong in your 
face") there is more to job growth than 
hamburger-flipping. The number of jobs in 
accounting and management consulting, 
for example, grew by 2096 between mid- 
1996 and mid-1997, according to the Or- 
ange County Business Journal. Orange's 
economy is now admirably diversified, 
with a growing civilian high-tech sector 
powered in part by people who have been 
laid off by defence companies; a multi-mil- 
lion-dollar surf-wear industry; numerous 
medical-equipment companies; and the 
design headquarters of many of the world’s 
leading car manufacturers. In January Lin- 
coln-Mercury decided to move its head- 
quarters from Detroit to Orange in an at- 
tempt to revive its flagging fortunes. 

Yet it would be a mistake to say there are 
no clouds on the horizon. The most omi- 
nous, of course, is the financial crisis in East 
Asia, a region that accounted for 12% of the 
county’s $8.3 billion-worth of exports in 
1996. If exports to the region fall by 15%, as 
the Anderson Centre predicts, the result 
will be a drop of $150m in the county’s ex- 
ports, killing about 2,400 jobs. But there 
may be mitigating circumstances. Imports 
from East Asia will probably rise, thanks to 
currency depreciations, creating jobs in 
distribution and financial services; and ex- 
ports to Mexico and Europe are also grow- 
ing strongly. 

The other cloud is as much social as eco- 
nomic, Orange County used to be a meta- 
phor for bland homogeneity, its politics 
solidly Republican, its population over- 
whelmingly white, its problems small- 
town. But more than 40% of the population 
now consists of minorities. Immigration is 
bringing huge advantages in its wake, both 
cultural and economic: roughly three-quar- 
ters of the 450 employees at Kingston Tech- 
nology, one of the area’s most dynamic 
firms, are immigrants. But it is also contrib- 
uting to what may be the area’s biggest 
problem, its growing inequality. 

Southern Californians used to talk of 
an “Orange Curtain” between Orange and 
Los Angeles counties. Joel Kotkin, of 
Pepperdine University, argues that a new 
“Orange Curtain” is dividing older cities 
such as Anaheim and Santa Ana, with their 
heavy concentrations of immigrants, from 
the booming economy of the south and the 
coast. Vacancy rates for research and devel- 
opment space have been rising in the north 
while falling in the county as a whole. Al- 
most all the new construction of such space 
has shifted to the area around the airport or 
farther south. The result is that cities such as 
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Saigon à l'Orange 


N MOST ways Tony Lam is the very 

model of an Orange County Republi- 
can. He rose from poverty to run à suc- 
cessful restaurant; he won election to his 
local city council on a crime- and tax- 
fighting ticket; his office is decorated with 
busts of Ronald Reagan. He believes so 
firmly in hard work and family values 
that he has put six children through col- 
lege. "If I am not a busy man,” he chirps 
happily, “then I am not Tony Lam." 

But in a county that once had more Ku 
Klux Klan members than ethnic minor- 
ities among its elected officials, Mr Lam is 
unusual: he is Vietnamese. Indeed, he 
claims to be the only Vietnamese elected 
official in the United States. 

Mr Lam is the public face of the big- 
gest Vietnamese community in the coun- 
try, based in Westminster (known as “Lit- 
tle Saigon"), a smallish town in northern 
Orange County. Official estimates put the 
area's Vietnamese population at 70,000; 
locals say the figure is much higher. Mr 





Lam's success suggests that the Vietnam- 


ese have established a toehold in Orange 
society; but, as he relaxes over a breakfast 


of spicy beef stew and sweet coffee, he 
himself is not so sure. 

Little Saigon is a two-mile stretch of 
shopping malls that are home to an esti- 
mated 2,000 businesses. The restaurants 
are Caucasian-free; record shops special- 
ise in Vietnamese pop; newspaper shops 
sell 15 different Vietnamese papers. Many 
Vietnamese have done well in Orange 
County, as the crush of 
Mercedes in the car parks 
testifies. The most success- 
ful of them all is Frank Jao, 
the head of Bridgecreek 
Development, who receives 
rents from half the local 
businesses and is known as 
"chow fou", Chinese for 
"godfather". But others have 
not been so lucky. The Viet- 
namese community is 
deeply divided between 
those who arrived in 1975 at 
the end of the Vietnam 
war—most of whom were 
well-educated and well- 
connected—and the boat 


The only way forward, the leaders say, is 





people who arrived in the late 1980s, less | 


well-educated and emotionally scarred. 
The results of this division can be seen in 


the local schools, where many Vietnam- 
ese children are high achievers but others 
drift into drug gangs. 

The biggest worry among Vietnamese 
leaders is that their community is too in- 
ward-looking. Little Saigon suffers from 
stagnant sales and an ageing population. 


to turn it into a tourist centre. So 
Bridgecreek Development has built a 
$4m shopping centre and 
cultural court, decorated 
with two giant Buddhas. 

Yet the scheme has met 
with only limited success: | 
35% of the mall remains un- 
occupied. The main reason 
is the indifference of Or- 
ange County’s white major- 
ity. The county’s Anglos 
may now be cosmopolitan 
enough to contemplate hav- 
ing spicy beef stew and 
sweet coffee for breakfast. 
Whether they will be willing 
to drive miles toa suburban 
strip mall to get it is more 
open to doubt. 











Santa Ana, which is now 70% Latino, are 
hotbeds of social discontent. 

Orange County’s government is singu- 
larly ill-prepared to cope with this. The 
county is Balkanised into 31 cities (or 
"home-owners' associations that call them- 
selves cities", as one resident acidly puts it), 
which are run by part-time council mem- 
bers and seldom look outside their own 
back gardens. Most planning is done by the 
three property companies that own large 
chunks of the county's land, notably the 
Irvine Company; but helping the poor is 
hardly part of their brief. The county has 
shown that it has the energy to drag itself 
out of a steep recession; but in order to tear 
down the Orange Curtain that is increas- 
ingly dividing the county into two, this vir- 
tual city will have to learn one of the hard- 
est arts of all, that of politics. 





Race relations 


In a glass, darkly 


WASHINGTON, DC 


MERICA is supposed to be the land of 
optimists, but on some subjects pessi- 
mism persists in defiance of all evidence. 
Religious conservatives lament that god- 
lessness is on the rise, even though church- 
going has held constant. Political commen- 
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tators lament that politics has grown 
corrupt, as though the big-city machines 
and smoke-filled rooms of yesteryear were 
any prettier. And race has its declinists too. 
In 1968 a commission headed by Otto 
Kerner, the governor of Illinois, found that 
America was "moving towards two soci- 
eties, one black, one white, separate and un- 
equal." Thirty years on, a follow-up report 
claims the situation has grown bleaker. 

The new report comes from the Milton 
S. Eisenhower Foundation, which was set 
up to carry on the Kerner commission's 
work. It concedes that the black middle 
class has grown, and that black high-school 
graduation rates have risen. On the other 
hand, it points to the fact that unemploy- 
ment in a few black inner-city neighbour- 
hoods is at "Depression levels" of 5096 or 
more. America's child-poverty rate is four 
times higher than Western Europe's, the re- 
port says; the rate of incarceration for black 
men is four times higher than in the days of 
apartheid South Africa. 

The report's critics point out that it 
mixes race and economics. Black unem- 
ployment in desperate ghettos is not obvi- 
ously the result of racism. Most of the worst- 
stricken cities are run by black mayors, after 
all; and the social services that might once 
have ignored the plight of blacks are now 
also run by blacks. Black entrepreneurs as 
well as white ones have fled the inner cities 
for the suburbs, as the report itself points 


out. Income inequality has indeed grown 
since the 1968 report, but the divisions do 
not mainly coincide with race; nor are they 
mainly caused by racism. 

A bigger cause of black poverty is that 
7096 of all black children are born out of 
wedlock. But Lynn Curtis, one of the au- 
thors of the new report, resists the idea that 
the responsibility for poverty may lie in 
part with the poor. The counter-argument 
is that poverty, caused by the indifference 
of white government elites, has brought 
about family disintegration. This notion 
hardly squares with the evidence of the 
past: during the Depression, poverty was 
acute, but families were more cohesive. 

The report has half a point when it ac- 
cuses government of indifference. It fails to 
notice that the 1996 welfare reform, which 
is linked to extra training, transport and 
other services for the jobless poor, does 
amount to a new government initiative to 
do something about underclass misery. 
Still, it is true that there is scant political 
will in America to follow welfare reform 
with a revamp of America's housing and 
education policies, even at a time of eco- 
nomic prosperity. Bill Clinton's big con- 
tribution to Democratic politics has been 
to shift his party's focus from the poor to the 
middle class. And, observing his electoral 
success, few Democrats propose to chal- 
lenge this. 
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If you can't take a year off 
to do our world-renowned MBA... 


Executive MBA 


Look over the horizon. An army of bright young MBAs is moving up fast. But you’re more 
experienced. You have solid achievements behind you and you never had the opportunity 
to take a year or two off. You should carefully consider our new Executive MBA. 


The 


e Its specifically designed for experienced executives like in addition to presentations, simulations, cases, workshops and 

you and structured to fit your schedule. You'll do 19 weeks of small-group work, you will develop a project from your own 

out-of-the-office learning that can be spread over as little as 16 company. And between sessions in Lausanne and around the 

months, or up to 3 years, depending on your schedule world you will continue to work with the faculty and your fellow 
participants, using the most advanced distance-learning 

e It's built largely around business themes rather than functions, technology. 

combining the best of IMD executive programs with one of the 

world's top-rated MBAs This program goes way beyond the basics and will help you 


develop the most important skill of all - continuing to learn. 


e You will go on world discovery trips to Shanghai, Northern Italy 


and Silicon Valley, not to sit in a classroom, but to see how The world is not only getting smaller, it's turning faster. 
excellent companies succeed. IMD's new EMBA may be your last chance to get up to speed 


"Looking for an MBA with an international touch?... 
For serious learning..:double-strength training...go to IMD” 
Forbes MAGAZINE 


IMD 


Real World. Real Learning” 


For full details of the program, please contact: E. W. Jaggi, 
IMD-Inter al Institute for Management Development, Lausanne tzerland. 
Tel: +41 21/618 03 4 ax: +41 21/61807 15 Website: http://www.imd.ct -mail: info@imd.ch 
FC ore information about our full-time MBA program, cor 
E-mail: mbainfoGimd.ch ^ Tel: +41 21/618 02 98 Fax: +41 21/618 06 15 
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T HIS is a bad time to be a Republican. Bill Clinton has given a 
fresh twist to the principle that the accused is not guilty until 
proven otherwise: the more he is accused, it seems, the more in- 
nocent he is reckoned. Kenneth Starr, his prosecutor, has be- 
come the Republican who dominates the news; and each sub- 
poena he issues makes his party seem meaner. Meanwhile the 
Republicans in Congress are a mess. The Senate majority leader, 
Trent Lott, is bland; the House Speaker, Newt Gingrich, is 
rumoured to be stepping down to make a hopeless presidential 
bid; and Mr Gingrich's deputy in the House is, well, Dick Armey. 

On the face of it, the possibility of Mr Armey's succession to 
the speakership ought not to be disturbing. He has a life story 
with a made-for-politics appeal. 
He is a farm boy made good, an 
economics professor with a folksy 
style; he quotes Milton Friedman 
in Washington seminars and 
country-music songs back in his 
Texas district. After high school 
Mr Armey took a job repairing 
power lines: he was up an electric- 
ity pole one night, with the tem- 
perature at 30 degrees below, 
when he decided to become the 
first member of his family to go to 
college. He comes from a place 
even more serendipitous, from a 
speech-writer's point of view, than 
Mr Clinton’s Hope, Arkansas. He 
grew up in Cando (pronounced, 
yes, can do), North Dakota. 

Mr ded has proved that he 
can spring plenty of surprises. He 
was living in Texas, a Republican - 
northerner in the Democratic 
South, when he watched Congress 
on television and decided he 
would join; he promptly unseated. 
an entrenched incumbent. He 
was a mere backbencher when he set out to iotiave aneda iili- 
tary bases closed down, a task long thought impossible because 
of the vested interests ranged against it. He succeeded. He was 
considered crazy when he insisted that Republicans could win 


the House in 1994. But, outer With A Mr udi he kd. the 
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The disappointment of Dick Armey 
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he was evicted from the gym by the Democratic speaker of the 
time, he slept on the floor of his office for six years. He still drives 
a pick-up truck, still wears cowboy boots under his dark suit, still 
eschews the politesse expected of a congressman. He calls Mr 
Clinton “the most effective liar that has ever held public office in 
America.” And, when his press secretary winces at this, he 
stresses that he means it. 

In sum, Mr Armey is an early prototype of the fiery young 
Republicans elected in 1994, who likewise denounce Washing- 
ton and camp on the floor of their offices. And, like the class of 
'94, Mr Armey combines principle and guts with embarrassing 
indiscipline. He has shot his mouth off about Mr Clinton in the 
past, then felt obliged to apolo- 
gise. He conspired last year with 
freshmen plotting to oust Mr 
Gingrich from the speakership, 
then enraged his followers by 
dropping their cause. At one mo- 
ment he professes an indifference 
to the possibility ofhigher rank. At 
another he brags, “I have proba- 
bly introduced more ideas into 
this party than anybody.” 

Mr Armey's current big idea is 
to reform America’s tax system. 
Since October, he has touted the 
merits of a flat tax in 15 cities; and 
this week he followed up with 
three debates on tax reform in 
Washington. The current tax code, 
he rightly says, is monstrously 
complex. Because of this, the Inter- 
nal Revenue Service has grown 
monstrously large as well: Amer- 
ica, Mr Armey likes to say, ex- 
pends five times as much effort 
. harassing taxpayers as it does 
| tracking down criminals. Each 
year, Americans are said to devote 


(8. 4 z billion hours to complying with the tax code, moretime than 
it takes to produce every car, truck and van made in America. So 
the code should be scrapped, Mr Armey says, and replaced with . 

a 17% levy on all income from capital and labour. — 7 
MrArmey thinks hehasa winning issue here, something that j 
will give Republicans focus. And, in theory, tax reform sounds 


promising. But, at a Monday breakfast meeting in Washington, 
Mr Armey’s pronouncements sounded as flat as the tax he advo- 


‘cates; and the audience seemed bored by the subject. Perhaps 


this was because Mr Armey concedes that no reform will happen 


soon. And perhaps this is so because the Republicans cannot - 


agree on a single tax-reform proposal. Around the country, Mr 


Armey has been joined in his debates by Billy Tauzin, another- 


Republican with a rival scheme for revamping the tax system. - 


In the 1994 elections, House Republicans did well because ` 
they united behind the Contract with America. In 1998 they can- 
not unite around anything, allowing Mr Clinton to mock them | 

. for wanting to tear up the existing tax code without knowing - 
. what would replace it. „Mr Armey embodies both the zeal of 1994 
and the drift of 1998, just as he personifies the idealism of the 
House Republicans as well as their flakiness, If he does one day 
become speaker of the House, it would in à wayi be Ding. And l 





the Democrats would be delighted. 
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"(he artwork in our hotel has to be spectacular. 


After all, it's competing with the windows. 





Trump International Hotel and Tower is truly a hotel like no other 
Almost every detail of its design, from furnishings to artwork, was commissioned 
for our guests and our guests alone. The residential ambiance 


they create is enough to compete with any view of Manhattan, even ours 
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INTERNATIONAL 
H o T E L & TOWER 
ONE CENTRAL PARK WEST 


NEW YORK'S NEW STANDARD FOR LUXURY AND PRIVACY 


One Central Park West, New York, N.Y 10023 * Phone 212-299-1000 * Fax 212-299-1058 
f 
Pere: For reservations call 1-800-323-7500 or contact your travel professional 


KrisWorld is now playing in every seat in every class’. We invite you to sit back and choose from over 60 entertainment opti 


including blockbuster movies, TV hits, thrilling interactive games, the widest selection of music and updated satellite text news. You e 





ve your own phone. First and Raffles Class passengers can also enjoy WISEMEN, the world’s flrst inflight entertainment system to 


A great way to fly 

ovide both audio and video on demand* Enjoy the biggest show in the sky, only on Singapore Airlines. SINGAPORE AIRLINES 
` K " MÀ MÀ AM M x ss 
dilable on all flights except A310 and B747-300 services. " Progressively being introduced on our fleet of MEGATOP 747s, JUBILEE 777s and CELESTAR A340s. bttp.//wwtw.singaporeair.com 








Software Winner: 


Ron Dennis. 
Managing Director 
McLaren Internationa’ 








McLaren is one of the winningest teams 

n Formula One history 

Sinc e 1966, McLaren has won seven 
Constructor's World Championships, nine 
Driver's World Championships and more 
than 100 Grands Prix. Not to mentior 
three indianapolis 500 wins, the LeMans 
24-hour endurance race and five 


consecutive Can-Am sports car tities 





West McLaren Mercedes 
“To win consistently, you have to have 
the best. That's why we've teamed up 
with Computer Associates," says Ron 
Dennis, Managing Director for McLaren 
ternational. "Processing our engine and 


race data efficiently and intelligently is 
rucial and CA is helping us approach it 
an entirely new manner.' 

Under a technology partnership, 
the West McLaren Mercedes Formula 
One Team and CA are developing an 
innovative new solution that gives the 
racing team's engineers the ability 
to easily assess and analyze the 
Formula car's performance data. 

Built around CA's vage TNG 
the program can monitor the telemetry 
data that the race car transmits to the 
pits while it's racing. Everything from 
throttie response to brake pressure to 
even the G-forces exerted on a driver. 
TNG then displays th ie data through its 
award-winning 3-D, Real World 
Interface 

"| have a favorite saying, that is, 
to come in second is to be the first 
of the losers." says Ron Dennis 

At McLaren we're interested only 
In winning and we associate ourselves 
th winning companies. With 


only w 
computer Associates and McLaren, we 

have two winning companies sharing à 

common goal and common partnership." 


(4OMPUTE 
iSSOCIATES 


Software superior by design. 
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Deadly drug? That's coca leaf 


LA PAZ 


The war on drugs is even more complex than it looks. Ask Bolivians 


OAMERICANS it is the raw material of 

a deadly drug which feeds crime and 
kills young people. To Bolivians and Peru- 
vians it is coca leaf, a crop that their farmers 
have been growing since history began, and 
a nice, strengthening chew or tea it makes. 
What is to be done about it? The usual an- 
swer is, at best, persuade farmers to grow 
something else; at worst, ban it and spray 
the growing plants with herbicide. 

Neither method, in fact, has cut the 
northward flow of the end-product, co- 
caine. But hope springs eternal. The most 
elaborate effort yet to stamp out the world's 
production of coca (and of the opium 
poppy) could well be launched before the 
end of 1998. Individual countries' efforts, 
largely inspired by the United States, have 
had little effect. Indeed, in Colombia, 
where spraying is widespread, the output 
of coca is multiplying, not falling. The new 
idea is a multilateral effort. 

The United Nations' Drugs Control Pro- 
gramme (UNDCP) will this month lobby 
members to support a ten-year plan to this 
end. This could become the centrepiece of a 
special session of the UN General Assembly 
in June, leading to a new global drug-con- 





Something to chew for the trip? 
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trol convention to replace the cat's-cradle 
of existing accords. But will it work? 

One country that could test that—and 
get considerable aid in doing so—is Bolivia. 
By one reckoning, it is the source of 30% of 
the world's coca paste and in 1996 earned 
from illicit export of coca paste and cocaine 
perhaps 3% of the Gp» of $7 billion or so 
that supports its roughly 8m people. Boliv- 
ias indigenous highland peoples chew 
coca to allay hunger, tiredness and the ef- 
fects of living at 4,000 metres (13,000 feet). 
It does their teeth no good, but otherwise 
seems to do little harm. Pro-coca arguments 
rely on the benign image of smiling peas- 
ants, their cheeks bulging with masticated 
leaves. 

But Bolivians are starting to consume 
cocaine base and cocaine; only 40,000 or 
so of them, 0.5% of the population, by a 
1996 estimate, but that is a fivefold increase 
on the estimate for 1991. The old distinc- 
tion between producer and consumer 
countries is being blurred, and—like others 
in Latin America—Bolivia’s government 
cannot now afford to turn a blind eye to the 
coca issue, even if it could afford the Ameri- 
can displeasure that that would earn it. 


The United States has given Bolivia 
over $200m in the past five years to fight 
coca, mainly by switching farmers to other 
crops. The hope is to “force the coca econ- 
omy into a crisis”, says the local UNDCP rep- 
resentative, René Bastiaans. New strains of 
alternative crops may be needed in the pro- 
cess; new farming skills and markets al- 
ways are. Still, by now, in the big coca-grow- 
ing area—the tropical Chapare region, in- 
land from the Andes—three times as much 
land is used for these crops as for coca. They 
have raised GDP per person beyond $1,400, 
far above the national average. 

So coca is on the way down? No such 
thing, says satellite imagery. An anti-coca 
law in 1988 made all but 12,000 hectares 
(30,000 acres) of "traditional" coca plant- 
ing illegal, and banned new planting. Yet 
just over 50,000 hectares were still under 
coca in 1992—and the 1997 figure was 
much the same, even though planting has 
halted on 28,000 hectares of ex-coca land. 
The reason, critics say, is Bolivia's practice 
of paying farmers $2,500 per hectare to up- 
root their plants. That avoids conflict with 
their militant and efficient organisation. It 
also finances new planting—even, maybe, 
on the land officially cleared, since moni- 
toring is feeble. 

Now the government has promised to 
take Bolivia out of the coca-cocaine circuit 
by 2002. Its ambitious plan calls not only 
for an end to new planting, but for unprec- 
edented eradication of existing crops. The 
government reckons this will cost $950m— 
and will friendly countries kindly cough 
up $790m of that. Compensation to indi- 
vidual farmers who voluntarily eradicate 
their coca plants is to stop by the end of 
1998. An alternative community" scheme 
will be phased out by 2001. The consequent 
unrest could be considerable. Meanwhile, 
the United States, though it has just certi- 
fied Bolivia as an anti-drugs ally, is cutting 
down its aid: balance-of-payments sup- 
port, a euphemism for coca-eradication 
aid, is due to fall from $19m to zero this 
year, and some aid specifically directed 
against drugs is also to be cut. 

For the government, the UNDCP’s initia- 
tive could therefore be very timely. But it 
has still to convince Bolivians that coca 
growing and coca-leaf consumption are 
not just part oftheir way of life but a crucial 
element in international crime. When next 
month's “summit of the Americas" in Chile 
turns its attention to drugs, some of Bill 
Clinton's team will learn, to their surprise, 
that to certain Latin Americans coca is as 
natural as, to them, is apple pie. 
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Colombia 


Guerrillas, drugs, 
votes and Clinton 


BOGOTA 


OT many Americans may know—let 
alone care—that Colombians will be 
electing a new Congress on March 8th. A 
few more, possibly, will have learned of this 
week’s battle between the Colombian army 
and far-left guerrillas, which may have cost 
the army 50 dead, its biggest-ever loss in a 
single guerrilla engagement. Yet American 
officials are closely watching both affairs— 
and, some Colombians think, have had far 
too much to do with them. 

Colombia’s President Ernesto Samper 
has never been popular in Washington. 
Though the country’s Congress—domi- 
nated by his Liberal Party, admittedly—has 
cleared him of accusations that he accepted 
$6m of drug money for his campaign in 
1994, Mr Samper had his American visa 
suspended in 1996, and has had the Clin- 
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ton administration breathing down his 
neck ever since. To a rising chorus of Latin 
American disapproval, Colombia in both 
1996 and 1997 was “decertified” by the 
Americans as an ally in the war on drugs; at 
a cost to it, it reckons, of $800m in aid and 
international finance. 

Still, Mr Samper will step down in Au- 
gust, and the United States last week re- 
laxed its usual stance of confrontation. Co- 
lombia escaped decertification, if only 
through a waiver, based on American na- 
tional interests—no seal of approval, but at 
least it avoids the threat of sanctions on ex- 
ports, and automatic American vetoes on 
multilateral loans. Madeleine Albright in- 
deed praised Colombia’s police and anti- 
narcotics agencies, which last year eradi- 
cated some 50,000 hectares (125,000 acres) 
of coca and poppy plantations, seized huge 
quantities of drugs and arrested several big 
traffickers. Nearly 2,000 properties and 
firms owned by drug dealers were subject 
to asset-seizure procedures. 

Mr Samper, in contrast, was harshly 
criticised for lack of anti-drugs enthusiasm. 
So was Congress, for amending the con- 
stitution to allow the extradition of Colom- 
bians, as the United States wanted, but not 
making it retroactive, which would let the 
Americans lay hands on the imprisoned 
bosses of the dismantled Cali mob; remark- 
ably, Mr Samper is now talking of getting 
the constitutional court to alter that. 

Colombian reaction was mixed: a wel- 
come for the reprieve and a possible im- 
provement in relations, but renewed criti- 
cism of the certification process and, 
notably, of the way American policy has 
weakened President Samper, both destab- 
ilising politics and worsening Colombia's 
internal conflicts. Mr Samper, in this view, 
has been undermined in his efforts both to 
fight the guerrillas and to make peace with 
them. And the Americans did not help by 
their extreme zeal—at least until last year— 
to ensure that American-supplied equip- 
ment was used only to fight the menace of 


drugs, not that of the guerrillas. 

The army was put on full alert this week 
for the election, which attracted some 7,500 
candidates, though the two houses of Con- 
gress together have fewer than 300 seats. 
Many are standing as independents, often 
onanti-corruption platforms. American of- 
ficials will be keenly watching the fate of 
the scores of congressmen that they know 
or suspect to have drugs links. 

But such public interest as there was in 
politics—not much—gave way this week to 
concern with violence. In October's munic- 
ipal elections, guerrillas and paramilitaries 
killed nearly 50 officials and terrified 1,500 
candidates into withdrawal. The past two 
weeks saw a spate of allegedly paramilitary 
killings, notably that of a human-rights ac- 
tivist in Medellin, Jesus Maria Valle Jara- 
millo, who had accused the army and poli- 
ticians of sponsoring death squads. 
Guerrillas, calling for a boycott of a *pho- 
ney" poll, kidnapped 15 mayors and am- 
bushed soldiers watching over the election 
campaign. On Monday eight soldiers were 
killed near Zulia, in the north-east. 

Far bloodier news soon came from 
Caqueta province, in the south, a strong- 
hold of the Farc (Revolutionary Armed 
Forces of Colombia), the largest of the guer- 
rilla forces. An army strike against guerril- 
las who had been massing by the Caguan 
river there, downstream of the town of Car- 
tagena del Chaira, went badly wrong. Co- 
lombia's few ancient bombers and some 
more modern Israeli jets were thrown into 
the fight. But attempts to fly in reinforce- 
ments for the ground troops by helicopter 
were at first frustrated by both bad weather 
and gunfire. By Wednesday the army was 
admitting its losses might be high. Inter- 
cepted guerrilla messages said 40-50 of the 
soldiers had been killed. Given that the unit 
was only 120-strong, not many of the rest 
seem likely to have escaped. 





Mexico 


Another attempt 
to heal Chiapas 


MEXICO CITY 


VERYONE in Mexico, it seems, wants 

peace in the troubled state of Chiapas. 
No one has a clear idea of how to achieve it. 
Now, though, both the government and the 
Zapatist rebels are at least showing readi- 
ness to try. 

The rebellion is over four years old. Two 
years ago peace negotiators reached a series 
of agreements. But the deals broke down 
later that year, with the Zapatists claiming 
that the government did not really mean to 
act upon them. The rebels went back to the 
jungle. Meanwhile, Chiapas's dirt-poor in- 
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digenous people have been getting poorer 
still (see page 104). 

This was the background against which 
in December paramilitaries linked to the 
ruling party massacred 45 such people in 
the village of Acteal in central Chiapas, 
while the local forces of law and order at 
best looked the other way—and, many 
think, did far worse than that. The massacre 
brought Chiapas back to the headlines, 
causing the government acute embarrass- 
ment at home and abroad. After two 
months of head-scratching and scapegoat- 
hunting, it has now shown signs, through 
its new interior minister, that it is ready to 
examine anything that may give Chiapas a 
chance at the peace and economic progress 
now enjoyed by most of the country. 

The minister, Francisco Labastida, 
came to his job when his predecessor was 
sacked two weeks after the Acteal massacre. 
His proposal last Sunday was simple: let 
the rebels and the government go back to 
the peace accords of early 1996. The gover- 
nor of Chiapas—he too in that post only 
since January—has also offered his ideas for 
improvements at local level. 

Whoever was to blame for the earlier 
breakdown—government and rebels dis- 
agree—getting the deal back on the road 
will not be easy. At the same time that Mr 
Labastida was signalling his willingness to 
make the attempt, the Zapatists’ leader, 
"Subcomandante Marcos", was laying 
down his own seemingly non-negotiable 
preconditions for joining in. 

In a video message recorded in the Chi- 
apas jungle and shown to journalists on 
March ist, he said that, before talks could 
start, the government had to prove itself 
ready to fulfil five main points, mostly 
taken from the earlier deal. It must, he said: 
* free Zapatist "political prisoners"; 

* end the heavy army presence and disarm 
paramilitaries in Chiapas; 

* offer practical proposals for reforms to 
make the political and judicial systems 
more accessible to indigenous people; 

* set up an independent commission to 
mediate in disputes in the state; and 

e make a start on agreed constitutional re- 
forms relating to indigenous rights. 

For his part, Mr Labastida promised to 
introduce constitutional reforms on indig- 
enous rights in the next session of Congress. 
He also re-emphasised the need for eco- 
nomic change. "Enough blocking of efforts 
to overcome poverty and marginalisation," 
he said. "Enough of so much poverty in 
Chiapas. Enough is enough." These are fine 
words, maybe the strongest sign the present 
government has given of eagerness to end 
the rebellion it inherited. But the Zapatists 
remain sceptical: in a letter to a congres- 
sional committee made public at mid- 
week, the subcomandante accused the gov- 
ernment of trying to “exterminate” them. 
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Chile 


THE AMERICAS 


All good things must slow down 


SANTIAGO 


The trouble in Asia is beginning to show up weaknesses in Latin America’s 
most successful economy. Is the Chilean model really not so model after all? 


O ANY who doubt the effectiveness of 

free-market economics in Latin Amer- 
ica, its reformers have a standard response: 
“Look at Chile.” Alone among its neigh- 
bours, Chile has achieved sustained high 
growth: over the past eight years, the econ- 
omy has expanded by almost 8% a year, 
while inflation has been brought down 
from 27% to 6%. Since the long dictatorship 
of General Augusto Pinochet came to an 
end in 1990, Chile has also appeared to of- 
fer a model of political concord. Backed by 
the broad alliance known as the Concer- 
tacion, centre-left governments, today's one 
headed by President Eduardo Frei, a cau- 
tious Christian Democrat, have left intact 
the market-driven economy established by 
the dictatorship, while spending more on 
education and health; “growth with eq- 
uity” is the slogan. Since 1989, the propor- 
tion of Chileans in poverty has declined by 
almost half, to under one in four. 

Many officials in Santiago dislike talk 
of a Chilean model. Indeed, Chile’s eco- 
nomic policies are a curious mixture. Part is 
orthodox: prudent macroeconomic man- 
agement, plus structural reforms such as 
open trade, deregulation, privatisation and 
a widely imitated private pension system, 
all helping to boost savings and invest- 
ment. Part is heterodox. Surges of volatile 
foreign capital have been discouraged by, 
in effect, taxing inflows. While other coun- 
tries have applied shock treatment, Chile 
has lowered inflation only gradually; some 
prices are still indexed, as is the minimum 
wage, the target figure for the exchange rate, 
and some other things. These are old ar- 
rangements, and old-fashioned too, but the 
authorities show no zeal to alter them. 

Nor is Chile typical of the region. Its 
population is cohesive and fairly small 
(14.8m). Its administration has long been 


Look at that 


GDP, % increase on a year earlier 





Sources: National statistics; World Bark 
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Frei in the middle 


quite efficient. The democrats among its 
elite have an aversion to extremism, bred of 
a national trauma—the attempt by the 
elected President Salvador Allende to make 
a socialist revolution, and his bloody over- 
throw in 1973 by General Pinochet. 

None of this stops outsiders from hold- 
ing Chile up as a model, and no longer just 
to Latin America. In 1982-83 it suffered a 
slump, induced by debt and wild insider 
lending by private banks—problems much 
like those afflicting some East Asian coun- 
tries today. Some economists argue that 
those countries should learn from Chile's 
open market economy, tight banking su- 
pervision and capital controls. 

Yet even as outsiders praise it, cracks are 
appearing in the Chilean model. One is po- 
litical. After 25 years in the job, General 
Pinochet, now 82, next week retires as army 
commander. As a former head of state with 
Over six years as such, he will join several of 
his friends as an unelected (but voting) sen- 
ator. That is in accordance with the con- 
stitution—drawn up by him, it is true, but 
ratified by two referendums in the 1980s— 
yet it has reminded Chileans that, almost a 
decade after the end of dictatorship, they 
still live in a less-than-full democracy. In- 
deed, unexpected threats of impeachment 
trom backbench congressmen led the gen- 
eral to postpone his change of job, planned 
for this January, to March 10th, the very last 
day possible. Relatives of those who “disap- 
peared” under his regime are now trying to 
sue him. They may not get far: as a senator, 
ne will still be immune from civil courts. 
But it all adds to the new political tensions. 

Meanwhile, the economy has come un- 
der strain. Chile is especially vulnerable to 
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East Asia’s woes. Thanks to its search for 
new markets, 33% of its $17 billion of ex- 
ports in 1997 went there. True, under 10% 
went to the countries now in deep trouble. 
But falling Asian demand has cut the world 
price of copper from $1.19 a pound ($2,625 
per tonne) last June to 75 cents. And though 
Chile has developed new exports, copper 
made up 42% of its 1997 total. At recent out- 
put levels, one cent off the price costs it 
$65m a year abroad. Both the current ac- 
count and the exchange rate (painfully 
strong for much of 1997) have been under 
pressure since September. 

The current account was already being 
reddened by over-rapid growth; output 
was 10% higher in December than 12 
months before. To cool it, the central bank 
has raised interest rates twice this year, 
most recently to 8.5% above inflation, and 
the finance ministry has cut public invest- 
ment. More belt-tightening may follow. Of- 





ficials say 1998 growth could still exceed 
5%. But the central bank—which, unusually 
for Latin America, is independent of the 
government—is worried by the current-ac- 
count deficit, which some economists fear 
could reach 6% of cpr this year, and it has 
an inflation target of 4.5% to meet. Growth 
may drop again in 1999. 

That is still an orderly pause, not a rout. 
Guillermo Perry, the World Bank's chief 
economist for Latin America, says Chile is 
better placed than any other country in the 
region to absorb external shocks, thanks to 
its well organised budgetary institutions, 
prudent fiscal management (a surplus ev- 
ery year since 1989) and tight banking su- 
pervision. And it has a shock-absorber: 
gains from high copper prices have gone 
into a stabilisation fund, now standing at 
$1.85 billion, which can be drawn on by the 
government when prices fall. 

Yet this slowdown is still awkward for 
Mr Frei and his government. It coincides 
with an increasingly noisy argument about 
economic policy. The commonest criti- 
cism, heard mainly (but not solely) from 
supporters of General Pinochet, is that the 
government is slowly eroding both Chile's 
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hard-won international competitiveness 
and its fiscal virtue. “This government ad- 
ministers the reforms of the past,” says Jose 
Piñera, who as General Pinochet's labour 
minister set up the private pension system. 

Government spending is indeed rising 
faster than the economy; social spending, 
mainly on health and education, has dou- 
bled since 1990. Critics say the government 
should have tightened fiscal policy to lower 
inflation; instead it first relied too much on 
the peso’s (then) strength, and later on a 
tight monetary policy that squeezed pri- 
vate firms. Yet the state remains small by 
world standards, and the number of pub- 
lic-sector jobs has barely risen since 1990. 
And taxes have in fact been raised to meet 
higher spending. Eduardo Aninat, the fi- 
nance minister, calls the debate "very ideo- 
logical—as perhaps it should be.” 

But is the extra money being well spent? 
Critics point to continuing public dissatis- 
faction with the social services. To invest 
more in health and education was “good 
economics and good politics”, says Vittorio 
Corbo, an economist at Santiago's Catholic 
University. Chile, still dependent on natu- 
ral resources, badly needs new businesses 
and a more skilled labour force. But the 
new money is not being used efficiently, he 
says: much has gone on wage rises for teach- 
ers and health workers, rather than on in- 
novative ways to deliver services. 

Officials counter that the dictatorship 
bequeathed them crumbling schools and 
hospitals, with impoverished staff. The av- 
erage pupil is getting at least a year’s more 
schooling than in 1987; the school day is to 
be lengthened, the quality of education im- 
proved, especially in the poorest areas. The 
government does want to direct its social 
spending better, says Mr Aninat, and to ex- 
tend private-sector involvement. 


The conservative stranglehold 


Yet changing Chile is not easy. Mr Frei has 
tried and failed to get the right-wing oppo- 
sition to agree to controversial measures 
such as higher mining taxes or more rights 
for trade unions. Most Chilean conserva- 
tives fiercely oppose change of any kind. 
And though they are a minority in Con- 
gress, they have usually prevailed, being 
backed by the armed forces, leading busi- 
nessmen and much of the media. And by 
the constitution. It retains strong undemo- 
cratic elements, despite modifications ne- 
gotiated between the Pinochet regime and 
its opponents in 1989. The nine unelected 
senators—including four named by the 
armed forces—have enabled the conserva- 
tive minority in Congress to block reform 
(not least, three times since 1990, the aboli- 
tion of these unelected seats). Though it 
rarely meets, the National Security Council 
gives the armed forces a further voice in 
politics. Military spending is high. 

A modern, democratic, conservative 
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party shows no sign of emerging. On the 
contrary: though the Concertacion won De- 
cember’s congressional election comfort- 
ably, its share of the vote fell by 5%. The big 
winner was the hard-right Independent 
Democratic Union (up1), which gained 
seats at the expense of a softer conservative 
rival. The UDI opposes any threat to Gen- 
eral Pinochet and his legacy. Many political 
analysts say it did well partly because it 
could vastly outspend all other parties, 
thanks to support from business (short- 
sighted support, maybe: Socialist congress- 
men ask why they should back privatisa- 
tion if the buyers of state companies will 
promptly finance their opponents). 

This conservative stranglehold on the 
political agenda has bred a stifling con- 
formism in public life—just when the eco- 
nomic slowdown shows the need for new 
and imaginative thinking. It has also disil- 
lusioned the public. Many young people 
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did not vote in December’s election. The 
(unreconstructed) Communist Party did 
surprisingly well, having already—for the 
first time since the restoration of democ- 
racy—last year won control of student 
unions across the country. The Commu- 
nists benefit from a widespread sense that 
Chile may be much less poor than it was, 
but that society remains unequal and un- 
fair. Income distribution has not in fact 
grown worse, as the left claims, but neither 
has it grown better. And there is much evi- 
dence that opportunity remains unequal, 
and social mobility far more restricted 
than in, say, Brazil. 

Even so, almost all Chileans are much 
better off than their parents were. Democ- 
racy has been strikingly successful at deliv- 
ering growth with a bit more equity. Yet 
prosperity brings raised expectations. “Peo- 
ple now take it for granted that the econ- 
omy will grow for ever at 7% or 8% a year, 
and they don’t give the government any 
credit for it,” laments Alejandro Foxley, a 
Christian Democratic senator and some- 
time finance minister. The economy may 
well come successfully through today’s tem- 
porary slowdown; the challenge for Presi- 
dent Frei is to prove to Chileans that demo- 
cracy is essential to their success. 
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An occupation Israel would 


love to end 


JERUSALEM AND BEIRUT 


But if it is to get out of south Lebanon, Israel will either have to make peace 
with Syria or accept the risk of unconditional withdrawal 


T IS a measure of Binyamin Netanyahu’s 

credibility that when he signals a desire 
to withdraw Israel’s army from south Leba- 
non, everyone looks for ulterior motives. Is- 
rael, the prime minister said last weekend, 
accepts United Nations Security Council 
Resolution 425. This resolution, passed 20 
years ago this month, calls on Israel to 
“withdraw forthwith its forces from all Leb- 
anese territory”. Israel, which has neither re- 
jected nor obeyed this command, seems 
this time to be hedging its acceptance-in- 
principle with slightly fewer conditions 
than in the past. But it still demands that 
Lebanon should establish the “proper secu- 
rity arrangements” in southern Lebanon to 
ensure the safety of northern Israel. “A sig- 
nificant shift in policy,” claims the minister 
of science, Michael Eitan. What is Mr Net- 
anyahu really after, ask the sceptics. 

Some point to the prospect of immi- 
nent American intervention—read pres- 
sure—designed to resuscitate the half-dead 
Israeli-Palestinian peace process. The Clin- 
ton team, worried by the Arab world’s re- 
sentfulness during the Iraqi crisis, is con- 
sidering confronting the two sides with 
detailed proposals of its own for a phased 
Israeli redeployment in the West Bank. Mr 
Netanyahu is openly apprehensive. This 
week he urged visiting American Jewish 
leaders to lobby Congress against any such 
design. A surge of diplomatic activity on 
the Israel-Lebanon front could, perhaps, be 
a useful diversion. 

In any event, on March 1st Mr Netan- 
yahu sent two aides to Paris for "secret" 
talks on Lebanon. The defence minister, 
Yitzhak Mordechai, was himself due in 
Paris on March 5th. Rumour suggested that 
France might send its troops to police a cor- 
don sanitaire along the border after Israel 
pulls out, perhaps by reinforcing UNIFIL, 
the UN peacekeeping force that has been 
there since 1978. There was even specula- 
tion that Syria might have indicated, 
through France or Russia, a new readiness 
to negotiate over the Golan Heights and 
south Lebanon too. 

Mr Netanyahu seems comfortable to let 
the rumours proliferate. But the more cir- 
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cumspect Mr Mordechai gave warning on 
March 2nd that “we will probably be stuck 
with the Lebanon headache for a long 
time...We need solid security arrange- 
ments before we can withdraw." The army 
chief of staff, Lieut-General Amnon Lipkin- 
Shahak, told a Knesset committee the fol- 
lowing day that in practice there could be 
no withdrawal from south Lebanon with- 
out Syria's blessing. And this, he hinted, 
was available only as part of a comprehen- 
sive accord covering the Golan. 

Mr Mordechai, a former general who 
commanded Israel's northern front, and 
General Lipkin-Shahak have set themselves 
against all talk of unilateral withdrawal. 
Lebanon's Hizbullah guerrillas, they argue, 
would probably continue the fight. And Is- 
rael's surrogate South Lebanese Army 
might get short shrift if it were abandoned. 
But theirs is not the only view in the army 
high command. And, outside the army, ad- 
vocates of unilateral withdrawal have been 
gaining strength on both sides of the 
Knesset. Other cabinet members besides 
the science minister would like to see the 
army leave south Lebanon, even without 
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an agreement with Syria. On the Labour 
side, Shimon Peres, a former prime minis- 
ter, this week publicly declared his support 
for withdrawal, although the party's 
present leader, Ehud Barak, is firmly op- 
posed to it. 

The debate heats up each time the fight- 
ing with Hizbullah takes Israeli lives. On 
February 27th, three Israeli soldiers died 
when the guerrillas pounded their position 
with mortars. As they were buried, mem- 
bers of the Four Mothers, a women’s group 
campaigning for withdrawal, demon- 
strated around the country. Last year 39 Is- 
raeli soldiers were killed in Lebanon, and 
73 more died in a helicopter crash. The 
women are accused of sapping army mo- 
rale but they contend that it is the seem- 
ingly endless, seemingly pointless blood- 
letting that threatens to weaken the army. 

Whatever its motive, Israel’s initiative 
has provoked no excitement in Lebanon. 
Faris Boueiz, the foreign minister, has re- 
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sisting that the reseluson leaves no room 
r creative interpretation. Lebanon's Presi- 
ent Elias Hrawi has often pledged that not 
à single bullet would be fired across the 
border from Lebanon should the Israelis 
withdraw. But he too refuses to contem- 
plate a more formal commitment. Syria, 
which has the final say over Lebanese for- 
eign policy, is equally unimpressed, a gov- 
ernment newspaper describing. Israel’s 
move as a "new trap". The Syrians, who use 
the guerrillas to exert pressure on Israel, 
have no intention of giving up a valuable 
' bargaining point in future peace talks. 
If Israel wants to end its occupation of 
. south Lebanon, say the Lebanese, it must ei- 
© ther risk a unilateral withdrawal without 
< preconditions, or offer the Syrian govern- 
. ment inducements to accept a negotiated 
. peace. Otherwise, any talk about pulling 
. out is simply grand-standing. The Lebanese 
' shrug off Israeli fears of guerrilla attacks on 
~ northern Israel after a withdrawal. They ar- 
. gue that with uNirivs help they are per- 
fectly capable of disarming Hizbullah and 
preventing any attacks across the border. 
UNIFIL officials agree. After 20 years of sit- 
ting in the crossfire, they are keen to fulfil 
their original mission of supervising Isra- 
el’s withdrawal from Lebanon. 
x But UNIFIL’s position is weak. It is a 
. lightly armed force of 4,500 peacekeepers, 
. at the mercy of both the Israeli army and 
the Lebanese guerrillas. Both sides criticise 







what it does. When it (occasionally) takes | 


weapons from Hizbullah, it is accused of 
. defending the Israeli occupation; when it 
- tries to shield civilians from the fighting, it 
is accused of protecting terrorists. Its bud- 
-get has shrunk from $400m in 1991 to 
 $125m this year. After it was first deployed 
-:in1978, the UN, in a hurry tosalvage a shaky 
Israeli-Egyptian peace, did not wait for the 
front line to stabilise before setting up 
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camp. In some areas, the battle moved on, - 
but UNIFIL did not. Concentrated in the — 
. west, it no longer even separates the com- : 


Without much co-operation from the — 
. Israelis, the Lebanese and, byextension,the | — 
_. Syrians, the most UNtFiL can do is to offer 
. dts services as an intermed 
fighting flares up. It does its best to shield. 
- the 500,000 civilians in the zone it patrols ^ 
from the worst of the fighting—though it 
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More medicine, please 


BAGHDAD 


Seven years of sanctions have taken their toll on Iraqis’ health 


EA THE height of the crisis last month, 
~A with American and British aircraft 
poised to bomb Iraq, the Security Council 
passed a resolution raising the value of the 
oil that Iraq is allowed to sell under UN su- 
pervision from $2 billion every six months 
to $5.2 billion. On March 9th, Iraq and the 
UN will start discussing the implementa- 
tion of this deal. Two-thirds of the proceeds 
are to be spent on humanitarian supplies, 
the rest, much to Iraq's displeasure, on rep- 
arations arising from Iraq's invasion of Ku- 
wait, and on the UN operation, including 
the much-hated weapons inspections. 

But Iraq's oil minister, Amer Muham- 
mad Rashid, says that low oil prices and the 
deterioration of Iraq’s oil installations 
mean that $4 billion-worth is the most his 
country can produce. A UN team of experts 
is due to visit Iraq on March 7th to assess 
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BAGHDAD 


qu full extent of his country's isola- 
tion was brought home to an Iraqi 
graduate student, Muhammad Darwish, 
when he wrote to the British Library, en- 
. closing some of its own pre-paid cou- 
| pons, and asking it to post him some 
photocopied material on semiotics. Back 
came the answer that his request could 
not be processed because of “the trade 
sanctions imposed on Iraq by our gov- 
ernment”. For Mr Darwish and other 
Iraqi intellectuals, who are fond of the 
adage, “Cairo writes, Beirut publishes 
and ee reads,” this cultural isola- 


















Lost in a cultural desert 
















. But the kiosk, he says, “is an advance on 


the oil industry’s needs so that the council 
can approve money for pumping capacity. 

The proposals for the new deal include 
a threefold increase in spending on medi- 
cine and hospitals. Last year Iraq was al- 
lowed to import $210m-worth of medical - 
supplies every six months. This, say UN offi- 
cials, was pitifully inadequate after the bite 
of seven years of sanctions. The figure is 


now to go up to $770m. 


The Iraqi authorities are keen to show 
visiting journalists the dire state of their 
hospitals and health care in general. To 
drive the point home, they have held three | 
mass funerals of children who they say - 
have died as a result of the acute lack of | 
medicine. In the funeral last week, 30 cof- 
fins were carried on top of Baghdad's white 
and orange taxis. There is a clear element of 
stage-management in these funerals—and 





country’s status as an untouchable. 

The Iraqi film industry, once care- 
fully nurtured by the government, has 
not produced a single film since 1990. 
One reason is the shortage of hard cur- 
rency. The other, say officials, is that film - 
stock, and the chemicals used to process 
it, are banned by the UN's Sanctions 
Committee, presumably because they 
are regarded as dual-purpose materials. 

The fate of publishing has been only 
marginally better. The state-run house, 
Dar al Mamoun, which in its heyday in 
the 1970s and 1980s brought out 30 i 
translations of foreign works each year, - 
now puts out three or four. "We used to 
have 76 translators," says its manager. 
^We now have ten. The others have all 
left the country in search of better pay." 

“I don’t find the world a small village 
as they say,” says Muhammad Alsaleh, a 
journalist and award-winning play- 
wright. ^I find it an unexplored desert, 
because many countries, if not most, do 
not give visas to Iraqis." The father of two 
children, Mr Alsaleh has gone into partt- 
nership with a well-known actor to open |. 
a kiosk that sells a meagre supply of ciga- |. 
rettes and cold drinks. He still writes art 
reviews and television plays, but without - 
his new trade he cannot make ends meet. 
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it is never said that Iraq might well have 
been free of sanctions had it honoured its 
post-Gulf war pledges on disarmament. 

But UN officials say there is no doubt 
that children are dying as a result of poor 
health care, nutrition and sanitation. The 
UN's children's agency believes a third ofall 
children under five are chronically mal- 
nourished: a rise of 72% over 1991. This is 
reflected in a higher incidence of such dis- 
eases as diarrhoea and pneumonia. Cou- 
pled with the deteriorating state of hospi- 
tals, and the medicine shortage, this has led 
to much higher death rates. 

"Before 1991, Iraq fitted perfectly well 
within the objectives of the World Health 
Organisation for the region. It spent more 
than $30 a year per person on medicines," 
says Eric Falt, the UN spokesman in Bagh- 
dad. "That fell to $2-3 in 1995 and 1996. 
Thanks to last year's oil-for-food deal, it is 
now $16. But that's still half what's needed." 

But even with oil-for-food, Iraqi doctors 
say that the situation has not noticeably im- 
proved. "We're always short of something," 
says Samir Kalendar, the director of the 
Saddam Hospital for Children. *In a sim- 
ple operation a doctor may need three or 
four types of sutures, but these are not al- 
ways available. When we get the sutures we 
lose the sterilised gloves. When we get 
those, we run out of anaesthetic." 

Sanctions have taken a heavy toll on a 
hospital that was once able to keep up with 
developments in the world outside. Dr Kal- 
endar describes how, for seven years, his 
helpers have been moving parts from one 
machine to the other. But there are limits. 
Some of the laboratory equipment and 
chemicals are so old that they are no longer 
produced in their countries of origin. 

The doctors at the Saddam hospital still 
look authoritative in their neatly pressed 
white coats, but Dr Kalendar says they feel 
helpless before cases which they know they 
could treat if they had the resources. Fam- 
ilies living outside the capital bring their 
children there in the hope that it will prove 
better supplied than smaller regional hos- 
pitals. Yet it is short of such basic necessities 
as syringes and antibiotics. Children with 
cancer who have to follow long courses of 
treatment with multiple drugs are the 
worst hit by irregular supplies. 

UN officials say the increased alloca- 
tion should ease the situation somewhat, 
but it will take time for the improvement to 
show. Medicine, in the quantities needed 
by Iraq's 22m people, often has to be spe- 
cially manufactured. Kofi Annan, the UN 
secretary-general, is proposing ways to sim- 
plify some aspects of the mind-bogglingly 
complex food-for-oil operation. One pro- 
posed change, say uw officials, is that con- 
tracts for food and routine health care 
should be approved by Mr Annan's office 
rather than the Sanctions Committee. 
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Iran 


Enough to 
make you cry 


TEHRAN 


ORTURE, as a way of drawing 

confessions from criminals or 
political dissidents, is theoretically 
banned in Iran—but used there as it 
is in all too many other countries. 
Iranians have rarely learnt of this 
practice, since few of the victims 
have a public voice. But that is at last 
changing, now that the torture- 
plague has touched senior aides of 
Tehran's mayor, Gholam-Hossein 
Karbaschi, an influential figure in 
the Islamic republics more moder- 
ate wing. 

Several newspapers, including one run 
by the mayor, have recently exposed the al- 
leged mistreatment of officials while they 
were held prisoner on corruption charges. 
Last week, the victims, now released, told 
an informal gathering of parliamentarians 
of the harrowing conditions they experi- 
enced in detention. According to the news- 
papers, some of these MPs were reduced to 
tears by the tales they heard. Not so 
Ayatollah Muhammad Yazdi, the conserva- 
tive head of the judiciary, who mocked the 
MPs and spoke of “crocodile tears". The 
allegations of torture, he said, amounted to 
a political campaign against the police and 
the courts. The ayatollah, in his turn, was 
attacked for his “authoritarian” ways in try- 
ing to clamp down on the relative press 
freedom that currently prevails. 

All this is part of the long-running fac- 
tional battle between moderates and con- 
servatives. But many hope that the conflict 
will ultimately lead to the more open atmo- 
sphere and the rule of law promised by 
President Muhammad Khatami. There 
have already been a few gains as Mr Kha- 
tami presses for his “civil society”. The pres- 
ident has set up a constitutional watchdog 
to try to ensure that individual rights are 
respected. Under public pressure, the head 
of the judiciary issued a directive this week 
banning detention without trial. The no- 
torious head of Iran’s prisons was replaced 
last week, although not apparently because 
of the allegations of torture. 

Mary Robinson, the United Nations’ 
commissioner for human rights, who vis- 
ited Iran last weekend to attend a seminar, 
said she was encouraged by the new trend: 
“Issues are discussed here that would not 
have been discussed before,” she said. Mrs 
Robinson was able to talk to Iranian offi- 
cials about particular cases of the death 
penalty, torture and discrimination 
against women. But she was denied an ex- 
pected meeting with Mr Khatami, who may 
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have felt that he was already being as bold 
as he dared to be. 

The Iranians have already banished 
one UN human-rights rapporteur and 
threatened to do the same to another, Mau- 
rice Copithorne, for “malicious” reporting. 
Mrs Robinson had hoped to persuade Iran 
to allow Mr Copithorne to return for fur- 
ther investigation. Whether or not she suc- 
ceeded, the Iranian government, or rather 
some part of it, is itself engaged in the same 
uphill battle. 





Zimbabwe 
Staying home 


HARARE 


NUSUALLY, it was both peaceful and 

successful. On March 3rd and 4th, 
Zimbabwes workers showed what they 
thought about President Robert Mugabe's 
government by calling a general strike that 
shut down factories, shops and business. 
This happened despite the government's 
heavy-handed threats that it would take 
"drastic and punitive action" not only 
against the strikers but against any business 
that closed because of the strike. 

The Zimbabwe Congress of Trade 
Unions (zcrU) could be pleased with it- 
self—even though the next morning it 
found a fire, looking suspiciously like ar- 
son, in its Bulawayo office. Violence had 
marred its one-day strike in December, and 
nine people had died in the January food 
riots, when Harare and other cities erupted 
in three days of wild looting. This was 
quelled only when the army and police got 
orders to shoot. The unions had no respon- 
sibility for these riots. But with Zimbabwe's 
urban areas a tinderbox of discontent, it 
was a challenge for them to keep this week's 
strike non-violent, They did so by calling it 
a "stay-at-home" and urging all strikers to 
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Pda, more kk 400,000 workers, al ps 
most a third of the country’s formal work- - 
. force. Its leaders—Morgan Tsvangirai, its 
 Harare-based. secretary-general, and Gib- 
son Sibanda, its Bulawayo-based presi- 


dent—have become increasingly critical of 


a government whose gross economic mis- 
management and corruption, they say, has 


caused a sharp drop in standards of living.. 
After the December strike, the zcru 
wrote to the government asking it to revoke 


recent tax increases, do something to pre- 
vent the food-price spiral and. negotiate 
with the unions. The government did not - 


deign to reply. In January the zcru wrote 
another letter, giving the government a 
. month to respond. Still no answer. Hence 
- the decision to strike. 

Mr Mugabe and his cabinet, still reeling 


. from the January food. riots, used every 


- threat in the book to try to dissuade the 
A ZCTU. As in previous crises, they blamed the 


aeui, 


Angola 





for plotting the ‘trouble. 


veterans were paid a handsome, and un- 


~ budgeted, Z$4.5 billion ($265m) in “gratu- 
 ities"—a payment that is blamed for the 


economy’s recent dip. Although, this time, 
the veterans did not attack, they have 
earned the name “Mugabe's mercenaries”. 

<`- The minister of industry and com- 
merce, Nathan Shamuyarira, said angrily 


that strikers and employers would be pun- 
-ished for their actions, but he did not spec- 
ify how. Mr Mugabe, who recently cele- 
brated his 74th birthday by announcing 
-that he had no plans to retire after nearly 18 


years in power, also fulminated against the 
unions. But he looked far from assured. He 
accused the zcru of no longer being a 
union but becoming an opposition party. 


If that is so, the increasingly fossilised gov- 


ernment it has only itself to blame. 





The rebels miss their deadline 


LUANDA 


HE United Nations is fast running out 
of patience with Angola, or at least with 
- the UNITA rebel movement. On March 13th 
. the UN Security Council will be reviewing 
| its peacekeeping mandate in Angola, and 
` wondering for how. much longer it should 
. be kept going. The straw that may be break- 
. ing the UN's back is that February 28th—the 
. day that should have marked the end of the 


four-year peace process (and more than 30_ 


. years of war)—-passed without UNITA fulfill- 
 inganyof its outstanding commitments. 

_ The deadline was set two months ago. 
. By last Saturday, all UNtTA's troops should 

- have been demobilised, and its leader, Jo- 
. nas Savimbi, should have come to Angola’s 


capital, Luanda, to meet President Jose 


. Eduardo dos Santos. But almost as soon as 
_ the date was agreed upon, Mr Savimbi em- 
-barked on his customary prevarications. 


. «He let it be known that UNITA could not 


-.. demobilise its remaining troops because of 
the uw's inefficiency and that it could not 
-hand over territory to the government be- 
cause the roads had been made impassable 
by heavy rains. He also resisted reaching 
any agreement on where his 400-strong 


bodyguard should be based. 


Does Mr Savimbi still believe that he 

. has more to gain by sticking it out in the 
' bush rather than accepting the comfortable 
package being offered tohim by thegovern- 
His senior UNITA 
comrades have voted with their feet and 
moved to Luanda to take up well-paid jobs 





with the government or in parliament. His - 
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main source of income disappeared when 
the government captured diamond mines 
that he once controlled. And he has lost, or 
is losing, all his allies in the region. 

Over the past month the government 
has succeeded in isolating UNITA yet fur- 
ther. For the first time, the Angolan air force 
captured a private South African aircraft 
that was bringing supplies to the rebels in 
contravention of the UN embargo. Pilots 
and crew disappeared into a Luanda 
prison; the pilots, who may have been in 








been released. ‘Whether it was a genuine 
capture or a sting operation, thé govern- 


‘he former guerrillas who helped win Zim- . 
babwe's independence vowed to march 
into Harare's suburbs and beat up whites 
_ forinstigating the strike. In December these 





ment has threatened to shoot down any air- 
craft attempting the same mission. As a re- 
sult, the number of flights from South 
Africa has dropped dramatically. 

And, last week, UNITA was deserted by 
Côte d'Ivoire, one of its last allies. The 
Ivorian foreign minister visited Luanda, 
where he was received by everyone from 
the president down. The message to UNITA 
was clear: no more Ivorian passports for its 
officials and no more Ivorian aircraft for 
Mr Savimbi to fly around in. 

The Angolan government, which by 
now would be happy for the UN to leave the 
country (it is UNITA that wants it to stay), is 
beginning to talk tough about Mr Savimbi's 
procrastination. It may be prepared to act 
tough too. Last week, the government's top 
negotiator, Higino Carneiro, compared the 


current situation in the country to the pe- 
riod in 1992 that led to a resurgence of war, 


and gave warning that, if UNITA did not 
shape up, the government would be forced 
to take retaliatory measures. 

Experience has taught the government 
that in Angola's vast expanse of heavy bush 
it can never win a war against UNITA's guer- 
rilla tactics. But hardliners in the govern- 
ment are known to favour a "surgical" 
strike aimed at Mr Savimbi and his closest 
advisers. That would be risky: it is far from 
certain that the government has the capac- 
ity to launch such an attack successfully. 
The result might well be to tip the country 
back into war. 

In a bid to extract concessions from 
UNITA, and to divert the government from 
military thoughts, Angola's three interna- 
tional mediators-from America, Russia 
and Portugal—have been holding talks 
with both Mr Savimbi and Mr dos Santos. 
They still believe that a politically strong 
UNITA, forming a genuine parliamentary 
opposition, would be good for Angola. But 
they, too, are beginning to accept that Mr 
Savimbi's tactic has been to promise 
enough concessions to keep the process 
alive but never to honour these promises. 

Losing patience as the February 28th 
deadline passed, the three mediators and 
the UN mission decided, despite UNITA’s 
strident protests, to put an end to the off- 
cial demobilisation of the rebels. The gov- 


ernment believes that UNITA still has 


4,000-6,000 troops, concentrated mainly 
in Malange province in central. Angola; 
there are rumours that several thousand 
more may be concealed across the border 
in Congo. By ending the demobilisation, 
the UN has sent a strong signal to Mr 
Savimbi: in effect, all his remaining UNITA 
soldiers are now reduced to the status of 
armed bandits who can expect to be treated 
accordingly by the army and the police. 
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Ciba Specialty Chemicals 


Every day we transform products and 
substances into thousands of applications 
worldwide. Now we've transformed 
ourselves into an exciting new breed of 
company. Like every natural evolution 


it has happened with good reason, 


Ciba Specialty Chemicals has develope 
to anticipate and meet customers’ 

changing needs, now and into the nex 
century. We are already generating sale 
in 117 global markets, but we're lookir 


even further afield. 


wingspan: 117 world 


Our new company is flexible, agile 
and quick to react. We will constantly 
deliver the brightest solutions to 
every fresh challenge. We're investing 
more and more in research and 


development so expect to see ever 


greater heights of innovation 
wherever you see the sign of the 
butterfly. For more information or 
a copy of our 1997 annual report, 
fax +41 61 636 3019 or visit our 


Website at http://www.cibasc.com 


markets. 


Value beyond chemistry 


51.4% of Latin America’s steel 
comes from Brazil. 


100% of Brazil's steel producers 
are clients of Unibanco. 


UNIBANCO 


Our clients include every Brazilian company with sales over $100 million. Most of the others, too. So invest some precious time with us. 
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The race begins 


, BONN. 










RST the Labour Party in Britain, then 
A the Socialists in France. Is it now “time 
for a change" to the centre-left in Germany 
; too, after nearly 16 years of centre-right gov- 
-ernment? Gerhard Schroder, the Social 
Democrat who has just been chosen to chal- 
lenge Germany's chancellor, Helmut Kohl, 
in September's general election, has no 
doubt about it. “The Kohl era is at an end," — 
he told cheering fans on the night of March - 
ist, after winning a thumping victory in 
` Lower Saxony, the Land (state) of which he 
- has been premier since 1990. 
«Perhaps. Yet Germans, on the whole a 
-rather cautious lot, are already facing rather 
.more change than they like. Next year, for 
example, it looks as though they will lose 
their beloved p-mark for the untested euro. 
- They will also see their parliament and gov- 
 ernment start the move from Bonn to Ber- 
lin. Germans do not adore Mr Kohl, as 
"opinion polls have long confirmed. But, . 
‘like Berlin’s unlovely but hitherto inde- 
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: many’ s general electioni in September needs to unblock the jam of overdue 
forms. Itis not clear whether that will be the result 


structible Brandenburg Gate, his familiar 
bulk has become part of the landscape—a 
comforting edifice in bewildering times. Is 
this the moment to dismantle him? _ 

Mr Schroder is inclined to think that, if 
anyone can do it, he can. Four times the So- 
cial Democrats have put up “chancellor- 
candidates" since being booted from 


power in Bonn in 1982, and four times Mr 
‘Kohl has swatted them aside. Mr Schróder, 


a silver-tongued media darling with a nose 
for power and the constitution of an ox, 
will prove much less swattable. By increas- 
ing his hold in Lower Saxony (47.9% of the 
vote this time, up from 44.3% in 1994), he 


. not only ended a string of regional-election 


setbacks for the Social Democrats (most re- 
cently in Hamburg, last September), he also 
bested Oskar Lafontaine, the party's chair- 
man, his longstanding rival in the battle 
over who should take on Mr Kohl. "Let's all 


-drink to a success even greater than we ex- 


pected,” urged Mr Lafontaine, with a cross 


| to WOO ‘disaffected addaa on epe es 


| ‘solute majority of seats in the Bundestag? 
Hardly, thanks to Germany’s finely tuned 


rule. But most Social Democrats do expect 


tate of 12.6%), and with reforms stalled, the — | : 


| Spanners in the wheels v 
Not that the economic picture is all bad. >> 
Real GDP grew by 2.2% last year and maybe ^ 
-close to a respectable 3% this year. That- 
should help Mr Kohl’s re-election pros-. 

































, between a smile anda snarl E 

^ Saxonyresultscamein. | 

.— Many Social Democrat | V 

now have an all-but unb stable: ele 
tion team. M r Jipa Y who likes! be- 








ers from the governing conservative-liberal |. 
coalition. Mr Lafontaine, close to the more — 
traditional socialist stance of France's Lion- 
el Jospin, will try to warm the hearts of 
those leftists who would otherwise pr to 
shun Mr Schróder. : 
~ Could the Social Democtats win an ab- 3 





voting system which makes coalitions the 


to be able to lead a red- -green alliance, like 
those already governing several Lander, in- 
cluding the most populous one, North 
Rhine-Westphalia. Current opinion polls 
give the Social Democrats and the Greens _ 
around 50% of the national vote, with the 
three government parties—Mr Kohl's Chris- 
tian Democrats, their Bavarian allies in the . 
Christian Social Union and the Free Demo- 
crats (liberals)—trailing. 7 
That, however, does not. bother Mr 
Kohl, who loves to point out that although 
he loses polls, he wins elections. But s 
are the intricacies of German coalit 
politics that even if the "Kohl era" really is 
ending, it is not certain that a Schróder one 
will follow. Nor is it clear just what such an 
era would involve, apart from “modernisa- 
tion with social responsibility”, as Mro 
Schröder vaguely puts it. The one certain | 
thing is that with nearly sm unemployed (à 


tasks. ahead should make the sturdiest — - 
would-be chancellor blanch. Ur 


pects, though it will bring few new jobs. The 
trade surplus is hitting new records and the 
current-account deficit was halved in 1997 
to a piffling DMio billion ($6 billion). 
Many companies are showing increased 
profits and the stockmarket is booming, de- — 
spite East Asia's woes. These are notindica- . 
tions of waning competitiveness. m 
Even in the ex-communist east, with. a 
jobless rate of over 20%, there are encoura 
ing signs: tip-top new infrastructure, som 
ultra-productive plants and flexible. wi 
deals that could and should serve: 











forthe bloated social-security sys 





els for the west. In sum, a new generation of 
German bosses is showing a new zeal in 
cost-cutting and a readiness to innovate. 
The trouble is that wages and other social 
costs, as well as taxes, are too high. Profit- 
ability is being bought by shedding jobs. In 
1996 foreigners pulled more investment 
out of Germany than they put in, though 
last year there was a small net inflow again. 
Since it took office so many moons ago, 
the Kohl coalition has made two cardinal 
errors. It failed to press hard enough in the 
1980s for a leaner, fitter economy with less 
state and more private initiative. And in 
the early 1990s it badly underestimated the 
cost of putting the clapped-out east on its 
feet. Now the two problems have run to- 
gether: there is a huge jam of overdue re- 
forms stuck in the political works in Bonn, 
while public borrowing has soared. 
. To be fair, the government has made 
some headway: revamping health insur- 
ance, tinkering with the pension system, 
tightening the rules on sick pay and the 
grounds on which the unemployed can 
refuse job offers. But the centrepiece of re- 
form—simplifying the muddled tax system 
and cutting the punishing higher rates of 
taxation—has been lost nearly without 
trace. It foundered mainly because the op- 
position—Mr Schroder opportunistically 
included—torpedoed it in parliament, al- 
though the government aiso let various in- 
terest-groups interfere. 

Still badly needed is a more far-reach- 
ing and bolder privatisation programme, 
especially at regional and local 
level, a concerted attack on state 
subsidies (which actually rose a 
bit last year), and a slimming cure 


“tem, contributions for which 
have now reached a record 42% 
of wages and salaries. Time was 
when the bolder spirits in Mr 
Kohl's coalition, a heavily out- 
numbered band, talked of driv- 
ing the state share of pF below 
40%. It is now close to 50%. 
Might a centre-leftish coali- 
tion be able to forge ahead with 
the sort of economic and social 
reforms over which the current 


60 


Kohl/Scharping* 


oneh as dithered for 1 16 eati? Mr Schröder E 
makes the right noises about the "irresist- 


ible challenge of globalisation", the need to 


cut state bureaucracy and so on. But his 


eight-year record in Lower Saxony, which 
labours under above-average levels of un- 
employment and debt and for which his 
promised streamlining of the bureaucracy 
came to little, speaks differently. In the run- 
up to his re-election, his government took 
over (temporarily, he says) a local steel firm 
that was about to be bought by foreigners. 
He talks about keeping wage increases "rea- 
sonable", in line with productivity. But in 
the early 1990s wage growth in Germany 
far outpaced both productivity and infla- 
tion. Thus future wage increases will need 
to lag well behind the rise in productivity 
for several years if many unemployed Ger- 
mans are to be priced back into jobs. 


Chariots made for two 
Besides, Mr Schroder, even if he manages to 
beat Mr Kohl, will still have Mr Lafontaine 
breathing down his neck. Nor are the 
Greens much thrilled by a possible future 
coalition partner who is, in their eyes, a ci- 
gar-smoking pal of industry bosses. Mr 
Schroder and Mr Lafontaine are managing 
to paper over enough of their differences 
not to undermine their “tandem” strategy, 
through which they aim to attract a broad 
range of voters. But if Mr Schroder did be- 
come chancellor, the tandem might soon 
start to look just as rickety as a similar one 
did a couple of decades ago, when Helmut 
Schmidt, a pragmatic Social Democrat, was 
chancellor and Willy Brandt was a more 
“traditionalist” party leader. The tension 
between those two weakened the Schmidt 
government and helped Mr Kohl to power. 
As the general election campaign gets 
going, Mr Kohl’s government will no doubt 
try to expose the Social Democrats’ divi- 
sions, but it has a tandem strategy too. Wolf- 
gang Schäuble, the Christian Democrats’ 
ambitious parliamentary leader and Mr 
Kohl's “crown prince", will lash Germans 
along the path of domestic reform, leaving 
the chancellor to persuade voters that 
change will not hurt too much. 


Kohl/Schróder 
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— . Will: voters prefer the ppposition’s S 
shiny new tandem to the government's 
more road-weary one? Perhaps. But Mı 
Kohl has other things going forhim. He wil 
win points for his unmatched experience 
in foreign affairs. It is true that most Ger 
mans are hostile to the euro, while Mr Koh 
is mustard keen. But if anything Mr Lafont 
aine is keener still. This is one reason why 
no euro-scrap has erupted between the big 
parties and why Germany has had no rea. 
national debate on the issue. 

Mr Schroder is more euro-sceptica: 
than either the chancellor or his party* 
boss but these days shows his feelings only 
by insisting on "scrupulous adherence" tc 
the criteria for monetary union that wert 
laid down in the Maastricht treaty. Barring 
some obvious shenanigans when the euro’: 
members are selected in May, he is unlikely 
to risk stirring up trouble in Germany now 
And on most other once-divisive foreign. 
policy matters, from the future of NATO tc 
ties with the United States, the Social Dem 
ocrats have moved as close to the govern 
ment as makes almost no difference. 

There is a strong possibility that on poll 
ing day, September 27th, the centre-left 
with Mr Schroder as its standard-bearer 
will do better than it has at any time sinct 
Mr Kohl came to power—but still not quite 
well enough to win a workable parliamen: 
tary majority. What then? If neither centre 
right nor centre-left can win a governing 
majority alone, almost certainly there 
would be moves to form a grand coalitior 
between Christian Democrats and Socia 
Democrats. In that event, Mr Kohl ha: 
made it clear he would step down. The new 
chancellor would then be either Mr Schro 
der or Mr Schäuble, depending on whict 
party gained more seats. 

Such an alliance already has plenty o 
fans. One senior Social Democrat privateh 
calls it the *only reasonable solution". M: 
Schauble, anxious not to seem too enthusi 
astic, claims it would be *no catastrophe" 
Probably not—so long as it did not margin 
alise parliamentary opposition indefi- 
nitely. In principle such a coalition woulc 
give the centrists of both parties scope tc 

push through much-needed eco 
nomic reforms, as well as to re 
vamp the financing of the Lande: 
(a perennial problem). 

But joining the two big par 
ties together would not necessar 
ily sink their differences. Change 
is long overdue in Germany anc 
the advent of the euro will only 
add to the pressure. Voters neec 
to decide which party would be 
best placed to carry the change: 

through. Even in coalition 
friendly Germany, a grand coali 
tion might not be up to the chal 


cag | lenges ahead. 












































OLFGANG. SCHAUBLE does not beat about the bush. 
"Can a cripple become chancellor?” he asks, deftly spin- 
t closer. No embarrassment. No use of 
dicapped”. And no need to wait for an 
ckons he is fit for any office—and, what's 
ncellor Helmut Kohl, thinks so too. 

, even the best of friends get in one 
‘he two have been on “Helmut” and 
Vhen Mr Schäuble lay close to death 
apri S ken Mr Kohl 
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: he took over as E edem: 
tary ‘boss of Mr Kohl's Christian 
Democratic Union and its Bavarian 
ally, the Christian Social Union, a 
job as taxing as any minister's. 
. Now 55, Mr Schäuble seeks no 
quarter, and gives none to those who 
ss him. Usually dressed in a 
weater, sometimes tieless, he re- 
ives visitors as though he had lim- 
itless time. Yet to his normal 16-hour 4 
working day has to be added, thanks _ ; 
o the complications of wheelchair- 
life, an extra hour at each end. No 
complaints, though. When it comes 
to keeping his often restive par- 
liamentary troops in line, MrSchau- — 4 
- ble has a talent for wheedling and. B 
| arm-twisting second to none. Hecan — 
.| also crack the whip. Just once ina 
| while his smile fades, the fingers 
drum on the table, questions are an- © 
vered. before fully phrased, the 
ayful irony becomes razor-sharp. 
fime. was when Mr. Schäuble 
could wind down with football and 
ding. Or simply by walking near his 
‘home in the idyllic Black Forest, a 





^j more time for reading, he notes philosophically, and for music— 
.] Bach, Beethoven, a new-born interest in Mahler and, occasion- 
~ | ally, some violin practice. 

But being Mr Kohl’s “crown prince", with a general election 
less than seven months away, makes it hard to relax. Mr Scháu- 
ble has had this informal title for years, his only real rival being 

Volker Rühe, the defence minister, who has grappled better with 

his sprawling empire than many a luckless predecessor. It was 

not until last October, though, that Mr Kohl announced that he 
would like Mr Schauble to succeed him (some day). 

The nomination came a little late. Things would have been 
different if Mr Kohl had spoken up back in January 1997, when 
in a famous interview Mr Schauble admitted that he would 

.| “probably be unable to resist the temptation" if faced with the 
| chance to become government leader. Quite a few Christian 
-. Democrats, worried that Mr Kohl was losing his touch after 15 
| years of office and dazzled by Mr Scháuble's nationwide popu- 
_| larity, hoped that chance would come soon. Vainly. Three 
fe monte later, the chancellor said he would be offering himself 
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Could Schauble have the crown? 





up short drive from the French border and Strasbourg. Now? He has 


future," he declared. That does not make him a nationalist. Cal 





again in this years general election—and that was that — — | 
At least it was until the state poll in Lower Saxony on March. 
ist, which brought the local Social Democratic premier, Gerhard |. 
Schróder, both a stunning victory and his party's nomination . 
for the chancellorship. Can Mr Kohl really best the punchy, 
handsome, popular Mr Schröder? Behind their public opti- |. 
mism, Christian Democrats have some strong doubts. Suddenly - 
the crown prince seems closer to the throne. sb 
Some speculate that Mr Schäuble could stage a palace revol sb 
tion, forcing Mr Kohl to go back on his pledge to run again. |. 
Hardly. It is almost too late to switch now. Besides, Mr Schäuble: 
has generally been scrupulously loyal and, as one of Mr Kohl's 
aides puts it, “there is no one the chancellor trusts more” (a re- |. 
-— mark admittedly open to interpreta- |. 
Iw Yet, if the general election gives — 
neither left nor right a working ma- 
jority, there could be a "grand coali- 
tion" between Christian and Social 
Democrats. Mr Kohl wants no part of. » 
that. Assuming the Christian Demo- - 
crats and Bavarians still emerge, 
however narrowly, as the largest 
group, Mr Schäuble would then be |: 
 catapulted into the top seat. —. 1. 
What would he do once there? 
Certainly, the style would change. Mr 
Kohl's rather woolly oratory would : 
give way to Mr Schàuble's machine- — 
gun precision; that unflappability, | 
bordering on inertia, would yield to- 
his successors impatient drive for |. 
change. it is thanks mainly to Mr |. 
Schauble that the coalition's (still in- © 
adequate) reforms of health insur- 
ance, labour law, shop-opening 
hours and so on have been driven " 
through parliament. M 
Would more of the same be pos- . 
sible with a Social Democratic part- | n 
ner? Probably, if that partner were — 
Mr Schroder, a right-winger as Social 
Democrats go. Late last year Mre 
Schauble was close to din a secret deal with the Social Demo- 
crats on the vexed issue of tax reform. But Mr Kohl got to hear of 
it, felt it would bring problems with his Free Democrat coalition 
partners, and whistled his peeved crown prince back into line. . 
Would Mr Scháuble be ready to take calculated risks in for- 
eign policy, too? Most of his aims seem to differ little from Mr 
Kohl's: a European Union widened to the east; a euro brought in 
punctually next year in part as a counterweight to the dollar; a 
common European foreign and security policy, however Uto- 
pian that still may seem. Yet some critics fret that, under a Chan- 
cellor Schauble, a united Germany would be much readier to let 
others feel its weight and its elbows. 
No one, certainly, not even Mr Kohl, has worked harder dia : 
Mr Schäuble to bring Germans together. He negotiated the unity - 
treaty with the former communist east. And it was he, more than | 
anyone, who in 1991 persuaded a divided Bundestag to pledge _ 
that government and parliament would move from Bonn to. 
Berlin. “It is not a question of jobs or costs, but of Germany's 
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him an impatient patriot. 





EUROPE 


The Danes are feeling bleak 


COPENHAGEN 


They think their welfare state has fallen into a mess 


OUL NYRUP RASMUSSEN, Denmark's 

prime minister since 1993, reckons he 
has done a good job. The economy has 
flourished under his government: GDP has 
grown by an average of 3% a year, and un- 
employment has fallen from 12.4% in 1993 
to about 7.4% this winter. The general gov- 
ernment budget has gone into surplus for 
the first time in ten years. In purely mate- 
rial terms, it is safe to say, the Danes have 
never had it so good. 

Yet it does not follow that Danes are sat- 
isfied with their lot. Mr Nyrup Rasmussen 
may have miscalculated when he called an 
election for March 11th. The feel-good factor 
he apparently thought would carry him 
back into office declines to blow much 
wind into his sails. His minority govern- 
ment—a coalition of his own Social Demo- 
crats and the small Radical Party—seemed 
this week to be heading for the rocks. If he 
loses, the next government will be a coali- 
tion dominated by the Conservatives and 
the free-market Liberals, probably under 
the Liberal leader and former foreign min- 
ister, Uffe Ellemann-Jensen. 

The election, it turns out, is about the 
"quality of life"—more precisely, the qual- 


Searching for Rasmussenmatazz 
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ity of Denmark's vaunted welfare state. It is 
not a subject that helps the Social Demo- 
crats, the party that has been primarily re- 
sponsible for establishing the welfare state 
over the past 50 years. 

The voters are told gloomy news by one 
international study after another. Danish 
schools, it seems, are not much good. Wait- 
ing-lists for routine hospital operations are 
irritatingly long, and the newspapers retail 
many horror stories about the state of the 
country's hospitals. Statistics show that the 
average lifespan of almost every other na- 
tion in Europe is increasing faster than that 
ofthe Danes; nowadays the French and the 
Swiss both last longer than they do. Parents 
complain that Europe's highest income 
taxes require them—both of them—to work 
too much. So they see too little of their chil- 
dren; 48% of children under the age of two 
and 80% of those between three and six get 
parked in day-care centres. Family life isn't 
what it used to be. 

Unemployment is no longer a great 
worry, but almost 1m people of working 
age, well over a fifth of the total, are still in 
one way or another dependent on welfare 
for their income. That includes people who 





have retired early, those on disability pen- 
sions, and the beneficiaries of a wide vari- 
ety of other welfare programmes. The wel- 
fare state, you might say, is in that sense 
working all too well. 

The government also has quite an army 
of employees to support; one Dane out of 
every eight is tax-financed rather than mar- 
ket-financed. The tax burden is fearsome. 
But there are few signs of revolt about this. 
When so many people are tax-financed, try- 
ing to cut the tax level is tricky. 

The real issues are similar to those that 
New Labour is thinking of tackling in Brit- 
ain. Yet no Danish party dares to sound as 
radical as Tony Blair. Under a system of 
proportional representation in which a 
party needs only 2% of the votes to win 
seats, the Danish voter who plumps for a 
quirky little party in the middle of the spec- 
trum is often the king-maker; by and large. 
such voters are often pretty limp-wristed. 

None more so than the average sup 
porter of Mimi Jakobsen's Centre Demo 
crats, who will probably hold the swing 
vote in a new parliament. Ms Jakobsen sup 
ported the Social Democrats last time. This 
time, she says, she will turn to the right. Bu! 
dismantling the welfare state, or even slim 
ming it down, is not on her agenda. The 
Liberals and the Conservatives provide a 
bit more choice. They favour offering the 
right to treatment in private as well as pub 
lic hospitals. They also propose a tax deduc 
tion to make work worthwhile for th« 
500,000 people who currently earn les: 
than they could get in social-security hand 
outs, not to mention those who prefer no 
to work at all. Modest stuff, but too muct 
for the Social Democrats to stomach. 

Danish voters are also exercised abou: 
immigration. There are not many immi 
grants from countries outside the Euro 
pean Union and Denmark's Nordic neigh 
bours: only about 180,000, out of a tota 
population of 5.3m. But, in a country tha: 
until recently was gleamingly homoge 
neous, that is enough to excite many peo 
ple. The tabloid press encourages the excite 
ment. One story this week claimed tha’ 
Denmark’s 11,000 Somali immigrants, vir 
tually all beneficiaries of the welfare state 
have managed to send DKrs58m ($8.4m 
back to Africa over the past nine months 
Danish taxpayers are jibbing at that. 

The right-wing Danish People's Party 
led by Pia Kjaersgaard, is cashing in on anti 
immigrant feeling. "Denmark is for the 
Danes," Mrs Kjaersgaard says. She appear 
to have the support of about 8% of the coun 
try's voters, many of them working-clas: 
men who would once have voted Socia 
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Democratic. The “Pianists”, as they are 
known, are also strongly anti-EU, “a con- 
spiracy to close down Denmark as a na- 
tion", according to Mrs Kjaersgaard. 

In next week's election about 80% of the 
votes will go to formally pro-Eu parties. But 
such figures can be deceptive. When the 
Danes vote yet again—on May 28th, for a 
referendum to approve or reject the EU's 
Amsterdam treaty of last June—the result 
will be closer to 50-50. This is an issue on 
which the Social Democrats' pro-Eu leaders 


and many of their supporters do not agree. 
If the Social Democrats are in opposition 
after March 11th, the leaders may not be 
able to mobilise their supporters, unenthu- 
siastic about the Ev at the best of times, to 
vote yes to Amsterdam. It could be a rerun 
of the 1992 referendum on the Maastricht 
treaty. The Social Democrats were in oppo- 
sition then, and the treaty was defeated. It 
was rescued by a second referendum, in 
1993. The Social Democrats were back in 
power then. But this time? 





The Balkans 


The fire is being rekindled 


PRISTINA 


We explain, in two articles, why bloodshed in Serbia's southern Kosovo prov- 
ince and instability in Macedonia threaten to upset the whole region 


ROSPECTS for a peaceful settlement in 

Kosovo, never good, are getting much 
bleaker.Over the weekend at least 25 ethnic 
Albanians were massacred there by Ser- 
bian police, after the Kosovo Liberation 
Army (KLA), a guerrilla group that wants in- 
dependence from Serbia for the Albanian- 
peopled province, allegedly killed two Ser- 
bian policemen in an ambush. Albanians 
who then demonstrated in protest were 
tear-gassed and beaten. It is little comfort 
that the police probably over-stepped their 
orders from Slobodan Milosevic, president 
of Yugoslavia, the rump state of Serbia and 
its tiny federal partner, Montenegro. He 
cannot control Kosovo without the corrupt 
and lawless police. On March 5th they 
struck again (this time, reportedly, with the 
army's help), shelling villages thought to 
shelter guerrillas. 

Many Kosovars now see no alternative 
to violent resistance. If more blood is shed, 
ethnic Albanians in neighbouring Mace- 
donia could rise up or try to help their 
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Kosovo cousins (see next story). Chaotic Al- 
bania proper, with its northern region next 
to Kosovo barely under government con- 
trol, could be sucked into the maelstrom. 

Mr Milosevic may, oddly enough, be 
feeling quite pleased. Serbia’s media are 
portraying the crackdown as a “victory 
against Albanian terrorists”, the sort of 
story that makes Serbs forget their poverty 
and rally round their leader. As for western 
countries, Mr Milosevic may think they 
will merely scold him. Some European dip- 
lomats in the region think the United 
States, by calling the KLA “terrorists”, inad- 
vertently encouraged Serbia to crack down. 
Foreign ministers of the United States, Brit- 
ain, France, Germany, Italy and Russia are 
to meet next week to ensure Mr Milosevic 
gets no more garbled messages. 

It is a familiar pattern: the worse things 
get for Serbia, the better they are for Mr 
Milosevic. The Kosovo massacre hurts Ser- 
bia in two ways. First, it puts off the day 
when the West will lift the “outer wall” of 
economic sanctions against Yugoslavia 
(meaning, in essence, Serbia). For Mr Milos- 
evic himself, Yugoslavia’s reintegration 
into the world economy would be a mixed 
blessing. His friends running the economy 
rely on shady dealings that western lenders 
would not tolerate. But ordinary Serbians 
will escape from poverty only if foreign in- 
vestors help overhaul the economy. 

Second, Mr Milosevic has shoved Yugo- 
slavia towards disintegration. Even before 
this week’s violence, Kosovars had turned 
in favour of outright independence from 
Serbia. Now, with violence on both sides 
likely to spiral, the chance of reconciliation 
is fading, at least with Mr Milosevic in 
power. Kosovo's 180,000 Serbs (many of 
them refugees from Bosnia and Croatia) are 
vulnerable. Fear may drive them out, snap- 
ping the ethnic link between Serbia and 
Kosovo. Local Serbs have been urging Mr 
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Another Albanian corpse for Kosovo 


Milosevic to seek a peaceful deal. 

The bloodshed could also fuel Monte- 
negro's discontent. Its new president, Milo 
Djukanovic, wants sanctions lifted, his 
economy reformed, minorities brought to- 
gether—and Mr Milosevic’s power as Yugo- 
slavia’s president limited as much as possi- 
ble to Serbia alone. The Kosovo violence 
makes the first clutch of such hopes even 
less likely to be fulfilled—and many Monte- 
negrins even angrier. 





Macedonia 
Next domino? 


SKOPJE 


OBODY is more aghast at the new vio- 
lence in Kosovo than Kiro Gligorov, 
Macedonia’s 80-year-old president. He is 
the Balkans’ longest-serving boss and the 
only one to lead his country to indepen- 
dence from Yugoslavia without going to 
war. Now that fresh strife in what remains 
of Yugoslavia is rattling his fragile republic, 
Mr Gligorov, due to retire in 1999, must 
wonder if Macedonia will survive him. 
The massacre of at least 25 Albanians in 
Kosovo this week will fan discontent 
among Macedonia’s own ethnic Albani- 
ans, who make up at least a quarter of the 
population. The uw force that is supposed 
to discourage Kosovo's strife from spilling 
over into Macedonia is due to pull out this 
summer. Police stations in two Macedo- 
nian towns, Prilep and Kumanovo, were re- 
cently bombed, apparently by the Kosovo 
Liberation Army, which wants self-govern- 
ment (or more) for Albanians in Macedo- 
nia (as well as independence for Kosovo). 
Mr Gligorov, worried that war to the north 
would send a flood of Kosovo's Albanians 
fleeing his way, wants to create a corridor 
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across Macedonia to guide them straight 
into Albania proper, which would be less 
than delighted to receive them—but would 
feel obliged to do so. 

Albania itself has a relatively benign 
government but little control ofits borders. 
Many ethnic Albanians in western Mac- 
edonia wield Kalashnikovs spirited across 
the frontier.Gun-running is rampant; Mac- 
edonian police recently found a cache of 
hundreds of AK-47 rifles near Gostivar. 

But it is Macedonia’s own tensions that 
make instability across the border so threat- 
ening. The economy is in poor shape; cor- 
ruption is growing; relations with the local 
Albanians, though not as fraught as in Kos- 
ovo, are bad enough. The Party for Demo- 
cratic Prosperity, led by Kosovo-educated 
Arben Dzaferi, who wants autonomy for 
the Albanian bit of Macedonia, is sup- 
ported by nearly three-quarters of his eth- 
nic brethren in Macedonia. That infuriates 
(Slavic) Macedonian-speakers, who see au- 
tonomy as tantamount to secession. 

In western Macedonia, where a clash 
between Albanian demonstrators and po- 
lice in Gostivar last July killed four people, 
there are still roadblocks, arms searches 
and gunfire. A decision by a court last 
month to reduce a prison sentence on Gost- 
ivars Albanian mayor from 14 years to a 
still-harsh seven will not end the tension. 
Nor may a long-delayed report by a par- 
liamentary commission into the riots. 

Even some Macedonian-speakers ques- 
tion their country’s cohesion. The main op- 
position party, the Internal Macedonian 
Revolutionary Organisation (VMRO), is 
drawing closer to Bulgaria, which consid- 
ers Macedonians merely Bulgarians with 
accents. Last year VMRO expelled non-Bul- 
garophiles from the party leadership. With 
the backing of a quarter of Macedonia’s vot- 
ers, it could be the biggest force in the next 
parliament. It is unlikely to push quickly 
for outright union with Bulgaria, a prospect 
that still makes most Macedonians shud- 
der. But it might co-operate surreptitiously 
with people like Mr Dzaferi to weaken the 
central government and split Macedonia 
into ethnically defined cantons. 

Nor is Mr Gligorov’s own ex-commu- 
nist Social Democratic Alliance a hotbed of 
Macedonian patriotism. Former appa- 
ratchiks have done very nicely out of bust- 
ing UN sanctions against Serbia during the 
Bosnian war. Some would like post- 
Gligorov Macedonia to rejoin the rump of 
Yugoslavia, still dominated by Serbia. 
There are suspicions that Serbia's secret po- 
lice were behind the bomb attacks on po- 
lice stations. Flaka, a government-aligned 
newspaper that does not favour rejoining 
Yugoslavia, has called for the expulsion of 
Yugoslavia's ambassador, Zoran Janacko- 
vic, an ex-security chief. In Macedonia's 
capital, Skopje, senior politicians, Serbian 
mafiosi and Albanian guerrillas all hide be- 
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hind blacked-out car windows. 

Compared with its own Serbophiles 
and Bulgarophiles, some of Macedonia's 
old enemies look almost mild. Although 
Greece still objects to Macedonia's name 
(which it shares with a northern Greek 
province), it would rather see the country 
stay whole than split between Albania and 
Bulgaria. So would Serbia, which wants to 
preserve its access to the Greek port of Salo- 
nika through the Vardar valley. 

No country is more eager to preserve 
Macedonia's sovereignty than the United 
States, which sees it as a buffer against a re- 
gional war that might even suck in two 
NATO members, Greece and Turkey. The 
Americans have uncomplainingly bank- 
rolled Macedonia's trade deficit—an esti- 
mated 7.4% of GDP in 1997—and have 
keenly backed Mr Gligorov. 

Now they would like to see a friendly 
successor, perhaps Vasil Tupurkovski, the 
last Macedonian member of old Yugosla- 
via's rotating presidency, who has lived in 
America. But the trade deficit is a warning: 
rampant corruption and unbroken com- 
munist habits are holding back growth. The 
next president must break a kleptocracy 
that is undermining ordinary Macedo- 
nians' faith in their state. Being America's 
buddy will not be enough. 





Daffodilly? 


PARIS 


Tu is a whiff of hope, almost eupho- 
ria, in theair. "We haven't seen so many 
positive factors for growth coming together 
for perhaps 30 years,” says France's finance 
minister, Dominique Strauss-Kahn. Manu- 
facturing output has climbed (by 3.3% last 
December and by 8.4% over the previous 
December). Interest rates are the lowest for 
years. The stockmarket is rocketing. Invest- 
ment is picking up, with 10% more ex- 
pected this year after two years of stagna- 
tion. Inflation, at 1.1% last year, is at its 
lowest for four decades. Foreign trade 
achieved a record surplus of FFr173 billion 
($30 billion) last year, twice the 1996 figure. 
France now looks certain to qualify for Eu- 
rope's currency after hitting, spot on, the 3% 
target for its public-sector deficit. Last, and 
perhaps best, unemployment is dropping, 
from 12.6% last June to 12.1%. 

Despite East Asia's turbulence, which 
the finance ministry reckons may knock 0.3 
to 0.5 percentage points off French growth, 
Mr Strauss-Kahn is confident that the econ- 
omy this year will expand by 3% “or even a 
little more"—the fastest rate since the early 
1990s. Not surprising, then, that the coali- 
tion government's more left-wing support- 
ers are already calling for celebrations to 
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begin. After years of austerity, the time, they 
say, is ripe for bigger wage rises and social 
benefits, as well as tax cuts—all promised, 
they point out, by Lionel Jospin, France's 
Socialist prime minister, in his general- 
election campaign last May. 

But the prudent Mr Jospin, who sounds 
increasingly more social-democratic than 
socialist, does not mean to be rushed. “The 
recovery's dividends must not be distrib- 
uted before we know if it is durable,” he 
said after announcing only modest in- 
creases in social benefits on February 26th, 
thereby disappointing those expecting the 
party to begin. Priority, he said, must go to 
boosting growth and jobs, not to tax-cutting 
or doling out welfare. Mr Strauss-Kahn has 
been cautious, too. “The economic results 
are encouraging, but still fragile,” he says. 
“After too much pessimism at the end of 
1997, we must not now succumb to too 
much optimism.” 

Such caution is not playing well on the 
left, which already resents Mr Jospin’s mea- 
gre 8% boost in benefits for the long-term 
unemployed (bringing the monthly allow- 
ance up to FFr2,445) and his refusal to ex- 
tend benefits to the jobless young, who are 
not entitled to welfare. But, showing that its 
heart is in the right place, on March 4th the 
government unveiled a package of mea- 
sures (some, in fact, previously announced) 
to improve the plight of the poor. 

Despite France’s expensive welfare sys- 
tem more than one household in ten, per- 
haps 5.5m people, still lives below the pov- 
erty line (FFr3,800 a month for a single 
person and FFr7,900 for a couple with two 
children). Over 3m still have no job; almost 
another 3m “working poor” earn less than 
FFr5,000. Some 200,000 of the poorest 
have no health insurance. This week’s pack- 
age, to cost FFr50 billion over three years, 
should provide universal health care (even 
for the uninsured). Among other measures, 
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But be frugal, says Jospin 
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residential property empty for more than 
two years will be taxed. Repayment of 
debts—any debts—by the very poor will be 
made easier. Over half the money will go to 
schemes to get the unemployed and "ex- 
cluded" back into work. That, says Mr Jos- 
pin, is his prime target. 





Italy 


Pie in the face 


ROME 


OST people agree that Italy's con- 
stitution needs reform. And that re- 
form, it had been thought, was well under 
way: a parliamentary commission, known 
as the bicamerale, had been working on it 
for more than a year, agreement had been 
reached on a draft of the proposed changes, 
and parliament had begun voting on them 
(with, it was expected, a referendum to fol- 
low). Now the whole project seems to have 
run into the sand. 

What has happened? Last year, Mas- 
simo D'Alema—the bicamerale's chairman 
who leads the Democratic Party of the Left, 
the main branch of the current Olive Tree 
coalition government—managed to con- 
vince both Silvio Berlusconi, the leader of 
the conservative opposition, and Gian- 
franco Fini, head of the post-fascist Na- 
tional Alliance party, that change was 
needed in three areas. Italy should have a 
more federal system of government (be- 
cause this, among other things, might ap- 
pease the secessionists of the Northern 
League) The executive branch of govern- 
ment should be sharpened up, with an 
elected president possessing stronger pow- 
ers. And elections to parliament should 
henceforth consist of two rounds, as they 
do in France. 

Awkwardly, the scandal-besieged Mr 
Berlusconi then insisted on a fourth sub- 
ject: reform of the judiciary, the body that 
he says is at the root of most of Italy's trou- 
bles, as it certainly is of his own. The deal 
became known as the patto della crostata, 
the jam-tart pact, after the dessert the party 
leaders ate when they met for dinner in the 
house of Mr Berlusconi's main adviser. 

At this point, however, things started to 
go wrong. Mr Berlusconi began to have sec- 
ond thoughts about the proposals for re- 
form of the judiciary, which in his view did 
not go far enough. Meanwhile Umberto 
Bossi, leader of the Northern League, 
seemed to turn against the whole idea of 
constitutional reform: the bicamerale, he 
said, had to go. And a former president of 
Italy, Francesco Cossiga, with the same pur- 
pose in mind, launched a brand-new cen- 
tre-right party, which has attracted about 50 
members of parliament (but has promptly 
run into problems with its leader). 
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Russia's hotel from hell 


MOSCOW 


HEN the 3,000-room Rossiya Ho- 

tel opened in Moscow in 1967, the 
Soviet Union boasted that it had built 
the biggest hotel in the world. It had cer- 
tainly built one of the biggest eyesores. 
The Rossiya had all the elegance of a gi- 
ant concrete box dumped unceremoni- 
ously behind St Basil's Cathedral. Hog- 
ging a site cleared of fine historic 
buildings by Stalin, the Rossiya has dis- 
figured the old "Kitai-Gorod" quarter of 
Moscow for the past three decades. 

The Rossiya has long been a visitor's 
nightmare. Exploding televisions were a 
long-standing hazard. In recent years the 
Rossiya's ugliness has been matched by 
its seediness. The city authorities made 
an unsuccessful attempt to close it in 
1994 on the ground that it was infested 


Get that boil off Basil's back 


On the opposition side, Mr Fini was 
thus left alone in defending the reforms, in- 
cluding his own pet project, the directly 
elected presidency. When Mr Berlusconi 
went to Mr Fini's party conference in Ve- 
rona on February 28th and attacked the 
government as a nest of communists 
(sneering also at “magistrates who adopt 
the methods of communist regimes"), Mr 
Fini rebuked him. “What we need to talk 
about is constitutional reforms," he said. 
Mr Berlusconi was unamused. 

The worried Mr D'Alema knows that 
Mr Fini represents only a third-plus of the 
conservative opposition. The leader of the 
Democratic Party of the Left has invested a 
lot in constitutional reform, and failure 
would hurt him. He was probably ready to 
offer Mr Berlusconi a concession on reform 
of the judiciary, by creating a distinction 
between judges and prosecutors; but the 
magistrates rebelled against the idea. When 





with rats and cockroaches. But those 
pests were, and are, among the least of its 
problems. Far more dangerously, the 
Rossiya has long been infested by crimi- 
nal gangs controlling its sinister corri- 
dors and gloomy arcades. In January the 
hotel'S general director, Yevgeny Tsim- 
balistov, was shot dead, apparently for 
trying to reorganise things in a way that 
upset the balance of power between the 
gangs. It was the third contract killing of 
a Moscow hotel boss in 15 months. 

Given management problems like 
that, small wonder the city government 
has been unsuccessful in a four-year 
search for foreign investors rich and de- 
ranged enough to take on the Rossiya. 
Nobody has wanted it, in whole or in 
part. So last week the city’s chiefarchitect, 
Alexander Kuzmin, came 
up with a new scheme. Find 
a foreign investor, he said, 
who would pay to demol- 
ish the Rossiya and build 
something else on the site 
more in keeping with the 
surroundings. 

As to what should rise 
in the Rossiya’s place, Mr 
Kuzmin seemed to have in 
mind a new hotel designed 
by... himself. That may, in 
some respects, be a contest- 
able project. But it would 
have the merit, rare among 
recent property develop- 
ments in Moscow, of being 
a sure-fire improvement on 
what went before. 


a Milan prosecutor, Gherardo Colombo, 
one of the heroes of Italy’s anti-corruption 
investigations, accused both left and right 
of shady backroom deals, Mr D'Alema 
called him “a left-wing extremist”. Then, re- 
alising that Italy's left-and 75% of the en- 
tire electorate—thought otherwise, he 
backed away from the insult. 

The foxy Mr Cossiga wants his friend 
Mr Berlusconi to “sink the bicamerale as 
fast as he can”. Mr Berlusconi seems close to 
doing just that. Last weekend, changing the 
culinary image, he called the constitu- 
tional-reform process un pasticcio, a mess. 
This bodes ill for Italy, even though the bi- 
camerale’s proposals are only a modest 
start. As Mario Monti, one of Italy's two 
members of the European Commission, 
has said pointedly: a country may pass the 
EU's single-currency tests, but "if its institu- 
tions do not work, its partners are worried." 
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EAST ASIAN ECONOMIES 





Tigers adrift 


We gleaming high-rise buildings that fill the 
skylines of East Asia’s capital cities used to be 
seen as symbols of the region’s economic success. 
Malaysians boasted about having the world’s tallest 
building; Bangkok bankers joked that the crane had 
become Thailand’s national bird. But now these 
towering monuments look like a testimonial to fi- 
nancial excess. The cranes are idle, and snazzy of- 
| fices and luxury apartment blocks stand empty. In 
Bangkok an urgently needed road and rail link be- 
tween airport and city centre has been abandoned 
half-finished, its concrete pillars reminiscent of Ro- 
man ruins. Is East Asia's economic miracle now 

| alsoa thing ofthe past? 
| If anybody had predicted a year ago that Indo- 
nesia, South Korea and Thailand would have to go 
cap in hand to the iMF, they would have been 
thought mad. This was, after all, the East Asia whose 
economic policies the international financial com- 
munity was forever applauding: a world away from 
Latin America or Africa, where trouble was always 
on the cards. East Asia's three decades of growth av- 
eraging almost 8% a year (or 5.5% per head) had in- 
spired pride at home and envy abroad (see chart 1, 
next page). Never before had any economy sus- 
tained such rapid growth for so long. The four origi- 
nal "tiger" economies (Hong Kong, Singapore, 
South Korea and Taiwan) had worked themselves 
up to developed-country status, and Indonesia, Ma- 
laysia and Thailand were catching up fast. There 
was much talk about an "Asian century" ahead, 
when the region's economies would leap ahead of 

America's and Europe's. 
But plunging currencies and stockmarkets have 
put the economic miracle in the deep freeze, and 
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minds are now concentrated simply on survival. At 
its low point, the Indonesian rupiah was more than 
80% down against the dollar, and the currencies of 
Thailand, South Korea, Malaysia and the Philip- 
pines have all dived by 35-50% (see chart 2, next 
page). These countries’ foreign-debt burdens have 
therefore swollen alarmingly in local-currency 
terms. The stockmarkets of all five countries have 
also seen losses of at least 60% in dollar terms since 
the start of 1997, and shares in Hong Kong and Sin- 
gapore too have taken a severe beating. Despite the 
recovery in share prices this year, in total some $600 
billion, the equivalent of two-fifths of the region’s 
GDP, has been wiped off the stockmarkets' value. 


Deflated pride 


The financial crisis might seem to be over: curren- 
cies have steadied and stockmarkets are recovering. 
But the economic crisis has barely begun. In the 
Chinese calendar 1998 is the year of the tiger, but in 
the region it is looking more like the year ofthe slug. 
For the first time in at least three decades, the East 
Asian tiger economies (excluding China and Japan) 
as a group will grow more slowly than the rich in- 
dustrial economies, with average growth of only 
around 1%. Indonesia, South Korea and Thailand 
will suffer outright recessions as high interest rates 
choke investment and consumption. And until the 
mess in East Asian banking systems has been 
cleaned up, new lending will be severely curbed, so 
in many of these economies GDP growth may re- 
main weak until 2000 at the earliest. Asians feel 
shocked and humiliated. Gone are the self-confi- 
dent claims about the superiority of Asian values. 
In South Korea and Thailand the government has 
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6 SURVEY EAST ASIAN ECONOMIES 


encouraged people to hand over 
their gold jewellery for melting 
down to boost the country’s for- 
eign reserves. In Bangkok former 
high-fliers have been reduced to 
selling their Mercedes and de- 
signer clothes in secondhand sales. 
At the airport, visitors are greeted 
with banners that sum it all up: 
“Amazing Thailand Grand Sale.” 

Some westerners have rather 
enjoyed pronouncing the “Asian 
economic model” dead. The Asian 
miracle, they say, was always a sham: rapid growth 
depended on governments pouring cheap credit 
into favoured firms. The cosy relationship between 
governments, banks and firms insulated business 
from market forces, encouraging excessive borrow- 
ing and a wasteful use of resources. Doomsayers 
now predict a decade of lost growth in East Asia, 
like the one that Latin America went through after 
its debt crisis in the early 1980s. 

To express certainty about the future is always 
foolish, but such gloom looks premature. Provided 
that the East Asian governments take sensible mea- 
sures, these economies can return to strong growth. 
Indeed, the tigers are, to a large extent, victims of 
their own success. Years of breathtaking growth at- 
tracted vast inflows of foreign capital in the 1990s. 
At their peak, net private capital inflows accounted 
for as much as 17% of Malaysia's GDP in 1993 and 
13% of Thailand's in 1995, causing overborrowing 
and overinvestment which could not continue in- 
definitely. Rapid growth also concealed structural 
weaknesses such as inadequate bank regulation, a 
lack of transparency in business and endemic cro- 
nyism, which made a dangerous mixture with the 
excessive borrowing. And so many years of unmiti- 
gated success inevitably encouraged complacency, 
so that governments were slow to act when the first 
signs of trouble emerged. 

All this makes East Asia's crisis another (and par- 
ticularly serious) example of the financial instabil- 
ity which often afflicts economies in the early stages 
of development. Economic growth never proceeds 
in a straight line. Moreover, contrary to popular 
wisdom, the East Asian tigers have been in trouble 
before. South Korea saw its GDP fall by 3% in 1980; 
Indonesia and the Philippines suffered financial 
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crises in 1983, Thailand in 1984, and Malaysia and 
Singapore in 1985. Taiwan had a banking crisis in 
1989. Each time the future looked grim, but the 
economies concerned eventually bounced back. 

There is every chance that they will do so again, 
but it may take longer than before, for three reasons. 
First, in contrast to previous occasions, the tigers 
have all caught a chill at the same time. Since they 
do a large proportion of their trade with each other, 
that will magnify their problems. Second, thanks to 
international capital liberalisation these econo- 
mies now have much higher levels of foreign debt 
than a decade ago. And third, and most worrying, 
whereas in the past governments were fairly adept 
at handling a crisis, economic policymaking in 
many countries has become more politicised, and 
therefore less effective. 

Governments have also been slow to admit that 
their policies were flawed. Mahathir Mohamad, 
Malaysia's prime minister, denounced foreign 
speculators as criminals and morons, and criticism 
almost everywhere was discouraged, sometimes 
quite forcefully. Last year the research boss of a for- 
eign bank in Thailand, who had issued a critical 
economic report, was sent the severed head of a dog 
through the post. 


The darkest hour 


The gloom in East Asia is likely to deepen in the 
months ahead as more firms and banks go bust and 
unemployment and inflation rise. The most worry- 
ing country is Indonesia, where fears of food short- 
ages and hyperinflation have triggered panic buy- 
ing and some bloody riots in provincial towns. 
Anti-Chinese sentiment is simmering: ethnic Chi- 
nese account for 3% of Indonesia's population but 
control 7096 of its wealth. Indonesia has the worst 
economic problems in the region, yet its govern- 
ment's response has been the least convincing by 
far. The economic crisis is now being compounded 
by a political one. While the economy grew in leaps 
and bounds, voters tolerated corrupt politicians 
and authoritarian rule, but if the economic goods 
are no longer being delivered, they could become 
much less accommodating. In South Korea and 
Thailand, the new pressures have already produced 
a change ofgovernment. Yet in Indonesia President 
Suharto, now aged 76, has stubbornly resisted at- 
tempts to dissuade him from standing again for the 
"election" for his job that started on March ist. 

The most serious risk is that deep recession 
could lead to widespread ethnic violence and a 
breakdown of social and political order. It could 
also provoke a backlash against globalisation and a 
general resentment of westerners. If desperate gov- 
ernments were to react to social unrest by reimpos- 
ing tight capital controls and declaring a morato- 
rium on foreign-debt payments, then Asia could 
indeed suffer a “lost decade” of prolonged stagna- 
tion, cut off from international capital. 

If, on the other hand, governments implement 
the reforms urged by the 1Mr to restructure their fi- 
nancial sectors, and start to deal with the weak 
spots in their economies—such as inadequate bank 
regulation, too much government intervention, 
corruption and the lack of transparency—then 
strong growth can and probably will return. 

The East Asian economies still retain some im- 


THE ECONOMIST MARCH 7TH 1998 








—————————— 


ee titt teneant nnno 





| portant economic ic advanitides over be parts of 


the world, notably their high savings rates and their 
openness to trade, which continue despite their fi- 
nancial troubles. However, the crisis has exposed 
deep flaws in the way their savings are invested, of- 
ten for political. or personal favour rather than max- 
imum rates of return. Such policies contributed to 
the crisis, and ifleft in place would harm long-term 
growth. East Asia needs a more efficient financial 


System and better corporate management to im- 


prove the allocation of capital and so boost pro- 


‘ductivity. This year's likely surge in bankruptcies 
and tumbling property prices will be widely seen as 

— 3. further bad news; yet in truth it will show that mar- 
| ket forces are at last being allowed to work. 









< Will the tigers’ growth return to the dizzying lev- 
els of the early 1990s? “I hope not,” says Banthoon 
Lamsam, president of the Thai Farmers Bank. Econ- 
omies had become dangerously overheated, so 
slower growth would be no bad thing. If govern- 


. ments put their economic houses in order, East 


Asia’s growth might average 5-6% a year over the 
next decade rather than 7-8% over the past decade, 
but this growth would be better balanced and more 
sustainable. And it would still be twice as fast as the 


- average in the rich industrial countries. 


There are plenty of reasons for cautious opti- 


_mism. East Asia's current woes are in large part the 
price of its previous success—and that success itself 


has been much misunderstood. This survey will de- 
bunk many old myths about it, including the belief 
that all these economies are highly flexible and 
well-governed, and that high investment is always a 
sign of strength. But the biggest myth of all is that of 


On the rocks 


AHATHIR MOHAMAD, Malaysia's prime 
VÀ minister, used to rebut critics of his coun- 
try's breakneck growth rate by recalling an old say- 
ing: "In a river, high water takes you over the rocks." 
And so it did, both in Malaysia and in the other 
tiger economies. But the flood waters, it now turns 
out, also concealed some objects that did a lot of 
damage, notably rocky financial sectors. The vari- 
ous economies suffered in different ways, but they 
shared a number of common factors. 

Across the region, expectations about future 
growth became extravagant, and capital became 
cheap, encouraging overborrowing. Much of the 
money was squandered on speculative property in- 
vestment or the overexpansion of industrial capac- 
ity. At the same time a fatal combination of pegged 
exchange rates and an over-hasty opening of econo- 
mies to short-term foreign capital caused a surge in 
debt to foreign banks. The resulting financial bub- 
bles were inflated further by inadequate bank regu- 
lation and the close, sometimes corrupt, relation- 
ship between banks, firms and governments, which 
encouraged borrowers and lenders to believe that 
governments would bail them out if need be. 

The first tiger to succumb was Thailand, where 
economic indicators had been flashing red for 
some time. The most worrying of these was a cur- 
rent-account deficit of 8% of GpP (see chart 4), fi- 
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a single Asian economic model. These economies 
differ hugely in structure and political system, and 
have applied quite different policies, from fairly 
heavy government intervention in South Korea, In- 
donesia and Malaysia to a more flexible regime in 
Hong Kong and, to some extent, Thailand. That im- 
plies that the economic prospects for some tigers 
are better than for others. 

With luck, the crisis may prove a blessing in dis- 
guise. Some economists had been warning the East 
Asians about their inefficiencies for years, but while 
the economies were booming the warnings went 
unheeded. The best hope is that governments will 
use the financial crisis as the perfect reason for 
speeding up reforms. But first they need to under- 
stand exactly where they went wrong. 

CERRO MC he 


nanced largely by short-term capital inflows. Banks 
and businesses, convinced that the baht's exchange 
rate against the dollar would remain pegged (as it 
had, in effect, been since 1985), borrowed heavily in 
dollars at much lower interest rates than they could 
have got at home. Thailand's debt to foreign banks 
jumped from $29 billion in 1993 to $69 billion by 
mid-1997, 7096 of which had a maturity of less than 
one year. Bank regulation, already inadequate, was 
weakened further because many of the Bank of 
Thailand's best staff were lured away by higher pay 











How did Asia's 
supposedly 
watertight 
economies sink? 
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The debt toll 


Foreign bank debt 
as % of GDP, June 1997 





Sources: BIS; IMF; Peregrine Securities 





Past mistakes come home to roost 


in the fast-growing financial sector. 

Most of the other East Asian currencies were 
also linked to the dollar in some way. This proved 
to be a big mistake. Not only did it encourage for- 
eign-currency borrowing, but the pegged exchange 
rate also prevented central banks from raising in- 
terest rates to curb an explosion in domestic credit. 
Economies therefore overheated, sucking in more 
imports. Then the dollar started to rise, gaining 50% 
against the yen between 1995 and 1997 and pulling 
the Asian currencies up with it. As producers be- 
came less competitive, export growth slumped and 
current-account deficits widened. 

To speculators, the Thai baht looked an irresist- 
ible target. The government tried in vain to defend 
it, and last July was forced to let it float. The cur- 
rency has since fallen by over 40%. The devaluation 
meant that all the “cheap” foreign-currency debt 
suddenly became much more costly to service, 
since almost all of it was unhedged. Inevitably, too, 
the property bubble burst, leaving banks with a 
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heap of bad debts. As fears grew about the ability of 
firms to repay their borrowings, foreign capital 
dried up, foreign-exchange reserves dwindled and 
Thailand had to go to the IMF. 


Catching the flu 


That forced foreign investors to look more closely at 
their commitments elsewhere in the region. They 
discovered that other economies shared many of 
Thailand’s weaknesses: fixed exchange rates, dodgy 
banking systems with too much exposure to prop- 
erty, massive unhedged short-term foreign debt and 
a general lack of transparency in business and fi- 
nancial dealings. So the crisis quickly spread to the 
Philippines, Indonesia, Malaysia and South Korea, 
savaging their currencies and stockmarkets. 

In South Korea, the problems were exacerbated 
by politically driven lending. For decades the gov- 
ernment had treated banks as tools of its industrial 
policy, directing them to lend to favoured sectors of 
the economy at cheap rates. Firms had come to ex- 
pect the government to bail them out if need be, 
which encouraged them to borrow too much and to 
invest recklessly. South Korean banks and firms 
also borrowed liberally from abroad. Cheap money 
encouraged the debt-laden conglomerates (chae- 
bol) to diversify into too many areas. For example, 
Ssang Bang Wool branched out from knitting and 
underwear into building an Austrian-style ski re- 
sort, which then collapsed under an avalanche of 
debt. Over the past year eight of the big conglomer- 
ates have gone bankrupt, leaving domestic banks 
with huge numbers of bad loans. 

At the end of 1996, the top 30 chaebol already 
had an average debt-equity ratio of 400%, com- 
pared with 70% in the United States. When exports 
slumped and the won tumbled, firms could no 
longer afford to service their foreign loans. Foreign 
banks became reluctant to roll over short-term 
loans, pushing the country to the brink of default 
before the ımF came to the rescue. The latest figures 
from the Bank for International Settlements for 
June 1997 show South Korea's debts to foreign 
banks to be smaller than Thailand's and Indone- 
sia's as a percentage of its GDP. A more telling indi- 
cator, however, is the ratio of short-term debt to for- 
eign-exchange reserves. In June of last year, South 
Korea's short-term debt was more than three times 
as big as its reserves (see chart 5), a higher ratio than 
for any other country in the region; by December, 
before the IMF stepped in, it had risen to 14 times. 

Indonesia, which also had to go begging to the 
IMF, at first looked in much better shape. Only last 
summer economists in foreign banks, the 1mF and 
the World Bank agreed that its economy was funda- 
mentally sound and not at risk of suffering Thai- 
land's problems, because it had a smaller current- 
account deficit and allowed its exchange rate to 
float within a wider band. Yet today Indonesia is 
Asia's basket-case. Lax banking supervision, per- 
verse links between borrowers and lenders, di- 
rected lending through state banks and heavy 
unhedged foreign borrowing have left a mountain 
of debt. As a result of devaluation, the ratio of for- 
eign bank debt to pP has jumped from 35% to 
14095; most Indonesian banks and firms are now 
technically bankrupt. 

In short, all the tiger economies suffered from 
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Chinese whispers 


HE worst thing that could happen 

in East Asia now would be ifthe Chi- 
nese yuan, so far untouched by the tur- 
moil, were to collapse, prompting an- 
other round of competitive devaluat- 
ions throughout the region. China's 
banking system is even shakier than 
South Korea's or Thailand's because of 


«heavy lending to loss-making state en- 
| terprises and property speculation; 
non-performing loans are already reck- 
i oned to make up nearly a third of total 
i bank loans. Moreover, China's econ- 
| omy was slowing down even before the 


regional crisis began, and now its ex- 
‘ports will be squeezed by its neighbours’ 
devaluations. Even so, for the moment 


_ China looks unlikely to devalue. 


The last time it did, in 1994, the 
move was subsequently blamed for un- 
dermining the other East Asian econo- 
mies’ competitiveness and causing 
mayhem among the region’s currencies. 
However, that devaluation was 
not quite what it seemed. Unifica- 
tion of the yuan’s official and 
market exchange rates appeared 
to imply a 50% devaluation in the 
official rate; but at the time more 
than four-fifths of China’s trade 
was already conducted at the mar- 
ket rate, so the devaluation was in 
effect less than 10%. 

The impact of the recent East 
Asian devaluations on China's 
competitiveness has been equally 
exaggerated. China's advantage in 
low-cost, labour-intensive goods 
such as textiles and shoes has not 


been seriously eroded. The collapse of 
the won, for example, has little effect on 
China because South Korea is on a 
higher rung of the technological ladder, 
producing an entirely different range of 
goods. The average worker in South Ko- 
rea costs around 13 times as much to em- 
ploy as his Chinese counterpart. Indeed, 
even after the tiger devaluations, Chi- 
na's labour costs are still lower than any- 
where else in the region except Indone- 
sia (see chart 6). 

It is also most unlikely that specula- 
tors could force China to devalue, be- 
cause the yuan is not yet fully convert- 
ible. Furthermore, China has a current- 


account surplus, vast foreign-exchange 


reserves (of $140 billion), and a low level 
of short-term foreign borrowing, since 
most corporate debt is denominated in 
yuan (all assuming that its official fig- 
ures are what they seem to be). Indeed, 
in recent months the pressure on the 
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bate the problems of its neighbours by. 


yuan has been upward, not downward. | 
But might the Chinese govern- | 
ment—which has publicly ruled out a | 
devaluation—be forced to devalue any- | 
Way, to give its economy a boost in view 4 
of rising unemployment? Probably not. | 
True, China's growth rate has slowed | |. 
sharply over the past year, but this was | E 
caused by tight government policiesin-. | 
tended to curb inflation. The central | | 
bank now has plenty of room tocutin- | | 
terest rates to spur the economy if it |. 
wants to; it has no need to devalue. | 
Moreover, a devaluation of the yuan | 
would have two undesirable conse- | |. 
quences. It would put further pressure | X 
on the Hong Kong dollar; and if it o > 
caused China's trade surplus with | 
America to widen, it would also risk | 
new frictions with that country, thereby 
endangering China's application to | 
join the wTO. | 
So China seems unlikely to exacer- 


devaluing its own currency; but it can 
itself learn some useful lessons from the. 
crisis. In particular, it will be more | 
aware of the danger of combining _ 
a fixed-exchange-rate policy with | 
a weak banking system in a con- | 
text of international capital lib. 
eralisation. The government will ` 
now almost certainly be more — 
cautious about removing capital | - 
controls and making the yuan : 
fully convertible until the bank, i 
ing system's bad debts have been | 
purged and bank supervision» 
strengthened. So long as China- 
does not then delay such financial | 
reform, Thailand's loss may, in 
the long term, be China's gain. 


too much cheap money, combined with a financial 
system that failed to allocate it efficiently. Banks did 
not assess credit risks properly, lending largely on 
the basis of personal relationships, and taking on 
risks in the belief that the government would al- 
ways bail them out. Bank supervisors were at best 
incompetent, at worst corrupt. According to some 
estimates, non-performing loans in Thailand, In- 
donesia, Malaysia and South Korea could rise to 20- 
30% of total bank loans this year. 

Whatever the tigers' shortcomings, however, the 
markets almost certainly overreacted. The Thai 
baht, the Indonesian rupiah, the South Korean won 
and the Malaysian ringgit are now undervalued 
against the dollar by anything between 30% and 
60% relative to their purchasing-power parity. But 
do not blame the foreign speculators. Although 
hedge funds did launch the initial attack on the 
baht last July, the heaviest sellers of currencies since 
then have been local firms which are either being 
forced to repay dollar loans that foreign banks are 
no longer willing to roll over, or desperately trying 


-to hedge their foreign-exchange liabilities for fear 
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that the currency might fall further. 

Why did the highly paid economists in the. in- 
vestment banks and the international financial in- 
stitutions fail to predict the crisis? The mF did issue 
several warnings to Thailand during the year before 
the collapse, but the government ignored it. The 
handful of economists who rang alarm bells, such 
as Jim Walker at Crédit Lyonnais and Mark 
McFarland at Peregrine Securities, were generally 
thought to be too gloomy. 

One excuse for the optimism at the time is that 
the true level of short-term foreign debt was con- 
cealed by opaque accounting. For instance, in the 
autumn of 1997, South Korea was thought to have 
$65 billion of short-term foreign debt. It now turns 
out that the true figure was over $100 billion. The 
truth is that when the tigers were growing fast, most 
foreign banks and investors simply did not bother 
to question official government figures or listen to 
warnings—they just piled in, lured by the prospect 
of fat returns. Not for the first time: something simi- 
lar happened three years ago in Mexico. 
ns I E EE E E se age EE icra 
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Mexico’s financial 
crisis was different 
from Asia’s, but it 
holds valuable 
lessons 











Back from the brink 


YEAR ago, investors faced with the question, 

“Will Thailand be the next Mexico?” fervently 
hoped that the answer would be no. Now they 
would love the answer to be yes. Following its fi- 
nancial crisis in early 1995, Mexico had only one 
year of recession before growth rebounded strongly. 
The ailing Asian economies may not be so lucky. 

Although the troubles in both East Asia and 
Mexico were triggered by large current-account def- 
icits and difficulties in rolling over short-term dol- 
lar debts, the underlying causes were different. In 
Mexico, capital inflows were used to finance a con- 
sumer-spending spree; in East Asia they went into 
overinvestment, especially in property. Mexico did 
not have a property bubble, so its debt problems 
were not exacerbated by the asset-price deflation 
which East Asia is now facing. 

A second difference is that the East Asian econo- 
mies have a lot more domestic debt than Mexico, so 
their banking-sector problems are more serious. In 
Mexico in 1994, total financial-sector lending 
amounted to less than half the country’s GDP, com- 
pared with over 140% in Thailand last year, accord- 
ing to a report by Janet Henry of HsBC James Capel. 
In Mexico, banks’ non-performing loans peaked at 
around 30% of total loans, or 15% of GDP. If, as ex- 
pected, non-performing loans reach the same level 
in Thailand, they will be a crushing 45% of GDP. 

Third, Mexico was fortunate with the timing of 
its crisis because 1995 was a bumper year for world 
trade, and the newly established NAFTA gave it freer 
access to the American market. After devaluation, 
its exports in 1995 jumped by 40% in dollar terms, 
and more than 90% of the increase went to America. 
The East Asian economies lack a vigorous big 
brother to help them. Two-thirds of the tigers’ ex- 
ports go to other Asian economies (including flag- 
ging Japan's) so any growth is likely to be more 
muted than post-crisis Mexico's. And devaluation is 
a double-edged sword for East Asian exporters be- 





Asia fluffs the Mexican hat-trick 


cause most of their components are imported. 

Last, but not least, Mexico's economy recovered 
quickly because its government, under pressure 
from the American Treasury, wasted no time in im- 
plementing tough measures and restructuring its fi- 
nancial sector. By contrast, the East Asian govern- 
ments' dithering will prolong the downturn. 

Economists worry that some tiger countries will 
follow in Japan's footsteps, refusing to acknowl- 
edge the full extent of their banking crises. Japan's 
sick banking system has still not been cleaned up, 
eight years after it started ailing, and the economy 
continues to stagnate in a vicious circle of slow 
growth, mounting bad loans and shrinking bank 
lending. Already a shortage of credit in some of the 
tiger economies is hindering exporters' efforts to 
take advantage of devaluation, because firms can- 
not get the finance to buy raw materials. 


So far so bad 


The immediate response of some of the East Asian 
governments was deeply discouraging. Indonesia 
has been the worst-behaved. At first, the govern- 
ment appeared to be biting the bullet, agreeing to 
the IMFS proposals to deregulate the economy and 
close some insolvent banks. Sixteen banks were in- 
deed closed, including one owned by President 
Suharto’s middle son, Bambang Trihatmodjo. 
However, within weeks Mr Bambang had opened 
up another bank under a different name. President 
Suharto also agreed to postpone a number of gov- 
ernment projects; but after the IMF agreement was 
signed, 15 of these projects were quietly pushed 
through, including a power plant that happened to 
be backed by his eldest daughter. 

In a second, IMF agreement in January, Mr 
Suharto promised to axe these projects, restructure 
Indonesia's paralysed banking system, phase out 
tax breaks and cheap loans (such as those to the na- 
tional car programme, controlled by his youngest 
son), and eliminate the monopolies enjoyed by his 
family and business cronies. But many doubt that 
the reforms will be fully implemented: the monop- 
olies continue to thrive. 

In February Mr Suharto announced plans to set 
up a currency board to fix the rupiah against the 
dollar. A currency board has worked well in Hong 
Kong, but could be a disaster in Indonesia because 
of the country's fragile banking system and insuffi- 
cient foreign reserves. It requires all local currency 
to be backed by dollars, so the central bank loses the 
power to print money or set interest rates. In the 
early stages that could mean sharply higher rates, 
causing widespread bank failures and economic 
collapse. Sceptics say the scheme is just a scam to 
enable the Suharto clan to repay its dollar debts at 
an artificially high exchange rate. Mr Suharto now 
seems to have put his plan on hold after the IMF 
threatened to cancel its $43 billion rescue package 
if Indonesia went ahead. But, in another snub to the 
IMF, he has also appointed as his vice-president the 
current science and technology minister, 
Bucharuddin Jusuf Habibie, who is hostile to open 
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markets and deregulation and in favour of heavy 
government investment. 

After 32 years in office, Mr Suharto may no 
longer be up to guiding his country through this 
rough patch, and yet there is no obvious successor. 
In the presidential “election” about to conclude, a 
carefully selected assembly is expected to confirm 
Mr Suharto for a seventh term. 

The most arrogant response to the crisis came 
from Dr Mahathir, who claimed it was all a western 
conspiracy to impoverish the emerging Asian econ- 
omies. On the surface, the Malaysian economy does 
look sounder than many of the others: a larger part 
of its current-account deficit has been financed by 
foreign direct investment, so its foreign bank debt is 
more modest. It may seem unfair, therefore, that 
Malaysia’s currency and its stockmarket tumbled 
by almost as much as Thailand's. But on closer 
examination not all is well. Malaysia has had years 
of rampant growth in domestic bank lending, ris- 
ing to 170% of Gpp, the highest in the region. Much 
of the money has gone into ill-conceived invest- 
ments which have left firms highly exposed. 

However, Dr Mahathir is desperate to keep the 
IMF at bay. He knows that the Fund would demand 
an end to government subsidies and the many 
other distortions created by the “New Economic 
Policy" which gives preferential treatment to Ma- 
laysia's indigenous population. When the ringgit 
first started to fall, Dr Mahathir did little more than 
urge Malaysians not to take holidays abroad and to 
cut down from two spoonfuls of sugar to one in 
their tea. When these folk remedies failed to halt the 
plunge, Anwar Ibrahim, the deputy prime minister, 
in December announced measures to cut govern- 
ment spending. But the central bank is still holding 
down interest rates and printing money ata furious 
rate to keep insolvent banks and debt-laden firms 
afloat. Malaysia may avoid a recession this year, but 
the government's reluctance to let firms and banks 
fail is storing up bigger problems for the future. 

Kim Dae Jung, South Korea's new president, has 
made a better start than his alarming election-cam- 
paign promises seemed to suggest. His country's fi- 
nancial crisis has been eased, thanks to a speedier 
handover of IMF money, and in late January South 
Korean banks reached an agreement with foreign 
creditors to reschedule some of their short-term for- 
eign debt. Mr Kim has introduced new laws to al- 
low troubled firms to shed workers and to make the 
chaebol more transparent, but he faces plenty of 
opposition. Labour unrest is likely to erupt once 
firms start to lay off workers, and the chaebol are 
resisting pressure to streamline their sprawling 
business empires. Korean banks continue to lend to 
the industrial giants at preferential interest rates, 
keeping ailing firms going and so delaying urgent 
restructuring. 

When Thailand's problems first emerged it de- 
terminedly did nothing, but since the new govern- 
ment of Chuan Leekpai took over in November the 
country appears to be sorting out its mess faster 
than the others. The government has closed 56 of 
the country's 91 finance companies, and an inde- 
pendent Financial Restructuring Authority is now 
selling their assets. Assuming it survives, the new 
government seems genuinely committed to imple- 
menting the other measures demanded by the IMF, 
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Looking beyond austerity 


such as improving bank regulation and increasing 
corporate transparency. The political leaders in 
Malaysia and Indonesia, on the other hand, still do 
not seem fully to accept the need to break up the 
relationship between government and business, 
and to move to a more market-based economy in 
which banks and firms are allowed to fail. 


International Monetary Fiasco? 


The IMF, for its part, has been widely criticised for 
demanding excessively tight fiscal and monetary 
polices in its bail-out packages for Indonesia, South 
Korea and Thailand. The standard imf medicine, it 
is argued, is not appropriate for the East Asian econ- 
omies; instead, such measures might drive them 
deeper into recession and make their debt prob- 
lems worse. It is true that Asia's financial crisis, un- 
like past crises in Latin America, was not caused by 
public profligacy or hyperinflation: most govern- 
ments' budgets are more or less in balance, and in- 
flation is low. However, the IrMF is right to argue that 
high interest rates are needed, at least temporarily, 
to restore confidence in currencies. Slashing rates 
now would cause currencies to slide even further. 

The IMF-imposed budget cuts may have been a 
bit too severe, but the alternative approach advo- 
cated by some—that the fund should instead en- 
courage Asian governments to cut taxes and boost 
spending to offset the slump in the private sector— 
is completely off-beam. The reason these countries 
have large current-account deficits is that they were 
spending beyond their means. Domestic spending 
now has to fall to restore balance. 

More fundamentally, the ımF has been more 
original in its prescription than critics allow. Un- 
like traditional IMF rescue packages, which have 
concentrated on fiscal and monetary policy, the 
programmes for Indonesia, South Korea and Thai- 
land have homed in on financial-sector restruct- 
uring (closing or merging sick banks, strengthening 
bank regulation) and structural reforms (improving 
corporate accounting standards, eliminating gov- 
ernment subsidies and directed lending, opening 
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The recent troubles 
have exposed 
many myths about 
the tigers' past 
economic success 


economies up to foreign investment). 

Allowing more foreign ownership of banks and 
firms could provide one way out by bringing in ur- 
gently needed capital and more professional man- 
agement. For example, thanks to pressure from the 
IMF, foreigners can now take a majority stake in 
Thai financial institutions. South Korea has raised 
the limit on foreign shareholdings in listed compa- 
nies to 55%, and plans to abolish it altogether by the 
end of this year—a huge change for a country that 
has long been hostile to foreign investment. This 
will make it easier for conglomerates to sell their 
troubled subsidiaries in order to repay their debts. 

While currencies were still sliding, foreigners 
were wary of buying assets, however cheap they 
looked, for fear that they would look even cheaper 
tomorrow. But thanks to falling imports and rising 
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exports, the tiger countries' current accounts are be- 
ginning to look a lot healthier. Thailand, for exam- 
ple, has had a surplus for six consecutive months. 
By reducing these economies' need for dollars, this 
should help to stabilise currencies and so bring 
back foreign investors. But it may take time. 

After an appalling start, Asian governments are 
now owning up to their problems and starting to 
implement reforms. It is vital that they do not use 
the recent recovery in financial markets as an ex- 
cuse to reduce their speed. To do well in the longer 
term, East Asia must now start to deal with the struc- 


"e roe 


tural problems that the boom years concealed. If | 


anything useful has come out of the crisis, it is that 
many myths about the tigers have been proved just 
that. Their economies never were as perfect as many 
foreigners wanted to believe. 





Six deadly sins 


AST ASIA has long been an intellectual battle- 

ground for economists. Free-marketeers saw 
East Asia’s rapid growth as proof of the virtues of 
market-friendly policies and free trade, pointing to 
the tigers’ export orientation, their low taxes and 
their modest government spending. Intervention- 
ists homed in on South Korea's industrial policies 
as evidence that selective government intervention 
and protectionism were a good thing. In their zeal 
to make the world’s fastest-growing region fit their 
favourite economic theory, both sides glossed over 
the tigers’ faults and happily swallowed a number 
of common myths about their economies: 
* The virtue of high investment. In most East 
Asian economies, investment in 1996 accounted 
for over 35% of Gpp, almost twice the level in the 
United States or Latin America. According to con- 
ventional wisdom, high saving and investment en- 
surestrong growth, but that is true only ifthe money 
is well spent. Capital spending in East Asia cer- 
tainly surged in the 1990s (see chart 7), but this was a 
sign of weakness, not strength: much of the money 
was wasted. 

In recent years East Asian companies have en- 
joyed an artificially low cost of capital, for three 
main reasons: government subsidies, foreign 
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banks' eagerness to lend, and cheap dollars thanks 
to managed exchange rates. Moreover, money has 
been inefficiently allocated by bureaucrats or by 
banks that put too much weight on good connec- 
tions. The result has been overinvestment in prop- 
erty and industrial projects with inadequate re- 
turns. East Asia now has massive overcapacity in 
cars, steel, chemicals and computer chips. 
è Small government. If the East Asian tigers are of- 
ten portrayed as paragons of free-market policies, it 
is partly because taxation and government spend- 
ing account for only a small share of Gpr, typically 
less than 20%. But that does not mean governments 
have taken a back seat. In most of these countries 
they have intervened extensively during the past 
three decades, leaving their economies riddled with 
rigidities and distortions. South Korea and Malay- 
sia have had the most heavy-handed governments, 
but all the others except Hong Kong's have used in- 
dustrial policies in one way or another to shape the 
economy and promote growth. Governments ev- 
erywhere except in Hong Kong have also inter- 
vened in financial systems, either through state- 
owned banks or by directing private banks to make 
cheap loans to favoured firms. And really free trade 
was confined to Hong Kong and Singapore; all the 
others, particularly South Korea and Taiwan, used 
import barriers, at least in the early stages, although 
in recent years those barriers have been lowered. 

Across the region, subsidies and tax breaks for 
selected industries and government-protected 
monopolies are widespread. In Malaysia and Indo- 
nesia most food prices are controlled by the govern- 
ment. One tell-tale sign of the excessive regulation 
of domestic markets is a thriving black economy. 
Jim Walker, chief Asian economist at Crédit Lyon- 
nais, estimates that the underground economy ac- 
counts for 30-50% of Gpp in Indonesia, the Philip- 
pines and Thailand, and 20-30% in South Korea, 
Malaysia and Taiwan. The main motive for busi- 
nesses going underground is not to evade tax, as in 
rich economies, but to dodge the red tape and the 
inevitable bribes in the formal sector. 

Economists like to argue about whether such 
government intervention contributed to the tigers' 
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rapid growth. A World Bank report on “The East 
Asian Miracle”, published in 1993, conceded that 
measures such as directed credit and export subsi- 
dies had sometimes been helpful, but concluded 
that industrial policies to promote specific indus- 
tries did not work. Productivity growth in pro- 
moted sectors was no higher than elsewhere, sug- 
gesting that industrial policy made little difference 
to overall growth rates. Nor did import barriers 
help economies to develop. Indeed, governments 
ensured that exporters—the tigers’ main engine of 
growth—operated in a fairly open economy. Import 
tariffs on capital goods were kept low to make it eas- 
ier for firms to import foreign technology. 

e Flexibility. Linked to the previous myth is a 
widely held view that all the East Asian tigers have 
highly flexible economies in which workers and 
firms quickly adjust to changes in demand and 
supply. In reality, some of these economies suffer 
from serious rigidities in their labour and capital 
markets which leave them ill-equipped for a down- 
turn. South Korea, for example, not only had power- 
ful trade unions but also a law (which the new gov- 
ernment is reforming) banning firms from sacking 
workers. In many East Asian economies the mobil- 
ity of capital has also been impeded by govern- 
ments’ reluctance to let firms fail, and by ineffective 
bankruptcy laws. 

In the past, the South Korean government auto- 
matically bailed out troubled chaebol, and Malay- 
sia's government still seems unwilling to let big 
firms fail. But "creative destruction" is an essential 
element of a well-functioning economy, allowing 
resources to move to more productive uses. One rea- 
son why Taiwan has been less severely affected by 
financial turmoil than South Korea is that it has al- 
lowed sick firms to fail in the past, and made it eas- 
ier for small firms to set up. 

Compared with South Korea's, Thailand's la- 
bour markets are flexibility itself. However, the mo- 





Time for a clean-up 
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bility of capital there has been hin- 
dered by inefficient foreclosure 
procedures involving a long wait 
before assets could be seized from 
debtors (though these rules are due : 
to be changed shortly). In Indone- 

sia, too, it is almost impossible fora 
creditor to force a debtor into liqui- 
dation, so borrowers have little in- 
centive to pay their debts, and 
restructuring is slow. 

Structural rigidities mattered 

less in the early stages of develop- 
ment, especially since the tigers are 
more market-friendly than most 
other developing economies, but 
as these economies have matured 
and foreign competition has be- 
come fiercer, flexibility has become 
much more important. 
* Good governance. It was easy 
for governments to look good when their econo- 
mies boomed, but now it is clear that their eco- 
nomic management was not all it was cracked up to 
be. Many countries have unreliable legal systems, 
inadequate bank regulation and supervision, a lack 
of corporate transparency and widespread corrup- 
tion. In short, institutions have not kept pace with 
economic growth. 

Take the lack of transparency. A market econ- 
omy needs access to reliable information to work 
properly, but the balance sheets of Asian banks and 
firms are shrouded in mystery. Transparent ac- 
counting practices would long ago have revealed 
the perverse connections between banks and bor- 
rowers and the spaghetti-like structures of cross- 
shareholdings in firms. For example, in South Ko- 
rea it is common for the subsidiaries of chaebol to 
guarantee each other's debts. But the chaebol do not 
produce consolidated accounts, so their debts are 
grossly understated. 

The lack of transparency and accountability 
also invites corruption. According to a survey of 
businessmen by Transparency International, based 
in Berlin, Indonesia has one of the highest levels of 
corruption in the world (see chart 8). President 
Suharto's family dominates the economy, owning 
huge chunks of business, including power genera- 
tion, an airline, construction, telecoms, toll roads, 
newspapers, property and cars. Family members 
and their cronies get first pick of government con- 
tracts and licences, so it helps to have one of their 
names on the company letterhead. Paying off fam- 
ily members or well-connected officials can add up 
to 30% to the cost of a deal. Foreigners have long 
realised that Indonesia was corrupt, but wrongly 
thought that it did not affect its economic effi- 
ciency. Yet in effect corruption is a form of tax. 

A recent study* by Dani Rodrik confirms that 
the quality of an economy's institutions makes a 
difference to growth. Using an index of institu- 
tional quality as perceived by businessmen (eg, the 
effectiveness of legal systems, the quality of bureau- 
cracy and the extent of corruption), and adjusting 
for different levels of income per head and educa- 
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Greasing palms 
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There is no single 
“Asian model” 
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P The ' virtues of long-term indore Politi- ble because the government waived stockmarket — 
-cians in the Anglo-Saxon world have long worried 


that their financial systems are too short-termist. 


f Impatient stockmarket investors, they complained, 


put too much weight on profits today and not 
enough on growth tomorrow. By contrast, the Asian 
model, with its close links between businesses, 
banks and governments, was supposed to shelter 
firms from volatile stockmarkets, allowing them to 
take a longer-term view and giving Asian firms a 


huge competitive advantage. 


Now it has become clear that the cosy relation- 


ship between firms and government was partly to 


blame for the tigers’ problems. Firms were insu- 
lated from market forces, allowing them to concen- 


trate on maximising assets and market share rather 
than maximising returns. The long-term relation- 
ship between government, banks and firms encour- 


aged cronyism and corruption. The great virtue of 
stockmarkets is that their judgments are not dis- 
torted by personal sentiment or bribes. The East 
Asian countries need to strengthen the power and 
rights of shareholders so they can play a bigger role 
in disciplining companies, and so create incentives 
for better management. 

Renong, a Malaysian conglomerate, is a good 
example of what is wrong with the Asian way of do- 
ing business. More than 1,000 firms operate under 
Renongs umbrella. in a complex web of cross- 
shareholdings, in a wide range of sectors including 
construction, telecoms and banking. Once the com- 
mercial arm of Dr Mahathir's political party, and 
run by a close associate of his, Renong won lucra- 
tive public-sector contracts for roads, bridges and 
rail systems. The firm borrowed heavily by pledging 
shares in subsidiaries as collateral for loans. But as 
share prices collapsed, banks demanded more col- 


rules that would have required a general offer to be 


made to all minority shareholders—a move widely | 


seen as a bail-out of influential investors. 

* Education. The Asian tigers, it is often asserted, 
have a well-educated, skilled labour force. This is 
true of Hong Kong, Singapore, South Korea and Tai- 
wan, but less true elsewhere in the region. Indone- 
sia, Malaysia and Thailand have suffered serious 
shortages of skilled labour in recent years. This has 
pushed up wages in manufacturing faster than pro- 
ductivity, eroding international competitiveness. 


In the longer term, skill shortages will make it hard 
_ for these countries to climb up the technological 


ladder to make more advanced goods. 

The problem is most acute in Thailand, where 
the average worker today still has only four or five 
years of schooling. In 1994 only 39% of Thai chil- 
dren aged 12-16 were at school (though the figure 
has now gone up to around half), compared with 
44% in Indonesia and 56% in Malaysia. All three are 
significantly lower than the equivalent figures for 
Taiwan back in 1975, when its income per head was 
comparable with Thailand's today. The three less 
developed countries spend less on education as a 
share of GDP now than South Korea or Taiwan did 
at the same level of income, and what money is 
available is often badly. spent. In Thailand, for ex- 


ample, the government, in a famous bungle, bought : 


computers for rural schools that had no electricity. 
It was high time that these six myths about the 
secret of East Asia's success were ditched. Each of 


them points to the need for structural reforms that _ 


some or all of the tigers now need to embrace. But 
criticism ofthe Asian economies en bloccan be car- 
ried too far. For the biggest myth ofall is the idea ofa a 
single “Asian model”. 





How many paths to salvation? 


'O LISTEN to the recent debate about the death 

of the Asian economic model, you would think 
that all thetigers shared thesame policies and prob- 
lems. In reality, though, there are huge differences 
between them. For example, the role of the state 
ranges from hands-off in Hong Kong to heavily in- 
terventionist in South Korea, Indonesia and Malay- 
sia. The quality ofgovernment is corrupt in Indone- 
sia, squeaky clean in Singapore and all manner of 
things in-between elsewhere. Bank supervision is 
shaky in Thailand and Indonesia but rock-solid in 
Hong Kong and Singapore. South Korea and Tai- 
wan still restrict some kinds of international capi- 
tal flows; others, particularly Thailand, have flung 
their doors open. _ 

Thanks to these differences, some East Asian 
economies will fare better than others over the next 
few years. Hong Kong, Singapore and Taiwan are 
looking a lot healthier than the rest: the Hong Kong 
doilar’s peg remains firm, and Singapore's and Tai- 


war's currencies have dropped by only around 15% 


against the dollar. This is no coincidence; these 


countries have the best economic fundamentals 


_ and the most flexible markets. 


Hong Kong, unlike all the other tigers, operates a 
currency board that requires all local currency to be 


backed by American dollars. So if the Hong Kong 


dollar comes under attack and foreign exchange 
flows out of the country, the monetary base auto- 
matically shrinks, This pushes up interest rates un- 
til the currency becomes attractive again. In fact, 
Hong Kong’s foreign-exchange reserves of more 


than $95 billion provide a much bigger cushion 


than the law requires, so speculators would find it 
very difficult to break the peg. As probably the most 
open and free-market economy in the world, Hong 
Kong also has highly flexible prices and wages, so it 
does not need to devalue to regain competitiveness. 

Hong Kong's other strength is its sound banking 


system. Banks have capital-adequacy ratios of 15- 
20%, twice as high as in South Korea, Thailand or 
Indonesia. For all these reasons, Hong Kong's ex- 
: change rate should hold, but at the cost of high in- 


terest rates, and hence a sharps lowdown i in growth, 








Dei hum rA amt d ae PENIS IU S 


11998 .— 











while the regional turmoil continues. 

Singapore also remains in Asia’s first division. It 
has a huge current-account surplus (15% of Gpp last 
year) and a strong, well-regulated financial sector. It 
also boasts a clean government and a reliable legal 
system. True, its state sector is large and tightly con- 
trolled, but at least it aims to make profits. And de- 
spite considerable government intervention, the 
economy is relatively free and open. Singapore's 
weakness is its tiny domestic market, which means 
that the slowdown next door will cut its growth. 

The third economy that still looks anything like 
a tiger is Taiwan, which has probably the best eco- 
nomic fundamentals in Asia: large foreign-ex- 
change reserves, a current-account surplus, little for- 
eign borrowing and a healthy banking sector. 
Taiwan's government, like South Korea's, has inter- 
vened vigorously in the economy, but its industrial 
policies have been more flexible and better suited 
to changing business conditions. Unlike South Ko- 
rea, Taiwan has always allowed interest rates to be 
set by the market. This has encouraged less capital- 
intensive production and smaller, equity-financed 
firms. Taiwan has also made more progress than 
South Korea in deregulating its economy. 


Bottom of the league 


At the other extreme, South Korea has been East 
Asia's most controlled and distorted economy, 
dominated by the bloated chaebol. That makes it 
ill-equipped for change, so its economy is likely to 
have a tough time over the next few years. Thailand, 
on the other hand, has quite a flexible economy, 
which should help it to restructure faster. Its prices 
and wages are more adaptable and its labour more 
mobile. Bangkok newspapers are full of stories 
about formerly high-flying stock traders swapping 
their mobile phones for sponges to become car 
washers. Thailand's government has often done too 
little rather than too much, failing to ensure, for ex- 
ample, that the country had proper bank supervi- 
sion, effective bankruptcy laws, good education 
and a modern infrastructure. People still joke about 
a coup in the 1980s that failed because the tanks got 
stuck in Bangkok's traffic. 

Indonesia's economy is also more flexible in 
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some ways than South Korea's, but it has been seri- 
ously distorted by monopolies, import restrictions 
and corruption. Cronyism is so deeply entrenched 
that it may take a generation to change the underly- 
ing culture. The country also has perhaps the laxest 
bank supervision in the region. Against this, it has 
huge long-term potential: a large pool of cheap la- 
bour and a big domestic market of 200m people. 

Malaysia also suffers from excessive govern- 
ment interference and shady links between politics 
and business. It got rather carried away with grand 
projects such as the Petronas Towers, the world's 
tallest building, and plans for the construction of a 
new capital (now shelved). Such mega-projects all 
too often involve mega-kickbacks. Malaysia's for- 
eign-debt problems are less serious than Thailand's, 
but the misallocation of its resources may well be 
much worse. And because it is not under pressure 
from the 1Mr or foreign creditors to pursue serious 
reform, it can get away with delaying its structural 
reforms—at a growing cost to the economy. 

What about the Philippines, the tiger cub that 
has only just joined the pack? Over the next few 
years it could well enjoy the best performance of 
any South-East Asian economy. Just like Thailand 
and Indonesia, it saw a huge inflow of short-term 
foreign capital. But as a late starter, the Philippines 
did not have the chance to overstretch itself as 
much as its neighbours. Its banking sector is also in 
better shape, with stricter regulation and account- 
ing standards. Moreover, a decade of structural re- 
form, involving deregulation, privatisation and lib- 
eralisation of foreign direct investment, has greatly 
improved the country's longer-term growth pros- 
pects. So the downturn here is likely to be shallower 
than in the other South-East Asian economies. 

As this economic beauty contest shows, the pol- 
icy differences between, say, South Korea, Thailand 
and Taiwan are as wide as those between Brazil, It- 
aly and Ireland. The gap in econom:c performance, 
therefore, is likely to become wider in future. Of the 
four most troubled tigers (Indonesia, South Korea, 
Thailand and Malaysia), Thailand, thanks to its pli- 
able economy, seems to have the best chance of a 
reasonably speedy turnround if—a big if—its gov- 
ernment sticks to its promised reforms. 
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xt couple of y yea therefore. differ: 
es ar the East Asian economies are likely to 
be quite : pronounced. But what about the longer 
" term? Will most of these economies recover so 
- strongly that people will once again talk of an East 
Asian miracle? Or is that idea refuted for good? 

































The problem of perspiration 
A few sceptics had predicted long before the crisis 
broke that East Asia would sooner or later suffer a 


was Paul Krugman, an economist at America's MIT, 
who in a provocative article in 1994* argued that 
there had been no economic miracle in East Asia. 
Rapid growth in the area, he said, was simply the 
result of heavy investment and a big increase in em- 
ployment, rather than productivity gains. Just as in 
the Soviet Union, he claimed, Asia's growth was the 
result of *perspiration, not inspiration", and was 


used up and capital employed per worker reached 


in and Asia's growth would slow. 

Recent events might appear to have proved him 
right. Heavy investment has proved unsustainable, 
and the lower returns on investment seen in the 
past few years are in line with his predictions. So is 
rapid growth in Asia now a thing of the past? Al- 
most certainly not. For a start, if Mr Krugman's the- 
ory were right, growth would be expected to slow 
down gradually, not come to a sudden halt. More- 
over, diminishing returns should surely have set in 
firstin Hong Kong and Singapore, the richest econ- 
omies in the region. Yet these two have been less 
affected by the crisis than the other tigers. This is a 
temporary slump resulting largely from financial 
excess from which Asia should recover. 

But what about the longer term? Mr Krugman 
clearly has a point when he says that East Asia can- 
not grow so fast for ever. As the income gap between 
rich and poor countries narrows, so does the scope 
for catching up. But how soon, and by how much, 
will the tigers slow down? Mr Krugman's critics sug- 
gest two reasons why he may be too pessimistic. 

* Productivity numbers. Mr Krugman based his 
arguments on the work of another American econo- 
mist, Alwyn Young, who tried to calculate how 
much of the growth in 1966-90 was due to higher 
inputs such as capital and labour, and how much to 
the more sonnet use of those inputs (which 
economists call total factor productivity, or TFP). Mr 





slowdown. One of the most notorious pessimists - 


therefore not sustainable. Once all spare labour was. 


rich-country levels, diminishing returns would set 


thata most all of the East Avian c coun- | 
tries’ growth was due to huge increasesintheircapi- | 
tal stock, while TFP growth was not significantly | 
higher than in the rich industrial economies. 
Unfortunately TFP cannot be measured directly; | 
it has to be calculated as the bit left overthatcannot | 
be explained by increases in labour and capital. | 
That raises enormous measurement problems. | 
Some more recent work has produced higher esti- | 
mates of productivity growth than Mr Young’s. For | 
example, a study by the Brookings Institution? 
found that productivity growth in the East Asian ti- 
gers has increased over time: Taiwan's rate of TFP | 
growth. quickened from an annual average of 1.6% | 
in 1960-84 to 2.896 in 1984-94, and Thailand's from | 
1.3% to 3.3% (see chart 9). This was much higher than | 
TFP growth in rich industrial economies (an average 
of only 0.7% in the ten years to 1994). Note that pro- 
ductivity growth has been slower in South Korea, | 
Malaysia and Indonesia—the countries with the 
least market-friendly policies. 
* The capital gap. For the moment the East Asian 
economies are still much less capital-intensive than 
the rich economies. The average South Korean has 
only two-fifths as much capital to work with as his 
American counterpart, the average Thai only one- | 
eighth as much, so there is plenty of room for catch- 
ing up. The same is true for education, which also | 
boosts productivity. The average East Asian worker 
aged over 25 has had only seven years of education, | 
compared with at least ten in rich economies. So. | 
even if Mr Krugman is right and most of East Asia's | 
| 





growth has come from pumping in capital and la- 
bour, those two sources are far from exhausted. 


Catch me if you can 


All this means that, in theory, growth in the tiger 

economies could remain well above that in the de- 

veloped world for several decades. Whether or not 

this happens will depend on whether they persist 
with the policies that brought them success in the 
past, and dump those that encouraged bad invest- 
ment. The recent crisis in the region has provoked a 
torrent of criticism of the tigers’ ways, and they cer- 
tainly made mistakes. As the previous section of 
this survey argued, the East Asian economies never 
were as perfect as some economists liked to make 

out. But their policies, for all their flaws, were a great | 

deal more sensible than those of most other devel- | 

oping economies, and the economic fundamentals | 

underlying their astonishing growth in the past | 

three decades have not disappeared overnight. | 

Economic studies by the dozen suggest that the | 

main ingredients for growth are high savings, pru- 

dent monetary and fiscal policies, low taxes, open- | 

ness to trade and a strong commitment to educa- | 

| 

i 
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tion. The East Asian tigers do well on most of these 
counts—although some, especially Thailand, need 
to improve their education system. Until the 1960s 
their savings rate was no higher than Latin Ameri- 
ca's, but their governments created an economic cli- 
“The Myth of Asia's Miracle”. Foreign Affairs, volume 73, No 6,1994 | 
t"The Tyranny of Numbers: Confronting the Statistical Realities of | 
the East Asian Growth Experience”. Quarterly Journal of Economics, 
August 1995 | 
“Economic Growth in East Asia: Accumulation versus Assimila- | 
tion", by Susan Collins and Barry Bosworth. Brookings Papers on | 
Economic Activity, 2, 1996 
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remain high, then, even without bor 
| abroad, East Asia can continue to enjoy higher in- 






orrowing from 


vestment and hence stronger growth than other re- 
gions of the world. 

The tiger economies are also among the most 
open in the world, with exports and imports ac- 
counting for an unusually high proportion of GDP. 
This has ensured that price signals have played a 
larger part in allocating. labour and. capital than in 
other developin onomies. True, in the past few 
years a lot of Asia’s investment has been wasteful, 
thanks to artificially cheap capital; but on balance 





-the tigers’ investment has been more productive 


iD - than that of other developing regions. 


Uu. All of East Asia will suffer a slowdown, if not a 
recession, this year and next. But if governments re- 
nd sensibly, there is no reason why strong 
wth should not resume—though it will be slower 
n in the “miracle” days. In the first decade of the 
21st century, Thailand, Malaysia and even Indone- 





| sia (if it embraces reform) could see annual growth 


of 6%, down from 8-9% in the 1990s but still much 


.. | higher than the rich economies’ 2-3%. The Philip- 
|. pines may enjoy a similar rate, up from only 3% 
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AE over the past decade. The four richer tigers, Hong 


Kong, South Korea, Singapore and Taiwan, are 
a to slow to 4-6% (from 7-8% in the past decade). 


Magic ingredients 


HE market for ideas, just like the markets for 
exchange rates or commodities, is inclined to 
overshoot. Before the crisis broke, almost everybody 
was far too starry-eyed about East Asia's economic 
prospects. Now the mood has swung to the other 
extreme and many people are being too gloomy. 


Some myths about the tiger economies’ success 
-needed to be debunked, but the notion that the 
-- source of their rapid growth has permanently dried 
“up is simply wrong. If governments grasp the 


opportunity to make long-needed economic re- 


—. |. forms, the tiger economies could even end upstron- 
. | ger than before. 


Indonesia may possibly suffer a prolonged re- 
cession, but predictions that the whole region is 
about to enter a "lost decade", like Latin America in 
the 19805, are too gloomy. For one thing, Asia is 
much better able than Latin America to earn for- 
eign exchange and so service its debts, because its 
exports account for a much bigger share of GDP. For 
most of the troubled tigers, foreign-debt-service 
payments amount to only 10-15% of exports (except 
for Indonesia, where the figure is 2895), compared 
with 50-6096 in Argentina, Brazil, Chile and Mexico 
in the early 1980s. Moreover, Asia's high savings 
rate will protect it from the sort of investment hia- 
tus suffered by Latin America when that region was 
cut off from foreign capital. Even without access to 
foreign savings, Asia can still afford plenty of in- 
vestment. Its challenge now is to make better use of 
its savings than in recent years. 

That means allowing financial markets, not 
mandarins, to allocate capital. It also requires mak- 
ing the conduct of business more transparent, 
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Then what? Will East Asians ever become richer 
than Americans? Taiwan’s income per head, mea- 
sured at purchasing-power parity, is now just over 
three-fifths of America’s. Average incomes in Hong 
Kong and Singapore are only 10% below America’s, 
and are growing faster. Eventually they may catch 
up or even pull ahead. But as city-states, these coun- 
tries are special cases. Whether any of the other East 
Asian tigers will leap ahead depends on whether 
they learn from the rich countries’ mistakes. 





which calls for international standards of account- 
ing and disclosure, and a reliable legal system. Gov- 
ernments must clamp down on corruption, rein in 
cronyism and eliminate the monopolies, protec- 
tionist barriers and red tape that stifle competition 
in domestic markets. Among other things, that 
means they must attack the vested interests of fam- 
ilies that control domestic industries and services. 

The Chinese word for crisis combines the char- 
acters for danger and opportunity. The dangers in 
this crisis are all too evident, but if it also forces po- 
litical leaders to pursue the structural reforms 
which in happier times would have been unthink- 
able, then it will offer an excellent opportunity to 
put future growth on a firmer footing. 


Don’t do as I do, do as I say 


What the tiger economies need is a healthy dose of 
market discipline. Many Asians naturally resent be- 
ing told that they need to make their economies 
more “western” and to adopt American-style cap- 
italism. Yet the East Asian econornies have grown 
richer over the past three decades partly because 
they have copied some of the ways of the western 
world in technology and management know-how. 
(Cynics would add that even cronyism was in- 
vented by America, not Asia.) Now East Asia needs 
to take some tips from the rich world’s economic 
policies. The reason why America’s economy has 
outperformed both Europe’s and Japan’s over the 
past decade is that its market discipline is stronger, 
forcing firms to adjust swiftly to changes in global 
demand and supply. The tigers could do with some 
of that discipline too. 













All the makings of 
a bright future are 
there, so don’t go 
and spoil it all 





In addition to the 
sources cited in the text, 
this survey has drawn | 
on many others, espe- XE 
cially "Emerging Asia: TE 
Changes and Chal- i 
lenges”, Asian Develop- | 
ment Bank, 1997; ME 
"World Economic Out | | 
look: Interim Assess- - a 
ment", IMF, December | 
1997, and various other 
IMF and World Bank 
| working papers; Asian. |. 
| Financial Markets, ist 
|! quarter 1998, J.P.Morgat 
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But that does not mean they 
should swallow western ways whole- 
sale, or they would risk repeating the 
rich world’s mistakes in areas such as 
welfare spending. In the years ahead, 
East Asia will have a huge potential 
advantage over the developed coun- 
tries because it is not being weighed 
down by an unaffordable welfare 
state. Low taxes have played an im- 
portant part in East Asia’s success. 
When European economies were at 
the same level of development as 
South Korea and Taiwan are now, 
their taxes and public spending al- 
ready accounted for a much fatter 
slice of GDP (see chart 11). But Asia 
needs to be vigilant: as its people be- 
come richer, older and more democ- 
racy-minded, they will demand bet- 
ter health services, education and 
pensions, which could cause public 
spending in the region to explode. 

The tigers, by starting later, have a chance of 
avoiding such mistakes and finding more innova- 
tive ways to finance social spending. Take pensions. 
In America, Europe and Japan, generous pay-as- 
you-go schemes (where today’s workers, through 
taxation, pay for today’s pensions) have built up 
huge future liabilities for governments. As popula- 
tions age, these will impose an ever higher tax bur- 
den on future workers. At the moment Asian popu- 
lations are still relatively young, but in the next 
century they will start to age even faster than in the 
rich economies, so there is no time to waste. In the 
more advanced East Asian economies of Hong 
Kong, Singapore, South Korea and Taiwan, the 
population aged 65 and over is forecast to rise from 
10-15% of the working-age population (aged 15-64) 
in 1995 to 20-30% by 2020 and to 40-50% by 2050. 
In the poorer South-East Asian economies the de- 
pendency ratio will remain below 10% until 2020, 
but then rise to 20-30% by 2050. 

In the past Asia has relied mainly on family care 
for the elderly, but social changes are beginning to 
loosen family ties, so new ways will have to be 
found. South Korea and Taiwan have adopted pay- 
as-you-go pension schemes which without reform 
will require a big rise in government spending and 
taxation from 2010 onwards*. Singapore's fully 
funded pension savings scheme, which obliges in- 
dividuals to save for their own retirement, provides 
a much better model. Malaysia operates a similar 
scheme, and Hong Kong plans to introduce one. 

Most East Asian countries have (or are plan- 
ning) health-insurance schemes also funded on a 
pay-as-you-go basis, which again will become vastly 
more expensive as nations age. Once more, Singa- 
pore offers an alternative: its Medisave programme 
obliges workers and firms to contribute to individ- 
ual medical savings accounts which earn a return 
over time, and from which workers can draw 
money to cover the cost of hospital care for their 
family. A private medical-insurance scheme covers 
catastrophic illness. The Medisave scheme not only 


“Aging i in i thes Asian Tigers: Challenges for Fiscal Policy”, by Peter 
Heller. IMF Working Paper, October 1997 


reduces the fiscal burden, but also gives individuals 
an incentive to keep the costs of health care down 
because bills are paid out of their own savings. To 
prevent hardship, the government pays for the 
medical care of the demonstrably poor and of those 
too old to have built up sufficient funds since the 
scheme started. 

Governments will also need to find new ways to 
finance education because the demand for univer- 
sity places is expected to rise sharply over the com- 
ing years. There is a strong economic case for gov- 
ernments to provide primary and secondary educ- 
ation because of the benefits to the whole economy, 
but in higher education the argument for public 
funding is less compelling. Already, over half of all 
higher education in the East Asian economies is pri- 
vately funded. Governments in the region need to 
move further in this direction. 


Even tigers must slow down 


As the East Asian tigers become richer, their growth 
rates will inevitably slow down; but if they can 
avoid the West’s high-tax, high-spending policy 
mistakes, their incomes may one day overtake those 
in America or Europe. A low-tax, low-welfare- 
spending economy will not only suffer fewer distor- 
tions—and hence enjoy greater efficiency—than a 
high-tax economy, but in the longer term it should 
also offer an economic climate more conducive to 
innovation. 

If the tiger economies continue to do all the 
things they have been getting right, such as saving 
and trading a lot, and scrap the things they have 
been getting wrong, such as investing badly and 
putting up with corruption, they should have a 
bright future. Admittedly, to judge by the way some 
East Asian governments have been behaving re- 
cently, such reforms would constitute a miracle in 
their own right. But if these countries could grow so 
rapidly even when they were wasting resources, just 
think what they might achieve if they wasted less. 





Will tomorrow’s pensions measure up? 
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Off to work we go 


In this month's budget, Gordon Brown wants to improve poorer Britons' 
work incentives. But political commitments may undermine his plans 


T IS a rare chancellor of the exchequer 

who does not dignify his budgets with 
grand titles: "a budget for jobs"; "a budget 
for enterprise". These past few months, Gor- 
don Brown has made no secret of his theme 
for March 17th. This budget, say his aides, 
will be all about “making work pay". 

In the attempt to make work pay, there 
will be a thorough overhaul of the tax and 
benefit systems. Mr Brown's main aim will 
be to help parents into employment. Be- 
cause they get the biggest out-of-work bene- 
fits, they face greater disincentives to work 
than people without children. Currently, 
working parents on low pay receive a 
weekly benefit called family credit. Once 
granted, it runs for six months at a time and 
is usually paid to mothers. In opposition, 
the Labour Party attacked family credit for 
stigmatising recipients, enouraging bosses 
to pay stingy wages and costing over £2 bil- 
lion ($3.3 billion)a year. In government, La- 
bour has proposed replacing it with an in- 
work tax credit. 

But this idea has drawn fire. Defenders 
of women's rights point out that a tax credit 
paid through the wage packet would trans- 
fer money from the woman's purse to the 
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man's wallet in households (a third of the 
total) where the male partner worked. 
Moreover, because the tax credit would be 
based on household incomes, it would 
break the principle that men and women 
should be taxed independently. Businesses 
are concerned that the administration of 
the tax credit will burden them with extra 
costs. 

In response to all this, the government 
is trying to minimise the costs to employ- 
ers, and claims that the scheme can be 
made compatible with independent tax- 
ation. Most significantly, though, women 
will be able to claim the new credit, to be 
called the working-families tax credit 
(WFTC), as a cash payment from the govern- 
ment rather than from employers. As a re- 
sult, the new credit will look rather like a 
complicated version of, yes, family credit. 

So why bother with the wrrc at all? In a 
word, politics. Dull old family credit is part 
ofthe social-security budget, which the gov- 
ernment is pledged to reduce. But the 
bright new wrrc effortlessly replaces a £2 
billion bill for social and economic failure 
with a benign £2 billion tax break. It also 
makes it easier for the government to be 


generous. Voters dislike higher benefit 
spending. But they may accept a tax relief, 
even if it costs them just as much. 

Although the wrrc may make little dif- 
ference to work incentives, the govern- 
ment's plans to make child care more acces- 
sible and affordable could make a lot. 
Mothers on family credit have been able to 
get some help with costs, but the current 
system perversely gives least help to the 
worst-paid. A new child-care tax credit is 
now almost certain to be in the budget, al- 
though the chancellor's aides pour cold wa- 
ter on press rumours that this might be 
worth £75 a week for each family. Help on 
this scale, says the Institute for Fiscal Stud- 
ies (1FS), a think-tank, could eventually cost 
as much as £10 billion a year. 

Yet even if Mr Brown is planning more 
modest help, pitfalls remain. One is that 
help will probably be limited to registered 
child care. But the National Council for 
One Parent Families, a pressure group, ar- 
gues that many lone parents prefer infor- 
mal arrangements. Second, the govern- 
ment's plans to improve child care, and the 
coming minimum wage, are likely to in- 
crease child-care costs—already the highest 
in Europe, says the Daycare Trust, a lobby 
group. Third, to keep down the cost to the 
Treasury, Mr Brown will probably limit it 
for higher earners, and deny it to the high- 
est. But this would mean a disincentive for 
parents to earn more than the cut-off level. 

Together, the wrrc and the child-care 
credit could mean that parents cost taxpay- 
ers more in work than out of it. But the gov- 
ernment is also under pressure to help 
poor parents who stay at home. Last au- 
tumn 47 Labour MPs voted against cuts in 
lone-parent benefits. Although Mr Brown 
is unlikely to help lone parents specifically, 
he may offer extra cash to all workless par- 
ents. Not only would this be costlier than 
targeting lone parents; by increasing bene- 
fits, it would make work less attractive. 
Worse, it may not be enough to appease Mr 
Brown's critics. Lone parents' benefits are 
due to fall in April, but Labour rebels fear 
that public-spending constraints could de- 
lay any new money until next year. 


Taylor's theorem 


However, Mr Brown does not only want to 
reform the benefits side of work incentives. 
He also wants to change existing taxes. 
High on the list are national-insurance 
contributions (NICs), a payroll levy on em- 
ployers and employees. Martin Taylor, à 
banker who is advising Mr Brown, wants to 
simplify the scheme. His plan? Employers 
would pay NICs only on earnings above 
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£80 a week, up from £62 now; and would 
no longer pay NICS on the first £80 once 
earnings breach the threshold. There would 
also be a single marginal rate; at present, 
rates rise with earnings. 

Some critics quibble with Mr Taylor's 
idea. Unless the top NICS rate went up from 
10% to 12.2%, adding to the costs of firms 
with better-paid staff, the scheme would 
cost the chancellor money. The irs points 
out that the biggest gains would go to em- 
ployers not of low earners but of people 
earning £200 to £400 a week. Fair points. 
But in one way Mr Taylor's scheme is made 
to measure: it would help the many people 
who are paid just below £62 a week to save 
their bosses from paying NICS. 

What about the nics that workers them- 
selves pay? These confer rights to state bene- 
fits, such as pensions. Because benefits are 
limited, so are contributions. So employees 
currently pay no NICS on earnings Over 
£465 a week. In last year's election cam- 
paign, Tony Blair promised to keep this up- 


QC REESE SHIRE 


" OW i , 4 - (AUS 


per limit. But Mr Brown's aides now mutter 
about "aligning and simplifying" employ- 
ees' NICS as well as those of employers. The 
political costs of removing the upper earn- 
ings limit altogether are probably prohibi- 
tive. But if Mr Brown decides to raise the 
threshold for employees’ NiCs to match 
that for employers' contributions, he may 
be tempted to raise the upper earnings 
limit to pay for it. 

Besides reforming national insurance, 
Mr Brown has a manifesto commitment to 
honour: a starting rate of income tax of 10p 
in the pound. Lower tax rates help low earn- 
ers, right? Wrong. Only higher earners 
would receive the full benefit of the lower 
tax rate. And low earners would gain practi- 
cally nothing, since a higher net income 
would reduce the in-work subsidy they re- 
ceive from the government. Mr Brown may 
design the wFTC to stop this. But doing so 
would make the system even more com- 
plex. The 10p tax rate is a design flaw in Mr 
Brown's New Jerusalem. 
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Cornwall 


County on the edge 


ALORVUIN 


“Rich south, poor north” is the accepted cliché about Britain's economy. Tell 


that to the Cornish 


OST Britons think of Cornwall, Eng- 
land's most south-westerly county, 
as a lovely place to spend a summer holi- 
day, blessed by sea, sand and beautiful, rug- 
ged scenery. So it is—but then few of those 
visitors have trudged through Redruth on a 
grey, blustery day in February. In the steep 
main street a couple of shops are empty; 
four or five others have been taken over by 
charities; at the bottom of the hill is the 
shell ofan old market building. Just outside 
the town is a more dramatic symbol of eco- 
nomic decline: the county's (and Europe's) 
last tin mine, South Crofty, due to close on 
March 6th with the loss of 170-odd jobs. 
The main effect of South Crofty's clo- 
sure is just that: symbolic. The heyday of 
Cornish tin mining was more than a cen- 
tury ago, and came only after much bigger 
money had been made in copper. But the 
death of tin neatly illustrates the source of 
Cornwall's economic difficulties. The best 
days of other traditional industries, such as 
china clay and fishing, are also long gone. 
Farming is in slump, as it is all over Britain. 
A lot of jobs in tourism are seasonal and 
poorly paid. Sometimes frustration shows: 
a couple of weeks ago a few Cornishmen 
drove slowly up the A30, the main road out, 
clogging it. "It just seems that this county's 
got nothing going for it" says Bernard 
Ballard, projects manager at South Crofty. 
All ofthis adds up to some sobering eco- 
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nomic facts. Cornwall's Gpp per head in 
1995 was a mere £7,511 ($11,856) per head, 
making the county the poorest in England. 
Of Britain's 20 travel-to-work areas with the 
highest unemployment rates, Cornwall has 
five. Last summer, the county council ad- 
vertised locally for a social-science gradu- 


The last shift 





ate, offering a salary ofonly £10,000-11,000; 
100 applied. Cornwall's picture-postcard 
image attracts incomers, making compe- 
tition for jobs even harder. Alan Bruce of 
Kerrier district council—whose office af- 
fords a grand view of South Crofty—says 
that people from all over the country scour 
Cornish newspapers for jobs, and are 
happy to accept pay cuts as the price of liv- 
ing there. Average weekly earnings in Corn- 
wall are 23% below the national average. 

What holds the economy back? One 
problem is geography. It is 200 miles from 
London to Cornwall's eastern border, and 
the county is 80 miles from east to west. Al- 
though transport links have improved in 
recent years, they could still be much better. 
Trains run more slowly from, say, London 
to Cornwall than to the north-east. And a 
few miles of the A30 trunk road are not yet 
dual carriageway. Sometimes lorries hit a 
railway bridge there, causing long traffic 
jams. The government put the completion 
of the job *under review" last year. 

Even so, peripheral economies without 
brilliant transport systems can be stars. Ire- 
land,on the edge of Europe, is one; Portugal 
is also coming up. And for many compa- 
nies distance does not matter. One is Geo- 
Science, a Falmouth firm that assesses rock 
structures and makes systems for heating 
and cooling buildings from boreholes. Its 
managing director, Tony Batchelor, says his 
British customers think Cornwall remote. 
But he sees distance as no hardship: "We 
get to our appointments on time. And it's a 
jolly pleasant part of the world to live." 

But there is another problem. Corn- 
wall's 480,000 people are scattered: the big- 
gest town, St Austell, has a mere 21,000 
souls. This makes it unlikely that job prob- 
lems could be solved by a few new big em- 
ployers. Cornwall's prospects therefore de- 
pend on creating and attracting a lot of 
successful small and medium-sized com- 
panies. There are examples. DCD Interna- 
tional, which sells Cornwall and neigh- 
bouring Devon to foreign investors, says it 
has pulled in 29 firms to the county, bring- 
ing 2,700 jobs. Keith Staite of In Pursuit of 
Excellence, a Cornish promotional body, 
cites one fine firm after another. Yet there 
are not enough. David Pattison, the county 
council's head of economic development, 
adds: "Too many small companies lack the 
ability and motivation to grow." 


And the answer? 


Local politicians argue that the county 
needs more state help. With some justifica- 
tion, they say that Wales and Scotland are 
better looked after, and that Cornwall's 
central-government funding does not re- 
flect the cost of serving its sparse popula- 
tion. For now, the government is offering 
help in two ways. First, the county is one of 
the pilot areas for the "New Deal" to train 
and find jobs for young unemployed peo- 
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nd the company 
eases in China 
atks for further 


it the decision by 
arperCollins, to dump the autobiog- 
raphy of Chris Patten, the former gover- 
nor of Hong Kong, was based on two mis- 
calculations. One concerned the scale of 
t. the row in Britain, which has been large 
= and damaging; the other concerned the 
likely consequences for Mr Murdoch's 
other business interests in China. 
-t-- Disney is just as vulnerable in China 
‘as Mr Murdoch's News Corporation is. 
-| Mr Murdoch has satellite-television inter- 
| ests, which are directly dependent on gov- 
|. ernment licences; Disney needs the Chi- 
lese government to combat the piracy of 
deos, T-shirts and all manner of other 
erchandise. But Disney understood 
(and this may be an advertisement for the 
services of Henry Kissinger, who was re- 
tained during the row) that the aim of 
bluster from Beijing is to scare offenders 
Anto self-censorship. Those who stand 
















: ple. Early signs, says Michelle Maslen ofthe 

“Employment Service, are encouraging: 
double the expected number of youngsters 
have. asked to join, and plenty of employers 
are offering places at decent wages. 

The second is a new regional-develop- 
ment agency for the south-west. Many lo- 
cals think that this will do no good, because 
it will also be promoting such faraway and 
prosperous places as Bristol and Swindon. 
However, the Redruth area's Labour MP, 
Candy Atherton, is confident that it will 

‘pay special attention to Cornwalls trou- 
bles. And some Liberal Democrats, who 
wanted a purely Cornish agency and are 
"thecounty's biggest political party, are pre- 
pared to wait and see how things turn out. 
.—-— Cornwall is looking to Brussels as well 
.as London. There is a campaign to win 
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firm do not seem to suffer. 

So while Mr Murdoch's Chinese inter- 
ests have probably not gained from the 
dropping of Mr Patten's book, his British 
ones have certainly suffered. Authors are 
leaving and threatening to leave Harper- 
Collins, and one of the country's most 


-— powerful literary agents, Michael Sissons, 
n China - 


said that he would think twice about of- 
fering the publisher his clients' books. The 
value of HarperCollins, which Mr Mur- 
doch last year tried and failed to sell to 
Bertelsmann, a German media company, 

has surely fallen. 

.. Nor has the episode done much for 
Mr Murdoch's reputation as an employer. 


Memos to HarperCollins expressing his — 
displeasure at the company's signing up. 


Mr Patten have been made public. But 
rather than supporting Eddie Bell, the 
managing director of HarperCollins who 
dropped the book, Mr Murdoch said that 
HarperCollins had "screwed it up". 

Mr Murdoch's political clout in Brit- 
ain may also suffer. His | 
closeness to Margaret 
Thatcher was — well 
known, and his newspa- 
pers warmth towards 
Tony Blair suggested that 
he was trying to becorne 
pally with New Labour. 
But from now on, if Mr 


“Objective 1” status for aid from the Euro- 
pean Union (currently, the county is in a 
less favoured class). Success would mean 
less reliance on Whitehall and more leeway 
in how EU money is spent. Cornwall’s GDP 
per head is 69% of the EU average; below 
75%, regions are eligible for Objective 1. But 
Brussels treats Cornwall and Devon as one; 
together, they are above the threshold. 
Cornwall wants separate treatment. 
Whatever the outcome of this cam- 
paign, Cornwalls long-term prospects will 
have to rely on local ingenuity and assets. A 
dozen miles from South Crofty is a prime 
example. At Gweek, a village most likely to 
be visited for its seal sanctuary, there is a 
near-surreal sight on the bank of the pretty 


Helford river: a drilling rig. Its builder, 
Seacore, combines two threads. of Corn- 


selves with glee. “We must now have the | E 


-on the subject of the Times's veracity. “Ru- | 
pert Murdoch is an agent of moral debili- || 
tation.” The Daily Telegraph, the Daily 
Mail, the Guardian: all have weighed in. | 
Not, of course, that those newspapers 
would ever let their business interests af- 









































press and politicians alike. 
And the standing of Mr 
newspapers in Britain has tak 
The Times covered the story: 
it was front-page headlines 
the press, with a story daringly 
“News Corp puts its side i P 
ten.” Subsequently, in both the Times and 
the Sunday Times, stories covering the 
row were heavy on quotes from those de- 
fending the Murdoch businesses. . ^ 
Competing papers, which have sub | - 
fered for five years because of a price war. | - 
that the Times started, are beside them- 
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fect their coverage of a story. 



















wall's economic inheritance: mining and. 
the sea. Lately it has been building an off - 
shore wind farm in Sweden and digging . 
Canadian oil rigs into the sea bed—"so they 
don't get clouted by icebergs”, says the man-- 
aging director, Robert Goodden. 

“We can't work fast enough," says Mr 
Goodden. “We're held back only by our 
ability to train people.” He expects to take - 
on some of the best from South Crofty, and 
reckons that his 100 or so skilled, mainly : 
Cornish employees earn a healthy average 
of about £25,000 a year. And he adds: “I’ve 
been appalled by the money that’s been 
wasted on the mines and the romance of 
the mines." He has a point. Cornwall has to 
look forward, not back. But can it find 
the entrepreneurs it needs? ^ 
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N TRUTH it is a small matter barely worth a paragraph, let 

alone an entire column. But in politics the Lord Chancellor's 
controversial taste in wallpaper is the sort of thing that can shake 
the confidence of the strongest government. 

Appearing before the Commons Public Administration 
Committee this week, Lord Irvine mounted what he no doubt 
imagined to be a robust defence of the decision to spend 
£650,000 ($11) tarting up his official apartments in the Palace 
of Westminster. This was, he suggested, a reasonable sum to 
spend on the renovation of an official residence that was part of 
the national heritage. At £300 a roll, the hand-made wallpaper 
might sound expensive, but this was not the sort of stuff you pick 
up just anywhere, "which might 
collapse after a year or two". Future 
generations, he told his mirthful 
and disbelieving interrogators, 
would be truly grateful. 

The funny thing about this ar- 
gument is that, in its funda- 
mentals, it is plainly right. Britain 
is rich in heritage, of which the 
Lord Chancellors apartments are 
a small but legitimate part. And 
unless it were really on its uppers, 
à nation that let its great public 
buildings run to seed would justly 
be accused of philistinism. But in 
this asin many other instances the 
merits ofthe case are gloriously be- 
side the point. The point is that, 

"presentationally", Lord Irvine is 
an unmitigated disaster. 

. TheLord Chancellor is not just 
Tony Blairs friend and former | 
mentor. By all accounts he has a su- 
perior legal mind. But nothing in $ 
his training has prepared him for 
the profession of politics. He has a 
way of burying his heavy head in 
his shoulders, like a bull pushed 
into a corner. He is too fond of 
barristerly circumlocutions. When 
he does stumble upon the rare 
soundbite it tends to be calamitous: his enemies will never for- 
get his calling the beautification of his quarters *a noble cause". 
Fatally, in a nation besotted by do-it-yourself, he gave the im- 
pression this week that he had never heard of one of Britain's 
biggest pry chains. The nation’s parliamentary sketch-writers— 
to say nothing of its mass-market wallpaper manufacturers— 
duly fell upon him like a pack of hounds enjoying one of their 
last lawful opportunities to tear a fox limb from limb. 

Taken on its own, the saga of the Lord Chancellor's wallpa- 
per should surely be written off as a bit of media nonsense. But it 


< | is in no danger of being taken on its own. It is already being 
-| added to a catalogue of recent episodes in which the govern- 
merit has had a rotten press. In some cases (the carping over the 
Millennium T Dome) the government may feel hard done by. In 


usps wd of welfare leaks between the Treasury and Harriet 
Department of Social Security), it has to accept that its 
own ministers are to blame. Either way, there is a growing con- 





viction in Downing Street that something ironic, broader and 
potentially. quite damaging is shappening tc toa me nu previ- 
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Presentation and posterity 


ously famous for its virtuosity in "spin". The government thinks 
its presentation is letting it down. | 

This is a novel experience for Mr Blair. In government as in 
opposition, he has never had a deeply hostile press. Moreover, 
he entered office resolved not to become a prisoner of the next 
day's headlines. John Major ploughed neurotically through the 
early editions; Mr Blair told a Downing Street duty clerk that he 
didn't need to see them. Like all prime ministers he wants to 
concentrate on the big things: a soft landing for the economy, 
better school performance, constitutional reform, peace in 
Northern Ireland, modernising the welfare state. But unlike his 
EROE he has been fortified by an enduring popularity. 
Shrugging off the daily headlines 
is a lot easier for a prime minister 
who enjoys a remarkable 60% ap- 
proval rating nearly a year into his 
administration. Better still, Mr 
Blair has shown repeatedly—in the 
case of the Millennium Dome as 
in the flap over Bernie Ecclestone’s 
controversial gift to the party—that 
when public support wavers he 
can still reach over the heads of the 
press and win the benefit of the 
doubt all over again. 

For all that, ata certain pointin 
the life of any administration, the 
moaning of the newspapers can 
get a fellow down. It is hard to re- 
main fastened on the big picture 
when the small things knock you 
about. You begin to muse about 
the reasons for the press's failure to 
stay on message. Perhaps the prob- 
lem is the absence of a media con- 
stituency for New Labour? After 
all, papers on the left, such as the 
Guardian and Observer, are more 
Old Labour than New; those on 
the right are at best fair-weather 
friends. Or maybe what the gov- 
ernment needs is a stronger centre, 
ever-tighter control from Downing 
Street of the presentation of government policy? 

If that is the direction in which Mr Blair is now inclining he 
would be wise to think again. It is plainly a good idea to 
strengthen policy co-ordination at the centre. To that end Sir 
Richard Wilson, the cabinet secretary, is at present reviewing the 
way Number 10 works. But from the point of view of media han- 
dling, Mr Blair already runs a tighter show than his predecessors. 

Nothing wrong with that. But a government that worries too 
much about its presentational efforts runs two rísks. For a start, 
its efforts may simply be wasted. Certainly, no amount of coach- 
ing or curbing will ever turn Lord Irvine into a back-slapping 
practitioner of the common touch. The bigger danger is that 
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presentation can distract a prime minister from policy. New La- . 


bour came to power having conveyed the impression that ur- 
gent remedial action was required in order to redress the car- 


nage of Thatcherism. If refurbishing the apartments of the Lord * 
High Chancellor is not exactly the “noble cause” the voters had — 
in mind, the answer is to hunker down, press on with the: main © 


business and let the papers have their bit of harmless fun. 
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There have been dark clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dark cloud set in... economic uncertainty. 


iscbwp: 100! 


We Malaysians, however, expect this to clear too. 
| In due time. With an optimism that is borne out 
| of four decades of incredible economic growth 
| the world has been witness to. 


| With the perseverance to make changes and sacrifices. 
| With the wisdom of solid economic fundamentals 
lo see us through. With the determination to do 

everything for the economy to bounce back. 


| And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 
Bullish on Bouncing Back 
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Our client commitment 





Maybe it's because we have built up the professionalism 
















needed to enhance long-term returns for our clients. 

Or because we emphasi ze p personal | client service based k 
on mutual trust. Or becuse we tee been successful 
Swiss-based international money managers since ": : 1 i 


For these Arid other sound. reasons, investors around 





the globe rely on Julius Baer to entcipate rat var 
investment management needs: i in private banking par 
excellence, institutional asset management, p 
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| Professionalism. Service. Continuity. 
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BUSINESS 


Turin meets Detroit 


—on the Volga 


NIZHNY NOVGOROD 


Russian manufacturing is hopelessly run down. Big new foreign investments 
in the motor industry could speed its recovery 


ISTORY is repeating itself in Nizhny 

Novgorod, 250 miles east of Moscow 
on the banks of the Volga river. Almost 70 
years ago the Ford Motor Company 
showed the Russian government how to 
build a world-class car plant there. Cars, 
commercial vehicles and the odd missile- 
launcher have been rolling out of the gates 
ofthis "Gorky" plant ever since. In 1992 the 
plant was reorganised into a private enter- 
prise known as GAZ, after the initials of the 
factorys Russian name, Gorkovy Av- 
tomobilny Zavod. Now GAZ is 
seeking foreign help once 
again. Last month it set up a 
joint venture with Fiat to 
build another world-class car 
plant. This week General Mo- 
tors said it might follow suit 
with another Russian car 
maker, Avtovaz. 

Under communism the 
motor industry was starved of 
international expertise and 
market discipline. Since then 
it has been starved of invest- 
ment, just like the rest of Rus- 
sian industry. Its cars are lost 
somewhere in the Soviet 
1970s—unsellable ^ outside 
Russia, and sellable inside 
Russia thanks only to the 30% 
duty levied on competing im- 
ports, and to a huge dealer 
network. To escape from this 
time-warp, Nikolai Pugin, the 
president of GAz, has signed a 
deal with Fiat to create a new 
joint-venture firm, Nizhe- 
gorod Motors, which will in- 
vest $850m in the new plant, 
producing 140,000 cars a year 
by 2003. Fiat and GAZ are each 
taking 4096 of the new firm; 
the European Bank for Re- 
construction and Develop- 
ment is taking the other 20%. 

Progress is brisk. The lobby 
of Nizhny's one good hotel is 
filled with Italian voices. The 


Fiat-designated factory boss Gazworks 
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will be arriving soon from Turkey. And 
there is plenty of work to be done. Fiat and 
GAZ also want roughly 20 parts suppliers 
from Europe and America to set up fac- 
tories in Russia, selling both to them and to 
the rest of the Russian car industry. The 
idea of integrating a main plant and sup- 
pliers was perfected by Fiat at its Melfi fac- 
tory in southern Italy, opened four years 
ago. Melfi has a "supplier park" of 22 firms 
making everything from batteries and axles 
to seats and dashboards. The Russian 





scheme draws on that inspiration, though 
the incoming parts firms will be more scat- 
tered. They will be offered their pick of the 
region’s idle defence-industry plants, 
which the government wants to convert to 
civilian use. 

The Russian government has offered 
encouragement, promising tax breaks in 
exchange for high local content. But in the 
end it will be Mr Pugin who determines 
whether the new firm prospers. Like any 
other enterprise in Russia, it will have to 
contend with inadequate infrastructure, 
the lack of a functioning legal system, a 
highly criminalised business environment 
and the attentions—rarely benign—of up to 
90 government agencies. Fiat is betting that 
Mr Pugin's back will be broad enough to 
shield the new plant from those extraneous 
pressures, and let it get on with the difficult 
enough business of making cars. 

The Italians could scarcely have placed 
their bet more shrewdly. GAz is commonly 
considered the best-run of 
Russian car makers, and Mr 
Pugin one of Russia's best 
managers. He has made a 
good fist of limiting barter 
with suppliers, the acid test of 
any Russian boss. Barter 
quickly takes over any Rus- 
sian firm where management 
is weak or where money is be- 
ing siphoned off. At GAZ it ac- 
counts for less than 40% of 
payments, perhaps half the 
motor-industry average. Mr 
Pugin's plant is an oasis of or 
der when compared with that 
of Avtovaz, the country's big- 
gest car maker, in the Volga 
town of Togliatti. Last year 57 
people were murdered in one 
three-month period in To- 
gliatti; detachments of sol 
diers had to be brought in to 
keep criminal gangs away 
from the Avtovaz factory gate. 


Prototype 


The Fiat-Gaz joint venture 
ranks not merely as the biggest 
foreign investment in the Rus- 
sian car industry, but as one of 
the biggest foreign invest- 
ments in Russia of any kind. 
To date, no other car maker 
has risked a firm commit- 
ment to anything more thana 
modest assembly plant. Gen- 
eral Motors has installed ca- 
pacity for assembling up to 
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~ 50,000 Cheval 





-. rean firm, has talked of assembling up to 
80,000 small cars a year in Kaliningrad, 
though the financial difficulties of the par- 
ent Kia Group have overshadowed the pro- 
ject. Ford has a kit-assembly plant in Bela- 
rus, next to Russia. | 
.  Lastyeara total of 15,200 cars were pro- 
duced in the country from imported kits—a 
drop in the ocean, when set against the mil- 
lion cars that were produced inside Rus- 
sia's own factories. Last year Avtovaz alone 
produced more than 700,000 vehicles. GAZ 
. ranked second with 250,006 vehicles, a 
.:.- mixture of “Volga” saloons and “Gazelle” 
^: light vans. 
GM and Ford both have medium-sized 
. projects in the planning stage and will be 
watching Fiat's progress. Ford will spend 
. about $150m converting an engine factory 
. near St Petersburg to produce small cars 
- and light vans. This week GM outlined its 
plans for an ambitious venture with Avto- 
^^ vaz in Togliatti. The first stage would in- 
. volve an investment of $80m, to assemble 
_ 35,000 cars a year from imported kits. That 
might be followed by much bigger invest- 
. ment in a new factory producing 150,000 








1 — n carve-up 


HE argument over who owns the Cas- 
pian Sea and its vast oil reserves may 
be nearing its end—though not as quickly 
.as Russia and Kazakhstan, currently the 
main promoters of a settlement, would 
like. The two said last month they would 


- baijan, Turkmenistan and. 


to seal a deal. This week Russian diplo- 


draft treaty might indeed be ready, but 
more work would be needed before all 
parties were likely tosign. — 

New impetus towards a deal on the 
Caspian came when Russia mad 
cial but little-remarked shift 









and the mineral reserves beneath 


|. tors—though it wanted the sea waters to 





_ Previously Russi: 








. seabed and mineral reserves i ! 
. dividing up only a band of « coastal 
-| for exploiting on a national basis. 
P Iran had been the main backer of th 
Russian argument for shared juris diction 








74 


Ko nuallyin Tatarstan. Kia Motors, a South Ko pr 


.| be sending a draft treaty on dividing up | ; 
| the sea to the other littoral nations—Azer- | 

Iran—by- 

-| March 15th. Last week Russia's president, Y 
- Boris Yeltsin, called fora Caspian summit 


mats were more cautious. They said the 


tion in January. It agreed that the seabed, 
itcould - 
be divided entirely into national sec- 
be managed jointly by all five nations. 
-littoral states should hold. much of the | 


waters : 


Russia's change of mind} has | left Iran as 


venture. on. current va er e 
was designed 30 years ago by Fiat.) 

The great lure for foreign car makers all 
too aware of the hazards of investing in 
Russia is the prospect of a market that has 
years of high-speed growth ahead of it. 
There are currently a mere 13m cars in pri- 
vate hands in Russia, which is a country of 
some 150m people. Americans buy more 
cars than that in a single year. The average 
Russian car is almost ten years old, and is 
liable to be forced off the road by environ- 
mental controls. 

And Russians are getting richer, at least 
in the cities. In Moscow or St Petersburg it is 
not difficult to earn $4,000 a year, the in- 
come level at which car ownership typi- 
cally becomes a passion in developing 
countries. Russian factories are already sell- 
ing all the cars they can produce, and Mr 
Pugin expects the market forcars to grow by 

12-15% a year. Oleg Pavlov, an analyst with 
Brunswick Warburg, an investment bank, 
thinks the Russian fleet will expand to 18m 


by 2000. 


If big joint ventures do prove the way 
forward for the Russian motor industry, it 








the main. hold-out—though Turkmeni- 
Stan and. Azerbaijan have differences 
about - where - boundaries. should be 
drawn on the seabed. Russia had been 
hoping to win Iran over when Kamal 
-Kharrazi, the Iranian foreign minister, 





visited Moscow at the end of February. To 


no avail as yet. 
The key to the Caspian is the distribu- 


b tion of oilfields across the seabed. The 


fields lie in the middle, off Azerbai- 
zerbaij jan has been the main pro- - 








‘states around the Caspian, unilateral 








ational division of the sea. : 
: romising waters are those off - : 



































































remains to be seen how much of the “old” 
industry they can carry with them. Mr 
Pugin insists that the joint venture with 
Fiat will provide a model of technology 
and productivity from which the rest of 
GAZ can learn. But looking at the old Gaz 
plant—Henry Ford would doubtless recog- 
nise much of his firm's handiwork if he re- 
turned there today—it is hard to be optimis- 
tic. Russian factories require about 150 
man-hours to make a car, ten times more 
than American or European plants, and 
three times more than those in developing 
countries. Russian costs are high, too, by 
developing-country standards. 

The old factories may even become less 
efficient if the new joint ventures lure the 
youngest and best workers. That seems 
likely: the new ventures will offer western- 





Iran. So Iran hasacorrespondinglystrong | 
interest in claiming a share of the seabed | | 
beyond. Russia would gain useful re- |. 
serves even from a national division. But | - 
it has never quite resigned itself to losing ` 
so much of the Caspian to the new sover- 
eign states created when theSoviet Union 
collapsed. It argued for shared jurisdic- 
tion as a way of maintaining its influence. 

Three main factors seem to have 
brought about the Russian change of tack. 
The first is that it wants better relations 
with other countries in the “Common- 
wealth of Independent States", the club 
for ex-Soviet republics, and with Kazakh- 
stan in particular. Compromising on the 
Caspian will help a lot. The second is sim- 
ple realism. The oil-rich Caspian states, 
led by Azerbaijan, have been leasing out 
fields to foreign oil firms regardless of 
Russian bleating. The third is impatience 
among private Russian oil companies. 
Theterritorial claims ofthe foreign minis- 
try have complicated their attempts to 
join Caspian projects as strictly commer- 
cial entities. 

A treaty, if it comes, will be useful 
mainly as an aid to long-term political 
stability. Given the volatility of all the 


claims that seem academic today might 
.acquire greater significance later. The 
 end-game will turn on Iran's assessment... 
_ of the benefits it can derive fromthe other _ 


Caspian states in exchange for Epuringi its. 2 | 


miniature toa treaty. 
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Doing business in Taipei could be as comfortable as a stroll in the park. Surrounded by parks in the heart of the city, the Grand Formosa Regent makes 
relaxation and efficiency go hand in hand. Little wonder it is voted tops in location, not to mention food and service. And that pretty much covers all the bases. 


FORMOSA INTERNATIONAL HOTELS GROUP A FOUR SEASONS HOTEL 
NO. 41 CHUNG SHAN N. ROAD, SECTION 2, TAIPEI. TAIWAN. TEL (886-2)2523-3636. FAX (886-2)2523-6635 


CODA MACAE ACR e LL APILA ATRL e ATO iL FOUR SEASONS HOTELS AND RESORTS. DEFINING THE ART OF SERVICE AT 40 HOTELS IN 19 COUNTRIES www.rh.com 


The CFA charter means the 
same thing around the globe. 
Investment professionalism 
and excellence. 


Over 24,000 investment professionals from 63 countries have earned the CFA’ designation — 
Chartered Financial Analyst. And that speaks volumes in any language. It says that the 

: standards represented by the CFA charter are a constant in an ever-changing world of 
international investments. That the designation's stringent Code of Ethics and advanced 
curriculum provide charterholders with the competitive edge so vital to their success. 


A universal symbol for high professional standards and principles, the CFA charter is sponsored by the 


Association for Investment Management and Research. AIMR also offers other professional development 
programs designed to achieve higher standards for CFA charterholders, their employers and their clients. 


For more information and a free brochure, call 1-804-963-6825. 
Or visit our Web site at www.aimr.org. M R 


SETTING A HIGHER STANDARD 
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Where we're from, people have always made things you could count on 
At FORE Systems, we don't see why your company's computer networks should be any different. 


So we build networks that can take anything your company throws at them, without breaking 
Without going down. 

Networks that don't need constant attention from people who have better things to do. 
Networks that let you make the most of technology's next big thing, and the technology 


you already have. 


Networks that let your company do more, and do it better. Giving you a communications 
infrastructure that really is an infrastructure, instead of something you have to rip out and 


replace every few years. 


But then, we're from Pittsburgh 


That's how we build things here. 


www.fore.com 1.888.404.0444 
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Networks of steel. 





COMPLEXITY 


Complexity is a multi-headed monster that can wreak havoc on investors, 
companies and institutions who have assets to protect, preserve and enhance. 
Our International Fund Services people know how to handle 

Complexity — no matter how great it is. 
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C orporations, investment funds, financial institutions Our International Fund Services Division is the 

and families have turned to us for more than fifty years. world’s leading administrator of offshore funds. And 
Today they rely on our people and technology for we customize unique investment options. 

a world of integrated services. We provide Banking, Custody, Brokerage, Pension 
Our Corporate and Fiduciary Services 


Fund Services and much more — to turn 
range from business organization, account- CITCO Complexity into Simplicity. 
ing, legal and advisory services to every 
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- traditional Russian factories. Younger and 
fitter workers will be tempted, while older 
. ones will stay aig and i nét to their wel- 


vill count as a very 


PRINGTIME is not what it used to be for 
America’s biggest companies. As an- 
other season of annual general meetings 
approaches, the shareholder revolts and ex- 
ecutive sackings that used to accompany 
ich occasions are a fading memory. Now 
| little fresh air has permeated many 
boardrooms, companies seem more ac- 
untable to their owners. And with profits 
| new products blooming, few investors 
eaneed for further confrontation. But be- 
fore getting carried away, investors should 
-takea good whiff of the stench wafting over 
- from Waste Management, Inc (WMX). 
- For those unfamiliar with wMx's trou- 
bles, it is the world’s biggest garbage-haul- 
: ing firm; it is based in Oak Brook, Illinois; 
-and its shares have had a disappointing de- 
- cade; Its poor returns, however, are only the 
: tip of the rubbish heap. In the past year 
` WMX has been through two chief execu- 
- tives, two chief financial officers and sev- 
-eral outside directors. After studying the ac- 
“counts, its temporary boss, Steve Miller, a 
¿veteran of the rescues of Chrysler and Ca- 
“nary Wharf (a property venture), replaced 
the entire audit committee in November. 
In addition, Arthur Andersen, the firm's au- 
- ditor, replaced its own team. On February 
24th wMx released a new set of accounts. 
These restated the company's earnings for 
the past five years and wiped $2.9 billion 
Off its assets. 

Before the revolving door started turn- 
ing last year, wMx had a typical friend-of- 
the-management board, which had been 
handpicked by the firm's long-time chief 
executive and co-founder, Dean Buntrock. 
Although the company had enjoyed im- 
pressive growth during the 1970s and 
1980s, it expanded rapidly under Mr 
Buntrock in the 1990s, investing heavily in 
new capacity even as the share price lagged. 
As WMX continued to drift, investors lost 










confidence in the board. In 1996 some of its. 


shares were bought by the Lens Fund, 
which specialises in companies with inept 
boards, and invests in only six or sofirms at 
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“style opein ohe wages, but 
far more limited social benefits than in the. 


; n teris indiss- 












a time, so that it can keep a close eye on 


what goes on. 

The real turmoil, however, began in 
February 1997, when Mr Buntrock's succes- 
sor, Phillip Rooney, presented a feeble turn- 
around plan to investors. The share price 
plunged—no small feat considering the 
record of Mr Rooney's predecessor—and he 
resigned. 


In July, after bringing in three new out- yy | 
side directors, including. Mr Miller, the. NM XV 
board at last decided ona new ceo: Ronald |. . 
LeMay, an executive from Sprint who had. .— 


helped revive several troubled companies. 


Mr LeMay did little to win investors’ confi- Bu 
: Prescott of Broken Hill Proprietary Com- 
|» pany announced his resignation on Marc 


dence. They complain that he did not in- 
vest any of his own money in WMX, failed 
to bring in any outside management talent 
with him, and left his family in Kansas City, 
commuting home at weekends. Mr LeMay 
declined to be interviewed for this article. 

On October 21st Mr LeMay presented 
his first quarterly results, showing a fall in 
earnings of 28% on the year before, even 
though the company's performance had 
begun to stabilise. wMx said that the previ- 
ous years earnings had been boosted by 
several non-recurring items. Eight days 
later Mr LeMay resigned, saying WMx pre- 
sented "different kinds of challenges" than 
those he had been expecting. The compa- 
ny's chief financial officer quit the same 
day. wMx's shares fell another 2096 in fierce 
trading (see chart). 

At that point, Mr Miller took over as act- 
ing chairman and cEo. Having sorted out 
its books, WMx is now investigating how its 
assets became so overvalued. Meanwhile, 
wMx issearching frantically for a new chief 
executive. Mr Miller says he is close to find- 
ing one. Some investors would prefer to see 
the company acquired. A takeover would 
allow wMxX to consolidate its operations, 
and it might raise the share price quickly. 
That could appease many shareholders. 
Some have filed suit alleging that they were 
misled about the company's prospects. 

Those who steered away from wMx can 
be forgiven for feeling smug. Yet they would 
be wiser to feel nervous. A falling share 





| Australia' S BHP 





on his seven years as CEO and managing 
. director: BH P shares rose more than 8%, be 
-fore falling back somewhat the following: 


. written offwhen production failed to come 








































price is often the only thing that s 
complacent board into action. For 
ca's boardrooms, good times 
shares call for vigilance, as v 
tion. Ideally, there will not.b 
love in the air this spring. » 


[E yow sharper than a serpentstódt S. 
. thankless stockmarket. When John 





4th, the markets: delivered a savage verdic 


day. Mr Prescott bravely said he was happi 
at the reaction. Few believe the market's. 
biood-lust has been sated; the head of the 
BHP chairman, Jerry Ellis, is likely to be thi 
next to roll. | E: 

Mr Prescott is blamed for failing to. 
equip the 112-year-old Melbourne com 
pany for the rigours of global competition 
His uninspiring approach to much-needed 
restructuring and inability to move the: 
company into higherwalue activities : 
eroded investors’ confidence. : 

In particular, Mr Prescott is blamed fo 
the disastrous acquisition of Arizona-based : 
Magma Copper in December 1995 for. 
A$3.2 billion ($2.4 billion). BH» concedes i 
paid too much, and took a A$550m char 
against the asset, accounting for much o 
the 6196 decline in profits it reported in thi 
year to the end of May 1997. A plant in: 
northwestern Australia to make hot- 
briquetted iron is running late and wildly - 
over cost. An oil project in Vietnam was. 


anywhere near projections. And the loss of 
three senior executives in the space of thre: 
days in August looked like carelessness. — 
No doubt Mr Prescott (with Mr Ellis’s - 
help) has made a few errors. But, to be fair, .- 
he has also been desperately unlucky. BHP” 
has four operating divisions: minerals, — 
copper, steel and petroleum. All of them | 
have been hurt by falling prices. 
When BHP bought Magma, copper was 
selling for $1.30 a pound. A copper-trading 
scandal at Japan's Sumitomo in 1996 drove 
prices down, and they have never recov- 
ered. Copper is now selling for 86 cents, or 
about what it takes Magma to get it out of 
the ground. The firm's lowest-cost produc- _ 
tion in Papua New Guinea was halted for _ 
months because of drought. 
Or take oil. Reckoned a strong and well- 
managed performer, last year BHP Petro- 
leum made A$676m, while BHP as a whole 
reported net profits of just A$410m. Tha 
record will be hard to xx Oi aric 
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Prescott considers his future 


have been stuck near $14 a barrel for 
months, down from $25 early last year. 
Steel prices have been steadier so far, 
but Asia accounts for about half of the out- 
put of BHP Steel and no one expects de- 
mand to hold up given the region's trou- 
bles. Moreover, South Korea's steel industry 
will benefit from the fall in the value of the 
won, cutting into BHP's exports. The miner- 
als division will also be affected, with the 
prices of coal and iron ore likely to fall after 
sales contracts expire in April. And gold is 


Oracle 


More than vision 


SAN FRANCISCO 


selling for just under $300 an 
ounce, compared with $376 at 
the end of 1996. 

Although Mr Prescott's de- 
parture cannot end such price 
slumps for BHP, it does repre- 
sent something of an evolu- 
tion in Australian business. 
Historically, BHP’s investors 
were loyal and patient with 
the company they nicknamed 
the “Big Australian”; that has 
been replaced by a strong de- 
mand for performance. Min- 
ing firms once had a special 
place in the affection of Aus- 
tralia’s share-owning public, 
trading at a premium. That 
premium has vanished. Fol- 
lowing several new listings, 
including last year’s hugely 
successful flotation of Telstra, 
a telecoms firm, mining com- 
panies no longer dominate the market. 
They now account for a fifth of capitalisa- 
tion, and only four are in the top 20 firms. 

Mr Prescott was a product of 40 years at 
BHP, starting as a Newcastle trainee in the 
country’s oldest steelworks. Not only are 
these works now being shut—a national 
trauma—but the company is looking for an 
outsider to kick the lumbering company 
into shape. Investors like the idea of new 
leadership, but the Big Australian could use 
a bit of good luck, too. 





After reporting dismal second-quarter revenues last year, the world’s second- 
biggest software company lost nearly half its value. A lot is riding on its lastest 


results, to be announced on March 12th 


N THE afternoon of December 8th 

Larry Ellison was running late, but 
there was nothing unusual in that. The 
chairman and founder of Oracle was look- 
ing forward to flying himself and a few 
other executives in his Cessna Citation jet 
to New York for an Internet conference. Al- 
though the main speaker, Mr Ellison had 
no prepared speech. “I'll do what I usually 
do,” he said, “just wing it.” That would 
mean a few well-aimed barbs at Microsoft 
and a paean to the Network Computer, a 
device that Oracle believes will one day re- 
place the pc. Casually, but immaculately 
dressed, Mr Ellison appeared, as they say, 
“tanned and relaxed”. 

Within hours, Oracle dropped what Mr 
Ellison knew was a bombshell about its sec- 
ond-quarter earnings. Not only was its core 
database-server business up by only 3%, but 
its booming corporate-applications divi- 
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sion had increased revenues by only 7% 
against 95% in the first quarter. The com- 
pany put some of the blame on Asia and a 
bungled reorganisation of its sales force, 
but did little otherwise to soften the blow. 

The following morning, Oracle’s shares 
fell 30%, to the horror of the entire high-tech 
sector. Mr Ellison himself was reported to 
have lost more wealth in a single morning 
than any person in history. By lunchtime 
he was still probably California’s richest 
man—but a tidy $2.4 billion poorer. The 
shares fell by a further 20% in the following 
weeks, to just $18 by early January. 

Oracle has since briefed analysts to ex- 
pect a return to health. Despite concerns 
about some parts of the business—above 
all, a slowdown in the database market—its 
shares have regained much of the ground 
they lost on that Black Tuesday. But the 
market will not be kind to Mr Ellison 


should Oracle fail to deliver. 

The risk is small. These days, Oracle is, 
in the words of one analyst, “a quality, 
blue-chip, big-cap investment vehicle”. It is 
one of the Titans of the computer industry, 
with pre-tax income this year expected to 
top $1.5 billion on revenues of $7 billion. 
Microsoft's products may be more visible, 
but Oracle's—which drive everything from 
cashpoint machines to airline bookings— 
have had as great an effect on people's lives. 
Like the best technology companies, it has 
learnt the knack of re-invention. 

The trigger for Oracle's first transforma- 
tion wasan earlier market shock. On March 
28th 1990 its share price fell by 3196 after the 
firm reported flat third-quarter profits. It 
was the beginning of a nightmare for Mr 
Ellison that lasted the best part of two years 
and nearly cost him the firm. By November, 
after going into loss, Oracle's shares were 
trading at $4.88. In the search for econo- 
mies, Mr Ellison even cancelled the firm's 
Christmas party. 


Reprogrammed 

The cause of Oracle's near-downfall was a 
sales force that was out of control and had a 
habit of booking business which never 
materialised. To his credit, when grappling 
with the firm's problems, Mr Ellison in- 
cluded the possibility that he might have 
been one of them, and hired two managers 
as solid as he was visionary. First to come, 
as chief financial officer, was a Silicon Val- 
ley veteran, Jeff Henley. He was closely fol- 
lowed by Ray Lane, a management consul- 
tant from Booz Allen & Hamilton. 

Between them, with a chastened Mr El- 
lison, they changed Oracle from an on-the- 
edge outfit that promised more than it de- 
livered into a highly disciplined business. 
Jim Moore, an analyst at Br Alex. Brown, 
describes Oracle's management as “one of 
the deepest, most talented, creative and te- 
nacious in the technology sector." 

Mr Ellison and Mr Lane—who, as chief 
operating officer, in effect manages the 
company—are complementary opposites. 
Mr Ellison grabs headlines, defines strategy 
and creates excitement around the compa- 
ny’s powerful but not inherently glamor- 
ous products. Mr Lane makes the trains run 
on time and listens to customers. 

Over the past four years Mr Lane has 
also quietly guided Oracle’s second great 
transformation: from what was largely a 
one-product company with a small appli- 
cations business on the side into an evolv- 
ing total-solutions provider, with a 12,000- 
strong army of consultants. Messrs Ellison 
and Lane realised that Oracle’s dominance 
of the market for big databases—nine out of 
ten Fortune 500 companies are Oracle cus- 
tomers—gave it the opportunity to enter 
new, high-growth markets in packaged 
applications, data warehousing and, in 
due course, network computing and the In- 
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ternet. Other companies are now trying to 
get on to the Oracle bandwagon with acqui- 
sitions. Few, save IBM, have the installed 
base and the deep relationships with cor- 
porate clients. 

It's just as well. Although the database 
market is not as saturated as some claim 
(companies deploying whizzy new applica- 
tions need to extend their database licences 
to more of their employees to get the most 
out of their investment) it is nevertheless a 
relatively slow-growth business by software 
standards. In addition Oracle faces compe- 
tition at both the low end of the market 
(from Microsoft's cut-price SOL Server) and 
at the high end (from rBM's new pB2 Ver- 
sion 5). To make matters worse, retrenching 
Japanese firms have cut their database 
spending and the frenzy to fix year 2000 
bugs has temporarily emptied rr budgets. 

It was, however, the slump in sales of 
Oracle's enterprise-resource planning (ERP) 
applications that unnerved the market 
more. Applications may today account for 
only 20% of Oracle's revenues, but they are 
vital to its future. The ERP market is boom- 
ing. Last year the four leading ERP compa- 
nies—sAP(which dominates with 61% of the 
market), Oracle (15%), Baan and PeopleSoft 
(both 12%)—saw their sales grow by 50% and 
there is little sign of the pace easing. Vacat- 
ing its number-two spot is something Ora- 
cle can ill afford. 

It seems unlikely. The poor second 
quarter was exaggerated by some big 
telecoms deals from the year before and Mr 
Lane has stepped back from the disruptive 
reorganisation of sales, remotivating the 


Ellison wings it again 
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team by lowering quotas and repricing op- 
tions (see box). After delays caused by diffi- 
culties with the Java programming lan- 
guage, important new products are now 
being shipped. These should finally put 
some substance behind Mr Ellison’s pros- 
elytising of Oracle’s Network Computing 
Architecture, which claims to lower the cost 
of computing by moving applications 
from the desktop to centralised servers. 
After last December's roasting, Mr Lane 
also wants to smooth out some of the lump- 
iness inherent in corporate-software licens- 
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ing deals, some of which can be as big as 
$40m a time, by deferring some revenues 
and, from Tuesday, presenting each quar- 
ters figures within the context of a three- 
year timeframe. 

Despite the real difficulties it faces, 
most analysts believe that Oracle's strategy 
is working and that the transformation 
from software company to solutions pro- 
vider will be complete within a few years. 
And what then? Time for Mr Ellison to re- 
new his company yet again. 





No option 


SAN FRANCISCO 


RACLE employees saw their stock 
options £o "underwater" over- 
night when the database company's 
shares plunged below their exercise price 
last December. But nobody is crying. The 
Silicon Valley firm simply exchanged the 
old options for new ones with a lower ex- 
ercise price, giving its employees a sec- 
ond crack at earning their bonuses. 

Oracle is not alone. Repricing stock 
options is common when à company's 
| shares fall sharply, particularly in the 
| volatile high-tech industry. Last year em- 
battled Apple Computer did it. In Janu- 
ary so did the equally troubled software 
firm, Netscape Communications. 

A survey of 250 American high-tech 
firms by WestWard Pay Strategies, a con- 
sultancy based in San Francisco, found 
that 35 of them repriced their options in 
| 1996, the last year for which data are 

available. Since then, there have been an- 
other dozen or so cases. 

Ordinary investors are not amused. 
They protest that nobody gives them a 
| second chance when share prices tum- 
|! ble. And from an investor's perspective, 
| repricing can appear perverse. As Ora- 
| 








cle’s shares have recovered rapidly from 
December's plunge, employees with re- 
priced options have benefited. They 
were, in effect, rewarded for volatility, 
| something that most investors avoid. 

High-tech companies retort that they 
have no choice but to reprice if they want 
to keep employees. And in Silicon Valley 
companies will do almost anything to 
hold on to managers and employees. In 
most firms the “overhang” of stock that 
exists as unexercised options, far exceeds 
the 10% threshold above which institu- 
tional investors worry about dilution. 

Is it possible both to keep employees 
aboard and appease shareholders? Matt 
Ward, an expert on pay and chief execu- 
| tive of WestWard, has suggested a set of 

rules that could make repricing more 
palatable for ordinary investors. The 











most important, hesays,istoexcludetop | 
managers from repricing, because they 
can influence the share price directly 
and should not be cushioned if it drops. 

So far, however, high-tech companies 
do not seem to be listening. Of the dozen 
firms that repriced stock options in the 
last fiscal year, only three excluded execu- 
tive officers, among them Oracle and 
Netscape. The browser firm followed an- 
other of Mr Ward's suggestions by im- 
posing a six-month closed period after 
the repricing in which employees could 
not exercise their options. 

But even if Silicon Valley firms did | 
learn a better way to reprice, that still 
would not address investors real 
objection. Stock options are supposed to 
be an incentive for employees to raise 
their company's share price. If options 
are always repriced when the shares fall 
in value, then they become an entitle- 
ment. And in a place where workers like 
to see themselves as risk-takers, that is a 
word nobody wants to hear. | 
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A dynasty falters 


A former rickshaw operator built China Motor Bus into a Hong Kong institution. Then 
he made his daughter, Irene Ngan, managing director 


ICTURE Hong Kong, and after the sky- 

scrapers and the harbour, the lasting im- 
age is the cream-topped China Motor Bus 
double-decker. Swept up by the city’s hectic 
rush into the future, tourists find a certain 
charm in the fleet's 1950s lettering and the 
reminder to keep the windows open during 
a typhoon. Over the years the Hong Kong 
transport authority has tried to goad China 
Motor Bus (CMB) to improve services by 
handing some routes to eager competitors. 
But last month, in exasperation, it cancelled 
CMB’s entire franchise—which includes 
most of the territory's best-travelled routes. 
Few will miss the old bone-rattlers, though 
there is some sympathy for the staff. CMB 
drivers who had been on the same routes for 
decades knew their passengers well enough 
to wait a moment if they were late. 

Such sentimentality would be wasted on 
Irene Ngan, the firm’s managing director. She and her brother, 
Horace, who is assistant manager, took over the running of CMB 
a few years ago after the semi-retirement of their father, Ngan 
Shing-kwan, who had run his uncle’s rickshaw service in Kow- 
loon in the 1920s and had won the first exclusive licence to oper- 
ate a bus service in Hong Kong in 1933. Ngan Shing-kwan 
thrived by sticking to two principles: devotion to the buses and 
counting the pennies. 

CMB has faltered because his children learned just one of 
those rules, and that al! too well. Ms Ngan, a short, solidly built 
dynamo in her 60s who is alternately flirtatious and imperious, 
runs the show. An English-trained lawyer with her own law firm, 
Ms Ngan has taken the austerity of her father to an extreme. CMB 
has more than 800 buses, 2,400 employees and a turnover of 
more than HK$800m ($103m). But the average garage would put 
its headquarters to shame. Abandoned and rusting buses are 
scattered in a yard. Behind them in a corner of a crumbling 
multi-storey parking garage, filthy steps and a creaking antique 
lift lead to the company offices, where cardboard covers the 
holes in an ancient linoleum floor. 

CMP's cost control has caused numerous strikes over the 
years. Typically, ten days after the government announcement 
that CMB would lose all its routes, and thus be forced out of the 
bus business, the company had still not 
talked to its staff, nor given them any sug- 
gestion of what might happen to their 
jobs. Insiders complain that the firm has 
suffered from a near-total lack of people 
management. Of the seven company offi- 
cials, none except the Ngans has a secre- 
tary. They answer their own telephones, 
or they ring endlessly. Only three manag- 
ers can write cheques or sign letters. CMB 
is a listed company, but its annual gen- 
eral meetings are usually held in a depot; 
once in a hospital cafeteria. 

Cost control was arguably self-defeat- 
ing because it made the buses below stan- 
dard. When air-conditioned competitors 
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entered the market in the early 1980s, awak- 
ening Hong Kong passengers to the possibil- 
ity that summer bus rides did not have to be 
uncomfortable and smelly, the government 
said that fares could be one-third higher on 
all air-conditioned routes. Most of CMB’s 
competitors borrowed a bit of money to 
modify their buses and found the move 
paid for itself in just a few years. Not CMB. 
Even today, only 22% of its buses have air- 
conditioning, compared with more than 
80% of its competitors’. 

Ms Ngan defends herself vigorously. She 
says the unions were told of the govern- 
ment's decision to offer CMB’s routes for 
tender. Her headquarters may be a shambles 
by corporate standards, but not, she says, if 
you think of it as the “factory” it is. She as- 
serts that some passengers would rather pay 
less and not have air-conditioning ("People 
want to have a choice," as she nobly puts it), an argument that 
would be stronger if CMB's prices were much lower than its ri- 
vals’, which they are not. CMB’s prudence, she says, is rooted in 
the culture that made the city great. “Hong Kong was built on 
hard work and moderation, not excess," she says. 


Steering wheel and deal 


In fact, there is another better argument in Ms Ngan's favour: 
today, bus operations account for just 3% of profits (see chart). Ms 
Ngan has extended CMP's interests in property, redeveloping 
old bus depots into gleaming new malls, offices and apartments. 
A few years ago CMP's annual reports were full of pictures of 
buses. Today, they display two-page spreads of luxury flats and 
the mall cms built with Swire, a large Hong Kong conglomerate. 
Ms Ngan has done well by her shareholders, paying large divi- 
dends and showing increasing profits even as CMB’s routes were 
being whittled away by exasperated regulators. 

Yet in turning her back on the buses, Ms Ngan may have 
made a mistake. If there was ever a place where public transport 
is a profitable business, it is Hong Kong. The people crowd in; 
they will pay for a more comfortable journey; there is scope to 
develop long-distance routes to the mainland. There is no better 
evidence of the buses' promise than the eagerness Hong Kong's 
property conglomerates, such as New 
World, lured by steady cash flows, have 
shown by bidding for cmB’s old routes. 

And that might not be Ms Ngan's 
only mistake. After the news that CMB 
would lose its last routes, its share price 
jumped 109;—on the assumption that its 
remaining properties could now be de- 
veloped. However, during CMB's previ- 
ous franchise the government passed a 
law letting it commandeer the compa- 
ny's depots for its successors' buses. CMB 
would get some rent, but not much. After 
seeming not to care much about the bus 
business, Ms Ngan now sounds sorry to 
be out of it. 
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ep pause, Applause 


Anyone can win over a tough audience, says hailed 
speechwriter. Just ask Lee Iacocca. 


THE AMERICAN SPEAKER 
Your Guide to Successful Speaking 
Aram Bakshian, ]r., Editor (500 pages; 
Georgetown Publishing House) 


American 
Speaker 


By Len Taylor 





Bakshian, Jr., in this remarkable new resource for public 

speakers, is the ability to communicate clearly and effec- 
tively. Never has this been more true than in today’s intensely 
competitive business climate. 

Bakshian should know. Speechwriter to “The Great Com- 
municator" himself, Ronald Reagan, as well as to two other for- 
mer presidents and the heads of several major corporations, 
Bakshian has witnessed the rise and fall of international leaders 
based on their ease — or lack of ease — on the podium. Anyone 
can master the art of speaking in public, Bakshian says, “In the 
last analysis, the spoken word is still king.” 

Fear and loathing of the rubber chick- 
en circuit have long plagued public fig- 
ures. “No one knows how I hate 
making speeches,” President Calvin 
Coolidge once complained to a friend. 

Bakshian tackles head-on the chal- 
lenges of public speaking in AMERICAN 
Speaker. “As with alcoholism,” he writes, 
“there is no known cure for stage fright. 
You're either a ‘chronic’ sufferer or a 
‘recovering’ sufferer.” In either case, it's 
easy to minimize that suffering — or even 
turn it into an advantage. As Carroll 
O'Connor, the legendary "Archie Bunker," 
put it, ^A professional actor has a kind of 
tension. The amateur is thrown by it, but 
the professional needs it." 


T* difference between success and failure, writes Aram 


ple is Lee lacocca, who saved the Chrysler than most politicians do. And not just on television. 
Corporation by using his enormous talent They speak all the time in the workplace and to col- Bi Band what reali 
as a speaker to win the support of the leagues, customers and the media. ; 


Congress, the White House and the 

American people for the biggest corporate bailout in history. 
lacocca himself attributes his business success to speaking. In his 
autobiography, he writes: “I’ve seen a lot of guys who are smarter 
than I am and a lot who know more about cars. And yet I've lost 
them in the smoke. Why? Because I'm tough? No ... You've got to 
know how to talk to them, plain and simple." 


Business is the single biggest rhetorical arena. From simple 
retail sales spiels to sensitive boardroom presentations, speech 
keeps the wheels of commerce turning. In making a first impres- 
sion, Bakshian writes, "Your appearance can raise expectations, 
but what you say and how you say it will determine how people 
evaluate you.’ "A good speaker is always in demand. At events 
from business conventions to weddings, “a good speaker not only 
adds to the occasion, he also benefits from ‘free advertising’ that 
adds to his stature in the community and attracts future business.” 





The chairmen of Fortune 500 companies like Coca-Cola, 
Perhaps the best contemporary exam- IBM and General Motors make more speeches in a year all time”- 


Unusual for a book or periodical of any kind, AMERICAN 
SPEAKER is more of a personal mentor — a do-it-yourself guide 
designed to save hours or days of preparation time, or, converse- 
ly, an enormous bill from a professional speechwriter or "coach." 


It's a clever, accessible concept: a three-ring binder crammed 
with hundreds of pages of material on every imaginable aspect of 
public address: body language, delivering an inspiring eulogy, 
antidotes to nervousness, using humor, developing a powerful 
speaking voice, or engaging the audience in a positive question- 
and-answer session. Bakshian offers sensible, uplifting advice for 
every occasion, from the Thanksgiving toast to a defense of your 
industry before a hostile audience. 

Clearly arranged, AMERICAN SPEAKER is easy to navigate, 
highly entertaining and loaded with good ideas. In the calendars 
section, for instance, Bakshian compiles thousands of speech 
pegs for every day of the year in three calendars: celebrity birth- 
days, today in history and the months at a glance. “Every audi- 
ence gathered to share a common interest or celebrate a specific 
occasion has a built-in common bond,” Bakshian writes. “A good 
speaker doesn’t just know this; a good 
speaker takes advantage of it.” He 
demonstrates how a shared reference can 
warm up the audience, draw a favorable 
analogy or build a bridge from past to 
present, 


What about actual speeches? 
AMERICAN SPEAKER gives you a section on 
birthday salutes including Ronald 
Reagan’s speech on the centennial of 
Franklin D. Roosevelt's birth. To illus- 
trate the business address, Bakshian 
quotes nine speeches that used humor 
and anecdotes to deliver serious mes- 
sages to several very different audiences. 
In the business section, Bakshian high- 
lights “the ultimate dedication speech of 
Abraham Lincoln's Gettysburg 
Address. And so on. 
makes 
AMERICAN SPEAKER stand out from the 
crowd of business publications. In addi- 
tion to the basic 500-page volume, readers also receive timely 
updates, transcripts of recent, powerful speeches and a free con- 
sulting service with Bakshian, to resolve those last-minute speak- 
ing challenges. Best of all, the entire package is guaranteed. 
Review AMERICAN SPEAKER for 30 days. If it doesn’t meet your 
expectations, return it to Georgetown Publishing House for a 
complete refund. 


Few professionals can afford to ignore a promise like that. 
AMERICAN SPEAKER ($297, including bimonthly updates) is not 
available in any bookstore. Copies are available only from 
Georgetown Publishing House. 

To order, write to: Georgetown Publishing House, 
1101 30th St., NW, Dept. 4WC8, Washington, DC 20007 USA. 
Or call them at 800-915-0022 — or, fax 202-337-1512. IM 
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1997 RESULTS st” eo 


1997 (£m) Actual Currency Constant Currency 





Sales* E S 4.220 
Trading Profi” : 608 
Profit before Tax - incl. disposal gains 987 
Protit before Tax - continuing oper rations! 575 +13% +20% 
Earnings per share - FRS3 © 0” | 687p : 
Underlying earnings per share! urge 372p. ^. 4996 +16% 
Dividend per share 3m dE 3 dee |. 180p. - +. 6% 
“Including CESE tor óne month on 1997 tes, iii wear 1996). a i | 





. iroup trading margin. up 1 to a i tecord 14.5% ^o 


e: Boriowisgg.d down Ara to ) £649 million . 





(* lonovatioit helps d drive Sue dou) probes Dowie - 
progress In “greenfield” ‘investments in Poland, Russia and China * 


Our Managing for Value initiative has aisd commitment to growt th in 


shareholder s alue. At this early stage of the year we are confident of further growth and success in 1998, 




















Europe's economies are on sake up: Ger- 

any and France are starting to grow 
rongly, and Spain and Ireland are posi- 
vely E M the dn 








Bron for monetary policy 
“to the European Central 
Bank (ecs) in less than ten 
; months time. 

But although Europe's 
economies are growing, they 
_are still not growing in uni- 
son. That poses a difficult chal- 
lenge for the Ec&. The central 
^ bank's main task will be to 
create a single monetary ^S 
“policy for all 11 states in 
. euro-land. But on present ev- 
_idence, it will be hard pressed to find a 
single policy that is right for Finland as 
well as France, that will stop an infla- 
tionary boom in Spain without push- 
ing Germany back into recession. 
ceo The economic upturn has put to rest 
the uncertainty about whether the single 
currency will go forward. Barring a surprise 

ruling by Germany's constitutional court 
(which is hearing a case objecting to the 





start of monetary union), Germany, France, 


Italy, Spain, the Netherlands, Belgium, Aus- 
„tria, Finland, Portugal, Ireland and Luxem- 
“bourg will agree on locking their exchange 
rates on May ist. They will aim to co-oper- 
sate on monetary policy until next January 
ast, when the Ecs takes over and applies a 
Single monetary policy to them all. 
< -The ecs will set interest rates according 
‘to economic conditions across the euro- 
“zone. In general, these conditions are fa- 
vourable, aside from stubbornly high un- 


employment. The economy of the 11 euro 


countries grew by 2.5% in 1997 and is likely 





3 have converged eno to merge their currencies 
Pty policy may not fit all 


to do better this year. Inflation was only 
1.4% in the year to January and shows few 
signs of picking up soon. With such a be- 
nign outlook, the EcB will probably set 
short-term interest rates at about 4%, not far 
from the current European average. 


vii 













What is good for euro-land as a whole, 
however, may not be right for its constitu- 
ent parts, Although the euro-11 had broadly 
similar inflation rates, long-term interest 


rates and budget deficits last year, they ~ 


achieved those figures by pursuing mark- 
edly different monetary and fiscal policies. 
GDP growth, short-term interest rates and 
unemployment vary significantly from 
country to country (see chart on next page). 
Broadly speaking, there are at least two dif- 
ferent European economies with conflict- 
ing needs: a core which includes Germany, 
Austria, France, Luxernbourg and Belgium, 
and a periphery which includes Spain, Por- 
tugal, Italy and Ireland. 

The core is finally recovering from sev- 












: tion. For Spain and Italy, those rate cuts 


| ening—Spain cut its budget deficit by 18967 
. of GDP and Italy by 4%—this year bot 
countries plan to loosen their budgetar 
.. belts. Moreover, inflation in Spain and 









eral years of sluggi: 
grew by 2.2% las 
achieved 2.4%. T n 
countries have plenty o: pfs: 
barely rising. Yet last year the: 
maintained tight monetary and fis 
cies. Short-term interest rates rose 
a quarter of a point, while budgets ere 
squeezed by around 1% of GDP. As it feeds 
through to the economy this year, that tight- 
ening will restrict growth. Now, if anything, 
the core needs lower interest rates to make 
sure its recovery does not falter. i 

. The periphery, in contrast, is growing: $ 
fast it is in danger of overheating. Spain 
e increased by 3.4% last year and 1 
lan d's by 7.5%. Italy's growth is accelerating 
rapidly: although its GDP 
rose only 1.5% in 1997, year 
on year, it was up 2.896 in the 
year to the fourth quarter. 
Growth in these countries 
seems likely to accelerate th 
year. The periphery needs higher 
interest rates soon to avoid an in- 
flationary boom. 1 
With a common monetary 
policy, both the core and the 
periphery are about to get the 
. opposite of what they need. 
à, If the ECB sets the euro 
" short-term interest rate at- 
4%, that will mean higher rates - 
for short-term borrowers in Ger- 
many and France, where three-month 
borrowing now costs about 3.5%. As neither - 
country plans to loosen its fiscal stance—if 
anything, Germany plans to crunch its bud- .. 
get deficit even more this year—a single - 
monetary policy is thus likely to give their- 
economies an untimely knock. ] 
For the periphery, a euro rate of 4% im- - 
pies sharply lower interest rates. These 
countries have traditionally had. much 
higher interest rates than Germany. While. 
their rates have dropped substantially over. 
the past year and are now much closer to 

Germany, the differences are still large. - 
Three-month rates are currently about 4.5% 
in in Spain, 5.5% in Italy and 6% in Ireland. = 
- Lowering them is bound to stoke infla- 









































































would come on top of a marked loosening — 
of monetary policy in the past year-and-a- ; 
half, the full impact of which has still not - 
been felt. And whereas last year the mone- 
tary easing was offset by a huge fiscal tight 


aly still tends to be. about a à perc 
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Single market? 
Range among countries entering EMU, 1997 


GDP growth 













% of labour force 


Spain 






% increase 
Portugal 


EMU 11 
average 


“a 


i k^ 


Finland 
Sources: National statistics Eurostat; OECD; HSBC James Capel 


point higher than in Germany and France 
at equivalent points in the business cycle, 
according to Robert Prior-Wandesforde, an 
economist at HSBC James Capel, a British 
investment bank. If that is correct, the two 
countries will require higher interest rates 
than France and Germany to achieve simi- 
lar inflation rates. 

And what of the two other countries in 
the euro-zone? The single monetary policy 






Short-term interest rates 





EMU 11 
average 
=12.5% 





will probably not fit there, ei- 
ther. Output in the Nether- 
lands grew by 3.3% last year, 
and Finland grew by 4.6%. 
Neither is experiencing run- 
away growth but, without 
higher interest rates, both will 
soon face inflationary pres- 
sures. Setting interest rates at 
about 4%, the Ecs’s likely tar- 
get, will probably not be 
enough to keep these in check. 

This leads to an unpleas- 
ant scenario all around. Be- 
cause Europe’s governments 
have signed away national 
control of interest rates, fiscal 
policy is the only tool to hand 
if the single monetary policy 
leaves their economies grow- 
ing more slowly than they 
might, or faster than they can 
sustain without pressure on 
wages and property prices. But many coun- 
tries have only limited options. Germany 
and France, which already have budget def- 
icits of roughly 3% of Gpp, are not well 
placed to cut taxes or boost government 
spending should the Ecs’s policies hold 
their economies back. At the other extreme, 
Ireland, which ran a large budget surplus 
last year, might be forced to run an even 
bigger one if the single monetary policy is 
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not tight enough to suit its needs. 

In the longer run, such problems will re- 
cede. The euro's effect—indeed, one of its 
purposes—will be to bring the performance 
of Europe's economies more closely into 
line. But the process of bringing that con- 
vergence about may prove unpleasant. The 
politicians who wax enthusiastic about Eu- 
rope's fledgling central bank today are 
likely to be far less enamoured when that 
reality hits home. 





Brazil's investment banks 
Short on profits 


SAO PAULO 


ARE are the countries nowadays that 
can boast strong locally owned invest- 
ment banks. Brazil is one, owing partly to 
its size but more to quirks of its history. In 
the 1960s a military government keen on 
industrialisation fostered investment 
banks as a source of capital for local busi- 
ness. These banks went on to profit from 
inflation and a protected economy: fleet- 
footed and well-connected, they became ex- 
pert at playing local money markets. 
Now they face a challenge. As Brazil 
moves closer to becoming a normal, low- 
inflation economy, investment banking 





. Mid-air collision 


HIS week the European Union's trade 
officials proposed a *New Transatlan- 
tic Marketplace", eliminating all tariffs 
and freeing trade in services between Eu- 
rope and America. A noble idea—but, as 
the latest transatlantic trade dispute 
shows, a difficult one to put into practice. 
The row concerns an American cre- 
ation called the Foreign Sales Corpora- 
tion, or FSC (pronounced fisc). Firms that 
export from America qualify for income- 
tax relief if they book their exports 
through a rsc. Thousands of companies 
have therefore created one, including 
| Boeing, which thus saves a 
| packet on aircraft sales. Its Euro- 
pean competitor, Airbus, is not 
| best pleased. But as the World 
Trade Organisation prepares to 
look into the matter at the Euro- 
pean Union's behest, European 
. business giants aren't sure what 
they think. 

European officials contend 
that Fscs amount to an unfair 
export subsidy, since compa- 
nies that use them pay less in- 
come tax on goods sent abroad 
than on those sold at home. 





They also suspect that, because firms do 
not actually need to have foreign income 
to set up a FSC, many of them are used to 
park profits made at other subsidiaries. 
"Everyone knows it's a nudge, wink 
thing,” says one tax lawyer. 

American officials offer two main re- 
plies. First, the law on Fscs was carefully 
crafted to comply with global trade rules. 
Second, the law was introduced as a coun- 
terweight to trade-enhancing measures in 
Europe, such as the rebate of value-added 
tax on exported goods. And since Fsc leg- 
islation has been in place since 1984, they 
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Flying tax break 





| 
ask, why has the European Union taken | 
so long to get upset? | 
One reason may be the recent prolif- 
eration of rscs. In the late 1980s there 
were a few hundred. By 1993 there were 
3,000, mostly registered in Barbados and 
the American Virgin Islands, with export 
receipts of$150 billion and tax-exempt in- 
come of $4.1 billion. The number has 
since doubled, and the income may have 
tripled. Unsurprisingly, American indus- | 
try regards them as vital and is urging | 
trade negotiators to stand firm. A recent 
letter of support was signed by 25 trade 
groups. | 
Corporate Europe is not so unani- | 
mous in its opposition. The reason: as 
many as 20 big Europe-based 
multinational companies, in- 
cluding Siemens and ici, have 
started their own FSCS to cut tax 
bills on exports from America. 
Among them is Daimler-Benz, | 
which exports cars and trucks | 
from American plants. Daim- 
lers predicament is particularly 
awkward, as it has a stake in, er, 
Airbus. Which may explain why 
the normally combative aircraft 
maker has kept an unusually | 
low profile while urging the EU 
to press its case. 
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Beijing Datang Power raised US$466 g 
million through the first initial publie -© 
“offering to be dual lis don the Hong Kong 
and London stock exchanges. We acted as x a 

global coordinator for the largést Asian power equity offering in two 


. and a half years. 






~ China Eastern Airlines 














` China Eastern Airlines raised US$281 million 





through an initial public offering that was dual MH 


: listed on the Hong Kong nd New York stock : : 





- exchanges. We acted as global coordinator, | 
^ Successfully introducing the prospects of the Chinese aviation industry to 


“international investors, 


Guangzhou-Shenzhen Superhighway 


GS Superhighway successfully raised US$600 
million, the largest non-investment grade 


financing for a China-related borrower. We 





acted as global coordinator, facilitating 
substantial distribution to investors worldwide for the largest single asset toll 


road financing in the international markets. 
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Beijing Enterprises 


Beijing Enterprises raised US$279 million : 
through a Hong Kong Ested initial public offering 





which received overwhelming interest in the ~ 


international market. We acted as joint 












bookrunner for the transaction, providing investors with access to a premier 


red-chip conglomerate controlled by the Beijing Municipal Government. 


China Resources Beijing Land 


China Resources Beijing Land raised USS105 
million through an initial public offering that 
was listed on the Stock Exchange of Hong 
Kong. We acted as joint global coordinator 
and joint bookrunner, which allowed international investors access to the 


mass residential real estate market in Beijing. 


Zhenhai Refining 


Zhenhai Refining raised US$200 million 





through the first-ever convertible bond offering 





completed for an H-Share company. We acted as 





joint global coordinator and bookrunner, creating 







equity-linked financing opportunities for Chinese H-Share companies. 
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Shangri-Las Golden Sands Resort Shangri 


Traders Hotel 


) | A A 
Penang Malavsia Pena lalevsia Yangon Myanmar 





For reservations, call vour travel consultant or any Shangri 
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Shangri La Hotel Shangri-La Hotel Shangri-La Hore! 
Dalian, China Hangzhou. China Harbin, China* 





Kowloon Shangri- La Bali Dynasty Resort Shangn-La Mote 
Hong Kong Bali, Indonesia lakarta. Indonesia 
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ngn-La'’s Mactan Island Resort Edsa Shangri-La Makati Shangri-La 





Cebu, Philtopines Manila, Philippines Manila, Philippines 


Traders Hotel, Internet: www. Shangri-La.com 
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Traders Hotel Shangri-La Hote! Shangri-Las Tanjung Aru Resort 
Jakarta, Indonesia” Surabaya, Indonesia Kota Kinabalu, Malaysia 





Traders Hote! Shangri-La Motel Shangri-Las Rasa Sentosa Resort 
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Saudi Basic Industries Corporation 


SABIC Marketing Ltd. | SABIC Global Ld. 

Riyodh Headquarters London Headquarters 
Tel: (+9661) 401-2033/406-9900 | Tel: (+44 171) 31-4488 
Fax: (+9661) 401-2076/406-8291 Fax: («44 171)371-3039 








Will foreigners clean up? 


has become both a more conventional 
business and a far more competitive one. 
That competition began a decade ago when 
Brazil's commercial banks were allowed to 
move into investment banking. It has in- 
tensified more recently as investment 
banks from the United States and Europe 
have piled into Brazil. This battle may be 
about to produce a notable casualty, if there 
is truth in rumours that Banco Garantia, 
Brazil's classiest investment bank, is negoti- 
ating to sell itself to one of the leading firms 
on Wall Street, Goldman Sachs. 

Neither party will comment on these re- 
ports. But there is no doubt that Garantia 
needs to think hard about its future. The 
bank had a large and highly-geared expo- 
sure, on behalf of clients and on its own ac- 
count, to Brazilian shares and bonds. When 
the prices of these plunged in late October, 
affected by East Asia’s troubles, Garantia 
lost heavily. Its net profit in 1997 was a mea- 
sly 12m reals ($11.1m), down from 112m 
reals in 1996. Its partners stumped up a 
capital increase of $50m in November. 
Moody’s, a credit-rating agency, lowered its 
assessment, saying that the bank is vulner- 
able to further market turbulence. 

Even so, Garantia retains formidable 
strengths. It vies with Bozano, Simonsen, a 
Rio de Janeiro bank, for the title of Brazil’s 
largest stockbroker. It has a large local cor- 
porate-finance business and a presence in 
both New York and London. Like Goldman 
Sachs, with which it has a close business 
relationship, it is a partnership with an ag- 
gressive, risk-taking culture. In principle, 
all this would give any foreign buyer a com- 
manding position in Brazil. 

But Brazil is a market long on players 
and short on profits. Foreign banks which 
have been in the country for decades, such 
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as J.P. Morgan, have lately been joined by 
Merrill Lynch and Morgan Stanley Dean 
Witter, which are both setting up their own 
operations. Last year, Robert Fleming, a 
British investment bank, bought Banco 
Graphus, a Rio de Janeiro outfit, and Swiss- 
owned ssc Warburg bought Banco Omega. 

The resulting competition has driven 
down margins. Last month a team includ- 
ing Morgan Stanley and Salomon Brothers 
won the contract to arrange the sale of 
Telebras, Brazil's telecoms firm, by charg- 
ing a mere 0.07% of the sale price (com- 
pared with fees of up to 1.5% on some past 
privatisation contracts). Disappointing re- 
turns recently caused two European invest- 
ment banks, ING Barings and HSBC James 
Capel, to shut down their Latin American 
equity-dealing businesses. 

In future, foreign investment banks will 
need to move deeper into corporate fi- 
nance and asset management, reckons 
Nicholas Hurd, head of Fleming’s Brazil of- 
fice. Asset management, in particular, is a 
promising business. Brazilian investment 
funds already manage around $100 billion. 
They are being forced to be more profes- 
sional: under new rules, fund managers 
have to separate more clearly their own as- 
sets from those of their clients. 

In these areas, the foreigners will en- 
croach directly on local rivals. Unsurpris- 
ingly, many of the locals have spread their 
risks by developing new businesses. 
Bozano, Simonsen, which with sharehold- 
ers’ equity of $1 billion is Brazil's largest in- 
vestment bank, has moved into retail bank- 
ing. Having built up a consumer-finance 
business, last year it bought Meridional, a 
state-owned bank in southern Brazil. Even 
so, Paulo Ferraz, Bozano, Simonsen’s chief 
executive, insists his group retains advan- 
tages—lower costs as well as local contacts— 
over foreign rivals in investment banking. 
“The foreigners are looking at their budgets 
right now,” he says. Provided they find ways 
to shield themselves from the full blast of 
foreign competition, the best of Brazil's in- 
vestment banks may yet thrive. 





China's banks 


Sleight of hand 


BELUING 


NLY a few months ago Zhu Rongji, 

who is likely to be anointed prime 
minister in the coming days, castigated for- 
eigners who warned that China faced à 
banking crisis. Asia's financial turmoil 
forced the government to admit last No- 
vember that it had a problem, and it gave 
itself three years to sort the banking system 
out. The solution was announced sooner 
than expected. At the end of February the 
government said it would issue 270 billion 


yuan ($33 billion) of bonds to recapitalise 
the four biggest state banks, which account 
for nine-tenths of all bank lending. This is 
serious money, equivalent to more than all 
of the government's bond sales last year. 
But as so often in the penumbra of Chi- 
na's policy-making process, the headline 
figure is severed from any substantial body 
of detail. That has left banking experts to 
puzzle out where the government intends 
to get that money and how it plans to spend 
it. The answer, it appears, is that the govern- 
ment may be playing sleight of hand. 
Follow the money. At present, the state 
banks must keep reserves equivalent to 13% 
of deposits. A further 5-7% of deposits must 
be held as “excess” or “provisional” re- 
serves with the central bank, the People's 
Bank of China, to support its tight-money 
policy. These very weighty reserves are not 
counted as part of the banks' capital. Now, 
suppose the reserve requirement were re- 
duced by about six percentage points. That 
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BANK OF CHINA 





a bad loan in sight 


would be equivalent to unlocking 270 bil- 
lion yuan. The freed reserves might be 
transferred to the finance ministry, which 
in turn would hand the state banks equiva- 
lent sums of treasury bonds. Presto! The 
state banks’ capital, bolstered by the bonds, 
would come closer to meeting interna- 
tional standards. 

This is certainly a worthy goal. Even by 
the government's optimistic accounting, 
only Bank of China currently meets the 
standards set by the Bank for International 
Settlements, which thinks big banks should 
have capital equal to at least 8% of their as- 
sets. The huge China Construction Bank, 
the weakest of the big four, had a capital ra- 
tio of less than 4% at the end of 1996 and is 
certainly in an even poorer state today. But 
fresh capital is not necessarily the solution 
to the state banks’ woes. The trouble, says 
Ding Ningning, an economist at the Devel- 
opment Research Centre, a state think-tank, 
is that the government still uses the banks 
to funnel credit to hopelessly inefficient 
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state enterprises. “Its not a simple matter 
of recapitalising the banks. The banks 
themselves must change their behaviour,” 
he says. 

On paper, this is happening. The gov- 
ernment recently scrapped that essential 
tool of the command economy, the credit 
quota, and state banks have been “or- 
dered” to lend only on commercial merit. 
The central bank has announced a shake- 
up designed to bring its provincial 
branches to heel, in the hope that it will be 
able to supervise the state banks more 
closely. These changes, given time, might 
even have some effect. Old habits die hard, 
however. The state banks have almost no 
experience in assessing credit, and local 
Communist Party officials consider it part 
of their job to direct state-banking money 
to favoured projects. 

Sorting out China’s banking mess is a 
race against time, and the government is 
moving too slowly. Earlier this year the cen- 
tral-bank governor, Dai Xianglong, admit- 
ted that 5-6% ofall loans are unrecoverable. 
That is almost certainly an underestimate, 
though the true figure is impossible to 
come by. Some guesses put bad loans as 


high as 70%. Nicholas Lardy of the Brook- 
ings Institution has studied Chinese fi- 
nance as closely as anyone; he says the cost 
of writing off bad debts and recapitalising 
the banks could be 25% of GDP. 

That would be affordable, in fact, be- 
cause the government has room to sell 
bonds to recapitalise the banks. At the mo- 
ment, the stock of domestic debt is a paltry 
7% or so of GDP. But if the government 
recapitalises the state banks without the 
necessary corollaries—forcing insolvent 
state enterprises into bankruptcy and writ- 
ing off their bad debts—then it will be 
throwing good money after bad. 





Vertical restraints 


Selective selling 


ANY companies fight to get their 
brands on to supermarket shelves. 

But not Sony. It is fuming that Tesco, a Brit- 
ish supermarket chain, is selling its electri- 
cal products at a discount without its per- 
mission. As a rule, Sony products are sold 





Plastic bank 


FRANKFURT 


AN you build a bank out ofa plastic- 
card business? American Express 
thinks so. The company, best known for 
's charge cards, wants to raise the for- 
ign contribution to its global turnover 
from under a fifth at the moment to 
around a half by early in the next decade. 
To do this, it is quietly trying to build up 
a little-known side of its business: retail 
banking. 

Amex has long had a banking opera- 
tion, which caters for the very well-to-do. 
The typical American Express Card cus- 
| tomer never even gets a whiff of its exis- 
tence. But Amex has lately begun to tell 
its cardholders in several countries, in- 
cluding Greece, Pakistan and India, that 
they can do their everyday banking with 
American Express Bank too. Germany 
was the first test market for an expansion 
| strategy that might be used elsewhere. “If 
we can do it here, we can do it any- 
where,” says a senior executive. 

The thinking behind the move is that 
| high-spending card-holders are ideal tar- 
gets for telephone banking. American Ex- 





press Bank has no branches in Germany, 
just computers and telephone operators 
in Frankfurt. Its 70,000 customers, 
| mainly middle-aged and affluent, can 
run their accounts by telephone or from 
| a personal computer. Frills include 
hand-delivered cash and foreign cur- 
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rency, and tailored loans. It seems to be 
working. The number of accounts rose by 
23% in 1997. 

But American Express still remains a 
financial pin-prick in the German mar- 
ket. Citibank, the biggest foreign bank in 
the country, issues almost as many cards, 





and has more than a million bank ac- 
counts. Worse, there are signs that the 
rapid growth is overstretching Amex’s 
ability. Its call-centres are overloaded, 
and telephone manners tend to be 
brusque German rather than honeyed 
American. Instead of enjoying toll-free 
access, customers must dial a Frankfurt 
number—and often spend expensive 
minutes on hold before speaking to a hu- 
man. All this looks a touch ominous for 





American Express’s mighty ambitions. 
Germans already have plenty of second- 
rate banks to choose from. 
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Finally got the hang of it 


only through authorised dealers that pro- 
vide the advice and demonstrations that 
Sony says customers want. Tesco—which 
buys its Sony goods from sources other 
than the company itself—says those ar- 
rangements are just an excuse to fleece con- 
sumers. Does Sony have a case? 

The quarrel between Sony and Tesco 
highlights a difficult problem for compe- 
tition regulators around the world. Collu- 
sion between producers to restrict compe- 
tition is usually frowned on, but vertical 
restraints—restrictive agreements between 
manufacturers and retailers—are not neces- 
sarily bad for consumers. 

Consider a manufacturer that wants re- 
tailers to promote and demonstrate its 
products to buyers. In a competitive mar- 
ket, retailers are unlikely to spend much on 
consumer information, because many of 
the extra sales it generates will go to rival 
shops and a large share of the extra profits 
will go to the manufacturer. Indeed, retail- 
ers that spend heavily to teach consumers 
about products may actually lose sales, be- 
cause consumers who have tested the prod- 
uct may make the actual purchase in a 
cheaper no-frills store. But if no retailer in- 
vests in educating consumers, everyone 
could end up worse off: manufacturers and 
retailers will earn lower profits, and con- 
sumers will make uninformed decisions. 

One solution is for manufacturers to 
distribute their goods only to authorised 
dealers that agree to provide pre-sale ser- 
vice, as Sony does. This could benefit every- 
one. Manufacturers and retailers can cut 
costs by co-ordinating their sales efforts 
more closely. Customers can make more in- 
formed choices. And as long as there is 
plenty of competition between different 
brands, this sort of selective distribution 
need not result in higher prices. 

But it may. If only a few firms compete 
in a given product market, if the market is 
difficult to enter and if all leading firms 
adopt selective distribution, then compe- 
tition between brands will not keep prices 
down and consumers will suffer. In effect, 
consumers will be forced to pay for assis- 
tance they may not want. Sony's argument 
that teenagers need to be shown how to use 
its PlayStation computer-games console is 
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ridiculous. Even when buyers really dot re- EO 


| Fishing downmarket 


quire assistance, selective-distribution 
deals do not guarantee they will get it. Be- 
cause manufacturers cannot easily moni- 
how much service retailers provide, 
res havean incenti ve to cheat by skimp- 
on service al ee riding" on other 

















‘au thorities re- 
d abuse, some se- 


iom pestes ab 
do benefit con- 


lective-distributic 
sumers, and others cause no harm. Car 
buyers, for instance, neec plenty of advice 
and the opportunity of a test drive. Ban- 
ning selective-distribution deals outright 
thus. makes no ee But. s do 





as The fans ios are voting »uh ici wab 
lets at Tesco, certainly think it may. | 





Malaysian banks 
lippery slope 


"ALAYSIA'S government is keen to 
L portray the country's financial sys- 
| as a source of strength in a sickly re- 
n. This week that optimism became 
rder to sustain, as it emerged that two of 
' country's biggest banks are facing seri- 
us problems in the aftermath of East Asia's 
financial crisis. 
^ On March 3rd the central bank, Bank 
Negara, revealed that Sime Bank, the coun- 
try's sixth largest, had lost 1.6 billion Malay- 
sian ringgit ($420m) in the second half of 
last year, and would need $320m in new 
capital. It also disclosed that Bank Bumi- 
putra, the second-largest, could need 
$200m in new capital, and that two small 
finance companies are in difficulties. Sime 
said ina statement that it is still solvent. 
"^ Allofthis is a blow to Bank Negara’s ef- 
forts to persuade investors that Malaysia's 
banks are sound. According to official fig- 
ures, bad debts amount to no more than 5% 
of the banking system's total loans, as op- 
posed to 25-30% in Thailand and an even 
higher proportion in Indonesia. Nor was 
the sharp depreciation of the ringgit (about 
:33% against the dollar in the last seven 
months) thought to have posed a problem, 
because few of the banks have big foreign- 
‘currency exposures. Such arguments con- 
'vinced experts such as Eisuke Sakakibara, 
Japan's deputy finance minister. During a 
visit to Kuala Lumpur on March 3rd, he 
‘pronounced himself “very much im- 
pressed with the soundness of the Malay- 
sian financial sector". (That was just the 
¿start of a bad day for Mr Sakakibara; later 
«he. was embroiled in corruption allega- 
tions, which he denies, back home.) 
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Malaysia s banks have yet to see the full 


| OME banks just can't stop spending. 
: In the past three years First Union, 
| based in North Carolina, has snapped 
|! up rivals all along the East Coast to be- 
| come America's sixth-largest bank by as- 
| Sets. It even splashed out on a securities 
| house. Size has not dulled its appe- 
| tite. Five days after its sharehold- _ 
| ersapproved its biggest takeover 
| to date, that of CoreStates, a 
|! Philadelphia bank, First Union 
dived into uncharted wa- 
ters: on March 4th, it 
agreed to pay a startling - 
$2.1 billion for an unusual outfit 
called The Money Store. 
| The Money Store belongs to an in- 
| dustry that is uniquely American. As a $0- 
called “sub-prime” lender, it caters for 
people others shun as bad risks. Thanks 
to heavy advertising on late-night televi- 
! sion, promising to say yes when others 
say no, it has become a familiar brand- 
name to Americans of modest means. 
Why would First Union want to land 
| such a downmarket catch? For several 
| reasons, actually. One is that The Money 
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E The Money Store, which is one ¢ of : 










Money Store set up in Britain, where the. 


ernment guarantees. And First Union. | 


sufferings of sub-prime lenders may a 
make First Union wish it had stuck to | 





Store has turned into a money machine. 
Six years ago its profits were languishing 
at around $15m. By last year they had |. 
risen to $124.5m (see chart), a return on. - 
equity of 25%. First Union thinks The |. 
Money Store can keep growing by 2095 a. | = 

year for the foreseeable future. ^^ = |. 


the biggest providers of small-busi 
“ness loans in America and the. | 
^fhird-biggest lender to stu- | 
dents, has also made its | 
mark in businesses where | 
: First Union wants to ex- | 
pand. The bank says its desire. | 
to do more business with low-in- | 
come borrowers has been thwarted by | 
banking regulations that discourage | 
high-risk lending. Buying a sub-prime. 
lender was an obvious way around these. | 
Until recently, the big sub-prime. | 
lenders had barely ventured outside. ` 
America. Last September, however, The. | 





consumer-credit market is large but 
dominated by small, unsophisticat ed. 
lenders. It hopes to corner the market 
there for loans to homeowners who | 
might not qualify for bank credit. D 

Should First Union's shareholders | 
worry? The bank claims not:it pointsout  . 
that The Money Store's loan portfolio is 
less risky than it may appear, as most of | 
the business and student loans carry gov- 





plans to keep only 3% of the firm'sloans | 
on its balance sheet; the rest will be re- 
packaged as securities and sold in the | 
capital market. If America’s economy |. 
stays strong, First Union will have made | 
a shrewd deal If it does not, the |. 


banki ng. 





brunt of bad loans. Its economy has more 
debt than any other in South-East Asia as a 
proportion of GDP: 170%. Its property bub- 
ble may be about to burst, and many loans 
are secured against shares which have 
fallen, on average, 40% over the past year. 
Loans to borrowers in Thailand and Indo- 
nesia might also turn bad, as has happened 
to $400m of Sime Bank's portfolio. 

It is unfair to accuse the Malaysian au- 
thorities of complacency. Despite their 


boosterish public stance, they have been 


encouraging banks and finance companies 
to consolidate. The government has also 
signalled that, to bring fresh capital to ail- 


ing companies and. banks, it is willing to 
relaxa key tenet ofi 
 tionin favour of the majority Malay popu- 
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Fits p policy: its discrimina- 


compensation it would pay to depositors 


ready admitted to providing liquidity to 


















tion (and hence against native Chinese < 
and foreigners} — 
For now, Bank Negara is in a position to 
keep banks open and protect depositors. ^ =- 
But that is what the Bank of Thailand = 
thought when it offered "liquidity sup- 
port" to sickly finance companies early last 
year. On March 3rd it revealed the full bill: 
almost $17 billion, a sum that will weighon = 
Thai taxpayers for years. The same day, In- 
donesia's central bank announced the 


in16 closed financial institutions. It has al- 
another 59 troubled banks. Malaysia will 


be redoubling its efforts to explain Ws itis 
different. 
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Would allowing companies to choose which authority oversees their issues 
of stocks and bonds make financial markets work better? 


RTHUR LEVITT is the most controver- 
sial chairman of America’s Securi- 
ties and Exchange Commission (SEC) in 
many a decade. From his shake-up of the 
Nasdaq stockmarket to his calls for Wall 
Street securities firms to improve the ra- 
cial mix of their staff, Mr Levitt has fre- 
quently provoked praise and protest in 
equal measure. His admirers find noth- 
ing to complain about. But for those who 
dislike what the sec has done, complaint 
is the only option. They have no alterna- 
tive: the SEC, like its counterparts in many 
other countries, is a monopolist supplier 
of securities regulation. 

In other markets, monopolies are re- 
garded as evils that should be driven out 
by competition. Might the same be true of 
the market for securities regulation? This 
question is raised in a forthcoming arti- 
cle* by Roberta Romano, a specialist in 
corporate law at Yale Law School in 
Connecticut. She argues that there would 
be significant gains if firms were allowed 
to opt out of sec oversight in favour of an- 
other regulatory jurisdiction—one of 
America's states, say, or perhaps even a 
foreign country. 

The source of these gains would be 
competition between different jurisdic- 
tions to sell their own brand of regula- 
tion. The idea has big implications not 
only for America but, more broadly, for 
how best to regulate the evolving global 
securities market. 

The sec was formed in 1934, in the af- 
termath of the stockmarket crash of 1929 
and subsequent fraud scandals. It regu- 
lates every security traded publicly in 
America. The states, which had previously 
regulated securities trading, retain the 
right to do so. But they cannot weaken 
rules set by the sEC, and for the most part 
have not sought to set more testing ones. 
Recently, however, following an attempt 
by Congress to discourage unhappy 
shareholders from bringing law suits in 
federal courts, there has been a sharp rise 
in such cases at the state level. This has led 
Congress to consider ending state regula- 
tion of securities entirely. 

That is the opposite of Ms Romano's 
plan. She wants to put America's securi- 
ties law, which governs trading in equi- 
ties and bonds, on a footing similar to 
that of corporate law, which regulates re- 


* "Empowering investors: a market approach to securi- 
ties regulation". Yale Law Journal. June 1998. 
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lations between managers and share- 
holders. American firms can incorporate 
in any state, and that state's company law 
governs the firm throughout America. If a 
firm prefers another state's rules, it can 
ask its shareholders to approve a switch. 
Ms Romano's proposed securities regime 
would differ from this only in that firms 
could also choose to stay regulated by the 
SEC. This has some similarities to the Eu- 
ropean Union's system of mutual recog- 
nition of member countries’ securities 





Pick your regulator 


regulations—although the European ap- 
proach does not encourage firms to 
switch from one country to another. 

Why might her proposal work better 
than monopolistic regulation? Currently, 
the chairman of the sec is appointed by 
the president, and its budget is voted by 
Congress. Politics looms large in its delib- 
erations. If firms were allowed to switch 
regulators, rivals would compete for the 
fees each firm would pay, trying harder to 
provide the kind of regulation that firms 
want. Fees can be a powerful incentive; in 
Delaware, the state in which more Ameri- 
can firms are incorporated than any 
other, incorporation fees provide one- 
fifth of the state's tax revenues. 


à 
j The market for regulation 


Even supposing that the sEC is as keen 
to serve securities issuers as any state 
would be, competition should mean bet- 
ter regulation. Several regulators trying 
different approaches should reveal more 
about what leads to the most smoothly 
functioning securities markets. 


Spiralling up or down? 

At first sight, one drawback seems obvi- 
ous. Surely firms would choose whichever 
regulator imposed the lightest burden, 
leading regulators to compete by trying to 
out-lighten each other. Not necessarily, 
says Ms Romano. Companies want to 
raise capital cheaply, and capital is 
cheaper when investors believe that regu- 
lation is sound. Moreover, firms would 
not be able to switch easily to a less exact- 
ing regulator as shareholders would have 
to approve the move. She thinks that com- 
petition is likelier to raise regulatory stan- 
dards—to offer greater reassurance to in- 
vestors—than it is to lower them. 

Here, Ms Romano is encouraged by 
evidence from the competition among 
states to supply corporate law. Six studies 
have examined the effect on share prices 
when companies announce that they will 
change the state in which they are incor- 
porated. Analysing a variety of periods, 
these found at worst no effect on share 
prices, and, in most cases, a significant 
rise. There is no evidence that firms shop 
around for regulations that are against 
shareholder interests. 

Erik Sirri, the sEC's chief economist, 
questions whether comparisons between 
corporate and securities law are valid. Se- 
curities regulators have significant con- 
sumer-protection responsibilities. Indi- 
vidual investors might have difficulty 
knowing how to compare the accounts of 
a company regulated in New York with 
one regulated in Nevada. It would be 
hard to keep investors informed about 
the differences in various states' regula- 
tions, not least because securities rules 
change far faster than corporate law. The 
need to keep on top of financial-market 
developments may mean that investors 
as well as issuers benefit from economies 
of scale in having a single big regulator. 

Besides, how bad can regulation by 
the SEC be, given that America has the 
world's biggest, most liquid securities 
markets? The same was true 100 years ago, 
before the invention of the SEC, retorts Ms 
Romano. She insists that the markets 
could be better still. Until the sec oper- 
ates in a competitive market, it will be im- 
possible to prove her wrong. 
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at one of the most prestigious Grandes Ecoles in 
France, The MIB culture is international, innovative and 
entrepreneurial, fostering a strong sense of ethics and 
contribution through business. 
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N TEXT time the night sky is clear, look, if 
AN the season and latitude are propi- 
tious, for the constellation of Sagittarius. 
That is where the Milky Way is at its 
brightest. Partly, this is because the galaxy's 
centre is in Sagittarius (the Milky Way is the 
visible d E seen edge-on from 
the inside, of the galaxy's myriad stars) But 
over the past few years it has emerged that 
the Milky Way is bright there for another 
‘reason, too. Besides seeing the galactic cen- 
tre, when you look that way you are also see- 
ingthe stars ofa second, distinct galaxy that 
3s passing through our own. It is called the 
Sagittarius dwarf spheroidal galaxy, or Sgr 
for short. 

` Sgr, which loops in and out ofthe Milky 
Way once every 760m years, is able to 
traverse it in this way because the individ- 
ual stars of both galaxies are so far apart. (If 
stars were the size of peas, they would, on 
average, be several hundred kilometres 
from their nearest neighbours) But the 
chances are that the smaller galaxy will 
eventually be ripped asunder by the gravi- 
tational pull of the larger one, and that its 
stars will be engulfed and cannibalised by 
the Milky Way. How quickly this is happen- 
ing whether it has happened to other 
dwarf galaxies and, indeed, whether such 
@alactic cannibalism has made the Milky 
Way the creature it is today are the subject 
iof continuing debate and research. 

. Sgr was discovered in 1994 by Rodrigo 
bata of the University of British Columbia 
and. Michael Irwin and Gerard Gilmore of 
Cambridge University. They were survey- 
ng the stars in the Milky Way. Measuring 
ihe speeds of various stars, they found a- 
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Th e galactic gourmand 





arfs’ entrails and fluffy star-tails—is that what the Milky Way is made of? 


patch in which some of them, instead of or- 
biting the galactic centre gracefully with the 
others, appeared to be hot-footing it out of 
the Milky Way altogether. Since stars do not 
usually behave like this, the researchers 
concluded that they must belong to a mini- 
galaxy that was just passing through. 

What puzzles a number of astronomers 
is that Sgr has not already been digested. 
Many of its stars, like those in the Milky 
Way, are at least 10 billion years old. If the 
two galaxies have been orbiting each other 
for that length of time, the tidal forces of the 
bigger one should have shredded the small- 
er one into long, pearly trails by now. Yet 
Sgr seemed, at first sight, to have remained 
more or less intact. 

Recently, this picture changed. In Janu- 
ary, Steven Majewski of the University of 
Virginia and his colleagues announced 
that they had found a suspicious excess of 
stars of the same colour and brightness as 
those in Sgr stretching away from it in a 
long tail. This summer they hope to mea- 
sure the speeds of those stars. If they do turn 
out to belong to Sgr, says Dr Majewski, it 
will confirm that the dwarf has spent at 
least the past 800m years (judging by the 
length of the tail) being torn apart. 

Dr Irwin now thinks that this process 
has been going on for even longer than that. 
in collaboration with Ed Totten of Queen’s 
University in Belfast, he has searched the 
rest of the Milky Way for stars that could 
have come from small galaxies, to test the 
idea that our galaxy could be a sort of galac- 
tic federation, composed, at least in part, of 
the remnants of such dwarfs. The pair's re- 


sults, as yet unpublished, indicate a trail of 







































old, red stars—of a type also found in Sgr— 
spread right across the Milky Way. These 
stars trace the path that Sgr is thought to to 
have followed. By counting them, Dr Irwi 
anc Dr Totten estimate that Sgr could hav 
lost as many as half of its stars to the Mills 
Way over the past few billion years. — 
But that just adds to the mystery. 1f 
has been dissolving for 10 billion. yeài 
why is any of it left at all? There are two po 
sible explanations. One is that the dwarf fis 
more robust than its spread-out appear- 
ance suggests. The other is that the Milky 
Way did not ensnare it quite so long ago. 


The great assimilator 
The first possibility hinges on an impor 
tant question: how much "dark matter” : 
there is in small galaxies. Most big galaxies 
are thought to contain, besides their stafs; 
about ten times as much non-shining mate: > 
rial. What exactly this dark matter consists | 
of—exotic elementary particles, lumps of - 
rock, failed stars, burnt-out stars, even 
small black holes—is still a mystery, since — 
the stuff itself is invisible. But its effects are — ~ 
visible. The material acts as gravitational- 
jelly", keeping a big galaxy rotating as one. 
Fo Withoutitsuch a galaxy's outer parts. oe 
would spin more slowly than the inner 
ones (just as the outer planets of the solar. = 
system move around the sun more slowly |. 
than the earth does). If small galaxies con- 
tained enough dark matter, it could keep © 
them intact even after several passes ^... 
through the Milky Way mangle. | 
To have stayed intact in the way that it 
jx according to Rosemary Wyse of Johns o 
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Hopkins University in Baltimore, Sgr 
would need around 50 times as much dark 
matter as stellar matter. Dr Irwin—who was 
one of her collaborators—and Dr Majewski 
agree that this could be so, and that Sgr 
could be releasing its insides only slowly. 

The alternative view, for those who like 
their galaxies light and fluffy, is that Sgr 
once orbited the Milky Way at a safer dis- 
tance. Hong-Sheng Zhao of Leiden Univer- 
sity in the Netherlands calculates that a 
close encounter with another one of the 
Milky Way’s satellites, the Large Magellanic 
Cloud, could have knocked Sgr into a closer 
orbit two or three billion years ago. Work- 
ing out whether this is really the case will 
require a better fix on just how long the 
dwarf has been spreading its seed around 
the Milky Way. 

That will still leave a larger question: 
how common is Sgr's fate? Two years ago, 
Dr Majewski and another set of colleagues 
looked at a portion of the Milky Way's 
"halo"—the outer shroud of the galaxy, 


which makes up about a tenth of its mass. 
They found that it looked "like a can of 
worms". Almost all of the stars in it seemed 
to belong to one or another group moving 
in distinct paths. They think this could 
mean that the Milky Way has been pillag- 
ing stars not just from Sgr, but from its 
other satellites. For instance, in other as-yet- 
unpublished work, they say they have dis- 
covered that the Magellanic Clouds (there 
is a small one as well) jointly sport a tail of 
stars that dangles around the Milky Way. 
Dr Majewski and his colleagues are now 
looking at other parts of the halo to see 
whether they contain worms too, and if so, 
whether these can be traced to other satel- 
lite galaxies of the Milky Way. 

Yet Dr Irwin, whose search for trails of 
stars from swallowed galaxies was broader, 
has found a clear one only from Sgr. Decid- 
ing whether the Milky Way has gorged on 
other galaxies, or has merely snacked now 
and then, will take a lot more careful sifting 
through its guts. 





Water on the moon 


Prospects for lunar prospectors 


At least lunar gold-diggers will be able to take a shower 


HIS week, as The Economist went to 

press, America's National Aeronautics 
and Space Administration (NASA) confirm- 
ed that its spacecraft Lunar Prospector, or- 
biting 100km (about 60 miles) above the lu- 
nar surface, has found ice on the moon. 
And there is ice not only at the south pole, 
as a previous emissary, Clementine, tenta- 
tively suggested, but twice as much of it at 
the north pole. 

Scientists pointed out in 1961 that, be- 
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Some light on the question of water 
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cause sunlight near the lunar poles comes 
in at a shallow angle, the floors of the 
deeper craters there might never catch a 
sunbeam. Any ice that collected in them— 
perhaps from comets that met their ends 
on the moon—would never evaporate. In 
1994 researchers thought they had con- 
firmed this idea by using the radio trans- 
mitter on Clementine as a makeshift radar. 
They bounced its radio beam off the moon 
to a receiving dish on earth and discovered 
that the reflections from a few scattered 
spots around the moon's south pole looked 
like the sorts of echoes that come from ice. 

But the echoes could also have come 
from something else. Hence the excitement 
over Lunar Prospectors confirmation. This 
spacecraft has used not radar, but an instru- 
ment called a neutron spectrometer, which 
looks for ice less ambiguously by picking 
up telltale signs of hydrogen, one ofthe ele- 
ments water contains. 

The device counts neutrons that cosmic 
rays have knocked out of atoms on the 
moon's surface. Many of these neutrons 
collide with more atoms on the surface be- 
fore bouncing away into space. If they hit 
heavy atoms, such as those found in miner- 
als in the rocky lunar soil—the "regolith"— 
they do not lose much speed. But hydrogen 
atoms weigh only about as much as neu- 
trons, so a collision with one can slow a 
neutron down dramatically. (To see why, 
imagine the neutrons and hydrogen atoms 
as billiard balls. If a moving ball runs into 


another, stationary one head-on, it car 
come to a dead halt. But when it hits some 
thing much heavier, such as the edge of th« 
billiard table, it just rebounds.) 

As it flew over the poles, Lunar Prospec 
tor picked up bursts of slower neutrons, re 
vealing hydrogen there. And since the rego 
lith contains—as the Apollo astronaut: 
discovered—very little hydrogen, the NAS 
scientists, led by Alan Binder at the Ame: 
Research Centre in California, conclude 
that ice must be present. 

Just how much ice there is remains to bt 
seen. The data, according to Dr Binder, art 
of "incredibly high quality", but interpret 
ing them depends on knowing what thi 
rest of the regolith is made of. This is some 
thing that Lunar Prospector will help ti 
clarify over the coming months. What i 
clear is that the spacecraft has not founc 
pure ice. The discovery is more like dam] 
rock: a mixture of 1% ice and 99% regolith 
spread over thousands of square kilomet 
res at the poles. Dr Binder estimates that th 
amount is equivalent to between 10m anc 
300m tonnes of water. There might be eve: 
more: the measurements probe only th 
top half-metre of regolith, but it is though 
that cometary bombardment could hav 
left ice in the top two metres. 

The discovery of ice is sure to over 
shadow the many other things Lunar Pros 
pector will achieve (such as the first com 
plete map of the moon's gravity, als 
announced this week). It is obvious why- 
one of the biggest costs of a manned luna 
base would be sending water to it fron 
earth. NASA remarks that 30m tonnes of wz 
ter, a conservative guess at what the mooi 
holds, would meet the domestic needs c 
2,000 people for a century. The agency i 
only teasing, though. It has no plans to pu 
them there. 


Homosexuality 


An idea that 
clicked 


N AMERICA, about 2% of men are gene! 
ally attracted to their own, rather thai 
the opposite, sex—and the figure is reck 
oned to be similar in other parts of th 
world. Male homosexuality is a much-ir 
vestigated phenomenon. Gay men hav 
had their brains perused and their chromc 
somes probed in an endeavour to find ou 
what makes them behave differently fror 
heterosexuals. At the same time, theoret 
cians have laboured to explain how a forr 
of behaviour that should not, on the face c 
things, be favoured by natural selection ca 
nevertheless be so common. 
The 1% of women who are attracted t 
other women have not drawn the attentio 
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of poneatehets to anyth gl : 
»xtent. Why that should be is ud ! 
jut it is a surprising omission—for ihe: 
relationship, if any, between male and | 
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his week in Proceedings « D^ 
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takes ihe idea 
if scientific miod i seriously it begins 
vitha hypothesis and then proposes a way 
O test it. As it happens, the test supports 
heir theory. 

* Lesbianism, the researchers suggested, 
night be the result of a female fetus's being 
xposed to male hormones in the womb. 
Jecause of the way that sex is determined in 
ple, such exposure might cause a fetus 
levelop characteristics more usually as- 
ociated with men than women. 

` Jt has been known for some time that 
hé "default" body plan in mammals (peo- 
le included) i is female. A fetus becomes 
nale if it is exposed to testosterone at criti- 
al points in its development. No testoster- 
ine on these occasions means that the fetus 
vill be born a girl. The gene that triggers the 
roduction of testosterone in a developing 
etus is found on one of the so-called sex 
hromosomes—the v chromosome, which 
nen inherit from their fathers (along with 
n X chromosome from their mothers). Wo- 
1en usually have two x chromosomes, one 
rom each parent. But ifthe testosterone-in- 
lucing gene (known as SRY) on a y chromo- 
ome is not working, the person will be a 
irl even though she has what look like 
1ale chromosomes. 

There is, however, at least one way that a 
:tus without an SRY gene can be exposed 
3 testosterone in the womb—and that is if 
he has a twin brother who is releasing his 
ormones into the fluid that bathes them 
oth. Such fetuses do not, of course, de- 
elop into boys, but they are known to 
nare one curious characteristic with 
1em—the way their ears respond to clicks. 

So-called  click-evoked otoacoustic 
missions (CEOAES) are noises that the ear 
mits in response to clicks. As far as is 
nown these emissions have no direct role 
1 hearing, but they seem to be a by-product 
f "cochlear amplification", a process that 
llows very quiet sounds to be heard. In 
eneral, women have stronger CEOAES than 
Yen, but there is an exception. Women 
ith twin brothers tend to have male-like 
EOAES, and experiments on animals sug- 
ast that this may be because of the higher- 














emale homosexuality would be an intrigu- 1 
A study by Dennis. | 
Pasanen at the . 
Jniversity of Texas at Austin, published _ 
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Sappho's hearing 


than-normal exposure to male hormones 
they receive in the womb. 

Dr McFadden and Mr Pasanen rea- 
soned that if lesbianism, too, is a result of 
exposure to abnormal amounts of male 
hormones in the womb, then homosexual 
women might show weaker CEOAEs than 
heterosexual women. They tested this by 
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S IF whales did not have enough to 
| cope with, being chased across the 
, oceans by Japanese and Norwegian fish- 


| ermen, and swarmed around by Califor- 


nian tourists in small boats, it now looks 
as though they may suffer “collateral 
damage" from the use of sonar by the 
world's navies. Such damage has long 
been suspected, since whales employ 
their own form of sonar for navigating 
and hunting, and also use sonar-like low 
frequency. sound for communicating 
_ with each other (so-called whale song). 
| But Alexandros Frantzis, of the Univer- 
| sity of Athens, believes he now has evi- 
| dence to support the idea. 
Dr Frantzis, who has just published 
_ his data in Nature, studies Cuvier's 
| beaked whale—a denizen of the Ionian 
| sea off Greece's west coast, among other 
| places. Like many whales, individuals of 
| this species sometimes misnavigate and 
| end up stranding themselves on the 
| world's beaches. Occasionally a whole 
| groupofthem will doso together in what 
is called a mass stranding. But during 
two days in May 1996, Dr Frantzis ob- 


served something that he had never seen | 


| before—a dozen beaked whales stranded 


. Quiet, please. Whales navigating 




































examining dix CEOAES of 2 37 £ — 3 
homosexual, bisexual and heterc 
ual men and women. Their idea wa 
confirmed: homosexual and bisexua 
women had more male-like responses 
clicks than heterosexuals. Men, howev 
did not vary in their response to clicks 
gardless of their sexual orientation. This 
suggests that male homosexuality is not- 
being caused by an inverse process that 
. reduces exposure to malehormones— 
atleast, not at the same point i in devel 
opment as the cause in giris. oe 
One caveat lingers over the reu The d 
hormone-exposure theory suggests that 
women with twin brothers should moreof- = 
ten be homosexual than those without. So ^. 
far only one piece of research haslookedfor ==: 
this effect—and failed to find it. This, com- .. 
bined with the trivial observation that no 
all lesbians have twin brothers, suggests 
that if male hormones are inducing lesbi- 
anism, they are coming from elsewhere. 
That is quite possible. Women rou- 
tinely produce “male” hormones such as- 
testosterone (just as men produce “fem: 
hormones such as oestrogen) albeit 
lower levels than men.So a su rgeinz moth- 
er's testosterone at a point in development 
different from the surges produced by a- 
twin brother might account for the re- 
searchers' discovery. í 








1 
E 
$ 


as. individuals, rather than a group, 
along a 40km (25 mile) stretch of coast. 
-Normal mass strandings are thought 
to be caused when a group of whales fol- 
lows a leader that has made a mistake. 
That cannot explain how 12 whales | 
ended up on the beach with an average. | 
distance of 32km between them. But Dr... | 
Frantzis subsequently discovered that a. | 
NATO research vessel was in the area at. | - 
the time and was carrying out tests ofa. | 
sonar that produces extremely loud low- 
frequency sound (it has a maximum out- 
put of 230 decibels, compared with 100 
decibels. for a jumbo jet). This, he 
thought, might be the explanation. He 
reckons the chance that the strandings in 
Greece were a coincidence is less than 
one in a thousand. And he found that 
three similar mass strandings in the Ca- 
nary Islands were also associated with 
military manoeuvres. 
What, if anything, can be done to rec- 
oncile the interests of navies and whales? 
Perhaps nothing. But now that the prob- 
lem has been exposed, those who plan. | - 
sonar tests should at least try to be good | 
neighbours, and keep the noise down to: | 
theabsolute minimum. | 








































Is the worst over or Pret to come? 
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“A final word"—students and graduates 
express their views 


| The Economist intelligence Units icta aia guide to the 


world’s best MBA courses is now in its ninth edition. Based on 
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land students Which MBA? gives you incomparable independent 
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| the structure and content of courses. 


| Which MBA? is an essential time- and labour-saving directory 
| which will enable you to pinpoint your needs CHICK and easily. 


‘ONLY £29.95 PER | COPY 


| Co-published i the Economist Intelligence Unit and Pirman Publishing, ‘Available f fom died pide 





For more information please contact your nearest 
= office, quoting reference 2ACHYA. 


UK: (44.171) 830 1007 HK: (852) 2802 7288 E 
USA: (I 212) 554 0600 Toll lee ano $e ess Us and Canada resident any. | 


The Beonamist intelligence Unit Limited. Registered 3 in England and Wales: No: meet. 







MOREOVER 





The unbearable lightness of 
Ayckbourn 


Why is the laughter so sorrowful at an Ayckbourn play? 


E IS Britain's most popular living 

playwright. Only Shakespeare gets 
more productions. His plays have been per- 
formed in more than two dozen languages 
in more than three dozen countries, from 
Argentina to Yugoslavia, from Iceland to 
Taiwan. He is writing as well (and as much) 
as ever: as he approaches his 59th birthday, 
his 53rd play, "Things We Do For Love", 
had its London opening at the Gielgud The- 
atre this week. 

Yet Sir Alan Ayckbourn's reputation re- 
mains two-sided. It is not simply that intel- 
lectuals mistrust his popularity. A sizeable 
chunk of the theatrical world, not to men- 
tion a hard core of theatre-goers, dismisses 
his plays as safe, old-fashioned, bourgeois 
comedies of manners. They are wrong, but 
there are grains of truth in the caricature. 

Sir Alan started off writing farce, a genre 
which had long been debased into clichés 
of unfrocked priests, dropped trousers, and 
doors opening and shutting like cuckoo 
clocks. But he soon outgrew this phase to 
develop a prodigious craft which exploits 
character as much as precision-engineered 
situations. And he insists on showing char- 
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acters familiar to the overwhelmingly mid- 
dle-class theatre audience, saying: 
I write about most of us, rather than just some of 
us. Some writers seem happy to imagine worlds 
extremely remote from themselves and their au- 
dience or readers. | don't write about Aztec 
kings, l'm more in the Jane Austen mode. 
As a result, his mature plays are superfi- 
cially similar to television sitcoms. But only 
superficially. No sitcom would conceive of 
showing the pain and pessimism of many 
an Ayckbourn “comedy”. “Absurd Person 
Singular" features a woman trying to kill 
hersel£, unnoticed by her surrounding 
"friends"; "Woman in Mind" examines à 
complete mental breakdown; “Wildest 
Dreams" features domestic violence and re- 
treat into paranoia and fantasy; "Things 
We Do For Love" celebrates betrayal; and 
there are any number of desperately un- 
happy marriages. His audience is re- 
minded less of Jane Austen than of William 
Hogarth profitably holding a mirror up to 
his buyers’ destructive weaknesses. 
Although Sir Alan professes to create his 
spectrum of characters from fragments of 
himself, he seems warm and thoroughly 


well-balanced, if shy. His own long-term 
relationship is by all accounts a great suc- 
cess. If his characters are indeed refractions 
of himself, it is fascinating how many mar- 
vellous women's roles he has written. Ac- 
tresses fight for the parts, and he was once 
described as "Britain's finest feminist play- 
wright". He disclaims the tag, though he ad- 
mits that he identifies with women quite à 
lot. "When I looked up as à child all I saw 
was skirts. I had a single mother in the 
women's magazine business, so the dia- 
logue tended to be female-oriented." 

Sir Alan thinks that the intellectual 
classes have hijacked theatre and he has 
hard things to say about this: 


It puts so many people off, seeing them all sit- 
ting around on late night television talking as if 
theatre is some holy ritual. | hate issue-based the- 
atre, theatre as a social platform. “Messages are 
for Western Union', as the saying goes... Too 
many perceive theatre to be an exclusive club 
which can only be understood by a handful. My 
plays are accessible to anyone who's had chil- 
dren, got married, got divorced, had a love affair. 
And theatre should be fun. All the best comedies 
£ive you something to think about, too. 


Yet, ironically, one of his best plays, "Man 
of the Moment", does treat a social “is- 
sue"—the amoral operation of the media, 
which can make celebrity out of notoriety 
(in this case, the notoriety of an armed bank 
robber) and which wilfully distort facts to 
create a juicy "angle" on a story. Sir Alan 
now sees "Man of the Moment” as part ofa 
brief phase of “social” plays at the end of 
the 1980s. He also identifies a Chekhovian 
phase—"plays where nothing much hap- 
pens, like ‘Absent Friends’ or ‘Just Between 
Ourselves’.” But he says that he reacted to 
that phase by coming back to strong narra- 
tives, influenced particularly by his unfash- 
ionable love of writing for children: 


Aids are so interactive, they remind you that the- 
atre is live. Sometimes in adult theatre you could 
swear it's entirely dead. So many plays rely on a 
general inertia and a bit of goodwill; you think, 
zome on, raise my curiosity, give me a question I 
want to answer. Often you just don't care. Chil- 
dren are less tolerant of sloppy work: they don't 
like narrative that sags, they don't like characters 
they're not interested in, they don't come back 
after the interval if they're not curious . .. but the 
reward if you give them a good time is enor- 
mous. It's theatre laid bare. 


Sir Alan has also investigated less conven- 
tional ways of raising curiosity. He fam- 
ously constructed an intricate set of plays 
("Intimate Exchanges") based on choices. 
At the end of the first scene, Celia can 
choose to light a cigarette or not. Subse- 
quent scenes depend on this and similar 
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choices, a game of “consequences” leading 
to 16 possible finales. Consecutive audi- 
ences might see entirely different plays. 

“How the Other Half Loves”, “Things 
We Do For Love” and “Taking Steps” all 
have extraordinary stage sets. The same 
space is used for different locations, such as 
attic and bedroom, allowing “separate” 
scenes to be played simultaneously, with 
their action and dialogue counterpointed. 
Just occasionally, an Ayckbourn play may 
seem schematic, in thrall to a challenge he 
has set himself. 

The playwrights phenomenal pro- 
ductivity becomes  incomprehensible 
when he points out that he is only a part- 
time writer. Since 1970 he has been artistic 
director of the Stephen Joseph Theatre in 
the northern seaside resort of Scarborough. 
There, without salary, he runs a company 
dedicated to new plays. These he often di- 
rects, showing exemplary concern not to 
impose his own artistic personality on the 
work of other playwrights. 

Scarborough's theatre4n-the-round has 
hallmarked his own plays. It is a space 
which draws audiences into an eaves- 
dropping relationship with the actors, and 
its audience is the wide social spectrum 
with which he aims to communicate. 
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The wonder is that such firmly-rooted 
plays transplant so readily across the globe. 
Sir Alan credits the universal subject mat- 
ter. But Stéphane Meldegg, the director 
whose production of “Communicating 
Doors" was nominated "Best Comedy" in 
last year's Moliére awards in Paris, is not so 
sure of the universality. "The English way 
with unsaid things, being funny with few 
words, becomes brutal if the characters are 
made French," he points out. "Traditional 
French comedy is, like the American, one of 
beautifully-timed one-line gags—and that 
is not Ayckbourn's way. He is better pro- 
duced as something exotic, English." 

Mr Meldegg also feels that the French 
are alienated by Sir Alan's tragi-comedy. Al- 
ain Sachs at the Palais Royal, where "Time 
of My Life" opened last month, disagrees. 
"They are surprised by the bitter-sweet mix, 
but they are seduced by the elegant light- 
ness of it all," he says, "even the intellectu- 
als." Even British highbrows could eventu- 
ally come round. According to Sir Peter 
Hall, writing as long ago as the late 1970s: 
"Ayckbourn is much more likely to be in 
the repertoire of the National Theatre in 50 
years’ time than most of the current Royal 
Court dramatists." At the rate he's going, Sir 
Alan will still be writing then. 





The Mexicans treated as aliens in their own country 


The right not to be Hispanic 


SAN CRISTOBAL DE LAS CASAS, MEXICO 


Underlying the continuing political violence in Chiapas is a native-Indian cul- 
ture which charms foreigners but embarrasses many Mexicans 


HE architecture of the church in San 

Juan Chamula, a village in the high- 
lands of Chiapas, might be described as 
Spanish colonial, except that its lopsided 
portal is painted in psychedelic blues, 
greens and pinks. But the first indications 
that the church does not adhere strictly to 
Catholicism is that every so often religious 
officials, dressed in black capes, rush out of 
the front door and set off home-made rock- 
ets and fire-crackers, which create much 
more of a stir than church bells. 

This, however, is nothing compared 
with the scene inside. Fifty or so worship- 
pers crouch on the floor, which is covered 
with pine-needles and lighted candles. In- 
cense billows from large burners, and mu- 
sicians play a hypnotic tune on ancient 
stringed instruments. Meanwhile, other 
worshippers slowly undress and then dress 
a statue of a saint. This is one of 40 statues 
arranged along the inside walls of the 
church, all of them clothed in brilliant cos- 
tumes and with a mirror hanging from its 
neck. 

These mirrors are a sign of shamanism 
or pagan worship, as are other rites being 
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conducted elsewhere in the church. One 
employs white eggs to cleanse people of evil 
spirits; another involves the ritual slaugh- 
ter of chickens. All require the worshippers 
to swig copious quantities of “posh”, a po- 
tent local alcoholic drink, and also, incon- 
gruously, Coca-Cola. 

To the tourists, all this 
seems charmingly quaint. 
In fact it is just one exam- 
ple of a range of cultures 
among Mexico's 10m Indi- 
ans. Unlike the other 80m 
Mexicans, whose blood is a 
mix of Indian, Spanish 
and other races, the Indi- 
ans are direct descendants 
of the country's pre-His- 
panic inhabitants. 

They are split into doz- 
ens of tribes, but share cer- 
tain characteristics. Their 
religions are often a mix of 
Catholicism and nature 
worship. Many tribes en- 
gage in magical rites and Y 
believe that the spirits of 
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their ancestors surround them. Indians of 
all types express their artistry and identity 
through weaving and through the patterns 
of the clothes they wear. 

They suffer higher rates of illiteracy and 
poverty than other Mexicans. “Mexico is a 
very racist society,” says Gonzalo Ituarte, a 
churchman in San Cristobal de las Casas, a 
Spanish-colonial town in Chiapas, which 
is the southernmost state of Mexico. Only 
35 years ago, he points out, Indians were 
forbidden to sleep in San Cristobal, walk 
on its pavements or look whiter-skinned 
Mexicans in the eye. 

Even today the tension in San Cristobal 
is palpable. At the end of last year, when 
this correspondent was there, Indian mili- 
tants called Zapatists had covered almost 
every wall of every colonial house with 
such graffiti as "Death to Zedillo" (Mexico's 
president) "Death to the PRI" (the ruling 
party) and, on a lighter note, "Co-operate 
with the police: torture yourself.” Weeks 
later, 45 unarmed Indian sympathisers of 
the Zapatists were massacred at a village 
nearby. According to the Catholic church in 
Chiapas, the killers had been supplied with 
arms and training by the Mexican army—a 
claim denied by the government. 

Ever since the Mexican revolution of 
1910, the attitude of the country's ruling 
class towards Indians has been contradic- 
tory. On the one hand, the great pre-His- 
panic civilisations of the Aztecs and the 
Maya have been held up as symbols of Mex- 
ican identity. Monuments, such as Mexico 
city's lavish anthropology museum, were 
built in their honour, and artists like Diego 
Rivera glorified Indian history in their gov- 
ernment-commissioned murals. 

On the other hand, Mexico's govern- 
ments have often seemed embarrassed by 
living Indians, whose backwardness is seen 
as a bloton the country's record of modern- 
isation. Of the attempts made to help the 
Indians, most were aimed at promoting 
their assimilation into the culture of the 
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BELIEVE the Hollywood 
publicists and “Titanic” 
is taking more money at 
the box office in America 
afeh than any film in history. 

It is mostly hype. When 

| ticket prices are adjusted for inflation, 
Leonardo DiCaprio’s and Kate Winslet’s 

| blockbuster, with a projected domestic 
take of about $600m, cannot hold a can- 

| dle to Clark Gable and Vivien Leigh in 








The South rises again 


“Gone with the Wind” (pictured here) or, 
indeed, to Grumpy, Dopey and company 
in “Snow White and the Seven Dwarfs”. 
On the same basis, “Bambi” beats “Home 
Alone” (number 35) and “The Sound of 
Music” beats “Jurassic Park” (number 25). 

At the height of Hollywood’s Golden 
Era, in the 1930s, about 90m Americans 
went to the cinema each week compared 
with about 25m a week now. But as ticket 
prices have soared in the intervening 


Film 
} 1 Gone with the Wind 


3 Star Wars — 
5 101 Dalmations 


6 Bambi TIS 
7 Jaws 


Source: Variety 


Top ten films of all time in America 
1998 dollars and admission prices 


2 Snow White and the Seven Dwarfs 1937 


8 The Sound of Music Aji i a: + 
9 The Ten Commandments _ er 1956 
10 Return of the Jedi 
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years—from an average of 25 cents a seat 
in the 1930s to 42 cents immediately after 
the second world war to $110 in the mid- | 
1960s to close to $5 today—box-office | 
records continue to be broken when mea- | 
sured in current dollars. | 

Such records are illusory. Variety, a 
Hollywood trade magazine, has recalcu- | 
lated the receipts on the basis of admis- | 
sions. It has done this by assuming that | 
yesterdays audiences paid today's | 
prices—ie, that it cost the same to see 
"Snow White" in the 1930s or "ET." in the 
1980s as it costs to see a film today. 


Year Total domestic 
released Studio gross, $m 

1939 MGM 12994 | 
, Buena Vista 10343 
1977 Fo 8020 


a ET- The bira Teresirioi 1982 Umen —— 7254 


...1961 Buen: 6566 
..1975 Universal 75903. 
1965 Fox — 30598 
Paramount — 5476 
1983 Fox 540.5 





rest of Mexico. 

Although the record of Mexico's Catho- 
lic church is far from exemplary, many 
churchmen have campaigned bravely for 
Indians rights. One of them, Michel 
Chanteau, a French priest who had worked 
among the Chiapas Indians for 32 years, 
was expelled last month after he spoke of 
government involvement in the massacre. 
Another, the bishop of San Cristobal, Sam- 
uel Ruiz, preaches "liberation theology", a 
doctrine which links religion to social jus- 
tice for the poor, and he features promi- 
nently in “A Place Called Chiapas", a sear- 
ing 90-minute documentary film directed 
by Nettie Wild which had its world pre- 
miere at the Berlin film festival last month 
(see still on preceding page). 

Liberal churchmen in Chiapas have 
been trying to recruit more Indians to the 
clergy, even allowing married ones to join. 
They have also been eager to include In- 
dian ritual in Catholic worship, just as Eu- 
ropean pagan practices have been allowed 
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to infiltrate Christmas celebrations. Such 
cultural sensitivity among churchmen in 
Mexico, however, is relatively recent, and 
many Mexican Catholics disapprove of 
what they see as the willingness of church- 
men in Chiapas to bend to paganism. 

The Zapatists are led by a balaclava- 
clad, pipe-smoking revolutionary called 
Subcomandante Marcos. He has marketed 
the cause of Indian rights outside Mexico 
with huge skill, achieving wide coverage in 
the international media, setting up a 
snazzy home page on the Internet, and at- 
tracting a flood of donations from foreign- 
ers. But his Marxist past makes him contro- 
versial and his critics note that, unlike 
those he seeks to represent, he is white- 
skinned, middle-class and a former univer- 
sity-lecturer. 

The motives of many of the community 
leaders opposed to the Zapatists are even 
more suspect. Backed by the pri, these local 
Indian bosses have long operated within a 
feudal system of power. As a reward for en- 
suring that Indian villagers vote for the PRI 
at election time they are often allowed to 
run monopolies (over farm produce, for ex- 
ample, or the sale of alcohol in their vil- 
lage. The Indians, in other words, are 
downtrodden even by their own leaders. 
Which helps explain why they channel 
their frustrations into those bizarre reli- 
£ious rites that so charm the tourists. 





Hitler's death camps 
Apportioning 
guilt 


A NATION ON TRIAL: THE GOLDHAGEN THESIS 
AND HISTORICAL TRUTH. By Norman Finkel- 
stein and Ruth Bettina Birn. Owl Books; 176 
pages; $12.95 


HE nation on trial is Germany. The 
Goldhagen thesis, sensationally ad- 
vanced in Daniel Goldhagen's “Hitler's 
Willing Executioners" (1996), is that Ger- 
many was a nation resolved for centuries to 
rid itself of Jews. Ordinary Germans, Mr 
Goldhagen maintained, therefore took to 
genocide with enthusiasm as soon as Hitler 
gave them a chance. 

Now two attacks on it have been pub- 
lished together under the title “A Nation on 
Trial". Norman Finkelstein, a political sci- 
entist, combs Mr Goldhagen's text for in- 
consistencies and fuzzy thinking. Ruth 
Birn, the chief historian for Canada's war 
crimes prosecutor, trawls the archives, turn- 
ing up distortions and omissions. Together 
they land some telling blows on Mr 
Goldhagen's book, which a review in The 
Economist on April 27th 1996 criticised for 
ignoring the gradations of support, compli- 
ance, ambivalence, antipathy and opposi- 


105 





ing the Third Reich. 


agree that Hitler soft-pedalled his antiSem- 
itism when his Nazi party still needed Ger- 
man votes~-a tactic that would have made. 
no electoral sense if German voters had in- 


deed been lusting for Jewish blood. He - 


notes that Mr Goldhagen treats cases of sa- 
dism as evidence that Germans enthusias- 
tically embraced "eliminationist anti-Sem- 
ism"; yet when Germans recoil at 
brutality, as many did, he insists they are 
quibbling about the wav Jews were killed, 
not about the killings themselves. 

Ms Birn notes that, brutalised by war, 
the Germans' East European collaborators 
were just as sadistic, if not more so. At one 
"death banquet", at which German and 
Latvian killers gathered to celebrate their 
slaughter, she reports that German officers 
watched in disgust as a Latvian policeman 
tried to enliven proceedings with "target 
practice" at Jews. Mr Goldhagen mentions 
the death banquet but not, she notes, the 
Latvian participation in it. 

Yet Mr Finkelstein and Ms Birn display 
some of the failings they find in Mr 
Goldhagen's work. Where Mr Goldhagen 
observes that during the 18th century even 
supporters of Jewish emancipation were 
anti-Semitic, Mr. Finkelstein mocks him. 
He does not acknowledge that Wilhelm 


BERLIN 


T IS always hardest to dwell on the 

| atrocities committed by your own peo- 
ple-for the Americans and the British, 
say, to talk about the fate of the Plains In- 
dians or the horrors of the Middle Pas- 
sage. So it is not surprising that compet- 
ing designs for a holocaust memorial in 
Berlin are the subject of an intensely an- 
guished debate among Germans. A final 
choice is expected to be made later this 
month from a shortlist of four drawn up 


by representatives of the federal povat: 


| ment, the city of Berlin and pri- 
| vate sponsors. 

| The design liked bv Chancel- 
| lor Kohl, and therefore favoured 
to win, comes from a New York 
1 architect, Peter Eisenman, and 
| RichardSerra, who is best known - 
| for his stark metal sculptures. 
They want about 4,000 tomb- - 
concrete columns of 
ips preat over the 





Mr Finkelstein points out that shoir z 


n, wrote tl lowing i in 1781 
n the oppression which [the Jew] ex- 
periént ed for centuries has made him mor- 


ally corrupt, then a more equitable treat- 
ment will again restore him." 


Though Mr Goldhagen is much too ea- 


ger to see genocidal potential inall forms of 


German antiSemitism, Mr Finkelstein 
gives insufficient weight to his case that a 
desire to purge Germany of its Jews was 
widespread. Similarly, Ms Birn scoffs too 
easily at Mr Goldhagen for attributing Ger- 
mans' post-1945 conversion to civilised 
norms mainly to American re-education ef- 
forts. In fact, Mr Goldhagen also cites Ger- 


man re-education, the criminalisation of 


anti-Semitic expression, Germany's reinte- 
gration into Europe and other factors. 
Reading "Hitlers Willing Execution- 
ers" and "A Nation on Trial" together, the 
reader gets the troubling sense that both are 
the products of passions that the skein of 
citation and counter-citation do nothing to 
hide. Like the son of a murder victim, Mr 
Goldhagen seems driven to press charges, 
to assign evil to a specific face. Ms Birn and 
especially Mr Finkelstein are preoccupied 
with other evils. Germans, they want to 
show, are not the only ones capable of 
genocide. For them, the holocaust has con- 
temporary echoes in the slaughters of 
Rwanda, Burundi and Cambodia. Nor was 


phobia and disorientation would be ac- 
centuated by the memorial's uneven base. 

Another design, from Daniel 
Liebeskind, features a 141-metre (154- 
yard) long broken wall which directs the 
eyes of visitors towards the Tiergarten 
parkand a monument to Goethe, so invit- 
ing them to reflect on the highs and lows 
of German history. The idea of fractured 
space is also taken up by Gesine 
Weinmiller, whose proposed memorial 


has 18 blocks which appear as a frag- 


















Gesine Weinmiller's Star of David - 








gypsies and others were - killed too. 

For Mr Finkelstein, the idea of ilie hoi 
caust as a unique evil is a Zionist fabrica 
tion, designed to shield Israel from criti- 
cism and smear those who question its 
policies. "The Holocaust", he contends, is 
in effect the Zionist account of *the Nazi 
holocaust”. | 

It is fortunate that Mr Finkelstein quali- 
fies this section of his chapter as “specula- 
tion”, for it is offensive to most Jews, not 
just Zionist ones, and largely wrong. Of 
course there are Zionists who shamefully 
exploit the crimes committed against Jews 
to justify the crimes that Israel commits 
against its Palestinian minority and others. 
And Mr Finkelstein is perfectly right to ob- 
serve that Germans had no monopoly ofsa- 
dism or genocidal lust. 

Yet the holocaust deserves its definite 
article. What its perpetrators did was not 
unique but why and how they did it was, at 
least in modern times: unlike the inventors 
of any other genocide, the Nazis did not 
parse means and ends. They did not say. 
"We must exterminate the Jews to get their 
land" or “to force them to adopt our way of 
life”. Extermination was its own end, and 
that cannot be said of any of this century’s 
other massacres. 
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Remembrance and repentance 


mented Star of David when viewed from 
a certain angle. 

The fourth short-listed design comes 
from Jochen Gerz, a Paris-based artist. It 
has 39 light masts, each of them bearing 
the inscription "Why" in a 39 different 
language. The polyglot touch is intended 
to recognise the diverse origins of the Jew- 
ish people killed by the Nazis. Mr Gerz 
has also proposed a visitors’ centre where 
people could proffer their answers to the — 
question posed by his work. 

The designs have provoked varying 
degrees of approval and criticism. There 
are those, for example, who fear that Mr 
Gerz’s question would invite banal re- 
sponses. Others believe that Mr. 
Serra’s and Mr Eisenman’s col- 
umns would be vulnerable to 
- vandalism. Intellectual critics are 
~~ unsettled by the very idea of such 
-a huge memorial. In an open let- 
| -ter to Helmut Kohl, 19 of them, 
led by Günter Grass and Marion, 
. Countess Donhoff, warned the 
a chancellor about the risks of cre- 

, ating an abstract installation of 
oppressive dimensions. The ho- 
* Jocaust, they argue, might per- 
haps be too horrific to be 
summed up by a ee 

memorial. 
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Mancur Olson 


N THE early 1950s, when trav- 

elling in Europe, Mancur 
Olson was puzzled why West 
Germany was blossoming eco- 
nomically, while Britain was 
floundering. Germany had lost 
the second world war, while 
Britain was a victor. The two 
countries were similar in many 
important ways. Why, then, the 
difference in performance? 

A decade later, in 1965, Mr 
Olson took his first step towards 
an answer. In “The Logic of Col- 
lective Action”, the book that has 
come to be regarded as his most 
important contribution to eco- 
nomics, he examined the incen- 
tives that lead people to band to- 
gether and collude for ad- 
vantage. Five motor-car 
companies could be induced to 
form a cartel or a lobbying group 
fairly easily, since each would 
reap a fifth of any gains from 
price increases or government 
subsidies. But organising 5m 
drivers to fight back was a hard 
task, because each driver could 
hope for a free ride on the efforts 
of the others, and none had 
much to gain personally by join- 
ing the group. 

The conclusion was striking. 
Narrow, self-serving groups had 
an inherent, though not insu- 
perable, advantage over broad 
ones that worry about the well- 
being of society as a whole. How 
might that insight explain the fate of nations? In 1982, in "The 
Rise and Decline of Nations", he offered an answer. 

In any human society, he said, parochial cartels and lobbies 
tend to accumulate over time, until they begin to sap a country's 
economic vitality. A war or some other catastrophe sweeps away 
the choking undergrowth of pressure groups. This had hap- 
pened in Germany and Japan, but not in Britain, which, al- 
though physically damaged in the war, had retained many of its 
old institutions. Surely there was some less cataclysmic route to 
renewal? Yes, said Mr Olson, a nation's people could beat back 
the armies of parochialism, but only if the danger were recog- 
nised and reforms embraced. Make these points to a student of 
economics or politics today and he or she will say, "Of course." 
But the ideas were obvious only after Mr Olson made them so. 


From the prairies 


Mancur Olson was born in the farming state of North Dakota. 
His father, who seems to have been an intellectual but without 
much formal education, grew the hard red spring wheat of the 
northern prairies. Mancur (pronounced with a soft “c”) is a local 
name of uncertain origin. Mr Olson guessed it came from 
mansour, an Arabic word for "victorious", although how it ar- 
rived in the Red River Valley where he lived is a puzzle he never 





Mancur Lloyd Olson, scourge of special 
interests, died on February 19th, aged 66 


solved. He went to a local sec- 
ondary school of 49 pupils, then 
via the state university to a 
Rhodes scholarship at Oxford, a 
Harvard doctorate and eventu- 
ally to Maryland University, 
where he spent most of his ca- 
reer. He considered at one time 
going into politics (and he spent 
two years in Washington work- 
ing for the government), but it 
was the theoretical lattices of 
economics that claimed him. 

In his 1982 book, he brought 
politics and economics together. 
As parochial lobbies form, he 
said, each gains, then fiercely de- 
fends, some benefit for its mem- 
bers, usually with government 
help. Subsidies, trade protec- 
tions and other economic dis- 
tortions accumulate, and re- 
sources increasingly flow to a 
specialised class of lawyers, bu- 
reaucrats and lobbyists who 
know how to work the system. 
Redistributive struggles displace 
productive ones. The result, if 
medicine is not taken, is a pat- 
tern of economic decline. 

In his later years, it was to 
"medicine" that Mr Olson 
turned. He emphasised the im- 
portance of sound institutions 
and sensible policies in improv- 
ing the lot of poorer nations, 
many of which rotted from the 
entrenched depredations of a 
self-serving governing class. Safe 
property rights, secure contracts and sensible economic policies 
make all the difference between wealth and poverty, he said. In- 
deed, they go much further than capital stock, natural resources, 
education, or the other usual suspects of textbook economics, 
towards explaining why a worker's productivity rises so aston- 
ishingly when he merely crosses the political boundary between 
Mexico and the United States. Mr Olson's passion on this point 
led him to establish, in 1990, a centre devoted to helping post- 
communist and developing economies find their way. Word of 
his death first reached th:s newspaper by way of an e-mail from 
Armenia. 

Had he lived, his theory of collective action might well have 
won him a Nobel prize in economics, though not a wholly un- 
controversial one. Some economists viewed him as a one-idea 
thinker—and worse, they whispered, his idea had reverberated 
less loudly within economics than outside of it; for example, in 
political science. The charge would not have troubled Mr Olson 
fora moment. He was as disdainful of parochialism in the life of 
the mind as in the life of a nation. *Look for a problem that is 
interesting and important—never mind how it is classified— 
and tackle it,” he once said, in the prairie-flat cadences that 
stayed with him all his life. "That is my advice to Mancur Olson, 
and that is my advice to everyone else." 





ee 








ere E itn 


THE ECONOMIST MARCH 7TH 1998 


107 








MBA is also the most po ve 





; are based. on real-life assignments | anda | 
| major strategic consultancy project. Small 
class sizes, faculty who are ali experienced 





isinesspecple, an international participant 
fix and a strong focus on personal 


development add up to a powerful 
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d chance ~ talk to Ashridge. 


| i Doris Boyle or jane Tobin 
| Telephone: +44 (0) 1442 841143 
| ^ Facsimile: +44 ( 0)1 442 841144 
email dors boyle@ashridge org.uk 
internet: http /Ivesew.ashri idge. OF rg uk 


Quoting Reference: T26/1/98 
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It’s no accident that the most practical 






















paration for the challenge of leadership. 
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in Finance 





-London Business School's Masters in Finance is a 


i specialist programme designed for people pursuing a 





successful career in finance. Ir can be completed in nine 
months of full-time study or in two years of part-time 
(mainly evening) attendance at the School. 

“The Masters in Finance is rigorous, practical 


and career-oriented, and is taught by the School's 


' internationally-renowned finance faculty. To find out more, 


come to one of our information sessions below: 


Please tick the box if you wish to attend an information session 
London - Monday 9 March at 6. 15pm | 
London Business School, Sussex Place, NWi 


Hong Kong - Monday 16 March at 7. 00pm | 
Mandarin Oriental Hotel, 5 Connaught Road 


Singapore - Tuesday 17 March at 6.15pm E: 


Raffles Hotel, 1 Beach Road 
Tokyo - Thursday 19 March at 7.00pm 
Keio Plaza Inter-Continental, 2-1 Nishi-Shinjuku, 2-chome 
London - Tuesday 21 April at 6.15pm 
London Business School, Sussex Place, NW1 - 


London - Monday 18 May at 6.15pm 
London Business School, Sussex Place, NW1 ^ 





Information about our MBA and Sloan Masters in Management 
will also be available at all sessions, 


For further information contact: The Finance Programmes Information Office, 
London Business School, Sussex Place, Regent's Park, London NW1 45A, UK. 
Telephone: +44 (0)171 706 6840 Fax: +44 (0)171 723 1788 

e-mail: mifinfo&lbs.ac.uk Web site: www.lbs.ac.uk 


Please send me information on the Masters in Finance: full time... part-time Li $ 
If you wish to attend an information session please return the whole advertisement T 

o 
Mr/Ms . First Name ae 


London 
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Postgraduate Studies 


Royal Halloway i is: a College of the inn tni) of London, 
located 20. miles from. Central London near Windsor, Unlike 








numbers to 15-20 to ensure that students gain p 
from academic staff. For 1998/99, the Department is offering - 
6 College Scholarships paying home fees. 
in conjunction with a T eaching Fellowship: contributing. 
[£3 ,000-£5, 000 towards maintenance. - 


e We welcome applications for the Taught 
| Master's degrees in Economics, Financial - 
-| & Industrial Economics and Political 
.| Economy. We also offer MPhil and PhD 

| research degrees. ` 











Enquiries to the Postgraduate Secretary, 
Department of Economics, Royal Holloway, 
University of London, 
ct Egham, Surrey, TW20 OEX 

CE E-mail: pgecon(Qrhbnc.ac.uk 
http:/www.rhbnc.ac.uk/economics! 





LEICESTER UNIVERSITY 
FACULTY OF LAW 





LL.M./M.A. in 


EURDCEBN DOMAIN LAW 





e “AT. Two Year DISTANCE LEARNING Masters offering: 
Sb. Comprehensive and up-to-date course materials 


1 è Residential tuition and an institutional visit to 
: — Brussels/Luxembourg 


+ Assessment by coursework and dissertation t 


€ Core and optional modules leading to the award of a 
specialist degree in either the commercial or employment 
aspects of European Union Law 


€ Opportunities for professionals to combine work with study 


€ Suitable for lawyers and non-lawyers with an interest. in 
Europe 


For full programme details and an application form for October 
1998 contact: 


Susan Thornton, Course Administrator on +44 (0) 116 252 
2346, email: st22@le.ac.uk, fax +44 (0) 116 252 2699, quoting 
reference number: E-E- 398. 
INTERNATIONAL CENTRE FOR MANAGEMENT, 
LAW AND INDUSTRIAL RELATIONS, 
University of Leicester, Leicester LE1 7RH, UK. 
Website: www.le.ac.uk/depts/ic/ 


Promoting excellence in. University teaching and research ME 
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other research departments of Economics, we limit postgraduate | | 
ersonal. attention. 7 of 


These can be held | ie 





















Three intensive weeks at our 
Business Summer School 
will change your views for 
the next thirty years. 





In today's uncertain world, the quality of strategic 
thinking is vital to a company's survival. 




















This summer at Merton College Oxford, there is the 
chance to study the economics which will prepare you forthe — — 
challenges of top manegement. - s 


The impact on jou and your organisation of such key ^ ^ - 
issues as the Euro, changing competition rules and the Asian 
economies will be active ely debated. 

Rigorous and. chal lenging, this intensive course will be run . - 
in. Economics and will be conducted in 





by five leading Fellows. 





mixed discipline, multi -company teams supported by the tight 
tutorial system for which Oxford is renowned. 


The course alse provides you with a rare opportunity, not 
only to learn from, but to meet informally, over 20 guest speakers. 
Amongst them CEO's, politicians and government advisers. 

Fora Prospectus and Application Form contact: 
Jane Read, OUBSS, PO Box 616, Oxford OX1 TULU. Tel: 01865 202007 
or e-ma! oubss.oxford @btinternetcom 





ACCELERATED. ECONOMIC C$ COURSE 6rTH-25:H JULY 1998. 
Applications close: 15th April 1998. 
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Master of Science in 


Energy 
management 


Join one of Europe's leading business schools in an MSc 
program for individuals who wish to pursue a career in 
business development, management and consulting in the 
private and public energy sector. 


H A Nw AS 


A successful executive is 
a successful negotiator 





John F. Kennedy 
School of 


And a master strategist. 
tegi Government 


SPSN is a powerful and fast-paced short 
program which uses top Harvard faculty 
to help experienced executives move to 
new levels of negotiating skill, add strate- 


Strategic Public 
Sector Negotiation 
May 26 - 30, 1998 
gic dimensions to their negotiations, and 
Through this intense, multicultural and challenging program 
you will not only develop an integrative action-oriented 
understanding of the energy sector and energy industry 
players, but will also master the relevant tools and methods 
of strategic analysis and business strategy formulation in 
this setting. Other specíalizations available: 


strengthen their analytic abilines to produce 
successful and lasting agreements. 
Designed for those at the public-private 
interface, each year SPSN gathers distin- 
guished executives from governments, 
corporations, NGOs and international 
organizations — those who must produce zo 

[A Strategy 


ans International Business T 


formal agreements or contracts, structure p Financial Economics 

complex financial transactions, resolve 

disputes, or negotiate within their organi- 3 Marketing 
zations for authority and resources. The 

Naney A. Huntington, Director 

John E. Kennedy School 

of Government 

79 JFK Street, Cambridge, 

MA 02138 USA 

Phone: 617/495-1142 

Fax: 617/496-6241 


nancy huntington(a harvard. edu 


tightly organized session moves from simple 


Graduate Office, P.O. Box 580, N-1301 Sandvika, Norway 
Phone: «47 67 57 05 00, Fax: «47 67 5705 41 
E-mail: audun.blokkumQGbi.no http://www.bi.no 


Norwegian School of Management BI 


negotation exercises to complex strategic 
multi-party agreements. The actual 
negotiation exercises and role plays help 
executives internalize the tactical skills 
needed to produce successful agreements 
with continuing value and cooperation, 
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WORLD CLASS 


The Universiteit van Amsterdam (The 
Netherlands) is offering a world class one-year 
Master Program in International Finance, 
developed in leading 
international financial institutions and focusing 
on international banking and emerging 
markets. This highly innovative and prestigious 
program combines professional and academic 
excellence, granting participants direct access to 
financial skills not easily acquired elsewhere. 


cooperation with 


INTERNATIONAL INTERNSHIP 
The Master in International Finance offers 
specialized training and practical experience. 
The courses combine theory with practical 
cases and exercises, usually in a team setting. 
The final project in the Program consists of a 


thesis, which is to be based on an internship in 
International Banking or Emerging Markets 
Finance. 


INTERNATIONAL FACULTY 
The Master in International Finance is taught in 
English by an internationally diverse and 
renowned Faculty. Visiting professors. and 
professionals from leading international 
financial institutions play an active role in the 
curriculum. 


FELLOWSHIPS 
Participants are expected to have clear ambition 
and potential to work in the International 
Finance field, with a focus on newer and still 
maturing capital markets. They come from a 
wide variety of cultural backgrounds. A limited 


number of fellowships will be offered to 
outstanding students from emerging markets. 
If you are interested in excellent training and a 
career in International Finance, we shall be 
pleased to send you the information brochure 
and an application form. The application 
deadline is May 1, 1998. 


INFORMATION 
Universiteit van Amsterdam 
Master Program in International Finance 
atin: Mr. Wichard Bieze 
Roetersstraat 11 
1018 WB Amsterdam, The Netherlands 
Tel +31-20-525.4764 
Fax +31-20-525.4333 
Email MIFGfee.uva.nl 
Internet bitp://www.fee.uvanl/mif 


UvA REJ DE UNIVERSITEIT VAN AMSTERDAM. 
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J jap Open Univesity Britain's 
dq rgest University. Our award-winning multimedia 
pue " materials meet the learning needs of busy managers, and 

are supported by over 750 qualified tutors offering 
, personal and group support as well as individual feedback 
^on your assignments. Network with other managers at 
informal study groups, residential schools and on-line. 
M Over 20,000 managers a year choose OUBS - to find 
out why this is the most popular MBA programme in 
a Europes visit our Website. 


http: / p open. ac.uk 


UNIVERSITY OF LONDON 
_WYE COLLEGE 


A | Our one-year MSc programmes offer theory, 
.| skills and international perspectives in: 
-. @ Applied Environmental Economics 
+ Food Industry Management and Marketing 
¢ International Food Marketing 
+ Agribusiness Management 
+è Agricultural Economics (with specialism in 
development and policy) 


For students requiring pre-requisite training, the MSc must be 
preceded by the Diploma in Agricultural Development. 


Programmes are also available by Distance Learning and/or 
Mixed Study Mode (partly at Wye, partly distance learning). 


Find up-to-date information on our worldwide web pages 


-| at Altp://www.wye.ac.uk/ or request our postgraduate 


i _ prospectus (quoting *econl") from our Registry at: 


E Ww. y College, University of London, ids Ashford, K Kent, 


- Amsterda J 
» Institute « of f Finance 


Upcoming Courses ; 1998. 


Advanced Corporate Finance | | j x 
- Financial Innovation ea g {March 30- April 3) o 


Portfolio Management | | 
- Fixed Income Investment (May 5-8) 
- Real Estate Investment ————— (May 18 -19) 
Banking and Risk Management. Ems 
in Emerging Markets a | que 2- .5) A 
Advanced Valuation Topics i 
- Valuing Commerc al Banks. "a (June 10- T l e, 
- Real Options Ea . . . — (une 12- 13) 
Project Finance - l i (june 15-19) 
Asset Securitisation | m (june 22-24) 
Measuring and implementing oes 
Economic Value Added © (Aug. 31 -Sept. 2). 
Foundations of Finance (Sept. 4-25): 


For further information and our detailed brochure, please contact j 
Ms. Katelijn Arnold, Course Manager. ur 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: *31-20-5208555 - fax: *31-20-5208506 - e-mail: info@aif.nl 


THE UNIVERSITY 
^J OF MIHM INGHAM 


Poverty reduetion and | development management : 
bg masters/diploma) | : | 


This new programme, ‘devel oped out of current research and ponapitancy, | 
builds on the ceed i jong. standing international experience. 


Practitioners, policy m , researchers and those seeking to re-focus gj 


their skills will find the programme. deepens ‘their conceptual | 
understanding of poverty reduction and development management in 
the South, and broadens their grasp of best practice across sectors and 
normal disciplinary. dividas. 


The programme is built. around a core of four modules: Urban Poverty 
and Development; Rural Poverty and Development; State and Civil: 
Society at the Millennium and Social Analysis for Poverty Reduction. 
Optional modules may be drawn from a wide ranging pool. 


The programme is just one of a range of post-graduate programmes at. - 
the International Development Department * of the School of Public Policy. 
Others include-MSc/Dip Programmes in Rural Development; Public 
Economic Management; seii iid) Finance; Development 
Administration; Public. Economic Management; Local Government 
Management, and an MBA in Public Service (International Stream). 


Details and application forms from: i 
Debra Beard, Graduate Admissions Office, Room B, international 
Development Department * (formerly known as DAG), School of Public. 
Policy, Birmingham, University, Edgbaston, Birmingham, B15 ayy, UK, 
Tel: (44) 121-414-5034, Fax: (44) 121-414-5032, 6+ 


eo DA Grove @bham. ac.uk. Web page at: http: NNW, voham 


DevAdmin/ 
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SCHOOL. 


SCHOLARSHIPS 
CARDIFF BUSINESS SCHOOL 
(University of Wales Cardiff) 
n International Economics, Banking and Finance 


MSc Financial Economics. 
MSc Applied Economics 


MSc i 


The Cardiff Business School invites applications for the above.12 month full-time 
courses beginning September 1998. The School is also able to offer three full-time 
scholarships awarded by the Economic and Social Research Council (ESRC), the 
Welsh Development Agency (WBA), and the Jean Rich Foundation LIRF) for the 
MSc in International Economics, Banking and Finance The ESRC and WDA 
awards cover fees and maintenance and the IRF award covers fees only. The 
ESRC and JRF awards are open to UK applicants. The WDA award is open to all 
EU applicants. 


Cardiff is one of Britain's leading research universities following an outstanding 
performance in the recent Research Assessment Exercise reviewing the quality of 


research in 102 universities The Business School, the largest department in the 


University, is acknowledged as one of the strongest business schools in Britain. Its 


| grade 5 ranking places it sixth out of 100 university business schools and 
management centres which were assessed as part of the review. 


ud p for the studentships should have or expect io secure a first or upper- 
second honours degree in Economics, Banking, or Finance. The closing date for 
f applications for the scholarships is Friday 24 April 1998, 


"urther details and application forms can be obtained from Prafessor Kent 


EU, UK, or visit our Web site www cf. ac. ukAwwe/carbs/pg/mse . himi 


Excellingan Research and Teaching 


€ 


D AMBA on ited Degree. 
@An intensiv ive nine month bilingual program (French Engish) 


® The leading School in Political Science and Economics, 
founded i m1874. 


* Adi sti ingui is ed internati onal faculty. 





e en urban ¢ ca T "n in the heart of Paris. 


TANCE - Tal +433 145 4487 43-Fax: 49 





Matthews, Cardiff Business Scheol, Aberconway Building. Colum Drive, Cardiff 


3445 44 88 92 
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ROTTERDAM SCHOOL OF MANAGEMENT 


The Rotterdam School of Management, the renowned business school 2 
of Erasmus University, is consistently ranked among the European 
top five. The Economist's “Which MBA?" described the RSM as anas: 


vative, interesting and friendly. 


The 


orl 


in your 


lass 


The Rotterdam School of Management's MBA (General Management) and 
MBA/MBI (plus Information Technology} bring together participants from 
4% countries for intensive 18 months English language 
approach to management. 








an "hands-on? 


if you are interested in an MBA program which offers you the unique 
possibility to work and study with students from all aver the world, you 
will find the Rotrerdam School of Management an excellent choice. 


Sa Se TZ Yra RN 


RSM <4 


foierfxi: Ke heot ad Mas fiajte HCAS 
Eresma Gracias Wehnniqsi 


Please send me more information on the fall-time MBA 
Programs of the Rotterdam School of Management 


Bysed teas 


Name Mr./ Ms. 


. . P.O. Box 1738, 1000 DR 


Address Rotterdam, The Netherlands 


o CY EAN ce ne n 





Fax: + St. (O} 19. 45219509. 
City, Post Fasi 
ds Y Postal code |, emm email ^Orsmáidac rsen Ab 
i internet: - 
tountty — XR D ecu BSR bapi / wwwaxsm.eurail/rsm 





NESBA 


FHE ASSOCIATE INSTIPLTE OF 
THE UNIVERSIEY OF ERADEORD, UR 


A NIMBAS-Bradford 
MBA degree is a powerful 
boost for your business career 


NIMBAS, as the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


ONE-YEAR FULL-TIME MBA 


In Utrecht, the Netherlands and Aachen, Germany 


TWO-YEAR PART-TIME MBA 


NIMBAS also offers this part-time MBA programme in 
cooperation with the Bundesstadt Bonn, in Bonn, and in 
cooperation with the Fachhochschule Mainz, in Mainz, Germany 


TWO-YEAR EXECUTIVE MBA 


Seven intensive study sessions in the Netherlands, the UK, Germany and France 
NIMBAS is AMBA (London) accredited 


NIMBAS 


GRADL ATE SCHOOL GF MANAGEMEN 


NEATIBAS. Nieuwegracht 6. 312 EP 


^ 1 FZSE 
F } 


Lelephiesie: tif POSU 230 30 5S0 EN? RS 


Phone *31 (0)10 4081936 / 2768 
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"GMAT 7 TT. 
Taking the GMAT 
or GRE? 
We CAN help! 
I letails from GTAC Associates 


EEPOST, London W5 4BR A 
m Tel: 0181-993 3983 









Learn computer skills by video! | |4 

We warehouse hundreds of titles inch: — | 

Windows, DOS, Word Processing, IBM, 

Apple/Macintosh, dBase Il, Lotus, CAD, 
Internet, Networking, JAVA, C, Ct, 

PASCAL, Visual Basic. UNIX... 

Total Marketing Services, Dept. 118611, 

400 Morris Avenue, Long Branch, — 
New jersey 07740 USA, ` 

Tef: 1-800-262-3822 ext. 118611 

& 1-732-229-0608 ext. 118677, . 
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7 bersonalizec d effective, courses 





School of Management 
E THE CRAN FIELD MBA : 
| MOR E 'H AN A wW Ka do you look for in an MBA programme? Mature students from. a wide cross-section of industries and 


professions? A teaching faculty that is rated ‘excellent? A school that is ranked amongst Europe's best? 
ER e ^? alumni body of 4,000 working in more than 80 countries? A choice of 78 electives? A course that puts 
D Ic o N: the er mphasis on developing you as an individual and a team m player? If the answer is yes, then the Cranficld 


MBA is for you. 


IF you have a degree or professional qualification and at Least three years’ work experience, find out more Fo 
about our one-year full-time or two-year part-time programmes by contacting Maureen Williams for more | 


information or a brochure: C ranfield School of Management, C vanfield, Bedford, England MK43 OAL, 
Tel: +44 (05 1234 751122. Fax: +44 (051 234 752439, 


Email: m.williamsütcranfeld ac.uk Internet: hiep: //www.cranfield.acuk /som ` 









in IRELAND, in the USA, 
án JAP AN, in BE LC SUL PASE = 


DUTCH 
in BELGIUM 


CERAN LINGUA 
Avenue du Chatesu. 224 
B-4900 SPA (RELGHIM: 
Tel: 432-8779 1E 22 
Fux c 6321-87-79 01 88 





66 HOURS PER WEEK 
IN THE TARGET LANGU- 


Study : 
up to 45 private and/or group lessons 

















. ADULTS trom 19 years 
* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available). 
* JUNIORS trom 11 to 18 years 


ji - FRENCH in BELGIUM 










Since 1973 











and pedagogical actrvities Internel | http www ceram cout 


+ 

















m LSA: Languagene y i UR NTRS 











“ENGLISH in ENGLAND Putting into practice with our teachers : | | “el 1 AT aY SB ] Tef. : dH 9343 23 19 5 
| be Mos bn and eveninit saciocuktural activities P. [Fass Db SR WME Fax: (01934).23 22:94 






m BELGIUM _ | 






! ine year ‘International MBA at ‘Nijenrode near Amsterdam. An initiative taken by multinatio- 


— - ee 
nals to train and nurture top management talent. Meet 60 motivated fellow students from Nyenro de T 


‘ coder More: information: www.hijenrode.nl mba@nijenrode:nl «31 346 291607. THE NETHERLANDS BUSING 
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Home Study Course 






| Complete Your Degree Now! |. 





































mM GA BS, MA, MBA, Ph.D. | A 1Hesson study that 1 
Overlooking the Riviera's most beautifat bay Send resume for no-cost evaluation or fax | See pun tam meee 
AN INTENSIVE AND PLEASURABLE (atera (505) 889 2750 | | —— 
TOTAL IMMERSION PROGRAM © ^ —— 8400 Uptown Blvd. NE | | Write: Henry George Institute, 1 
87^ hrs a day with 2 meals. — 8 levels : Beg. E to: Adv. ji -— Unek ir i 30th Street, New York NY 10016, WA 


ACCOMMODATION IN PRIVATE APARTMENTS. 
Next 2-4 week course starts 30 March, 4 May and ali year 
06230 Villefranche/Mer ECT, France, Tel 493 01 88 44 Fax 493. 36 92 17 


yerga, New Merio 87170USA | gawe Web! Http /Awww heneyge orge org | 


LaSalle University offers a variety of 
distance education programs in: 






| Residential Danes 
| « English in England | for company personnel 
« French in France Ne | 






* Arts & Sciences* Business ° Education 
* Engineering & Computer Science 









full-time 










+ Italian in Italy 

* Portuguese in Portugal 

e Swedish in Sweden cultural input 

« Russian in Russia p airport pick-up 

e Japanese, Chinese, Korean Villa Sperata excursions j 
and ali other languages available i in London or Lancashire or residentially near Winchester. 3 


. RICHARD LEWIS hip /www.crossculture.com i 


i TD COMMUNICATIONS info@cressculture.com | 
| At diver Hue, Warford ampal $032 AH i Hi ite. 1962771111 


. German in Germany k pison Call For More Information 
Eai Rivertown private room (504)626-8904 





laundry - 
- qualified teachers 






Fax (504)624-2962 

LaSalle Education Corporation 
620 Lotus Dr.* Dept. 136* Mandeville, LA 70470-4000 
Visit our website! www.distance.edu 


PRESTON 


UNIVERSITY 


Cheyenne, Wyoming, USA 


BBA. MBA, MS, PhD 
Distance Learning 


Business Administration * Computer Science * Education 

On campus programs available in Cheyenne, Wyoming and 
at 22 affiliated centers worldwide. 

| Preston University, Dept. EC398. 

1204 Airport Parkway * Cheyenne, WY 82001 * USA 

Tel: + 1 (307) 634 1440 * Fax: + 1 (307) 634 3091 . 

Email: preston@wyoming.com * www.wyoming.com/~Preston 






























44444-1962 771355 
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| HARVARD UNIVERSITY WORKSHOP 
| (P ATIZATION, REGULATORY REFORM 
— ^^«€& CORPORATE GOVERNANCE 
June 29 - July 18, 1398, Cambridge, Massachusetts, USA 
*Privatization of Natural Monopolies 
- Regulation: Structure and Methods 
“Deregulation anc Competition Policy 
«Mass Privatization in Transition Economies 
*Recent Privatizations in Developing/ed Countries 
*Post Privatization Corporate Governance 
*Sector Case Studies 
























Fax: (617) 495-1239 
Tel: (617) 495-3482 
Email: pep@hiid.harvard.edu 


Harvard institute for inteatadional Development 
One Eliot Street, Cambridge, MA 021 38, USA, Attn; Mike. Hricz 


m ELCHE HARVARD EDUITRA N 


HARVARD UNIVERSI = > 


EXECUTIVE PROGRAMON 


MACROECONOMIC > POLICY AND MANAGEMENT 
22 LUN 31, 1998. f 
















MASTER’ S DEGREE PROGRAMME IN 
EUROPEAN ECONOMIC AND PUBLIC 
AFFAIRS 


The Centre for European Economic and Public Affairs (CEEPA) 
at University College Dublin offers a Master's programme 
dealing with the European Union. The programme is 
interdisciplinary (Economics, Business Administration, Political 
Science and Law), has a strong policy orientation and 
includes study visits to Brussels and Florence. 

For further information and application forms contact: 

The Director, Centre for European Economic and Public: 
Affairs, (Ref: EU98), University College Dublin, — | 
Belfield, Dublin 4, Ireland. Telephone: (+ 353 a 

706 7634. Fax: (« 353 1) 269 2589. 

Email: Dolores. Burke @ucd.ie 


Website Address: hitp/www.ued.ie/~ceepa 3 ae 














Designed for ea ee r 
| issues: in developing and tran: 









E nd finianclal s sector interactions 
economic performance | 
ibillzation to economic growth 
alts for pot icy Sade | 







T ax iA zt 496 sh | T D ios 493.9779 
GE Mail: macteach@ hid harvard edu 
| www. biid: harvard. edültraining 















BacHELORS-MasrERs-PH.D. 


Credit for work experience * No classroom 
attendance * Accelerated degree programs 
Send Resume for no cost evaluation. 


ashington University 


PO Box 1138 Bryn Mawr, PA 19010 
Fax: 610-527-1008 » E-mail: washunn@op. net 










2 Good Distance Learning 
MBAs are hard to find. 


Mail fora guide to the best, | 
wherever you are. 



















The Durham MBA Disiarice Learning Programme i is one of Britain’s most highly 

regarded International MBA courses and is one of three AMBA accredited 

study options, including Full-Time and Part-Time. p 

If you would like to develop: into-one of the world's 

best manage appi y Tei your brochure today. ; 

A : Investing i in excellence in teaching and research 

Durham University Busi Ness School, Admait 436, Milf Hil Lane, Durham DH1 32Z 
“Telephone: 0191-487 1422. Facsimile: 0191 374 2389. e-mail: MBA.DL Gdurham.ac uk 


«Swiss & US Md 







“MSc i in | Management Development helor’s Dee 
and Social Responsibility Bachelor's Degree 
F anagers in the private, public and voluntary sectors." eMBA, MS, MA 


Established for nearly 10 years. « Paid Swiss & US ncs 
As well as a strong emphasis on management process, key themes include: 
«| * Organisational change in social, political and environmental context 
| 2 Managing power and diversity 
|: * Managing across boundaries 
Values, social responsibility and organisational ethics in management. 
xtudy involves 16 monthly visits of 2/4 days over two years. 




















UNIVERSITY DEGREE 
For Life, Academic & Work Experience — 


Degrees for people who want to be more effective. 
and secure in their jobs or professions. - 


Eam your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your ae your s bud deis experience. caleg equivalent sred its are : 
given for your ary, company ng 
position with a | courses, seminars and business experience. 
legal degree We accept college credits no matter when taken. 


and Our graduates are recognized for their achievements in business and] | 
transcripts industry. We will assist you in completing your degree recuirements {f 
at your own pace through home study. E 


"As you know Send/tax detailed resume for a NO COST evaluation. 


Contact: Sarah Harding * School for Policy Studies * Rodney Lodge 
Grange Road * Bristol BSB: 4EA * Tel 0117 974 1117 * Fax: 0117 973 7308 


Y Sps University of Bristol * School for Policy Studies 
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MONTICELLO ` 
UNIVERSITY & 


Excellence in Accredited 







- Pep up your people with a 
'"  superlecture by Basil 














. Venitis, the hottest trader Distance Learning jos aaa Pacific Western University 
| and prophet BA, MA, MBA, PhD, JD 7. ii e ; 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
: : pital 1-(808) 597-1909 
TEL: 30-1-9840422 www.monticello.edu degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
: 913-661-0077 doors." Fax: (310) 471-6456 E-Mail: admissions pwu.com. 





FAX: 30-1-9881984 





http-/www.pwu-hi.edu 











APPOINTMENTS 














EXECUTIVES, JOB HUNTING IN ASIA? 


Contemplating a career search into, within or out of Asia? We can help} 
you find a more rewarding position now! Take your first step towards a 
brand new future by contacting us for free info. 
Career Path Asia 
35th FI. Room A, 1249/12 Gems Tower, Charoen Krung Rd, Bangkok, Thailand. 
Tel. (662)2674685 Fax. 2674688 Message Centre: 2674686 
Email: iai e loxinfo oth 





r| Heri ot -Watt University. 


xd — 

"SCHOOL OF MANAGEMENT 
utens IN FINANCE aer: save 
LECTURESHIP IN ECONOMICS ner: age 


This large and developing School invites applicants from any 
area interest within Finance or Economics. For the 
Economics post, candidates from the macroeconomics, 
public finance or environmental economics fields would be 
particularly welcomed. Both appointees will have a strong 
research record or potential for research and will teach on 
both the School undergraduate and postgraduate 
programmes. Salary will be in the range: £16,045 — £27,985. 


Informal enquiries to Prof I Hirst (Finance) tel: 0131 451 3555 
or Prof M Schaffer (Ecenomics) e-mail: M.E. Schaffer@hw.ac.uk ; 
For full details please contact the Personnel Office, - 
Heriot-Watt University, Edinburgh, EH14 4AS quoting the 

appropriate reference. Closing date: 20 March 1998. : 

















Director of Programs for Latin America and the Caribbean 








The National Democratic Institute for International Affairs (NDI), a nonprofit, 
nongovernmental democratic development institute, seeks a person with substantial 
managerial skills and regional experience to serve as the [nstitute's Director of Programs 
for Latin America and the Caribbean. NDI works with democrats in every region of the 
world to build political and civic organizations, safeguard elections and promote 
openness and accountability in government. 









The director oversees all aspects of NDI's programs in Latin America and the Caribbean, 
managing personnel in Washington, DC, and in four field offices in the region. 
Candidates should have significant practical experience in political development; 
excellent analytical, oral and written communication skills in both Spanish and English; 
and recognized knowledge of and contacts in the region. 







A full job description is posted on NDI s Internet homepage at www.ndi.org. 





p ir ades should fax a cover letter and curriculum vitae along with at least 
E three sibisalureiin to. (202) 939-3: 166, attention. of Sharon White. 








JOMIST MARCH 7TH 1998 
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: | Economic M odel lers - 
| €35, 000 - Birmingham. | 2 i 
M you enjoy the challenge « of exploring possibilities and developing, using and maintaining complex 
» models, this i is. the opportunity you' ve been waiting. for. 


and efficient services are provided at all times. 


| Quality of training ` and í evelopment has alway 
| ` Competition för places with us is bour 


] For more details and an app 
ee | | Court, New Street | Basingst ake, ‘Hampshire RG21 7JB, or telephone 01256 468551 (24 hours) 
sor fax 01256 383786/383787. Internet: http://www.rasnet.co.uk/ | 


The Office of Electricity Regulation - the independent body reguliting the electricity supply 

| industry = ~is. looking for an Economic Modeller to become a member of the team leading the 

E OFFER/DTI review of. trading arrangements. Some of y your key tasks will be the briefing of senior 
managers. and occasionally. representing OFFER at meetings. Once the initial phase of our task is 
| complete you'll be expected to maintain and further. refine. models: developed during the review. 


| Your. capabilities should include the incorporation of very detailed simulations of bidding, scheduling 
and price-setting mechanisms. into computer models. And you'll need to develop, use and maintain 
models « of alternative trading arrangements in England and Wales using a variety of techniques. 


More general analytical support may also be required, so familiarity with database techniques for 


handling large data volumes will be an advantage. Knowledge of linear programming or constrained 
Lagrangian optimisation is also likely to be helpful, as is experience of building spreadsheet models. 
Additionally, you should be familiar with Excel and linear programming packages. Your degree 
should be in economics and éxperience in quantitative analysis is essential. 


This is a fixed term appointment of an initial three year period, with the possibility of extension 


or permanency. Please quote reference B3642. 


Economists 
£14,000 - £20,000 - Birmingham and Glasgow 


You'll start your career in a department with a real job: part of a team that briefs senior managers, 


taking part in policy making and generally putting your knowledge of economics into practice. 
_ OFFER is an independent body that regulates the electricity supply industry. We exist to protect 


customers and promote fair competition amongst electricity companies, ensuring that ethical 








been on one : of OFFER's great attractions. ! 
to be intense. To qualify, you'll need to have or to be 
r second class honours degree in economics, an interest 






confidently anticipa im ja t 


E in and understanding of competition. legislation would be useful. Strong. powers. of analysis and 
MS excellent communication skills are essential, and a further degree would be valuable. 





ae "Starting salaries range from £ 4,000 - £20,0 0, and will reflect any additional qualifications 
CU of experience you. may have. From then oni increases swil be linked to your performance. Please 
| quote reference B3641. i | 7 a 


li ation form (to be returned by xxx), write to Capita RAS, Innovation 





ENTER N 
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The following four themes constitute the research programme: 


` A. Primary Processes 
- B. Marketing and Networks 


internationalization of the University of Groningen (The Netherlands): 







< The PhD project lasts 4 and postdoc project 2 years. 





| For detailed information you may contact the supervisors. 


1. vacancy number 980039 -- 
Title: A (game)theoretical and empirical T of dynamic competitive 
reaction strategies and consumer response functions; towards an inte- 
grated approach. 
Description: Preliminary empirical research indicates an overreaction of 
marketing managers to each other's promotional activities. One of the 
aims of the project is to get a better insight into the competitive reaction 
. behavior of the marketing manager by studying motives, goals, market 
structure and consumer response functions. 
From economic theory optimal reaction strategy models will be 
developed based on game-theory (difference/differential games) and 
optimal (fuzzy) control theory. The models will be estimated and tested 
by using scanner-data. 
Requirements: | 
— The candidate has a master's degree in econometrics or economics with a 
strong interest in quantitative methods. 
Condition: The PhD scholarship is granted for a full four-year period in 
which the candidate will participate in the above mentioned project, 
leading to a doctoral dissertation (PhD thesis). — 
The scholarship of the PhD amounts to DAL 2.500.- a month. 
Information: 
Prof. Dr. P.Kooreman, phone +31 50 3634533 or 
e-mail < p.kooreman(eco.rug, nl > 
Prof. Dr. P.S.H.Leeflang, phone 431 50 3633696 or 
e-mail < p.s.h.leeflang@eco.rug.nl > 
Dr. P.W.Otter, phone +31 50 3633782 or 
e-mail < p.w.otter@eco.rug.nl > 
Prof. Dr. D.R. Wittink, phone +1 6072554069 or 
e-mail < DRW6QCornell.Edu > 
Applications in the form of a letter, enclosing a curriculum vitae, should 
be sent to Dr. E. Schoorl, Director of Graduate Studies, Research School 
SOM, P.O. BOX 800 9700 AV Groningen, The Netherlands, Bee 191 
. 503634527 or e-mail € E.Schoorlbdk.rug.nl: >, ay 
E the aus date for moe will be. p ls. 1998. 












" RESEARCH SCHOOL 
"SYSTEMS, ORGANIZATION & 


otis ong SOM iid occupy. positions at universities in the Netherlands and sicud à at ministries, 
anizations as well as in business. SOM's PhD education programme consists of a number of courses taught by the 
professors, and also enables PhD candidates to participate in the courses offered by the various national networks of PhD training. 
research programme of the school is executed by research fellows from the three departments’ tenured staff, b 


The following PhD candidate position and postdoc position are offered for Non-Dutch applicants in the Ubbo Emmius = programme of 


A (game) theoretical and empirical analysis of dynamic competitive reaction strategies and consumer response functions; —T an integrated approach iD proe 
2. Modelling change: Agent-based computational economics (postdoc project). 


_ A brief description of these and other projects and the required profile of the candidates is available on the i intemetpage of SOM M (p/w bday nl/SO A A 


2. vacancy number 980040... 


Requirements: — 


‘P.O.Box 72, 9700 AB Groningen, The Netherlands. The ea date fo 













sii institutes ind cece 
culty of the three departments and TE visting 





= professors and by postdocs: 


C. Economic and. Finaiéial Environment. - 
D. Demographic and Geographic Environment. 
















































Title: Modelling change: Agent-based istud economics. 


Description: ‘Modelling change’ is an integrative research project aimed: : 
at the development of innovative models to describe, explain and forecast 2 
the complex processes of change that characterize today's economies and | 
societies. The research is a. concerted effort of the three partners (faculties) 
in SOM. | 
Task: 
Study and design of evolutionary models of economic and demographic 
change with a focus on models that describe structural changes asa result 
of (i) life events experienced by actors (persons, firms, institutions) and fa 
interactions between actors operating in a multi-level context. Model 
development will be guided by innovative theories of behavior. 
Interact with SOM fellows and. provide training in evolutionary/ dynamic 
models, through workshops and seminars, The postdoc will be located in 
the demography group: y whichi is a this research. | | 


PhD, preferably in. economics, with extensive oe a economie | 
theory and expertise in statistics/ econometrics/ quantitative modelling i in 
behavioral sciences, preferably with experience in evolutionary modelling 
of change. | | 

Eagerness and ability to work i in a multidisciplinary team. 

Condition: The postdoc | position is offered for a full two-year period. 
The salary is according to university standards and will, depening upon | 
the experience of the candidate, amount from DA. 3.911,- to a maximum : 
of DA. 7.250,- a month. - 

Information: 

Prof, Dr. FJ. Willekens, phone +31-50-3633907 or 

e-mail € fj.willekens@frw.rug.nl > Prof. Dr. M. Wedel, 

phone +31-50-3633735 or e-mail < m.wedel@eco.rug.ni > 

Dr. R. Jorna, phone +31-50-3633625 / 3633864 or 

e-mail € rj,j.mjorna@bdk.rug.nl > 

Applications in the form of a letter, enclosing a curriculum vitae, should 
be sent to the Head of Personnel Department, University of Groningen, : 


appieno will be April: Ast, 1998. 









ist Postdoctoral Research | 





Traiming Fellowships in Population Studies 


The Wellcome Trust offers Research Training. Fellowships in areas 
relevant to Population Studies including: demography; epidemiology; 
health. and the environment; health economics; improvement of 
reproductive health in adolescents and adults; reproductive biology 
relevant to contraceptive research and development; safe motherhood, 
infant and child wellbeing; sexual health; social sciences. 


Purpose: To provide postdoctoral basic and social scientists, or medical 
graduates of up to six years’ research experience, with an opportunity 
to become independent research scientists. through high. quality 
fundamental or applied research in population studies. | 


Eligibility: Appl ications may be received from. any country, excluding 
researchers in North America, who are advised to approach agencies in 
their respective countries. 


Tenure: Awards will be offered for a maximum. of four years in a uni- 
versity or medical school setting. These non- -renewable awards are 
intended to provide a period of research training at an internationally 
recognised centre of excellence (in the applicant's country or abroad), 
which may be followed by up to two years’ support (within the four year 
period) at an approved (research) laboratory, which will normally be in 
the applicant's country. Candidates. wishing to conduct their studies in 
one country may request support for a maximum of three years. 


Provisions: Salaries will be paid on the Wellcome Trust scale according 
to age, experience, and the cost of living in the country in which ihe 


candidate will be working. Fellowship support can include T 2 : E : 


for project-dedicated expenses and travel. Where appropriate, 
consideration may be pem to the expense of attending a course 
leading to a recognised qualification in a discipline central to the 
Fellowship research programme. 

Deadlines: Applications will be considered throughout the year and 
at least six months should be allowed between submission of full 
applications and the proposed start date. 


Application Procedure: Candidates are required to make their own 
arrangements with the institutions in which they propose to work and 
written confirmation of these arrangements, including a letter of 
support from a suitable sponsor at the host institution, should be 
forwarded to the Trust. - 


Preliminary application forms and further information about this 
Scheme and the Population Studies Programme are available from: 
The Grants Section (Population Studies) The Wellcome Trust, 
183 Euston Road, London NW1 2BE. Tel: +44 (0)171 611 7236/7284; 
Fax: +44 (0)171 611 7288, 


E-mail: population wellcome.ac.uk. Website: www.wellcome.ac.uk. 


Scientific enquiries may be addressed to Dr. Gunvanti Goding, 
Scientific Officer (PSP), at the same address. 


NB: Applicants may not apply for more than one Trust fellowship 
scheme at any one time. 





The Wellcome Trust is a Registered Charity, No. 210183, and seeks to support research 
in biomedical sciences and the history of medicine by means of gra ants and other activities. 





Wellcome Trust Call for Research 
Proposals in Population Studies 


Applications are invited for project and programme grant support for 
innovative research on issues relating to human population. Proposals 
may address any relevant question, but applications are particularly 
encouraged in the following areas: demography: epidemiology; health and 
the environment; health economics; improvemerit of reproductive health 
in adolescents and adults; reproductive biology relevant: to contraceptive 
research and development; safe motherhood, infant and: child wellbeing. 
sexual health;social sciences. 


Purpose: The Wellcome Trust particularly Sabin to: encourage. proposals 
which establish and develep collaboration between researchers in 
restructuring or less developed countries, and those in internationally 
recognised centres of excellence. Interdisciplinary collaborations between 
demographers, social and environmental scientists, economists and 
biologists. are also encouraged. Applications are also invited for innovative 
research in population studies based in developed countries. Proposals 
may include provision for research training of investigators 
front restructuring and less developed countries. at centres of 
_research excellence. | 


^ Eligibility: Applications may be received. from any “county, excluding 

. researchers in North America, who are advised to approach. agencies in 
o their respective countries, The principal investigator should normally hold 
/ lished Sane in A a medical school or similar resear ch 


org may be considered if the appli cant's 
e: rcl is'ef. Bffistent strength. The authors of the 


proposal are also expected to be the individuals who would actually 


-perform the intended studies. Individuals working in the commercial 


sector are not eligible to apply. 
Tenure and Value: Applications may include full direct project costs (e.g. 


. research assistance, consumables, and equipment], but the Wellcome 
Trust is unable to consider requests for institutional overhead costs. 


Applications will be considered throughout the year. At least six months 
should be allowed between submission of full applications and the 
proposed start date. 


The Wellcome Trust is particularly interested in receiving. applications for 
research projects which would partner programmes of intervention 
supported by other donor organisations. As a research funding 
organisation the Trust is unable to support health care or educational 
interventions per se. It is also unable to provide funds for disbursement 
by other funding agencies. 


Preliminary application forms and further information about this scheme 
and the Population Studies Programme are available from: The Grants 
Section (Population Studies), The Wellcome Trust, 183 Euston Road, 
London NW1 2BE. Tel: +44(0)171 611 7236/7284. 
Fax: +44(0)171 611 7288. E- mat Dopo ion i ac.uk. 
Website: www.welicome.ac.uk. 


Scientific enquiries may be addressed to Dr. Gunvanti Goding, Scientific 
Officer (PSP), at the same address. 














TN LECTURESHIP 
IN ECONOMICS 


A eolications:a are eared " he abore Tes Ahoi 
- applications are invited from all areas of the discipline, 
~ the Department would like to attract candidates, in 
particular, in the area of Applied Microeconomics, with 
good quantitative skills and with a research interest in 
Health Economics, Welfare economics Social Policy 


or related areas. 












Applicants should have a Tem degree in 
Economics (a Ph.D. is considered desirable), bis 


|. good communication skills and demonstrated research 
. Capacity. 
For informal discussion contact Professor Michael Cuddy, 
Tel: 353-91-750324, Fax: 353-91-524130 
E-mail: michael.cuddy @ueg ic 
Qm forms and further information are available from: 
The Personnel Office, 
National University of Ireland, Galway, Ireland. 
Tel: 353-9 1-750360; Fax: 353-91-750523; 
4 E-mail: Personnel @mis.ucg.ie 
1 | Closing date for receipt of 
| completed applications is 
@ «| April 24th, 1998. | 





National University of Ireland, 
Galway is an equal 
“opportunities employer. 











The train of success is departing 
but where's your ticket? 


» At Resume Broadcast International your ticket is but a phone call 

away. Let our expert staff custom tailor your international job search. 
-if you are a 40+ year old senior executive earning $100K+ annually 
-- our services can prove invaluable to you. We are available 24 hours 
.. a day, 7 days a week, so why wait another minute? Contact us at 


i.TeL (909) 866-4213, Fax: (909) 866-4244 or RI f 


| 102224.3306@compuserve.com. 


Resume Broadcast st interational 
PO BOX 2892, Big Bear Lake, California CA92315, USA. - 
Tel: +1 (909) 866 4213,. Fax: +1 (909) 866 4244 





SCOTTISH - 







— EENT OO 


Ins 302224. 3306 Gcompuserve. com. | 


sen fae 






Internationa 





OVERSEAS 







agencies over r thel bs ast t20 years. 









SDO is currently updatihg: and. expanding 
register of international consultants in respoi 
the growing demand for our services an 
world's leading international aid orga 
(EU, World Bank, ADB etc.). | 
















We are seeking hi ghlj qualified consultants wit 
a minimum of 3 years experience in internationa 
donor-funded projects, for both long and short- 
term assignments in Central and Eastern Europe, 
NIS, the Middle East, Africa, Asia and the Far 
East. 













Consultants are required at all levels, including: 
project Managers/Team Leaders and Exper 
Advisers, across a wide range of pepu 
including: | 


Institutional Development 

Industrial and Economic Development. 
Strategy E 

Trade Development 

SME Development 

Foreign Direct Investment Promotion i 
Tourism 

Vocational Training and Rducation 
Infrastructure = 

Energy and Environment 

Information Technology 

Banking and Finance 


Interested candidates should register for project .|. - 
opportunities by sending detailed CVs in EU and |- 
World Bank Formats, with references, preferably e 
by e-mail (saved, if possible, as Word. Tor: 
Windows 6), by fax, or on disk, to: à 


| Scottish Development Overseas . T 
Fax: +44 141 226 5936 e-mail: sdo@scotent.co.u 
Tel: +44 141 226 5909 
















































~ FORESTRY AND CONSERVA 


Call for In ternational Consultants » 





Hm THE UNIVERSITY Of fork 


MSc Environmental Economics: 









LTS international Ltd is a consultancy company specialising | in rural 
development forestry, production forest managemert and conservation. 








Management 








We are now seeking consultants for two long term. positions in Cameroon: 
one participatory natural resource. management. adviser. with team leader 
experience and one community development adviser. Consul tants need a 
minimum of 8 years professional experience. 














We also wish to hear. from consultants with experience in 
natural forest management, forest economics, GIS, forestry training, 
environmental impact assessment, forest certification, protected area 
ptanning ee menpgonrert land use © planning and project management 


by an internationally recognised staff of economists and 


E requirements for the doctoral programme. 
















For Further details contact: 
Dr Piran White, Environment Department, 
: .. University of York, York YO1 5DD. 
Tel: +44 (0)1904 432999 Fax: +44 (0)1904 432998 
E-mail: eeem@york.ac.uk, 


if. interested. in thas long or short term 

- assignments, please send your CV to: 

| . Ben Voysey, LTS International Ltd; Pentlands 
"^" Science Park, Bush Loan, Peniculk, Nr. 
Edinburgh; EH26 OPH UK, Tek: +44: 131 440 

5500, Fax: +44 131 440. 5501, “Email: 

ee demon.co.uk 








The University of York - excellence in teaching and research 


EE — 





DFID is supporting a Sumber of projects in-the health and population sector, in India, which concentrate on health systems 
development, improved reproductive and sexual health and the control of major epidemic diseases, especially TB, malaria and 
HIV/AIDS. These projects disburse about £22 million annually, almost a quarter of DFID's total spend in India. The delivery of 
these funds and supporting technical assistance is handled by two health field management offices, this post is in the larger of these, 
the DFID Health and Population Office (HPO). The institutional development requirements of governmental and non- 
governmental partners are a centrally important role of HPO's work. 

Based in New Delhi, you will form part of the HPO field management team responsible for overseeing the implementation of 
projects agreed with DFID and the Government of India. This will involve: 


. supporting the institutional development of project partners through advising on institutional arrangements for the 
management of DFID financed projects; 

. performing institutional appraisals of project partners and key support organisations; 

e clarifying and agreeing fanding channels with governments in line with project objectives and the needs of project partners. 


In conjunction with DFID economic advisers wees will il develop a programme of work assessing the “value for money” of current and 
proposed DFID activities. 


QUALIFICATIONS 


The position demands a post- graduate qualification | in i eithér management, organisational theory, institutional development, 
economics or a related discipline, or equivalent. practical experience in these areas. It is essential that you have at least 5 years' 
experience of working in health systems in low /middle income countries, preferably India, with. fluency i ina South Asia language, 


ox. 


T 
s: 
se 





a -desirably Hindi, an advantage. Applicants should either be nationals of Member States of the European Economic Area (EEA), or 
a Commonwealth citizens who have an established right of abode and the right to work in the United Kingdom. 

| TERMS OF APPOINTMENT | 
P You will be on contract to the British oven. for 3 years. in service to the Government of India. Salary will be c. £35,000 p.a. 
21 (UK taxable). Additional benefits will normally include variable tax-free allowances, children's education allowances, free 

n 


p accommodation and passages. 
Hm Closing g date for receipt of completed. applications is 27th March 1998. 


ke Riiie and application form, please write to Appointments Officer, Ref No AH304/3/SC /TE, Abesironihie 
Dag 1 Ro m Bast Kilbride, god G7 5 SEA, stating Ref No AH304/3/SC Sealy on your sg or 





See 





A ER, n LO Ki 


Applications are invited for these ESRC-recognised specialist - 
courses offered by the University's Environment Department. = 
The Department offers innovative interdisciplinary training in. s 
the economics and management of the environment supported 


or visit our web site at http://www.york.ac.uk/depts/eeem 


MSc Environmental Economics & Environmental a 


ecologists in purpose-built facilities including science, GIS and. | 
i computer laboratories. All Masters courses satisfy the entry 
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A newly established Research Center in the United Arab | 
is seeking qualified, experienced and energetic personnel for 
the following positions: 


Department 


rog Saran of research-based Mller seminars E 1 


the Guif region. 

The selected: band idate 
higher education qua 
coordination of research activ 
international issues, ful command of Arabic and Engli shi is essential. 


Conference icc 
Must be able to organize 
have excellent public-rel 
The sei lected. candidate 


able to manage al sal | executive dedita works: and provide the head of [ 1 
the Department with essential help; follow-up procedures. and decisions in order € 1 
to ensure their implementation in due time; translate from Arabic into English and f. 1 


vice versa. 


|. The selected candidate will have a B.A. or M.A. in a related field: be multi-skilled, | ] 
proactive and have strong managerial capabilities; computer literate, with Ej 
knowledge of word-processing and e-mail; fluent Arabic and English, both written z 


_ ang spoken. 


The positions offer a competitive compensation package that includes a 
-salary commensurate with qualifications and background. A detailed 
Curriculum Vitae citing background, dias rele experience, education 
and publications should be forwardee 
issue citing position applied for. on envelope to: 


Head of Personne Department P. P. 0, 0. Box 45 4507, ZI Dhabi, UAE | 









: ternational 
E N iversity 


in Germany 





The International University in Germany is the first German university that has adopted the American university sys- 
tern, that teaches all courses in English and that focuses on Information Technology with it various application areas. 
It will be conveniently located in Bruchsal, a small Baroque town, between Heidelberg and the Black Forest. 

Our first trimester will begin in Fall 1998, and we need additional members for our. faculty at all levels of qualification. 


Specifically, we have openings for: 


- Assistant, associate, and full professors in the areas of Computer Science, Information Technology, and Busi- 


ness Administration. 


- Research associates and teaching assistants in the areas of Computer Ereice: Information Technology, and 


Business Administration. 


Teaching at the International University i in Germany emphasizes work in small groups, projects, and close collabor ü- 
tion with industry. Faculty members should be comfortable with this style of education. 

The International University in Germany is an equal opportunity employer. Part-time assignments c can be arranged. 
Contracts range from two years to unlimited, depending on qualification and professional standing. We expect fluent. 
use of English in speaking and writing; knowledge of at least one other language is desirable. Salaries are competi- 


tive, depending on qualification and seniority. 


The International University in Germany can provide assistance in handling the administrational procedures (work 
permit etc.) and in finding accommodation. Limited housing is available on campus. 


o ihan 5 vens a doro late experi ence in 1] 
ties, conferences and seminars on regional and | | 


" university degree, preferably an M.A. with 3 | 
epi and English with good knowledge of E 


ithin one month from the date of | | 








IMPERIAL COLLEGE OF S TENC 
TECHNOLOGY & MEDICIN 


Chair of Strategic Manage 


Management tenable at tear erial C ee end 

















engineering and medicine, Several of its f a dh | j phen , been Nobe 

and over 40 of its current establishment are Fellows ¢ "oyai Socie 
The College's Management School has 150 full-time MBA ie "A lents ¢ 
Executive dei students. t has one eof the la prar est doctoral prt 
















strong in APEERE quantitative fnance and health P d 
Applicants for the Chair in Strategic lanagementshouldpossessan . | 
international reputation within the field both as te t cher and researcher, 
particularly within the international refereed journals. The successful. 
candidate will join an active and growing group within The Manageme 

School which, in itself, is planned to grow by. 25% inthe n 
Potential applicants are asked dto obtain further parti uke rs from Janet J 
Projects Officer, Room 506 Snerfield Building, imperial Col ege of Scienc 
Technology and Medicine, Exhibition Road, London SW7 2AZ, or email: 
janet jones@ic.ac.uk. de 
Closing date: 6 April 1998 

















The college is striving towards Equal Opportunities 














A new type of university 
A new type of education 
A new challenge ... 


Pleas send your CV and professional record to: The President of the International University in Germany, Prof. Dr. |. | 


Heide as E International phos eiie in. ‘Germany, p td 1550, D-70005 Bruchsal. For maner call Dr.. 


5 he International University in EE is thie most exciting and vibrant place in German academia. We need more 
people to share and spread the. excitement. — we need YOU. | 
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d The Center on Budget and Policy 














The Middle East Economic Survey (MEES), a weekly. anda i] 
based in Nicosia, Cyprus, requires a senior oil journalist for a career 
job with excellent prospects. Contacts with the oil industry and 
knowledge of a foreign language (Arabic or French} Noe be a 

distinct advantage | 


Please mail your CV to P.O. Box 4940, 1355 Nicosia, Cyprus, fax | 
it to (357) 2-474988 or e-mail it to mees@spidernet.com. cy. d 











The ESRC Centre for Economic Performance at LSE studies 
the determinants of economic performance at both the level 
of the firm and the economy. It is directed by Prof. Richard 
Layard. it has the following openings; . 

















Appear jra an » EU TMR fellowship (3 years) (ref) E044 
are invited from those who are about to or who have recently 
completed their PhD to undertake independent research in 
the area of foreign direct investment and the multinational 
corporation under the direction of Prof. A. Venables. 
Applications are also invited for fellowships (2 years) (ref 
E045) attached to one of the Centre's programmes on 
Corporate Performance, Human resources/Industrial 
Relations (labour markets) or National and International 
Economic Performance. Postholders will have access to 
tesearch assistance and will in some cases also be asked to 
undertake supervision of junior research staff on other 












| ging Markets Group is looking for a an 
economist who will help to co-ordinate its activities, while 
undertaking a personal research programme. The person 
"ted must have a good MSc, a strong record of research in 
the field.of emerging markets, and experience of interaction with 
policy makers in the field. REF: CEP E046 




















One (E047) to work with Prof. Stephen Machin on intemational 
changes in skill structure, technology and foreign Competition; 
the other (E048) to carry out empirical microeconomic work on 
large-scale British micro-data sources (e.g. LFS, BHPS). Both 
posts require. someone with an excellent first degree in 
economics and preferably an MSc and experience with using 
microeconomic data sources, {for the first post particular at 
ry-level). REF: CEP E047/E048 


APPLICATION: Send. c.v. (6 copies] with names of three 
ferees, headed by the job reference no, and a personal 

tement in support of application to Ms. A. Drayton, 
ntre for Economic Performance, LSE, Houghton 

ndon WC2A 2AE. For posts CEP E044/ E045/ 
S dutine. of research interests and plans plus one 
tec "paper 1 should also be included. Closing date: 

















Further dile v vail ble on www:hitp://cep. ise.ac.uk/ or 
: a large SAE with HoA to Ms Drayton. 


EU-Health Project i in Vietnam 
Urgent! - - 


German Consulting Firm is looking for 
2 experts of EU-member-states: | 
1 Health Economist as Co-Director 
1 Admin. and Management Expert: | 
both with experiences in similar 
projects in S.E.-Asia. 


| | Please contact and send CV a. s. ap. to 
SANIPLAN Fax: 0049-69-5076088 
e-mail: 100645.3400()compuserve. com 












Priorities, a leading non-profit 
research organization in the United | 
States, seeks a senior budget 
specialist for a new new project 
focusing on assisting non- 
government organizations in 
emerging democracies around the 
world in conducting budget and tax 
analysis. See http://www.cbpp.org or 
call 202-408-1080 




















 Associate-Professorship/ 
Senior Lectureship 


Department of Commercial Law 
School of Business & Economics 


Vacancy 947EUK 


The Department is one of seven in the School. Its responsibilities 
include both specialist law teaching for BCom and highly regarded 
postgraduate programmes for both law and commerce graduates. 

The Department currently administers the degrees of Master of 
Taxation Studies and Master of Commercial Law, and participates in 
the Executive Programmes courses of the School. These programmes 
include the Master of Business Administration and the Master of 
International Business. Each programme offers an extensive range of 
papers and research opportunities. 


The Department wishes to strengthen its position in the International 
Business area and seeks applicants who have a background in compara- 
tive business law with a particular interest in Asian business law. 
Applicants must have a strong publishing record and be capable of 
providing academic leadership within their specialisation. Teaching 
experience at a university is essential and experience in teaching grad- 
uate programmes is desirable. Commencing salary will be established 
within the ranges NZ$75,650 - N2$85,650 per annum (Associate- 
Professor) or N2$57,500 - NZ$72,450 per annum (Senior Lecturer). 


Further information and Conditions of Appointment should be obtained 
from the Academic Appointments Office, telephone 64-9-373 7599 ext 
5789, fax 64-9-373 7023, email: appointments@auckland.ac.nz, or from our 
website: www.auckland.ac.nz/appointments/ or from the Association 
of Commonwealth Universities, London, telephone 171-382 8572, fax 
171-383 0368, email: appts@acu.ac.uk 
If mailing your application three copies must reach the Academic 

. Appointments Section, The University of Auckland, Private Bag 92019, 
Auckland, New Zealand, by 20 April 1998. 
Please quote Vacancy Number 947EUK in all correspondence. 
ASSISTANT REGISTRAR, ACADEMIC APPOINTMENTS 


New Zealand 


The University has an equal 

| Opportunities policy and 
URRE welcomes applications from 

DEVIGAPNNE  — all/qualified persons 





THE | 















| EE. The Royal institution of 
8 Chartered Surveyors represents 
== the major profession dealing 
$9 with all aspects of the ownership, 
i occupation, development and 
8 management of property both in 
Ge the UK and beyond. 


“Vf INSTI 
E i | 


oy des EF 













don will al most pele have at least 


postgraduate deg 
3 às an economist, vals ina 


three years, Mis 






sro thee economic significance of 
rabia w and no of 













WWW. rics:org.uk. * 
The RICS is an equal opportunities employer and operates a 
na smoking policy 








: -The Government of Israel, through the Fuel Authority of the 
| Ministry of National Infrastructures, invites offers for the 
| purchase, Storage and Finance of Crude Oil Strategic Inventories. 


| 1. The quantity of crude oil in this tender is approximately | 


| 100,000 M/T. 
| 2. The contract between the Govertiment and the winning bidder 
| will be for 5 years, and can be. extended by mutual consent for a 
maximum period of 5 more years. — | 
3. Bidders must fulfill a number of prerequisites, including proof 
of storage capacity and economic capability - as detailed in the 
official tender documents. 
| 4. Bidders can join together for the purpose of fulfilling the tender 
requirements, in which case they shall specify the terms of their 
| relationship and append the agreement between them to their bid. 
| The responsibility of such bidders shall be joint and several. 
| 5. The Ministry of National Infrastructures reserves the right to 
negotiate with bidders whose bids are deemed suitable. 
| 6. The tender documents (in Hebrew only) are available at the 
| Fuel Authority, The Ministry of National Infrastructures, 216 Jaffa 
| St. (City Gates Bldg.), Jerusalem, Israel (Fl.7, Room No. 747) 
| upon submission of confirmation of payment of NIS10,000 
| (which will not be returned) to account No. 006223-0 of the 









STATE OF ISRAEL : 

MINISTRY OF NATIONAL INFRASTRUCTURES, FUEL AUTHORITY 
TENDER NO. FA-1/1998 : 

PURCHASE, STORAGE AND FINANCE OF CRUDE OIL STRATEGIC INVENTORIES 
FOR THE STATE OF ISRAEL | 


decide at its discretion. 














Guinea offers: 


* Industrial co-operation: and opportunities in hé " zro-food; 

textiles, chemical and pharmaceutical, building materials 

tourism sectors (see UNIDO homepage for details). | 

* Privately Financed Infrastructure pr 'ojects such as hydroelecrri 

power plant, roads, rail services, water distribution, industrial 

zones, etc. 

* Proposals for privatization of textile, chemical and fish 

processing companies. : i : pa S 

* Supportive environment tang attrattive package o ofi investment tand 

tax incentives. : Pe d 

* Increased donor and iniüiritational financial sector confidence. | 
Meet your potential Guinean partners to discuss. business co-operatio 
including joint-ventures and the establishment of wholly: foreign-owüe 
enterprises. | | | 


For further information please contact: 


UNIDO, Director, Investment Services OPIP, Director € 
Po. Box. 300, A-1400, B.P. 2024, Conak 
Vienna, Austria 

Tel: (4431) 21131 6414/4525. 

Fax: (4431) 21131 6806/6808 

E-mail: AfricainvestGPunido.org 
Internet: http:/ /www.unido.org/wins 


Fax: (+224) 41 39 90/41: LI 


Ministry of National Ease tures] in the Postal Bank. No VAT. 
is due on the sum, therefore, the bidder will receive a receipt 
against the submission of the confirmation of payment, F 
7. For further details, please. phone: +972-2-5006752 or 4972.2. |i 
5006753. 

8. Bidders may send written comments to the tender to the Fuel 
Authority until 5.4.98 | 


9..A meeting for potential bidders will be held on 19.4.98 at. the | | E 


Ministry of National Infrastructures. Attendance is not compulsory. 


Those interested in participating should contact the Fuel Authority E yer 


at the phone numbers specified above. | 
10. Bidders should deposit their bids, together with all the necessary. 


documents as detailed in the tender documents no later than 18.5.98 bs ; 
at 16:00 hrs in the Tenders Box marked Tender FA-1/1998, located | 


in the Ministry of National Infrastructures, 216 Jaffa St. (City Gates | 
Bldg.), Jerusalem, Israel (F1.8). a 
11. The Ministry of Natienal Infrastructures is not er to E 
accept the lowest bid or any bid whatever. 2: 
The Ministry of National Infrastructures reserves the right to mt Me 
the Tender at any time or to issue other tenders as the Ministry shall. 


Yoav Armoni, Managing Director 
























































































MN | MINISTRY C OF FINANCE, PRIVATISATION UNIT 
—.- INVITATION TO PREQUALIFY FOR ^ ; INTERNATIONAL 
TENDER IN (THE SALE OF SHARES OF UGANDA TELECOM LIMITED (“UTL’) 








The Government of the Republic of "Uganda (the "Government') has initiated a& ender process for the sale of 51% of the 
shares of UTL to a strategic investor, UTL, the previous monopoly provider of telecommunications services in Uganda 
holds a licence to offer a broad range of telephone services including cellular mobile. The Government hereby invites 
interested parties to participate in the prequalification of bidders. . : 


| Legal requirements: 
1) A bidder may consist of: 
a) a sole entity or company, provided that such entity is a telecommunications operator (defined as a provider of 
fixed line basic telephony service) 
a a consortium in which an operator holds at least a 3096 interest; Or 
a rea eis which an eee holds at least 20% interest and a cellular mobile operator or another operator 





bi E ‘statement tat adverse changes therein: and 
EC e. other statements as included in the Terms of Reference for Prequalification 


Technical and Quality of Service Requirements: 
The bidder, or in the case of a consortium, the operator as provided for herein, must provide: 
| 1. A general description of the network and services offered; 
2. Certification through the regulatory entity or telecommunications authority of the country. of domicile of the operator, 

oran internationally recognised auditor that it: 
a owns and operates a minimum of 200,000 lines in service (in the case of a cellular mobile operator 100,000 
— nes): 
b) has as average percentage of completed calls up to the point of interconnection of 80% for international 

service and 60% for domestic services; and 
c). has an acceptable track record of co- operating with the regulatory agency of the country of its domicile. 


Economic and Financial Requirements: - 
The bidder must submit the following documentation: 
|| 1. audited financial statements and annual reports corresponding to the last two years | 
: |). 2. certification of most recent credit rating from Moody's Standard & Poors or an equivalent rating agency: and 

| 3. certification from an internationally recognised auditor that the operator possesses minimum annual revenues of two 
hundred million United States dollars (US $200 million), (in the case of a cellular operator, one hundred million 
dollars)'or equivalent. for the last fiscal year. 


li Submission Procedures: | m 

Documentation must be submitted to the Din ctor, Privatisation Unit, Ministry of Frants: PO. Box 10944, 
Kampala, Uganda up to 5.00pm 10 April 1998, accompanied by a Submission Fee of five thousand United States- 
dollars. (US$5 ,000), payak by certified or cashier's cheque to the name of the Enterprise Development Project. 
| Alist of prequalification bidders will be announced by April 24, 1998. Interested bidders are requested to register their 


4 Ht : interest. and obtain a copy of the Terms of Reference for Prequalification by ree 


Nalikka , Fax: 256-41-342403, email: putida. com, 
Se ae nuel, Fax:  263-4-793805, email: Poe 











WO FICES OF COLIN R. SINGER, Attorne: 


Canadian Citizenship & Lnanignration deb: i814) 487-201 d 
RIUO-4999 Siet atherine Si, West Fax: (344) 48 
Montreal, OC), Canada, HIZ TTR mail: csingerürsingerca 


r internet law firm" 
LLL ger 


1 pi s Earn free air travel with: loridMiles 


. program. - GAG c 
: Use the service to Save, l 
orsell it as a Justice agent. 


vd AM 
It's just what you're looking for. 
Mention this ad for a aigre up bonus Agent: funes weirome. 


ELIT 2000 "4-310-526-2100 fax 


JRATES TO THE US: 


AUK. ........19€ 
jiFrance...... 30€ 
, ,]Germany....24€| 
|italy........38€|. 0 
Netherands..31e| Nae eam 20% by 
Switzerland. .29¢) . | 
(Brazil... ... . 69¢ Numerous Special Services Included 
Malaysia .... 54€ - No Extra Charge - 
< Call 2 8400 Fax: 201.287.8434 
4.171.360.5037 Fax: 44.171.360.5036 


Most new customers are 
referred by satisfied 
NewWorld users 


Business to Business agents welcome 


201-287-8400 PERECOMMUNI CATIONS 


L402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + 87686 - USA 
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ww'w.justicecorp.com 


Welborn Sullivan Meck & Tooley, P.C. 
Attorneys 


specializing in Oil & Gas and Natural Resources law 


with more than 6 years of experience in Central Asia. | 


For more information, please contact: 
Denver, Colorado USA 
Tel: (303) 830-2500 Fax: (303) 832-2366 
Almaty, Kazakhstan 

Tel: (7-3272) 617-422 Fax: (7-3272) 615-840 
Tashkent, Uzbekistan 

Tel: (7-371) 133 8547 Fax: (7-371) 133 8547 

E-mail: wsmt.almaty@mep-1.sprint.com 


* Corporations and LLES 
* Free name reservation T 
* Personal assets shielded | Wyoming $285.00. 

* Confidential and cost effective Nevada $380.00. 

e Full registered agent services Utah $270.99 


FAX: 302-421-5753 “TEL: 302-421-5750 


: E Mail: pea oun 


: 3 | Kim IN CORPORATING FEES | 
| Delaware $199.99 


Ri Ber Optic Nétwork l 
Customer Service, < | 


M 


t fione, 


j 
NES 


No Set l 


Jp Fees 
* Agents Wanted Call 1-206-378-2816 * 
Tel: 1.206.599.1992 ¢ Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA .. 
www.kallback.com * Email: info € kallback.com 

















NEW AUTHORS | || i 

PUBLISH YOUR WORK 

ALL SUBJECTS CONSIDERED: 

Fiction, non fiction, Biography, Religious |l 
Poetry, Childrens, 

AUTHORS WORLD-WIDE INVITED. 

WRITE OR SEND YOUR MANUSCRIPT TO--]E 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON ols | 


S "mm & SERVICE SIN. R 
A eS & Jy, 
Oo" Modern, comfortable w 
Serviced Apartments offering Best Value tor Money. 
Unbeatable location in South Kensington 
2 person apartment from £70 per night 
4 person Mem from £115 aili 















25 Years Baras in. immigration Matters 
The jaw finn of Somien & Peterson 
hftp//www.somjen.com 
Email: somjeni@somjen.com 
Sune 810, 1246 Bay Street, 
Toronto, Ontaria, Canada, MAR 2A7 
Tet [4163922 8083 Fax: (416)922 4234 

i We e Can € 



























> (NO JOB OFFER) 


| Provisions in US. Immigrátion law may make you 
Pelgibie fora U.S. GREEN CARD without needing a job 
Offer 1f vou are sa experienced businessman or 
| professional, please fax your C.V, resume, or list of 
qualifications for review tx 

Law Offices of 

DOBKIN & SHERMAN, P.C. 
32901 Middlebelt Road, Suite 500 
Farmington Hills, MI 48334 US. A. 
Tel. (2483 835 8600 Fax (248) | xgreencardGpao| com | 

























Virtual Gaming in Antigua 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7- 408. OK. 
Tek ee ad tri 370 2088 . odes 









| Antigua has legislation to grant licences to 

| suitably qualified companies for international 

| sports betting, lotteries and online casinos. 

| For information oncobtaining à licence contact: 

| Forbes Ltd, 

© | RO. Box W281 
ESE johns 


2nd PASSPORTS [iam 
OFFSHORE COMPANIES ——— 


yourname@myhomeaddress.com(&.co.uk} 




































www.forbesantigua.com 


Teb 1 248 462 6355 
Fax: P 248 462 6354 





al, professional service, 
-tontact: 
: Maritime. international Ltd. 
PO. Box WC166, Bay View Place, 
. Crosbies 
St. John' s, Antigua, West indies 
Tei +4 (268) 461-2024 
Fax +1 (268) 462-2718 
Email: maritime candw.ag 












yourname(Imybusinessaddress.com(R.co.uk) 






When we point these easy-to-remember 
addresses at your existing server, vou 
will never need to give a difficult 
E-mail address again. 

For more details, E-mail 
Postmaster@distinctivedomains.co.uk 


CUT TAXES 
WITH PRIVACY 





























f COMING TO LONDON? 
— Then why not stay at Endsicigh Cour: where 
you can be sure of a friendly and courteous 
welcome. 
Our large block is centrally situated, offers 
self contained studio apartments with web 















equipped kitchen and bathroom | Use USA & Offshore 
| October 1997 - March 1998 From *£321 Per Week. |. Companies And Trusts 
April 1998 - September 1998 From *£390 Per Week | For E CONSULTATION 


A limited number of ONE and TWO 
BEDROOM apartments are inia 
For further details contect-- 
ENDSLEIGH COURT 
24 UPPER WOBURN PLACE 
| LONDON, WCIH GHA 
Telephone: 0171 878 0050 Fax: 0171 280 0280 
All major credit cards acceptat 
*THIS PRICE INCLUDES A SEPARATE | 
CHARGE FOR PROVISIÓN OF FURNIS SINGS à 


and our Brochure contact: 
















BUSINESS SOLUTIONS, INC. 
Phone.: USA4(619) 578-7541 
x USA+( 619) 578-0238 
E-mail: anion GE 





serlitz. Your first 
word in a new language. 






|. No time dor language lass ? Then 
^. Start learning at your own pace, in your 
|. own space — with a new Think & Talk" 
| home-study course from Berlitz. As the 
- n. world's s leading name in language learn- 

E ve have 120 years s of Papaa 





Berlitz 


MIT I PRODUCTS OR A CATALOG, CALL: 1 800 338 0183 





;www.berlitz.com _ EXT. 6059 


126 














YOUR t IN ASIA 


Office address, rep office services, marketing 





| IMMIGRATION TO CANADA. 

| Canadian immigration Lawyer will 
| prepare Visa. application and conduct 

| job search for prospective immigrants. 


| H3P 2TI. Fax (514) 739 0795. 








| NEWS | 
Alert 


OFFSHORE COMPANY - 
isle of Man. = Red | 
www.ibs-offshore.com = 





LUCRATIVE HOME BASED BUSINESS: 
6/7 figure income not MLM. Serious. 
Vah call 0181 236 4984 and listen. 


Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd., 
#208, Mt, Royal, Quebec, Canada | 





FREE CASH GRANTS! College. 

Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 


Email: 76143.2031(Dcompuserve.com 


AUTHORS 
Let Us Publish Your Book. 
Most subiects considered including 
Religion, Biography, Economics, 
Fiction, Poems, Children's Stories 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 


and First Books. 
AVON BOOKS (EC) 
1, Dovedale Studios, 
465, Battersea Park Road, 
London Swit ALR. 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: *3120-5241407; E-Maii: 
100413.3245@compuserve.com; 
http//www.global-money.com 


AUTHORS WANTED 


Leading subsidy book publisher seeks 
manuscripts of ali types: fiction, non- 
fiction, poetry, scholarly, juvenile and 
religious works, etc. New authors 
weicomed. Send for free 32-page 
| illustrated booklet 5-92, Vantage Press, 


and business advice and consultancy, to assist 
your Malaysian or Asian business. Local 
company set up by expatriate (after 26 vears 
with Fortune 500 company, most in Asia). | 











Tri-Concepts Sdn Bhd, 4A, Jalan Telawi, 
Bangsar Baru, 59100 Kuala Lumpur, Malaysia. 


Tel: (603) 284 9654 Fax: (603) 284 9692 


516 W 34 St, New York, NY 10001, USA. 
; " START YOUR OWN "", | ^ ( . 
IMPORT/EXPORT AGENCY , Meh, Liota] 
No capital or exp. req. No risk. Work g : Family histo) y 
from home. Part/Full time. Help Desk. , f 
V Established 1946. Clients in 120 countries. Dis scover your ancestors 
z Free Booklet. ‘ Authentic — Cost-effective 
i WADE WORLD TRADE ' Money-back guarantee | 
' Dept 2c24 50 Burnhill Road 1 advice rmation Pack | 
1 Beckenham Kent BR3 3LA i FREE advice e Tr p idi 4 aca l 
a Tel +44 (0) 181 650 0180 (24hrs) — . Na ite or phone (0)1962 732676 
Fax: +44 (0) 181 663 3212 Debrett Ancestry Research Ltd, n EN, 
a http://www. wadetrade.com i PO Box 7 Alresford. Hanis, UK S 4 SEN 
Bom ww-mmmuwnwwummwml Fax:(0)/962 7 34040 


| available for short/medium-term projects, 
| R&D portfolio analysis, project evaluation, 








| relaxed, simple home-based business. 








rips ff WW, ekea) SIFY. aie co.uk 





IMMIGRATION TO EUROPE? 
You may qualify to Hive and work permanenily in 
THE NETHERLANDS 
and attain Dutch Citizenship. 
Businessmen or Professionals can apply. 
NETHERLANDS IMMIGRATION AGENCY 
TEL: 34-20-601-4810 FAX: 31-20-524-1312 
E-mail: immiassistazeasyliving.com 

internet: wwwimmiassistcom — - 
TRADE COMMISSIONERS REQUIRED . 
WORLDWIDE 
EXCELLENT REMUNERATION 





PUBI 


Publish Y Your "Book 


75-year tradition of quality. Subsidy 
book publisher offers publishing 
services for books of all types. For 
free Author's Guide write Dorrance— 
ECON, 643 Smithfield, Pittsburgh, 
PA or call 1-800-695-9599 


BUSINESS 
E ORS SA | LL H y 


Costa Rica Telecoms 


Fer sale on of the only three 800 MHz} 
trunking systems in Costa Rica - 15 
channels- 5 installed with Motorola - 

Privacy Plus - working and with clients] 

Information Telefax/Fax mi 





Pending decision take-over bid 


 .PHARMACEUTICAL/BIOTECH 
BUSINESS CONSULTANT 











risk analysis, drug development. 

Write: Economist Box 4077 
25 St James's Street 
London SWIA HG 


I MADE OVER $2M LAST YEAR 
in a zero stress, ideal lifestyle, | 


| Now I want to teach key individuals 
| my proven turnkey system as I 


expand inthe USA and Taiwan. 
i Serious replies only, . | 
| Call 24 hrs. 212-479: 7840. (New den Hl. 


INTERNATIONAL 
PHONE CALLS 











in the 
World contact 





Emml: ‘pales@ppalta. com 
 owww.ppsitd.com 
040404040 40444046 ¢e 


| BELIZE 
| ‘CITIZENSHIP & PASSPORT 


Confidential Service Direct From Belize 
FULLY LEGAL PROGRAMME 
Generous Visa Free Travel 


From US$45,000. inclusive 


| Belize Passport Consultants Ltd. 
-|. 944 Orchid Garden, P.O. Box 165 
: Belmopan, BELIZE 
- Tel: + 501 8 22759 
: Fax: + 501 8 23785 
d... Government License 971001. 
http://www.visafree.com 


H OFFSHORE 


companions wreorid-sricde 





formation and administration 
of companies 
opening of bank accounts 
[ tel/fax/mail forwarding services 
e Budapest, Ráday u. 33/a, eey 
: G61 n ?-96-81, 216-54-1 
Es 36132 7-44.34 
[ E-mail: ee (mail matay hu 
Ask for our FREE information 
brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 


|] 





100 ways to Legally Obtain af 


SECOND 
PASSPORT 
FREE REPORT 


Reveals The Insider Secrets of 
Visa Free Travel 


Alternate Citizenship 
Tax Free Living 
For your FREE 16 page Report contact: 
Scope International Ltd, Box No 6972 


Forestside House, Rowlands Castle, 
Hants, PO? 6EE, England, UK. 


Tel: +44 1705 631751 
Fax: +44 1705 631322 


4 E-Mail:scopemail@compuserve.com. 
internet: hittos//www. ritnet. co.uk/scope/ 
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Uk & Offshore. 


” The Company Sı Store is one oy: the 
longest established pro ofessional 
firms specialising in UK and 
INTERNATIONAL company 
formation and associated services. 
* Free advice 
* Free colour brochure 
* Free name check 
* Full nominee & domicilntion & 
associated services 
e Ready made & own choice of 
. name Co's 
* We undertake to refund the 
difference, if you can obtain the 
same services elsewhere at a 
lower cost 


~ FREEPHONE EU 


THE COMPANY STORE 


$e32u* hh teueytsaqcs^lamsntsotee9eurageose 


Harrington Chambers, 26 North John Street, 
Pi U2 RU, UK. 


Tel: 444 151 258 1258 Fox: +44 151 236 0653 


Offshore 


$499 1923619992235 E 
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EE 080026-26-62 | 


- Six Planning 


We incorporate and provide management 
services in all leading jurisdictions. 


Offshore structures can cut taxes and offer 


significant asset protection. 

8 For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsi.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gibh@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: -- 852 2545 0550 
E-Mail: hk@icsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@uiafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: -- 44 171 491 0605 
E-Mail: uk@icsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1 954 943 1498 
FAX: + 1 954 943 1499 

. E-Mail: usa@icsl.com 
ywww.ICSL.com 









No. 1 OFFSHORE 

COMPANY AND 

TAX PLANNING 
SPECIALISTS 










| over 275 mutti-disciplined | 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have. 
provided confidential and cost B 
effective company formation ir: all 
| the major low tax areas. 








€ BAHAMAS 

© BELIZE 

@ BV ISLANDS 

© DELAWARE LLC 
@ GIBRALTAR 

@ HONG KONG 

© HUNGARY 

@ IRELAND 

@ ISLE OF MAN 

e JERSEY 

© MADEIRA 

@ MAURITIUS 

@ NEVIS $575 
e SEYCHELLES $350 


Other Jurisdictions & Offshore Banks @ 
| Available on Request | 
LUXEMBOURG - EVELINE KARLS 
Tek: 4352 224 286 Fax: «352 224 287 
| FINLAND - JENNY KOMPULAINEN 
Tet: 4358 9 6969 2569 Fay: «358 8 6969. 2565 
| HUNGARY - LASZLO KISS 5c (Econ) 
Tel: +36 1 351 9959 Fax: +96 1 351 9958 
| CYPRUS | 
CHRISTODOULOS VASSILIADES &ttormey-at-Law 
Tek 4357 2 473211. FAX:9357 2 463483 
SINGAPORE - DIANA BEAN 
Tet: +65 535 3382 Fax: 465 535 3931 
HONG KONG 
RAYMOND CHO! MBA MUA (Dip) 
Tel: 4852 25220172 Fax: +882 25211190 
SHANGHAI - BART DEKKER tim. 
Tat +86 21 6248 4355. Fax: 486 21 6248 1421 
USA WEST COAST - AICS Ltd 
KEVIN MIRECKI Aucreystiow E 
Te: +1 714 854 3344. Fax: +1 714 854 8967. | 


. For immediate Ser vice & our Free ; 1 10 
Page Colour Brochure Contact: 


ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
| isle of Man, Great Britain, IM99 4EE 
E-mail: economist@ocra.com 
TEL: +44 1624 815544 

FAX: +44 1624 817080 


LONDON - RICHARD COOK, BSc 
Tal 444 171 355 1098 Fax: 444 171 493 4973 
1509002 CERTIFICATED 


$500 
$500 
$495 
£250 
$450 
$1995 
£225 
£230 
£495 
$2250 
$500 































Since 1975 our worldwide statf of $ 





BY LAWYERS — 


"——————— A 5 
SCF is one of the world's largest tax 





planning practices. Fully owned anda - 


operated by lawyers and accountants. E 
All our consultants are professionally. 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality. 


[WORLDWIDE OFFICES CAN 


= PROVIDE: Ky 


Cac ONT TATION 


LOWEST 1" 7 : 
& ANNUAL FEES 
GUARANTEED 


For confidential & friendly advice please contact 


LONDON OFFICE 
90-100 SYDNEY ST, 
CHELSEA LONDON, 

SW3 6NJ 
TEL: + 171-352 2274 
FAX: + 171-873 9688 
E-mail: offshore@scigroup.com 
FREEPHONE: 0800 262 856 
www.scfigroup. com 


DUBLIN OFFICE 


27-09 LWR PEMBROKE ST, DUBLIN? 


TEL: + 353-1-662 1388. 
FAX: + 353-1-662 1554 
E-mail: sine i iol.ig 


Athens, Budapest bot Monaco, Moscow 
Nicosia & Sofia 


| For a free colour brochure on 
| how you can save taxes please 
complete this coupon below: 


Name 
Address 















































3.8% in the year to the fourth quarter. In the same period, growth in GDP accelerated in France 
to 3.2%, and remained steady in Germany at 2.46. Germany's jobless rate fell to 11.596 in 
February. Japan's industrial production fell 0.496 in January. 


% change at annual rate 
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i. “Not seasonally adjusted. ' Average of atest 3 months compared with average of previous 3 months, at annual rate. * "New series. $New weights. 





| 
| B FORECASTS Every month, The Econ- 
| | omist surveys a. group of forecasters and 
-+ calculates the average of their predictions 
| of growth, inflation and current-account 
| balances for 15 countries. The table also 
| “shows the high and low forecasts for 
^| growth. The previous month's 1998 fore- 
. | casts, where different, are shown in brack- 
| ets. Predictions for 1999 appear for the 
first time. Our forecasters expect Spain to 
: top | the gow table this yet and next, 


OUTPUT, DEMAND AND JOBS America’s s economy is still growing Monk its GDP rose 


| Economist 





The 

















* Provisional, Í Non-food agriculturals. 
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COM MODITY PRICE INDEX 
Let them eat bread. World con- | 
sumption of wheat increased to. 590m | 
tonnes in 1997. Production rose to à- 
record 607m tonnes. Russia, Argentina, 


———————— EATS 


GDP TOP forecasts i E-—3 pecie rc di |! China and Australia can take the credit for 
gone 3mths? tyear 1997 1998 — 3mtw! 1year 1year — latest _yearago | the bumper harvest. Russia's performance - 
| Australia + 18 +360% +33 +32 +04 «150 »400 82m 86 | is especially encouraging. Its estimated 
| Austria — — — na +13 1995 +25 +25 +45 *21mn — 30 nw — 73*e — 70 | harvest of 44.2m tonnes is well above its 
| Belgium — — « 20 * 29 03 +28 » 27 — na -07 Not — + 35 Ot — 129 Feb 134 | five-year average of 38m. But South Afri- 
| Bdtaim ———; +18 +30 00. +23 +19 - 46 -010« — * 69 m — 50 m — 65 | ces harvest is set to drop to 2.3m tonnes. 
| Canada — .— £30 +43% +34 «27 ^— «18 *36 Nw — *37N» — 89  — 97 | For 1998, the International Grains Coun-. 
i Denmark ~ 07 «2203 430 +27 + Lt + 7.7 Dec + 25 Dec 7.4 ian 8.2 a : i 
| Hane ^ 131 «3:0 7:2) 126 176 «73 0« ^ s*500« 121m 125 Cil predicts a world harvest of 591m - 
| Germany + 11 +2404 426 426 +24 *33D« -Ol de 15 feb 113 | tonnes, with projected increases in West- 
(uy 0607 «289 13 428+ 4B BT Om + 09 Nw” 121 os 20. ern Europe and North Africa outweighed 
| Japan — 31 » 100) +03 +13 796 -33 en -590« 35 an 33 | by forecast declines in Eastern Europe, 
| Netherlands — « 41 + 36 Q4 +33 «31 * 93 + 45 De — +35 Ot 48 m 64 | North America and Australia because of 
| Span — — « 37 « 36 Q4 +35 +35 ^ — *06 +101 oe — ma 518. 203 ost 218 | poor winter weather. 
| Sweden — £4 62 +27% +29 +29 ^  v152 * 62 De ^ — *220« 74m 88 

Switzerland — « 17 * 08 @ +17 +22 na * 68 Q* ^ «18 0« 50 m $7 | q990.100 % change on 
United States + 39 + 38 04 «4 28 422 + 64 + 55 Jan + 32 Jan 47 jan 54 Feb 24th Mar 3rd* one one 
"| *Not seasonally adjusted. "average of atest 3 months compared with average of previous 3 months, at annual rate. **NovJan. TRO rate 8.6% SepNov. | LLL LL LLL Penth year 

Op hee Gen o. | Dollar index 
E m oe a aa DNE a NE: : Ali items 100.3 994 - 46 -170 
E. PRICESAND WAGES Japanese consumer prices fell 0.1% inJanuaryand were1%lowerthan | gj ^ 5 216 — 1183 —718., 1026 
| | three months earlier; the annual rate of inflation remained unchanged at 1.8%. Canada’s 12- | ingustras ———— 555 5 7 Uster 
| month rate of inflation edged up to 1.1%. Wages in Canada rose 0.8% in the year to December, | ai 818 829 -19 -222 
| arise of 0.1% after inflation. Swedish workers gained a real increase of 1.8%. | Na! ^ ^ 966 953 - 29 -232 
E a P | Metals — 728 — 753 - 10 -215 

|. % change at annual rate The Economist poil. | Sterling index 
| Consumer prices* — consumer prices forecast Producer prices* __Wages/earnings | All items 108.7 1073 - 52 188 
| 3mths! 1year — 1998 — 1999 — ^ mths? 1 year 3mths! — 1year — | Fond — 1317 — 1278 = 73 -142 

| Australia — —  * 10 - 02 0 +14 +23 ^ «26 1804 «64 +3904 (| Industrias 

| Austria — — — «* 15. « 12 un — — * 14» 17. * 12 +02 an — na na , Al ^ 886 à 895 - 25 -239 
| Belgium — — ^ « 05 +07 fet — « 16 » 18 -12 *129« —*33 *422q | Na C 1047 — 1029 = 35 -249 
| Britain - 415 +33 hn *31 +25 +09 + 07 Jan +62 +48 0e | Metas 789 814 - 17 -231 

| Canada O +l otli € 14 +13 06 + 08 in +56 + 08 D« | SDRindex 
| Denmark — — - £06 «17m» ^. +24 «25 -21 *133« ^ na *40 Ag | Alitem — 1008 — 999 - 46 -153 
| Fame — — — * 04 +055 — * 13 +18 —  — * 07  * 08 Nw — «22 29 Qa | Food 222 1190  - 67 105 

| Germany — — - 01  * 13 s — Tt ^  — : -29 +15 un — na +12 Det | Industrials 
j Way —— 1. t 25, t V8 n *19 *23 0 *18 + 95 Dec +11 436 Now | — AB o oo 822 oo 833 = 19 -206 
| Jpn — — — - 17 *18 xu — 06 +03 ^12 + 08 n — na «15 D«* | Naf —  — 971! 958  - 30 -216 
| Netherlands — 23 + 18 en +20 £15 -04 *160« x20 +33 0m | Me 732 758 - 11 198. 
| Spam — — —— * 24  *20 hm —  *23 +27 ^  - 03 «06 m +36 +31% | Gold 
| Sweden — — — ma -*13 n — «18 +22 ^. -30 *21JAn — 73 437 Det | $peroz 29195 — 29695 - 01 -175 
| Switzerland — « 03 ni feb * 08 « 13 ^  - 18 +04 wn na na | CrudeoilNorth Sea Brent 
United States. +15 + 1.6 Jan’ +20 424 - 14  - 18 ian +45 + 38 gm | $ per barrel 1390 1403  - 86 ~273 
| 









i ST TOCKMARKETS Ten of the bourses in our table set new highs in the week to March. week to March 4th. 
i Most then succumbed to profit-taking, with the exception of Milan, which held on to a gain 


^ é ^ 


i i ; , “Morgan Stanley Capital international index includes above markets and seven others, in dollar terms. 


|| MONEY AN D INTEREST RATES The mo on America's oyar benchmark Treasury bond 


| Australia — 4156 +69 ln 499 501 595 875 — 605 655 ^ 500 578 





> Austria 449 +12 De 337 360 3.30 650 5.06 ra na 5.50 
Belgium +89 +6.1 Nov 3.67 3.64 3.38 7.25 510 6.08 3.67 4.56 
Britain +70  4101)a 6.59 7.52 6.19 825 612 666 753 637 | 
Canada +97 +54 an 462 4.67 3.00 650 563 6.31 488 5.37 | 
Denmark ha +52 De 350 380 3.63 625 524 7.18 381 483 | 
France +61 «15 Dec — 3.38 3.49 3.27 655 — 502 5.07 352 456 | 
Germany +44 +35 hn — 342 3.53 325 — 500 498 490 348 447 | 

.| italy +77 «92 de — 613 5.36 7.38 825 535 5.69 588 — 488 | 
.| Japan — +99 +43 jin 041 — 075 0.44 153 191 1.68 088 — 122 | 
ij Hier +75  *72 Oe — 338 3.68 3.05 5.25 — 501 533 341 4.51 | 
.| Spain — 411.1. 4 30 Jan. 4.58 4.48 5.87 7.25 | 519 543 450 464 | 
<i Sweden na +38 ln 425 4.53 417. ... 515 549 — 5.52 465 514 | 
-] Switzerland — «86 +35 Dec 0.81 1.06 1.81 275 | 286 3.02 1.03 1.85 | 
United States — - 0.7 +9.2 Ja 5.50 5.45 5.46 850 5.75 694 559 573 | 

i 


|| United States +17.64 bx — -1989 — -156903 — 185 — 1041 —  -  - $165 $085 $109 589 D« 640 


“Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. 51990100, Bank of England. Excluding gold, IMF definition. 
^ 'SNot. a adjusted. 
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à Share price indices. P D T % change on 


| 
| 
i 
| 
| 
| 
EM E | 
| © Mar áth high” Tow week year high in local in $ | currency changes on the competitiveness |^. 
zr SEMIS, | . ___.furrency — terms | of a country’s exports—the higher the rate, | 
S E B : | the costlier they are. Since the start of1997, |: 
" * * i i |. 
oe T ae | America’ s and Britain’s exchange rates 
3 E 1. + 116 +118 | 
6,240.0 + 2.0 + 15.1 - 098 + 66 + 73 | ak 
6671. +10 +294 - 12 + 35 + 22 | "by 4? 
1873.1. + 43 +22.8 - 14 + 129 +114 E is seeing Giporters i in bun. countrie f 

re M LLENAS EMIL NENIR SO E A Federal Reserve and the Bank of England | ; 

2::1/095.6 > 17,2643 — 14,6644 * 45 - 64 -561 4 120 +152 I pon icy i 

110747 10897 8920 +13 +423 - 14 + 176 *163. they have to weigh exporters’ desire for a | 

-3775 1937 632.6 + 16 + 66.8 2 20. 4 229 205 | weaker currency against the need to raise | 

3,330 33791 . 28531 ^ + 02 «$211 - 14 + 114 «101 | interest rates to slow growth in domestic |. 

. Switzerland 7,130.5 t 6,062.1 * 0.9 4568 - 20 + 138 + 12.2 demand. Having climbed beds betwee! 

World* 10234 ^ 10326 8965 € 10 — 216 - 09 + 93 + 93 


. *Narrow: M1 except Britain MO, broad: M2 or M3 except Britain M4, Sources: Banco Ambrosiano Veneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, 
. |. Chase Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Der Danske, Deutsche, Generale. JP. Morgan, — 
. Paribas, Royal Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream ACV. Rates cannot be construed as banks’ offers. 


government package to stimulate the Japanese economy. Canada's current-account deficit widened to $12.2 billion in the year to the fourth © 
‘quarter. Spain's visible-trade deficit rose to $18.3 billion in the 12 months to December; i its current-account ‘surplus fell to $7.5 billion. 




















































B EXCHANGE RATES A country's trade- | 
weighted exchange rate is an average ofthe | 
bilateral rates with its trading partners, | 
weighted by how much it trades with each 

of them. The measure captures the effect of 


4.6% on the week, The Italian stockmarket has risen by over 70% in the past year. 


1998 one one record Dec 31st 1997 
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kl SS trade-weighted yen las since fallen 27%. : 
| The p-mark is edging lower, but is roughly 
2% higher than it was in 1990. The Bench 
franc is moving down too, buti is sill 6% 
higher than i it was int990. — se 








% rise on yearago over- 3-mth money market banks bond yields == Eurocurrency 


| 
| 
1 
Money supply” interest rates % p.a. (Mar 4th 1998) | 
_Eurocurrency | | 
narrow broad night latest year ago prime gov't’ corporate — 3 mths bonds | 
| 
| 
i 
f 


Ee 


t Ten-year bond rates (old series: Britain 15-year 6. 09%; United States 30-year 6. 05%). £New series. 


TRADE, EXCHANGE RATES AND RESERVES Theyen's trade-weighted value rose 1.7% in the weekto March 4th inantici pation of another | 





Trade balance*, $bn Current account , $bn Currency units per $ Currency units — Foreign reserves? $bn 
latest latest 12 latest 12 mths Mar4th year ago per£ perDM  perecu latest year ago | 
Visio monde n | i; ub. 
Australia 038 b — « 16 - 133 Q4 | 1.48 1.28 2.44 0.81 161 168 be 145 
Austria - 164 Q3  - 69 ~ 60 Nov 128 121 21.1 7.04 139 199 No 224 
Belgium - 0.35 De + 10.9 + 10.5 Sep 375 353 618 — 206 408 162 De — 170 
Britain =~ 2.13 Dec - 20.0 + 6393 0.61 0.62 - 033 066 334 Oa 407 
Canada + 123 D« +166 - 12.2 Qa 1.42 1.37 2.34 08 1.55 17.8 Dec — 204 
Denmark + 023 Nw + 38 + 0603 6.93 6.53 11.42 3.81 754 Z 19.1 Dec — 141 — 
France. + 232 Dec +298 + 39.2 Nov 6.10 578 1005 335 664 309 De 268 
Germany + 7.15 Dec + 69.9 - 63 Dec 1.82 171 300 | ~- 198 775 D« 83.2 
ftaly + 235 Nov + 307 + 35.9 Oct 1790 1,705 2,949 984 1,948 557 Dec — 459 - 
Japan + 773 de +1016 * 94.7 Dec 126 11 208 695 138 2196 pe 2166. 
Netherlands + 1.15 No + 168 + 22.4 Q2 205 — 193 338 113 223 249 D« 268 
Spain - 2.00 De - 183 + 7.5 Dec EEE 145 254 848 168 68.4 De 579 
<| Sweden + 108 an +169 + 6.7 Nov 8.01 764 B2 440 8n - 146 on 220 
5j. Switzerland + 0.52 Dec + 02 * 20.3 Q3 1.48 148 1 244 081 161 — 390 Dec — 384. 
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j ECONOMY Indonesia’ s consumer prices shot up by 12.8% in February, to give a 12-month. 
| inflation rate of 31.7%, the country’s highest since the mid-1960s. Inflation also accelerated in _ 
| country in which to do business, accord- | South Korea, to 9.5%; prices have risen by 6.8% in the past three months. Its industrial output | 
| ing toa new model prepared by the Econ- | fell 10.3% in the year to January as the economic crisis took its toll. 

omist Intelligence Unit. a sister company | 





| B DOING BUSINESS Over the next four 
| years the Netherlands will be the best 
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“Visible and invisible trade balance. "Includes gold. December. {New series. 


| of TheEconomist The ranking measuresa it zs change on change on year es ai ax months on. E i Foren utes 5 = 
| country’s attractiveness as a place to invest | satan, eee, ei fee aa Me ENNIO 
| ona scale ofo (worst) to 10 (best), based on | China UU 820. 492w 3 yer eee 2195 — i3 Mw. 1043 
, a variety of economic and business indi- | Hongkong — » 57:9: + 05 s» + 51 -188 tan - 26 v» 965 nw 6385 .— 
, cators. The good news is that, according to India — — $ «68 we + 24 owe * 630e = 58i — - 45 9x. 245 on 202. | 
| the EIU, business environments are im- | indonesia — — « 80 1996 — * 9002 + 317 Feb ^ 4119 Dee - 680 ^? 189 oc ^ 157 | | 
proving in-virtually all thé countries sur | Menma ATA ee LL o M ou ALAIN 
| veyed. Eastern Europe is expected to im- | SAPE LT IL UE EE LT. 320 o ! AT T 
| the most. albeit from an extremely | et a I a a eu e 
prove t € most, ; ey | South Korea + 6.3 93 — 10.3 Jan + 9.5 feb - 47 jan ~ 2.9 nn 21.14 Dec 340 — 
| low level. Only in Hong Kong and Malay- | Taiwan + 71o —— - 68 + i8 167m 740 BRN ww 87 
sia are business conditions forecast tO | Thailand + 67 s -152 Nw + 87fe - S3 oe - 8603 262 oe 377 | 
worsen. Between 1993 and 1997 Hong | Argentina + 860: + 69 m — « 0.5 feo ^ - 49px — - 8509 223 oe —— 181 —— 
Kong was ranked first. Over the next four | Brasl—— + 1920 — -310c + 445 — Ilm AA — | LRL NEN E 
years it will tumble to 16th place (uith of | Chile D UK AMNES. ORAL NEL E. NINE IN: a a Deen NE 
those shown in the chart) because of the | Colombia +53 Q — , $109 Now * Bm o - $600 — 7 A7 6 9G oa B0 | 
s: "S d Mexico = + 67 Qa + 78 Ge + 153 Jan ~ 0.6 en - 434504 28.8 dec 194 — 1 
effects of reversion to Chinese controland | Venezucia 16x m + 368 à —— £118 oa +8319 155 mw —— 19 | 
the financial crisis in Asia. | Greece 2.6 1996 = Q9 Nov + 44 Jan -187 oa - 5.1 Sep 12.6 Dec 17.5 | 
israel +150 - +53 Nw. * 69m -77s  - 3703 201 ve 4 | 
| Portugal + 30 oi» — * 59 Nv + (19 sand — -104 02 - 54 Nw 160 De 159 — 
| South Africa + 084 + 52 de + 56s +290 - 1309 4B de 09 | 
| Turkey + 540 4159 pe + 993 rb —— -206 Ot — - 235p — 187 ow 1664 | 
| Czech Republic + 08 B +13.3 dec + 13.1 in -~ 415 ~ 6903 7 110 oa — 126 —— | 
| Hungary + 510 +179 a  * 77h — -220« OB ww 99 | 
| Poland — * 699 +81 in + 1365 -lAox  -430x 198 sp 174 | 
i Rusia 4 13 iad + 15 je. -o A0. doa 297 Roe +10.8 a2 12.2 Nov 87 —— i 
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FINANCIAL MARKETS Russia's stockmarket gained 9.1% in the week to March 4th, after the 
refinancing rate was cut by the central bank and the budget passed by parliament. The South 
Korean stockmarket continued to perform impressively, rising over 10% this week, and now 
stands nearly 65% higher in dollar terms than at the start of the year. 
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B Currency units interest rates — Stockmarkets % change on 
per $ perf short-term Mardth DESI Dec 31st 1997 
Mar 4th year ago “Mar 4th % p.a. one in local in $ 
San LL ume t D c e c so LL E MI OO . MENTEM... Perm. 
China — 828 8.30 136 890 1,278.6 +16 + 16 + 16 | 
Hong Kong 34 774 128 733 uu 113508 +43 + 59 + 59 | 
india (395 359 65.1 733 — 37439 +74 + 23 + 15 | 
indonesia 9,650 2392 15895 3445 5029 +40 +> 252  - 287 | 
Malaysia — — 38! — 247 ^ $628 ^ 1101 ^ ^ 7059 ^ - 10 + 188 «213 | 
Philippines 398 263 65.6 1443 — 22193 +30 + 187 +190 | 
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f 
i 
| 
Sources: National statistics offices, central banks and stack exchanges; Datastream/IC V; Reuters; SBC Warburg: £P. Morgan; Hong. Kong —— | 
Authority; Centre for Monitoring indian Economy; Bank Negara Indonesia; Malayan Banking; Philippines National Economic and Development Authority; | 
- Hoare Govett Asia; FIEL; Baring Securities; Merrill Lynch; Bank Leumi Le-lsrael; Standard Bank Group; Akbank; Bank Ekspres; Deutsche Bank; Russian 
-Economie Trends; Moscow Times/Skate Press. l DO . | 
| 
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if you had Oracle Financial 


and Manufacturing Applications, 


you'd be smiling, too. 


he 


Ime, ®* Kellogg Company, 01998 Kellogg Company, 





Oracle and 


satisfying customers worldwide. 


A i orporation that wants to grow 
needs a healthy diet. And a key ingre- 
dient for Kellogg Company is à 
flexible Oracle solution, one that realigns 
and consolidates its global information 
system. Using a robust, integrated set 
of Oracle Financial and Manufacturing 
Applications, Kellogg is streamlining 
its operations worldwide, and thereby 
approaching $7 billion in sales. In addition 
to keeping a worldwide statf on top 

of all the latest information, Oracle 
decision support and data analysis 
tools give management a greater ability 
to make strategic decisions. And 

with the powertul Oracle database as 
its information management backbone, 
Kellogg can be assured that its 
systems will always be reliable, avail- 
able and scalable. Kellogg is using 
Oracle's global solutions to seamlessly 
and synergistically work with supp- 
liers, partners and customers in over 
160 countries. Now the supply chain, 
manufacturing and financial processes 
are organized under strict control, 
positioning Kellogg at the foretront of 
the Consumer Packaged Goods 
Industry. With its best-of-breed 
partners, Oracle 1s prov iding Superior 
consumer packaged goods solutions 
helping companies grow locally and 


globally. For more information visit 


wuww.oracle.com —— ations! 


ual, ti ithin Japan 047 3 352 6444 


Enabling the Information Age 
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THE WORLD’S BEST IN 
PROJECT FINANCE. 


Project Finance House of The Year 1997 
International Financing Review 


World's Best in Project Finance — 1997 Global Winner 


Global Finance Magazine 


Project Finance Bond House of The Year — 1995, 1996 & 1997 


Project Finance International 


Brooklyn Navy 
Yard Cogeneration 
Partners, LP 


$200,000,000 
$75.000.000 


Calpine 
Corporation 


$362.000.000 


CE Electric UK 
Funding Company 
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iA 4 


$10,000 001 


Humpuss 
Funding Corp 


Only Credit Suisse First Boston offers Project Finance clients unparalleled access to all 


financing sources. 


$350,000.000 


CalEnergy 
Company, inc. 


$450,000,000 


Edison Mission 
Energy Funding Corp 


£200,000,000 


CE Electric UK 
Funding Company 


Ma ' 
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$141.000.000 


Sumas 
Cogeneration 
Company, LP. 


$400,000,000 


CE Indonesia 
Funding Corp 


It'S what you would expect from the world's first truly 


$1,000,000,000 


Petrozuata 
Finance Inc 


{ 1 Manage 


$150.000.000 


Southern Peru 
Copper Corporation 


$550,000,000 
$250,000,000 


AK Steel 


$250.000.000 


Mandala 
Nusantara Limited 


$13,500.000 


Jasmine Submarine 
Telecommunications 
Co., Ltd 


global corporate and investment banking firm. 


CREDIT | FIRST 
BOSTON 


THE GREATER THE RESOURCES, THE GREATER THE POSSIBILITIES. 


$131,000,000 


PYCSA 
Panamá, S.A 


Manager 


$100,000.000 


YPF Sociedad 
Anónima 


$1,.200,000,000 


Ras Laffan Liquefied 
Natural Gas Company 


sad Ma 


$1,091,000,000 


Jorf Lasfar 
Energy Company 


we 


$1.350.000.000 


Ras Laffan Liquefied 
Natural Gas Company 


$180,000 ,000 


Jasmine Submarine 
Telecommunications 
Co., Ltd. 


jolo Manage! 


$110,000,000 


Orange Cogen 
Funding Corp 


ead Manager 


$107,000,000 


Caribbean Ispat 
Limited 


lit i tw 


$450,000,000 


Petrolera Zuata, 
Petrozuata C.A. 
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$67,850,000 


Coso Funding Corp. 
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Your 
FOREIGN 
EXCHANGE 
P MCrFTILer 


JUST LOOKING FOR 
AN FX DEALER, 
YOU'RE LOOKING FOR 


AN FX PARTNER. 


A BANK THAT MEETS 
YOUR NEEDS WITH 


INDIVIDUALIZED RESPONSES. 


1 FINANCIAL EXECUTIVES 


HAVE RECOGNIZED 
A BANK LIKE THAT. FOR 


19 YEARS IN A Row. 


! IMRO 


d by SFA am 


For the 19th successive year, Citibank has been 


lat 


voted No. 1 in Foreign Exchange in the 
Euromoney survey of Corporate CFOs, Treasurers 
and Fund Managers. Because year after year, 
Citibank is the only bank that regularly 
surveys its clients to learn how to better meet 


their needs. Citibank. Your global FX partner. 


CITIBAKG f 


97 Citibank. N.A. Citibank N.A. is regu 
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Déja vu 


Sir—One thing must be added to 
your leader and article on Sad- 
dam Hussein (February 28th). We 
have learnt nothing from history. 
In 1936 Hitler marched into the 
Rhineland. Nobody stopped 
him. In 1938 he occupied Austria. 
Again, nobody stopped him. 
Later that year, with the agree- 
ment of Britain, France and Italy, 
and with Neville Chamberlain 
declaring, “Peace in our time,” 
Hitler was allowed to occupy the 
Sudetenland. Czechoslovakia 
was almost destroyed. 
Onecannothelp thinking that 
the UN's agreement with Saddam 
will prove to be just as shortsight- 
ed. When willwelearn? —— 
.. Limpsfield Common, 
4 Surrey PETER FRANKEL 


Sig—Your leader, "Who's win- 


ball with America and... itsallies 
over United Nations weapons 
inspections in Iraq, it was Sad- 
dam Hussein who blinked.” 
Time will show that actualiy, he 
merely winked. 

Austin, 

Texas JAMES DUNAWAY 
greco WURT E PETI cated esee M 


Lottery loot 


Sir—Richard Branson, in his let- 
ter on Britain's National Lottery 


(February 21st), is apparently con- 
fused over the meaning of the 
word “efficiency”. He cites lottery | 
revenue per head in places such 











e Effic icien C 


lottery goes to good. 








| emery dh asso- 
ciated with th -cost-effectiveness 


of an Entre not its revenue 


generation. - | 
Mr Branson' s aim. that 100% 
of the profits from the New York 


90d: causes is 
incorrect. GTech, Guy. 






uy Snowden’s 
old firm, has been profitably 





under contract to the New York 
| lottery since 1993. His other Amer- 


ican example, , Massachusetts, is 
the exception, not the rule: the 
vast majority: of state lotteries are 
run by private (for-profit) compa- 
nies. As in Britain, 





tract pays such providers 45%, 


another 5% for the proprietor 


who sells the ticket and 50% for 


prizes. The rest goes to public 
causes. Cutting the (roughly) 1% 
that represents the profit (and 
incentive) for the lottery provider 


_ has little effect on the amount left 


over for the public good. 
New York .ScoTT SINCLAIR 


pum D P TH | 


Out of Africa 


Sig-Your article on how AIDS 
began (February 7th) is interest- 
ing, but I question your conclu- 
sion that without the Congolese 
war, Hiv3 might, like. its cousin 
HIV-2, Still be confined to a small 
area of Africa. l 

From December 1958 until 
February 1959, a small group of 
mining-engineering — students 
from theUniversity ofthe Witwa- 
tersrand spent their summer 
vacation working on the North- 






diamond mine in | Tanganyika 


(now Tanzania). In those days 
there was no direct rail link be- 
tween these copper mines—or 
those in the (then still Belgian) 
Congo--and the port of Dar es 
Salaam. The copper was trans- 
ported to the coast by truck along 

a "hell road”. Naturally, there 
es stops for drivers to eat and 
sleep, and these attracted prosti- 
tutes. It became widely known 
that the drivers would not sleep 
with "skinny" women because 
they were "sick" and would make 
them sick if they did. 

1 suspect, then, that H1v-1 was 


le on the march much earlier than 
.1959. Throughout history the 





great trade routes have carried 
more than merchandise. 

Toronto NORMAN HARDIE 
EATEN "S E 





An eye for an eye 


Sig—Your review of books on 
capital punishment in America 
("Cruel and ever more unusual", 
February 14th) displays several 
startling prejudices. First, the fact 
that a number of countries 
appear to equate the rights of 
vicious murderers with those of 
their victims is a less than con- 
vincing argument for a higher 
moral standard. Second, it is 
disingenuous to suggest that a 
murderer aged, say, 17 years and 
364 days should be less liable for 
his actions than one aged 18 years 
and one day. 

^A person who is executed for 
raping, torturing and murdering 
someone is seen to have received 
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in an American prison by some- - 
one convicted of homicide but 
not sentenced to death is four 
years. Even if we consider only 
those homicides that resulted in 
a murder conviction, the average 
is about eight years. Prison terms 
of that duration make recidivism 


much more likely. 
Vinkeveen, 
Netherlands A.H. KuckERTZ 


POSUERE sa A E EAA E A AAE ERRORES c JE 
To market 


SiR—In “An earthquake in insur- 
ance" (February 28th), you write 


that “86% of insurance executives 


polled by New York’s Insurance 
Information Institute ... thought 
that selling insurance risks to | 
investors in the financial mar- 
kets would prove a fad.” Actually, 
the result was the opposite: 86% 
thought it would not be a fad. 
SEAN MOONEY 
Insurance Information 
Institute 
etn i rata —————————— 


Powell perspectives 
Sir—Writing from a majority 


perspective, your obituary of 
Enoch Powell (February 14th) was 


balanced. Butas a minority black 


schoolboy living in England dur- 
ing his rise, I can assure you that 
he left an indelible mark on an 
innocent mind. His speeches, 
along with the sight ofSmithfield 
butchers marching in his sup- 
port, and the vitriolic tabloid 


press, so terrified me that I voted 
with my feet and left a beautiful 


"as New York and Norway tosup- ern Rhodesian (now Zambian) apunishmentthatisproportion- country still adore. 
| pon his a that Caelo copper belt and the Williamson ate to his crimes. New Port Richey, 
i New Jersey GLEN MIKESELL — 
TE 
E neus . 
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EXECUTIVE FOCUS 


MANAGING 
DIRECTOR 


BANGLADESH 


WHEN OPERATIONS ARE 
NOT GOING SMOOTHLY, 
COULD YOU 
PROVIDE THE ANSWER? 


Promoted by a consortium of 18 Corporate Bodies, 
including banks, insurance companies, industrial and 
financial institutions, and 2 non-resident Bangladeshi 
Investors Forums, the proposed National Housing Finance 
& Investments Ltd, the largest non-banking financial 
institution in Bangladesh, wishes to appoint its first 


Managing Director. 


The successful candidate must have had several years of 
management experience as a Senior Executive in banking, 
building society or other financial institution. He should 
demonstrate leadership qualities with strong negotiation and 
communication skills at all levels, together with good 
academic degrees and/or membership of professional bodies. 
He should also be accustomed to work in a fully 


computerised office environment. 


Salary and benefits are negotiable and will reflect the 


importance of the post. 


Suitably qualified and experienced Bangladeshi Nationals 
are invited to apply with full details by 7 April 1998 to 
Interspace Communications Ltd, Trafalgar House, 11 


Waterloo Place, London SW1Y 4AS, England. 
Email: isclon@msn.com 


PROJECT MANAGER/ 
IT SPECIALIST 


E. business leaders who want to take their companies in new directions, 

Price Waterhouse is synonymous with performance. We have built a global network 
in 119 countries and territories by effecting change for the world's most prestigious 
enterprises. As part of our global team, you'll enjoy the feeling of pride and 
professional accomplishment that comes with being part of a top-tier firm and 
working on challenging high-profile projects 


Our Bosnia Mass Privatization Program has an immediate opportunity for a Project 
Manager/IT Specialist. The position entails overseeing the implementation, 
revision and finalization of the workplan as needed, providing advisory and policy 
Support to senior management in government, facilitating relationships with 
government agencies, AID and vendors. The individual will also oversee the 
procurement process and ensure delivery by the hardware/software vendors and 
work with the project management to secure donor funds as needed. Qualified 
candidates will possess experience in developing and operating IT Systems for 
Mass Privatization programs in emerging markets 


As a member of our team, you will receive an outstanding compensation package, 

ongoing career development and flexible career options, in a supportive and progressive 

environment. For consideration, please send resume to: Price Waterhouse, 

E Dept. ECO-3/14, P.0. Box 20011, 1101 Wilson 
Boulevard, Arlington, VA 22209. Fax (703) 741-1616. 


Web site: http://www.pw.com/mcs 


We are proud to be an equal opportunity employer 


Price Waterhouse 


© 1998 Price Waterhouse LLP 
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Fax: 0171 930 0465 


A leading pharmaceutical 
company is losing its competitive 
advantage in new product 
development due to inadequate 
IT. There are thousands of pages 
crammed with data from 
hundreds of patients. 


There are also hundreds of 
doctors involved. You will be 
working across seven countries, 
all speaking a different language. 
Oh - and by the way - it is 
imperative that the solution be 
designed to accommodate patient 
confidentiality. 


In other words, none of the 
numerous doctors involved must 
be capable of accessing 
information other than that of his 
own patients. 


This is typical of the 
challenges regularly faced by 
The Life Sciences Group (LSG), 
a ‘Can Do’ organisation launched 
to reflect the dramatic shift 
that is occurring within the 


pharmaceutical industry as it 
adapts to meet the aspiration 
of improving the world's 
overall health. 


Burgeoning business means 
that we now need even more 
specialists to work within our 
global team. By that we mean 
exceptionally talented individuals 
possessing a powerful track 
record of success (minimum 5 
years) in consulting management 
with the emphasis on 
pharmaceuticals and healthcare. 


Expertise in IT solutions is 
also essential, as is fluency 
in English plus one other 
language. All attributes should be 
contained within a strong 
commitment to working in the 
Life Sciences sector. 


By combining the industry 
expertise of Gemini consulting 
and the IT excellence of Cap 
Gemini with in-depth market 
specific knowledge, LSG can 
provide the ultimate technical 
support to the pharmaceutical 
industry's aims. 


Should you genuinely feel that 
you can meet all our stringent 
requirements, then we can 
promise you all the freedom you 
need to be outstanding. The sky 
really could be your limit, 
in terms of both achievement 
and personal satisfaction. In that 
case we urge you to send your CV 
and current salary details to our 
UK office. 


Contact: Anne Charles, Cap 
Gemini Life Sciences Group 
130 Shaftesbury Avenue, London 
WIV 8HH . Tel: 0171 434 8000 
Fax: 0171 434 58908 e-mail 
anne.charles@capgemini.co.uk 
website address: http://www. 
capgemini.com/gmu/lifeAndex.htm 


ete Cap GEMINI 































Do you want. 3 2s 
* Broad exposure to significant business | issues 
across Europe? | 
* Opportunities for rapid prom: ation, Be i 
development and salary progression? | i 
* To bea consultant living in one cf E urope' 5 most 
vibrant and exciting business cities? ji 


‘Do you have... | 
* An excellent first degree? ~ o Nd 
* 1-3 years’ general consulting. experience us 
leading strategy consulting fi : 





| in 5 Englis pr 





" your x forore GM r options, one may be an 
1 val business school, but this appen veny 
C dr interesting alternative; 


/ please write, fax or email us on: 





* Basic Spanish (although all work i IS: vie n 


Sa nd 


“ADD: Resources, Claire House, Bridge Street, Leatherhead, Surrey KT22 8HY, UK. 
. Fax: +44 (0) 1372 814705 Email: response@ ADD-Resources.com 


NA - CONSULT INTERNATIONALLY 
Ch ana a distinctive style 


Cluster is a new and energetic strategy based consulting firm 
with major chents in most European countries. There are 
many interesting differentiators between Cluster and the 
major firms like the B’s and M’s; the focus on the extraordinary 
growth in the telecom industry sector is one and attention to 
the life style needs of consultants another. This is one of the - 
reasons why all consultants are encouraged to live in 
Barcelona, : although most of Cluster s. work i is outside of Spain. 


In three years the firm has grown to over 80 professional staff 
recruited from many of the leading brand names in consulting, 
inc luding nationals from most European countries. There are 
strong business indicators that Cluster's rapid expansion will 


continue and staff levels well into the hundreds are planned. 


This is an opportunity to build a career in a rapidly 


developing international, intellectually stimulating and fun 
environment, 





CLUSTER 





A truly global role in communications 











{Market Access) S 





<c.£4%5,000 ii 
Bonus 
+ Benefits 











|| At ICO Global Communications we're taking mobile 
T communications technology to a new level. Our system 
owl bridge the. incompatibili ity and coverage gaps at 
B ‘the touch of a button, using 10 state of-the-art 

os atellites to li ink people any time anywhere on the 
p anet: Our project has so much potential that it’s 

| i backed with more than $2 bill ion id 59 leading 


| k are 3 successfull ly building the technical and 

x commercial infrastructure that will allow us to offer 
service from the year 2000. But we must also win 
reculatory approval in more than 200 territories 

' Wari dwide and for that we rieed the help of a 

t highly qualified professional with experience in the 
3 ‘int ernational regu! latory arena. 


Responsible for planning overall regulatory strategy and 
policy, you will have expert knowledge and experience 
of all relevant national regulatory procedures for 
authorisation of telecommunications services, especially 
licensing applications. Other attributes should include 
strong analytical and planning capabilities and an 
awareness of the requirements governing data 
confidentially, security and related issues. 


An excellent communicator with fluent English and 
ideally one or more other languages, you should 
also have a working knowledge of mobile satellite 
communications systems. | 

This is a high-profile role within a truly multicultural 
organisation that offers a rare pioneering opportunity 
to a dedicated and ta lented professional. 


= Please send your full CV and current salary details quoting reference no JHO44/E to: 
7 The Resourcing Centre, ICO Global Communications, 1 Queen Caroline Street, 
| Hammersmith, London W6 9BN; fax: 0181 600 0660, email: recruit@ico,com, E | 


e = visit ı us on ‘the internet at http: f/wwiele Ice.com 
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" Professionals in Web-based electronic commerce 
cz, City 


Fixed income, equities, forex, futures and options, product concepts and equally new ways of 


OTC ~ in all the key investment categories, 
electronic commerce is opening up new and 
unparalleled business opportunities for us 
and for our clients. We're ready to conduct 
as much of our business on the web as our 
clients want —- and they're telling us they want 
the lot, from front to back. 

If you have 2 or more years experience in any 
of these product areas, we're inviting you to 


delivering them, instead of having your ideas 
and ambitions limited by the current state 

of back-office technology. You'll work with 
exceptionally talentec people, including IT 
specialists whose reputation extends way 
beyond the investment banking sector. And 
you'll work with a bank that's totally serious 

in its ambitions to become one of the few 
global players in investment banking, and one 


consider joining us in roles that will see you 
managing projects that are absolutely key in 
our quest to become one of the world's few 
authentic global investment superbanks. 
These are roles that are as much about client 
relationship skills and the business of 
investment banking as about technology: 
with some of the most talented developers 
in this or any business, you can count on 
technological platforms to drive your most 


that's ready to take calculated risks to reap 
disproportionate rewards. However, the essential 
qualification is the ability to actually deliver i te 
business value at least every three months. UMS 
Send your c.v. quoting reference: E: 13/C/98 to x. 
Camilla Bray, IT Recruitment, Kleinwort Benson o 
Limited, PO Box 560, 20 Fenchurch Street, 2 
London EC3P 3DB. Fax 0171 475 5801. . " 
E-mail ITRecruitàkben.co.uk 
For further details of other current vacancies, 
see our website: k 














ambitious business plans. 
But with an intimate knowledge of a specific http://www.dresdnerkb.com/recruitment/IT D 


Kleinwort Benson Limited is a member of the Dresdner Bank Group. 





product area, you'll be able to develop new 





€ Dresdner Kleinwort Benson 
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IFAD 


i J INTERNATIONAL FUND FORAGRICULTURAL L DEVELOPMENT 
j Via del Serafico 107, 00142. Rome, italy Fax 39. 6 5043463. 
seeks U 
TECHNICAL ADVISER (RURAL saad P5 


Duties and Responsibilities As the institutional focal point for financial 
services issues, the incumbent will: formulate policies and procedures for 
IFAD's financia! services activities. e provide guidelines and operational 
advice on financial services projects e oversee technical review of IFAD 
projects containing a financial services component e liaise with other 
institutions regarding rural finance, represent IFAD atinternational financial 
fora, and provide coaching and training to IFAD staff members. 


Qualifications and Experience Advanced university degree in at least one 
of the following disciplines: business administration with an emphasis on 
banking. credit and finance, or agricultural economics with a concentration 
on agricultural finance. Ten to fifteen years of relevant experience in rural 
financial systems/issues with agricultural or rural development institutions 


lin developing countries, preferably with direct client contact, loan- approval. 
-| experience and practical experience in commercial or developmentbanking. | 
^| Familiarity with project development, implementation and supervision in the 

~~ | context of an in irnational financial institution. Exposure to current issues 


| - in rural and microfinance credit. Strong written and verbal communication 


Ex ski lis are essential. 


Gross Salary Range US$82,758 to US$104,237 per annum plus post 
adjustment. 
Please send 2 copies of detailed curriculum vitae in English to the 
Personnel Division not later than 14" April 1998 
Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged. 


IRRI 


INTERNATIONAL RICE RESEARCH INSTITUTE 


Position Announcement | 
Water Scientist - Soil and Water Sciences Division 


^ ASIAN DEVELOPMENT BANK C x 


(Manila, Philippines) 


| Seeking highly qualified professionals, who are nationals of member couritries, fee 
the position of: | 


EVALUATION SPECIALIST 
(Ref. no. 98 - 08) 


The incumbent, reporting directly to a Manager of the Post Evaluation Office; will 
be responsible for carrying out independent performance evaluation of individual 
Bank-financed projects, programs or technical assistance operations; undertaking 
impact, reevaluation, and other special evaluation studies on specific thematic. 
topics, sectors or countries: and reviewing and commenting on documents relating. | 
to new loans and technical assistance operations and other papers relevant to the 

Bank's operations to ensure the effective feedback of lessons learned. Candidates 


| are expected to deal with projects/programs from a wide variety of sectors in. 


heterogenous environments of the Bank's developing member countries (DMCs). 


The responsibilities have also been enlarged to include the processing and 


administration of technical assistance operations for strengthening project 


| -performance managemenvevaluation capacity in the Bank’s DMCs. 
| General Qualifications: At least a Master’ s level degree in a relevant discipline and 


seven (7) years professional experience in operational, economic, social, and 
technical aspects of developing economies and/or preparation, economic and 
financial evaluation, appraisal, management and administration of development 


| projects in key sectors. Particular strength is welcome in such. fields as 
 macroeconomics, financial sector policy. infrastructure projects including power 


and transport, and urban development. Familiarity with the objectives and functions 
of multilateral development and financing agencies is desirable. Strong analytical 
skills are required to conceptualize and evaluate complex development issues and 
carry out effective economic and financial analyses, as well as leadership and good 


interpersonal skills. Woman are actively encouraged to apply. 


The Bank offers an internationally competitive compensation package, including 
excellent benefits, Qualified candidates should send cover letter and detailed CV, 
nó later than 28 March 1998, to HUMAN RESOURCES DIVISION, ASIAN 
DEVELOPMENT BANK P. O. BOX 789, 0980 MANILA, PHILIPPINES; 
Fax: (632) 636-2550. Internet: http://www.asiandevbank.org. 2 
Only shartlisted candidates will be notified. 





The International Rice Research Institute (IRRI) is seeking a Water Scientist for its Soil and Water Sciences Division to conduct 
research on the sustainable use of water resources for intensive and diversified rice production systems. 


IRRI is a member of the Consultative Group for International Agricultural Research (CGIAR), which is co-sponsored by the World 
Bank, FAO UNDP UNEP and some 30 other donors. It is a nonprofit, autonomous organization engaged in research and training on 
rice-related technology. The research center and administrative headquarters are in Los Baños, Philippines, but scientists work in 
partnership with agricultural research institutions in major rice-growing countries worldwide. 


The Soil and Water Sciences Division, which has approximately 100 staff members, conducts eoan on the management of natural 
resources in rice systems and on the chemistry, biology, and physics of rice soils and water, in support of IRRI's five ecosystem-based 
research programs. 


The water scientist, who will work primarily i in the Irrigated Rice Research Program but also in the Rainfed load Program, will 
be mainly responsible. for quantifying interactions among the different components of irrigation systems as they affect the overall 
productivity of water in the system. Particular emphasis will be placed on 1) how water savings at the farm scale translate into savings 
at the scale of irrigation systems and water basins, and 2) the potential and risks of crop establishment procedures for the effective use 
of rainfall in irrigated rice. The incumbent will also contribute to work on the off-site consequences of increased herbicide use under 
direct seeded rice; effects of intensive use of shallow tube-wells on ground water resources; water efficiencies and nutrient by water 
interactions in rainfed lowland systems. 


Applicants must have a PhD or equivalent in soil or water sciences or engineering, or related fields, at least five years post PhD 

>, and have demonstrated ability to establish collaboration with advanced institutions and national agricultural research 

m Marsden -Applicants should have a strong background in hydrology, soil physics, systems modelling and geographical information 
| Systems; an understanding of agronomy and socioeconomics; and preferably experience with rice systems in Asia. . 





Salary and perquisites: are internationally competitive. IRRI provides a gender-sensitive work environment and particularly welcomes. | 
ications: from women. . Applicants should send a comprehensive curriculum vitae including details of three referees to: i 


Tel: (63-2) 818 1926 

Fax: (63-2) 891 1292 

E-mail: k.fischer@cgnet.com 

Closing date: 30 April 1998 (or until position filled} 
Please refer to code IR-SW98-005. 






coe a 099, Philippines 
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-] diMilano - Settore Internazionale 


AL Fax, +4+39-2-85 155290 
Email: formaper. int@mi.camcom.it ARRGIANATO E AGRICOLTURA DI MILANO 


Besides providing informal ion, guidance, training and assistance 
to would be and new entrepreneurs, FORMAPER, the Special 
Agency of the Milan Chamber of Commerce for business 
development, is expanding its technical assistance projects 
within the international programmes established by the Milan 
and italian Chambers of Commerce. 

To implement these programmes in Central and Eastern 
European Countries (CEEO in the Newly Independent States 
(NIS) of the. former Soviet Uni on, and in ihe Mediterranean area, 


FORMAPER is seeking experts and 
consultants for short-term and long- 
terme e duca in the following fields: 


ment * business start-up 
E exp itn advisor * training 


with exce client written ands | spoken 
English and with, 

rience, pear 

EC and/or NIS. € 


and E pude i 
{the following addre 
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Es dustria, Artigianato e yon coltura 
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CAME TE H COMMERC Ho T on 


Via Ansperto, 5 - 20123 Milano 
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PRIVATE SECTOR DEVELOPMENT. 

CONSULTANTS i | 
An international consulting firm is seeking to ‘expand its: 
professional capability to provide counsel and technica 
assistance for the development of the private sector in: 
developing countries. The range of requirement covers policy 
planning and designing country and regional programmes, | 
managing implementation projects and working as a specialist - 5 


in the field. We are looxing for candidates with the capacity tọ |] 
lead business development in this field, as well as those | - 
available to work on short or long term projects. Positions are} 


available both to serve on a sub-contract as well as an 
employment basis for those with appropriate qualifications. . 


Jniversity education will be necessary for all candidates. It will | — 
also be an advantage for candidates to have appropriate field. | 


experience, speak English and languages such as Russian, 
Portuguese, Spanish, French or Chinese, or have worked with a 


development agency in this field. Of special interest will be |- 


experience in training. technical support centres, innovation 
centres and other means of supporting regional development. 
and macro finance. | 


Detailed curricula vitaes should be sent in confidence to: 


P.O. Box 4078 Jt Um 

The Economist, Eo 
25 St. James's Street, i 
London SWIA IHG 


All submissions will be acknowledged. 


For a full listing of 
4. 
current opportunities, visit 
WAV. Careermosiac.com/cm/aramco 





pw rging market economics ump 


SEMIS UFO ARE EL ARLE 


eme is a leading provider of economic advisory services, focused on 
emerging markets in Africa, Asia and the Former Soviet Union. We are 
currently seeking to recruit permanent staff to join our economic sector 
teams, and to identify associate consultants for long and short term 
assignments in the following areas: 


Public sector management: parastatal reform, public expenditure, 
taxation, regulation and deregulation, utilities, civil service reform, sector 
investment programmes, privatisation, regional development; 


Private sector development: business support infrastructure, enterprise 


restructuring, export promotion, investment promotion, business links; 


Sector policy and strategy: education, health, water and sanitation, 
power, telecommunications, transport, agriculture; 


"Financial sector reform: capital markets development, commercial | 


" banking, equity, micro-finance, accountancy, governance, pensions; 


Land markets: land privatisation, land titling, land finance, land market 
institutions; 


Labour markets: policy and strategy, vocational training, employment 
services, job search, information; 


Aid management: country and sector strategy, impact assessment, project 
| preparation, economic and financial analysis; knowledge management; 


. Economics. in business: regulated. industries, competition policy, 
| monopolies and mergers enquiries, regulatory advice, country sector and 
- project risk analysis. 


eme is an equal opportunities employer 


Applicants should send their Curriculum Vitae to Sarah Butterworth at: 


EME LIMITED, ICKHAM, CANTERBURY, KENT CT3 1QT. 
tel: +44, 0)1227.720600, fax: +44/0)1227-721471, recruitmentifemergingmarkets. co.uk 


A leading French codi firm is seeking 


CONSULTANTS IN CORPORATE SERVICES 


for short and long-term assignments for ongoing and 
Becoming projects in the following areas: 


Enterprise Restructuring 

Privatisation and Post-privatisation Support 
> Utilities Privatisation - 

ew» Small and Medium MM" Development | 


ul Candidates with at least five years of experience, 
E preferably in the NIS and Mediterranean countries, 
are most. welcome. 


.— Capacity 211 Information Specialist | 


Capac ity 27 was launched at the United Nations Conference. ord 
Environment and Development (UNCED) in Rio de Janeiro to assist 
developing countries in building capacity to integrate the: principles E 


of Agenda 21 imo national planning and development. One of the- ne 


main goals of Capacity 27 is to create a body of experience and 
expertise in sustainable development and capacity building that will 
be of continued material value to developing countries. 


Capacity 21 seeks an Information Specialist to manage Capacity 2/'s information; -f 
learning and outreach activities. 


The Information Specialist will: x 
Develop and disseminate publications, brochures, annual reports, ete, which dui F 
describe Capacity 21s activities. — 
Arrange for the production of photos and or videos to publicize Capacity 21 supported ^ 
activities; 

Organize and maintain a referetice unit or library for publications and videos; 
Update and-maintain a database of information on the national programmes, 

: Develop relationships with important journalists in the field; issue press releases ete. 
Develop and maintain a mailing list of important organizations and individuals in the 
field of sustainable development; as well as a constantly updated list of diplomats and 
heads of state; 

Participate in monitoring missions to ensure the quality of Capacity 2) information, 
and workshops organized by Capacity 21 to integrate information needs, 

Build partnerships with international and regional Resource Centres to enable Capacity 
21 to enhance its information materials and the dissemination of these materials. 
Ensure that the Capacity 21. Internet web page is maintained and kept up to date. 
Explore new ways of using the internet to enhance Capacity 21's information 
dissemination. 

Coordinate information needs for all major Capacity 21 special events. 

Coordinate Capacity 21 presentations during important UN Conferences and meetings. 


Skills and requirements: 
Excellent written and spoken English, with good capacity in French and Spanish. 
Graduate degree in information or related field and at least five years working 
experience in the field of information sharing. Working knowledge of the internet; 
ability to develop web-pages/sites. In depth experience with publication design. and 
publishing. Familiarity with the press and media-related organizations. Deadline for - 
applications: 30 April 1998 


Contact 
Patrice Boothe at 212-906-6055, fax 212-906-6973 or email pboothetüseed.undp.org 


INTERNATIONAL AIR TRANSPORT ASSOCIATION (IATA), the trade 
association for the scheduled airline industry, represents over 260 Member 
Airlines and provides a wide range of products & services to airlines, travel 
agencies & others in the air transport industry. We invite you to join our dynamic 
team as: 


DIRECTOR, BUSINESS DEVELOPMENT 
The Job 


Reporting to the Senior Director, Products & Services, the appointee will be 
expected to drive new business opportunities, turn ideas into new products and 
services, which generate a revenue stream for IATA and provide economic 
benefits to its customers. You will be required to be innovative and creative in 
your approach to further develop. and enhance existing products and services 
while developing and managing good relationship with key partners in joint 
development activities. You may come from any industry background but must 
rapidly gain an understanding of the air transport industry and the services Par 
IATA develops to serve the industry. 


The position will be based in one of IATA's main offices located i in Geneva, 
Montreal or London. 


The Person 


The successful candidate should have: 
University degree desirable; 
10 years proven experience in managing business development projects; 
the ability to develop comprehensive business plans using technology as a 
business enabler; 
commercially driven; 
strong leadership skills and the ability to motivate a team; 
. excellent spoken and written communication skills with ability to clearly 
communicate complex concepts. 


(Remuneration will commensurate with qualifications and experience) 
Interested candidates who meet the above requirements are invited to send an 


application together with a detailed Sumeuum. vitae, current and experten : 
salary, by 3 April 1998 to: e 


. Senior TEES Human Resources - 
Europe, Middle East & Africa. 


| .AATA Geneva. ue ou d. 1m 
A Route de l'Aéroport ^. A TER 
{y i 42 ES 21: Geheva Cointri 
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It takes 140 countries to 
accommodate all our MBA students 


The Heriot-Watt University MBA 
Programme is one of the world’s largest 
with more than 8,000 students studying 
by distance learning for examinations 
held at 300 centres in 140 countries. 


In North America, where there is a wider 
choice of MBA programmes than any- 
where in the world, it is one of the most 
popular MBA programmes with some 
3,000 students using 100 exam centres. 


We have achieved our international 
success by attracting experienced faculty 
with leading-edge expertise in their 
specialist subjects, an excellent 
reputation for teaching, and a truly 
international perspective. Their depth of 
experience is reflected in the high quality 
study materials which have been 
developed in association with Financial 
AUSTRALIA/NEW BRAZIL 

ZEALAND MindQuest Muttimerdia: Av. Aaja 

EMA (pen Learreng Pry Utd Gabaglia, 1482/c; 307, Balo 

? Marte Street. South Melbourne Honzonte MG 30380-090, BRAZIL 

Vie 3208. AUSTRALIA Tel. (455) 31 297 0292 

Tet (481) 3 9699 7144 Fox: (+55) 33 297 0347 

Fax (61/2 2699 4947 www mindquest com hr 


E mod. mba@ema cam au Contact. Mr Mauricio Wendling 
Contact Ms Lise Alexander! Lopes 


GERMANY 

MBA Agentur Bettina Schacht 
Hagedorn Strasse 49, 

20148 Hamburg, GERMANY 
Teifas. (+49) 40 490 4455 

E mail boschacht®t-online de 
Contact Mrs Bettina Schacht 


Times Management, a world leader in 
management education. 


We are also much more flexible than 
most business schools. You can study 
full-time or part-time at the new, 
superbly equipped business school in 
Edinburgh, Scotland. Or you can study 


HERIOT-WAT FP 
UNIVERSITY 
MBA PROGRAMME 


fiom 
DINBURGH 


SCHOOL | 





in association with 
FINANCIAL TIMES 
MANAGEMENT 


SCANDINAVIA AFRICA 

Fokus US. Chartarhouse CAMOEY, First Foor 

Assereve; 28, 5853 ()urhbaek Bubtts Pharmacy Budding 

DENMARK 15 Did Mam Road. Guten 36 0 

Tet: (+45) 65 2312 36 SOUTH AFRICA 

Fax (+45) 65 1312 86 Tet (+27) 3) 754 1298 

E mal MwanmbaGenail com Faw (+27) 31 764 4299 

Contact. Mr Robert Harmer Emal mhaQcamdey com 
Contact. Mrs Shirley de Bee 





where you live and work through 
distance learning, and take examinations 
locally. Or you can combine study 
methods — some courses with live 
tuition, some by distance learning. 
Those without a Bachelor's degree may 
enter the programme after passing 
examinations in two subjects. 


Choosing the right MBA for you is one 
of the major decisions in your career, 

so why not spend four days at one of our 
summer schools in Edinburgh before 
reaching a decision? Or look us up in 
Which MBA? — a critical guide to the 
world’s best programmes, published by the 
Economist Intelligence Unit. 


We invite you to review the detailed 
MBA prospectus from your local agent 
(quoting ref. 09): 


WEST INDIES USA/CANADA 
School of Busmess & Computer North Amencen Orstribwtor 
Srences $82! Stockton Avenue 


El Cerrina, CA 99530. USA 

Tet: («1) 510 528 3777 
Totl-teaw 1 800 8622 0707 

Fax: (+!) 510 528 3555 

E mal HWMBA@dogroe net 
Www degree revinba 
Contact John Bear PhD 


59 Sagan Drive, Champs fleurs 
Irmdad WEST INDIES 

Tet (+1) 868 645 445) 

Fus. (+!) 868 645 3475 

Email sbcs-cytbcanb fink net 
Contact. Me Robo Mara) 


REST OF WORLD Financial Times Management - 128 Long Acre, London WC2E SAN, UK - Phone: (+44) 171 447 2020 - Fax: (444) 171 240 8018 - Email hwattmhaibftmanagement com : Contact Becky Warren 


^ Em EL 


* 
















is —m The e fairs fair principle MF 
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in th ie world, atk with 7, 000 exhibi tot fs gathered 
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international foresight. 
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East Asia's new faultlines 


D FAST-CHANGING East Asia, balancing 
the natural rivalries among its four big 
powers—America, China, Japan and Russia— 
its several middling ones and its host of 
smaller fry is difficult even in the best of 
times. These are not the best of times. As far- 
from-small Indonesia may yet show, with its 
economy disintegrating and communal ten- 
sions rising, a sudden eruption anywhere in 
the region can do damage all round. All the 
more so, as East Asia lacks a stabilising net- 
work of criss-crossing alliances. 

Indeed, the recent financial turmoil has 
temporarily robbed the region of some of the 
stabilisers it did have, and had come to take 
for granted: strong economic growth and fast-improving liv- 
ing standards. From Japan and South Korea to Malaysia and 
Indonesia, mounting bankruptcies, growing unemployment 
and rising inflation are adding new faultlines to old fractures. 
In such a fragile region, economic self-confidence may not be 
the only casualty. The region’s political and military stability 
is also at risk. 


A question of balance 


Before the currency and stockmarket troubles started last 
year, East Asia had been hoping for a bout of tranquillity. Chi- 
na’s earlier reef grabs in the South China Sea and attempts to 
intimidate Taiwan (which it claims as its own) by firing mis- 
siles into nearby shipping lanes had caused widespread 
alarm. But America’s robust response to the Taiwan crisis, 
sending two aircraft carriers to keep a protective eye on the 
island, had restored confidence that regional peace would be 
preserved. America’s action and the strengthening of its secu- 
rity alliance with Japan helped persuade China to start 
mending fences in South-East Asia, to play a less obstructive 
role in the ASEAN Regional Forum (arr, the one official secu- 
rity talking-shop, organised by the Association of South-East 
Asian Nations) and to improve ties with all the bigger powers, 
America included. Not all these gains need be lost, but the 
outlook for East Asia is now much bleaker. 

ASEAN, the once cosy hub of the regional-security dia- 
logue, is in disarray. Frictions that emerged last year over 
whether to offer membership of ASEAN to junta-ruled Myan- 
mar (which got in) and coup-ridden Cambodia (which did 
not) have intensified as the economic gloom has deepened. 
Migrant workers attempting to escape Indonesia’s sinking 
*conomy are already certain ofa less tolerant welcome in Ma- 
aysia and elsewhere around the region. As insecurities 
mount, countries such as Singapore and the Philippines are 
ooking to America for closer military connections or politi- 
:al reassurance, Others, such as Malaysia, are publicly critical 
xf such moves and keener not to offend China. 
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Things could yet get a lot worse. The fate of 
Indonesia, ASEAN's most populous power by 
far, is critical. If it can check popular unrest 
and start to repair its economy (both seem- 
ingly forlorn hopes for now, see page 27), 
ASEAN's divisions could be quickly mended. 
But if Indonesia explodes, throwing the re- 
gion into disarray and setting off another 
damaging downward economic spiral, or 
else turns more strongly to Islamic national- 
ism to hold itself together, ASEAN's divisions 
could widen into rifts. Old rivalries and terri- 
torial claims, covered over in the name of 
ASEAN Solidarity—a notion first invented in 
the 1960s in part to contain Indonesia’s re- 
gional ambitions—could quickly reappear. Far-fetched? The 
last period of violent political change in Indonesia, in the 
mid-1960s, claimed some 500,000 Indonesian lives and al- 
most led to war with Malaysia. 

If Indonesia does erupt, the damage would go far beyond 
ASEAN. Australia is already alarmed at the instability afflict- 
ing its northern neighbour. Much of Japan’s trade, including 
critical oil supplies, passes through nearby straits. American 
warships that have long helped ensure that the region’s sea 
lanes stay open depend on unimpeded passage through In- 
donesian-controlled waters. And so on. 

South-East Asia is at the centre of the regional crisis, but 
tensions and territorial disputes abound farther north too. 
Meanwhile, Japan and South Korea, the two countries that 
America was counting on to help shoulder some of the wider 
security burden in East Asia, are bowed by their own finan- 
cial woes. Both have lent heavily to Indonesia, where more 
shocks could do still greater damage to the region’s two most 
developed economies. 

But even short of that, both South Korea and Japan will 
find it harder to stump up the cash for the upkeep of Ameri- 
can bases on their territory, or for the two new nuclear reac- 
tors for North Korea that are part of a $5 billion-plus bargain 
to end that country’s production of weapons-usable pluto- 
nium. Defence cuts will delay South Korea’s purchase of mili- 
tary equipment needed to contain the threat from North Ko- 
rea. Japan will be less able to offer the extra (if still modest) 
support it has promised to America in future regional crises. 
Japan has been using generous aid to promote regional stabil- 
ity: less cash, less leverage. 

The country that stands to gain most from these latest tilts 
to East Asia’s political balance is China. Its chief rival for re- 
gional leadership, Japan, looks economically humbled, 
whereas China’s economy has so far seemed immune from 
the regional chaos. That is an illusion: China's economy suf 
fers from many of the same weaknesses as Thailand's, South 
Korea's or Indonesia's and is in for some wrenching changes 
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of its own—with a similar risk of social unrest. But for now 
China’s apparent state-controlled vigour in some eyes com- 
pares favourably with the ills of East Asia’s capitalisms. Thus, 
although China has supported recent 1MF-led aid packages, 
expect it also to try to capitalise on discontent with “western- 
imposed” austerity. Even before the financial problems 
struck, China had been mounting a charm offensive to blunt 
American influence in the region. China has long opposed 
the presence of American troops, and last year said so openly. 
East Asia, it argues, can sort out its own problems. That view 
may now find readier support. 

There is, of course, plenty that East Asia’s governments can 
do to get themselves out of the current crisis. ASEAN’s nostrum 
of “non-interference” in its members’ affairs has already been 
set aside more than once, as governments have scrambled to 
limit the contagion from collapsing currencies and stock- 
markets. Its members could usefully help persuade Indone- 
sia's government to implement 1MF-style reforms—instead of 





leaving the difficult conversations to outsiders. 

Work on confidence-building measures of a military sort 
under the umbrella of the ASEAN Regional Forum needs to be 
pushed forward. Though more easily negotiated in the good 
times, greater openness in military budgets and doctrines 
and suchlike is all the more necessary in the bad times. China 
is chief foot-dragger here, though not the only one. 

Most important, though, is not to let the tensions in 
South-East Asia upset relations among the big powers. Al- 
though high-level contacts have intensified among all four, 
America’s role remains crucial: it is the only country capable 
of balancing a rising China. Yet America cannot be expected 
to do the job alone indefinitely. It needs Japan’s support cer- 
tainly, and also Europe's. European trade and financial inter- 
ests in East Asia are almost as big as America's. Next month's 
Asia-Europe summit offers a good opportunity to think 
harder about how Europe can help underpin the security on 
which East Asia's economic recovery now depends. 





Coping with BSE 


Whether Britain will suffer an epidemic of the human form of mad-cow disease 


is still unclear 


T IS almost two years since the British government an- 

nounced that mad-cow disease (bovine spongiform 
encephalopathy or BSE), a degenerative infection of the brain 
that ravaged Britain's herds during the 1980s, could have 
spread to people. At the time, ten people had died from what 
was described as a “new variant" of a human illness called 
Creutzfeldt-Jakob disease (CJ D). On March 9th a committee of 
inquiry started an investigation into the mess. Meanwhile, in 
America, a conference organised by the Centres for Disease 
Control began looking into the whole question of *emergent" 
infectious diseases. 

Whether nvcyp will reach epidemic proportions remains 
to be seen. Even now, only 24 people—23 in Britain, and one 
in France—are known to have died from the illness. It is not 
yet clear, nor is it likely to be clear for several years (see pages 
19-23), whether those deaths are the harbinger of a plague. 
There are, nevertheless, some important lessons to be learned 
from the way that the British government handled the prob- 
lem when it was confined to cattle. These lessons apply to any 
new and unknown disease. Most pertinently, they apply to 
the way that nvcjp (as opposed to the animal disease BSE) is, 
itself, dealt with from now on. 


An ounce of prevention . . . 


Responding to a previously unknown disease brings a di- 
lemma. Over-reaction risks diverting scarce resources from 
real and soluble problems. Under-reaction risks an epidemic. 
The British government has managed by turns both to under- 
react and to over-react. 

There is a glaring contrast between the way the British gov- 
ernment responded to BSE and its response to AIDs. When 
AIDS arrived in Britain, a vigorous and controversial advertis- 
ing campaign was launched. This campaign, crucially, did 
not just address the clear danger to the country's gay commu- 

nity, but also the less-proven risk to its heterosexuals. In Brit- 
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ain, in common with most western countries, heterosexual 
AIDS has not become rampant. How much that is due to offi- 
cially sponsored awareness of the risks is a moot point, but it 
would be a brave commentator who claimed that money 
spent on promoting such awareness was money wasted. 

In the case of Bse, by contrast, the government invested 
much of its initial effort in talking the crisis down. The com- 
mittee of inquiry has already discovered, for instance, that 
one of the vets who first noticed the disease was asked to re- 
move comparisons with scrapie (a similar illness of sheep) 
from his report. Unlike the case of Arps, of course, the threat 
that BsE posed to human health was then unknown, and for- 
mer ministers from the period claim that their statements 
and actions were always in accord with the contemporary sci- 
entific understanding. This seems implausible. There were re- 
peated official statements that eating British beef presented 
no threat to human health. Not *an unknown threat" but 
"none". It is difficult to believe that any responsible scientist 
would have told a minister this. 

By the time Bse had almost run its course, on the other 
hand (and after a change of government) a risk of one case of 
nvCjD per billion people was enough to cause the sale of beef 
on the bone to be banned. Better to have been honest to start 
with, presented the known and possible risks as was done for 
AIDS, and let people make up their own minds. 

The second difference between the response to AIDs and 
the response to BsE was in the attitude to research. Those who 
work on AIDS were showered with cash by many of the 
world's governments. The amount of money spent studying 
BSE has been pitiful. Few would argue that all Arps-research 
budgets have been spent wisely. But they have yielded re- 
sults—first tests for the disease, and then treatments. It is 
symptomatic of the lack of research on BSE and CJD that no 
test yet exists which can show whether or not a cow (let alone a 
human)has the disease before the symptoms have developed. 
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| ustification for banning the export of cattle that had been 
-shown to be infection-free. 

- More perti enttothe question ofhuman health is that no 
. one has an inkling about how nvcjp might be cured. No one 
_ even knows how it kills. Developing a cure for a disease is a 
protracted | business even when the illness is well understood. 
` [n fact it takes about as long as the period between the identi- 
_ fication of BsE and today. An entire cycle of the process, in 
other words, has been wasted. If a sensible amount of research 





The | ingering tequila hangover 2 





What lesson does Mexico, still recovering from its 1995 currency crisis, hold 
_ for embattled Asians? Above all, that economic reform alone may not be enough 


T TE ARE bringing this crisis to a close.” It was with 
vs s V Xthese words that Warren Christopher, then the 
American secretary of state, made public a $20 billion salvage 
- operation for Mexico three years ago. True, the bail-out pre- 
. vented Mexico's currency collapse from turning into bank- 
ptcy. But the announcement was premature, as the next two 
-years of recession made clear. And the hangover lingers on, 
¿despite the hopeful buzz surrounding Mexico of late. 

2 Nowadays, Mexico is often held up as a model of post- 
= crisis virtue to the hapless Asian tigers, and with some reason. 
-The austerity package imposed in 1995 by President Ernesto 
“Zedillo was stricter than any the mF has dared suggest to In- 
` donesia or its neighbours. Moreover, the results have been im- 
_ pressive: inflation, once roaring above 50% a year, is down to 
(3576 and falling, and a horrific economic contraction of 6.2% 
in 1995 has given way to solid growth. But Mexico is still strug- 
. gling to come to ter ith the main reason it got into trou- 
_ble: the shady politics and murky economics born of seven 
i decades of rule by the Institutional Revolutionary Party (PRI). 


















e politics of the peso 
To his credit, Mr Zedillo has made economic policymaking 
» more open and independent of the formerly all-powerful 
presidency. The finance ministry, for example, which used to 
“guard statistics jealously, now publishes them early, often 
and on the Internet. Still, distrustful investors have wondered 
aloud whether the central bank—which lost much credibility 
with the collapse—really enjoys the independence guaran- 
teed it by the constitution to pursue price stability. The doubt- 
ers have noted that the government's policy on the peso, 
‘which is theoretically free to float, has actually been set by a 
committee controlled by the politicised finance ministry, 
: though the central bank is represented. Now Mr Zedillo is 
taking note: on March 6th, he declared that he wants to give 
‘the central bank full control over exchange-rate policy. 

. insulating the peso from presidential politics is all to the 
good, especially as Mr Zedillo draws closer to the end of his 
-non-renewable six-year term in 2000. One danger is the lin- 
-gering lack of accountability of the presidency. A cabinet 

member explains how that fuelled the tequila crisis: “If there 
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light of day within a a decade By then it it mayb D 
because there is no epidemic—or too late. ` 

Attitudes are changing, and the British gover 
ae sponsoring useful research. But R 


will surely come theith way. 







































had been any real checks on the executive in 1994, we simp 
would not have been able to issue nearly $30 billion of doll: 
denominated debt behind Congress's back.” Another dan 
is the uncertainty and skulduggery surrounding the six-yean 
handover from one PRI leader to another, which have typi 
cally been so great that they have prompted a financial crisis 
Mr Zedillo accepts the need to break with the politics of the” 
past: "We must continue working intensely to avoid... the 
crises that have always cropped up at the end of federal ad- 
ministrations for almost the past quarter century.” To do so, . 
he must remain steadfast in his democratic convictions. 
Yet some signs suggest his modernising administration - 
may be backsliding. Officials have recently "encouraged" 
eral critical television and radio shows to tone dow: 
content or sack their presenters. Frustrated by the lack of pr 
gress in peace talks with the Zapatist rebels still makii £ 
ble in the south, the government has just lashed out 
heavy-handed deportations of foreigners it blames for th 
rest. Mr Zedillo’s men have even been harassing hawkei sel 
ing satirical masks of him, though masks mocking ex-Presi 
dent Carlos Salinas have long been sold with impunity. Mo 
disturbing have been Mr Zedillo's attacks on party rivals criti- 
cal of his free marketry. Some such "dinosaurs" have been 
noisily launching their presidential campaigns; others have 
left the party altogether. At the PRI's 69th birthday | party last — 
week, Mr Zedillo pounced upon them as cynics and traitors = 
“of low moral calibre”. | 
Such talk is worrying from Mr Zedillo, who has done : 
much to change the political system. It was his electoral re- 
form, for instance, which paved the way for the elections last 
year that gave Mexico its first opposition-dominated Con- 
gress in modern times. But he and his cabinet colleagues still 
tend to ignore the vast popular base of the PRI, and rule the 
party as a tyranny of technocrats. Mr Zedillo would do well to — 
give the dinosaurs space, distasteful as that may seem, for tol- 
erance of dissent is the hallmark of democracy. And democ- 
racy, by promising to end the grip of one-party politics on the : 
economy, offers the only real hope that Mexico can break fr 3 
of its ugly economic cycles and uber crises. 
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Magnates and metaphysics 


What links Wittgenstein with Hitler, Stalin and Rupert Murdoch? Nothing has 


been proved—yet 


HE damning truth is out. The philosopher Ludwig Witt- 

genstein caused the Holocaust. It is “a fair bet” that it was 
he who, as a schoolboy in Vienna, “turned Hitler into the 
killer of 6m Jews.” There is more. Wittgenstein recruited the 
Soviet spy ring of Blunt, Burgess, Philby and Maclean at Cam- 
bridge in the 1930s. And he also once threatened his fellow 
philosopher, the late Sir Karl Popper, with a poker. The shock- 
ing news about Hitler and about Wittgenstein’s career as a 
master spy was splashed across the pages of the London Sun- 
day Times on March 8th. The poker tale appeared in the 
Times Literary Supplement. And here is the real story. Both 
papers are owned by the media magnate, Rupert Murdoch, 
who last month dumped a book about Hong Kong because he 
feared it would damage his business interests in China. 
Which of the magnate’s interests are now behind this attack 
on the century's most famous philosopher? 

First consider the facts about Wittgenstein. In 1904-05 he 
and Hitler were indeed pupils at the same school (though two 
classes apart). Wittgenstein’s family had converted, but it was 
of Jewish origin, and it is possible that Hitler met and disliked 
Wittgenstein. At Cambridge in the 1930s, Wittgenstein did 
flirt with the idea of giving up philosophy to work as a 
labourer in Stalin’s Russia. He opposed Marxism but ad- 
mired the Soviet solution to unemployment. On this slender 
basis, Kimberley Cornish, an Australian writer whose book 
“The Jew of Linz” was excerpted in the Sunday Times, makes 
his inferences. The logic is simple: if a claim has not been 
conclusively refuted, then that is a good reason to believe it. 
This principle is of little use in the natural sciences, but it 
works profitable wonders in the science of publishing. 
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Can such reasoning be used to cast light on Mr Murdoch’s 
motives? Indeed it can. In a passage that is well-known to un- 
dergraduates yet curiously neglected by Mr Cornish, Wittgen- 
stein makes fun of someone who buys “several copies of the 
morning paper to assure himself that what it said was true”. 
What clearer evidence could there be of Wittgenstein’s hostil- 
ity to men such as Mr Murdoch? In a place like Britain, where 
one man owns many titles, it is hard to get at the truth even by 
buying several copies of different newspapers. Plainly it is in 
Mr Murdoch’s interests to discredit such opponents of diver- 
sified media ownership. 

And consider this. Wittgenstein often bemoaned the 
cheapening of culture and the Americanisation of life. He 
wrote that the spirit which informs “the vast stream of Euro- 
pean and American civilization in which we all stand”, and 
especially its dependence on technology, was “alien and un- 
congenial” to him. That takes little decoding. It means that 
Wittgenstein would never have bought a satellite dish, or 
tuned into one of Mr Murdoch's cable channels, or surfed 
along to foxnews.com on the Internet. Then there is Wittgen- 
stein’s apparent hostility to reporters. In conversation he was 
quick to deride the work of his rivals as “philosophical jour- 
nalism”. Might this distaste for journalists have marked Witt- 
genstein out for attack? Well, maybe not, since Mr Murdoch is 
believed by some of his employees to share that prejudice. 

Perhaps there is room for reconciliation between the 
metaphysician and the magnate. Wittgenstein once wrote in 
one of his notebooks that “I have often learnt a lesson from a 
silly American film.” Surely that is a sentiment to gratify the 
owner of 20th Century Fox. 





The talking FDI blues 


A treaty to protect cross-border investments is a good idea. The one 


now being crafted is not 


HE devil finds work for underemployed international 

bodies to do. The Organisation for Economic Co-opera- 
tion and Development (OECD), a Paris-based club of wealthy 
nations, does sterling work as a talk shop and data-collection 
point. But its officials crave grittier tasks, which may be why, 
for the past three years, they have been helping negotiators 
from 29 countries to craft a treaty called the Multilateral 
Agreement on Investment (MAI). 

Foreign direct investment—cross-border ownership of 
companies, property or production facilities—has been grow- 
ing rapidly in recent years, thanks in part to a more welcom- 
ing attitude by governments everywhere. But whereas global 
rules exist to regulate trade in goods, there is none to regulate 
foreign investment. Much though such rules are needed, the 
OECD's negotiations have been predictably bedevilled. They 
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would be better scrapped than prolonged. 

The Mai has been in trouble from the beginning (see page 
85). International rules to protect foreign direct investment 
were discussed in the Uruguay Round, the last round of 
global trade negotiations, but foundered on a lack of consen- 
sus; the final Uruguay Round agreement in 1994 ignored the 
subject. The MAI talks started shortly after. But unlike other 
Uruguay Round leftovers, the MAI was not inherited by the 
World Trade Organisation, the 132-nation club that has suc- 
cessfully handled further bargaining over trade in informa- 
tion technology, telecommunications and financial services. 
Instead, the investment negotiations were taken on by the 
OECD. This was a bad idea on several counts. 

For one thing, the OECD has only 29 members, most of 
them relatively open to foreign investment; the talks have ex- 


THE ECONOMIST MARCH 14TH 1998 


i "S UT. | d 1 
* d "T: v " m 5 B M bad 5 , v p f $ vM 
b 


E TS ads. i sd 






There have been dark clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dark cloud set in... economic uncertainty. 


We Malaysians, WEE expect this to clear too. 
In due time. With an optimism that is borne out 
of four decades of incredible economic growth 

the world has been witness to. 


With the perseverance to make changes and sacrifices, 
With the wisdom of solid economic fundamentals 

to see us through. With the determination to do 
everything for the economy to bounce back. 


And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 
Bullish on Bouncing Back 
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cluded such countries as India and Indonesia, where foreign 
investment is heavily regulated. For another, the OECD, 
whose main job is economic research, has no experience run- 
ning such a complicated negotiation. And third, while the 
World Trade Organisation has a legal apparatus in place to 
deal with countries that violate their commitments to open 
trade, the OECD does not. If the bargainers were to agree on 
new rules for investment, they would also have to create a way 
to enforce them. 

Under those circumstances, the MAI negotiations would 
have been difficult even if the participating countries had 
been enthusiastic. They are not. In principle, they all agree to 
give visas to foreign executives, to treat foreign investors no 
differently from domestic investors and to make their regula- 
tions transparent. But they have reservations—roughly 300 
pages of them. Canada aims to keep foreigners out of maga- 
zine publishing. France wants to keep culturally sensitive in- 
dustries out of foreign hands. The United States refuses to ad- 
dress the regulations of its 50 states, which have been known 
on occasion to discourage foreign purchases of insurance 
companies, or to end federal subsidies. During the Uruguay 





Round, countries agreed to lower many existing trade barri- 
ers; at the OECD there is no such willingness to deal. Almost 
the only investment-related commitment the OECD mem- 
bers seem willing to make is not to erect new barriers. 


Bring on the WTO 


There is much to be gained from a treaty that really does elim- 
inate the obstacles to foreign investment. But with the rich 
countries losing interest and with few emerging economies 
involved in the talks, the MA1 is unlikely to bring great bene- 
fits even if negotiators surprise themselves and strike a deal 
by April 27th, their self-imposed deadline. 

So much has gone so wrong that a worthwhile agreement 
probably cannot be salvaged, even if the deadline is extended 
indefinitely. Admitting defeat is not in trade negotiators' na- 
ture. But closing down the aimless MAI talks and letting the 
World Trade Organisation tackle the subject anew would not 
deal a death blow to liberalisation. On the contrary, the cause 
ofa more open world economy—and the future good name of 
the oEcp—would be much worse served by striking a bad 
deal than by no deal at all. 





Cool Britannia 


Nothing is sadder than trying too hard to be cool 


T STARTED life in 1967 as the title of a song by the “Bonzo 

Dog Doo Dah Band”. By 1996 it had become a new flavour 
of Ben and Jerry’s ice cream and the title on a Newsweek 
cover. Now it is government policy. Many people are already 
sick of the phrase “Cool Britannia”. But they should brace 
themselves—they are about to be subjected to a barrage of self- 
conscious hipness from the happening Blair government. 

Worried by opinion polls suggesting that foreigners re- 
gard Britain as backward-looking, and keen to burnish its im- 
age for dynamism, the Blair government is intent on present- 
ing Britain as a modern, thrusting type of nation. Foreign 
dignitaries have already been experimented upon. A summit 
with President Chirac was held on the 38th floor of Canary 
Wharf, London’s newest skyscraper. Dinner was prepared by 
a young local chef, to emphasise that these days British people 
can cook—although the government's efforts to get the chef to 
change his name from Anton to Tony (more British, you see) 
were unsuccessful. The heads of government at the Common- 
wealth conference last year were treated to a jazzed-up ver- 
sion of the national anthem; the queen was seen to wince, but 
foreign leaders have generally reacted with commendable 
tact to these forward-looking displays. 

And this is just the beginning. World leaders coming to 
Britain for the Asia-Europe summit next month will be 
greeted by four “space-age pods” placed on Horseguards Pa- 
rade, designed to showcase Britain's role as a creative power- 
house. In the next few weeks the British government is going 
to launch a committee of ministers and cultural luminaries, 
to come up with other ideas to help "rebrand" Britain. 

If Britain is still regarded overseas as haughty and starchy, 
there is no harm in emphasising a more relaxed side to the 
country. But Mr Blair's advisers argue that there is a serious 
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economic purpose to all this rebranding. Put crudely, if the 
rest of the world regards Britain as backward-looking and 
fusty, it is less likely to buy British. A bit of propaganda about 
"cool Britannia" could work miracles. 

That sounds all right. But actually the logic is circular. To 
emphasise his point that Britain is on the cutting-edge, Mr 
Blair has taken to larding his speeches with British success 
stories. Everything from the music industry to (we aren't kid- 
ding)the Dyson dual-cyclone vacuum cleaner and Blatchford 
artificial limbs have been enlisted to prove his point. But if 
Britain's creative industries are the success story that Mr Blair 
suggests, then the country's allegedly backward-looking and 
fusty image is clearly no bar to commercial success. If, on the 
other hand, Britain is not quite as trendy as Mr Blair would 
like everyone to believe, then efforts to rebrand Britain may 
end up looking hollow and boastful. 


Mad for it 

What is more, there is a particular danger in putting "cre- 
ative" industries and youth culture at the centre of a govern- 
ment-sponsored effort to change Britain's image. These are 
things that depend on fashion and spontaneity. But few 
things are less fashionable or spontaneous than a grinning 
politician in a suit. Already there are signs that Britain's cre- 
ative types are beginning to rebel at being enlisted in impre- 
sario Blair's spectacular (see page 64). 

Above all, as any teenager could tell Mr Blair, self-con- 
scious efforts to be cool are about as sad as you can get. If Mr 
Blairoverdoes the thrusting youthfulness, Britain and the rest 
of the world may soon be begging for pomp, circumstance 
and stiff upper lips. 
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THE SCIENCE OF BSE 


Bungled 


The mad-cow saga has become a squabble over what sorts of beef should be 
sold. Another issue matters more: is enough money and effort being devoted to 


research into the disease? 


N OCTOBER 1996, six months after the 

British government caused panic by an- 
nouncing that mad-cow disease (BSE) had 
probably killed ten people, a panel of inde- 
pendent scientific experts delivered a con- 
fidential report on the disease to the Euro- 
pean Commission in Brussels. The report 
listed the experiments needed to guess at 
the size of a potential epi- 
demic of the disease in peo- 
ple. It makes depressing read- 
ing: the list is very long. 

Partly, this is because BSE 
is a very curious disease. 
Along with scrapie in sheep 
and Creutzfeldt-Jakob disease 
(CJD) in humans, it is a mem- 
ber of a class of strange degen- 
erative diseases of the brain 
known as transmissible spon- 
giform encephalopathies, or 
TSES. Until the BSE epidemic 
began, few scientists studied 
these diseases and little was 
known about them. A lot of 
work was, and is, necessary 
just to discover the basics. 

But the list of needed ex- 
periments was also long be- 
cause of incompetence and se- 
crecy, particularly in Britain's 
Ministry of Agriculture, Fish- 
eries and Food (MAFF). Its offi- 
cials refused to assist outside 
researchers, and important as- 
pects of the ministry's own re- 
search were botched. 

Now the whole sorry affair is to be in- 
vestigated by an official committee of in- 
quiry. That, however, is scant comfort to 
farmers whose livelihoods have been de- 
stroyed, still less to those who will fall vic- 
tims to the disease. Nor will the inquiry do 
anything to answer the crucial question: 
how many more people are going to die as 
a result of eating infected meat? 

The reason TSEs are so unusual is that 
they are thought by most scientists to be 
caused not by a virus, nor by any other con- 
ventional parasite, but by infectious pro- 
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teins called "prions". 

Prions, the theory runs, are misfolded 
versions ofa protein (known confusingly as 
the "cellular prion protein") that cells make 
all the time. When present in a brain, 
prions alter the way that the normal cellu- 
lar prion proteins fold, so that they too be- 
come misshapen. These newly recruited 





proteins then go on to engage in the same 
sort of mischief, recruiting yet more prions. 
Eventually, the misshapen forms predomi- 
nate, and the animal dies with its brain full 
of holes. Exactly how or why the accumula- 
tion of prions causes death remains un- 
known. Even the role played by normal cel- 
lular prion proteins is as yet a mystery. 

In people, prion diseases are generally 
rare. Most deaths from them are due to 
"sporadic" cjp—that is, cjp which occurs 
for no known reason, and does not appear 
to be transmitted from person to person. 
Sporadic cyp has a worldwide incidence of 


one person in 1m every year (so Britain ex- 
periences about 50 cases a year). But since 
1994 two dozen people—23 in Britain and 1 
in France—have died from a new prion dis- 
ease, known as new-variant CJD (nvC]D), 
and others appear to be sick with it. Exactly 
how many others is hard to say. At the mo- 
ment nvCJD, like other prion diseases, can- 
not be diagnosed in a living person. Its lin- 
gering course means that a year can pass 
between the onset of symptoms and death. 


Just the facts 


Over the past two years, several different 
lines of evidence have shown that nvcyD is 
indeed the human form of mad-cow dis- 
ease. But the only firm fact on which to base 
guesses about the size of a possible human 
epidemic is that at least 710,000 infected 
cows entered the human food chain before 
1996. This was the year that 
the “specified bovine offal 
ban”, supposedly put in place 
in 1989 and designed to pre- 
vent people from eating tissue 
that might be infective, began 
to be policed properly. 

Prion diseases are hard to 
study. Since there is currently 
no diagnostic test, the only 
way to be sure that somebody 
(or some animal) is sick with 
one is to wait until the victim 
dies and then examine the 
brain (itself a risky procedure). 
Since prion diseases have 
long incubation periods, ex- 
periments on them take 
years—two years in mice, 
seven in cows and as many as 
ten in primates—and so are 
extremely expensive. Setting 
up a prion-diseases labora- 
tory from scratch is, therefore, 
a major enterprise. 

Nonetheless, it is not just 
wisdom of hindsight to say 
that far more could have been 
done than actually was. Between 1992 and 
1995, MAFF spent just over £5m every year 
on research into BsE—and by the end of 
1997 had spent, in all, a mere £38m on re- 
search during the entire course of the epi- 
demic. Last year alone the government 
spent £1'2 billion paying for cattle to be 
destroyed. 

That might not have mattered if other 
researchers had been able to fill the gap. But 
the government had in effect a monopoly 
on research into the disease because all 
samples that were taken from infected cat- 
tle had to be delivered to its laboratories. 
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THESCIENCE OF BSE 


Since BSE was disproportionately a British 
phenomenon, independent researchers 
who wanted BsE samples could not get 
them from anywhere else, and many report 
that they could not get them from the Brit- 
ish government either. Likewise, until 1996, 
only government scientists had access to 
data on the course of the disease in cattle. 
Again, outside requests for information 
were rejected. 

Worst of all, however, was the appalling 
execution of what research there was. Ex- 
periment after experiment was hopelessly 
botched, a shocking waste of time and 
money. For example, in an experiment de- 
signed to determine whether BsE can be 
transmitted from cow to calf. calves in the 
control group were fed with infected feed. 
As a result, the research, which took seven 
years, was inconclusive—unable to distin- 
guish between maternal transmission and 
the possibility that calves from susceptible 
mothers might be genetically more suscep- 
tible themselves. 
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A question of time 


Normally, the best way to predict an epi- 
demic is to consider the epidemiology of 
the disease. But with a new disease, this is 
tricky. For the moment, the number of 
deaths from nvcyp is too small to say much 
of significance about them. Men get sick as 
frequently as women. The average age of 
the victims has been about 27; the youngest 
was 16. So far the elderly appear to have 
been spared; it is unclear why. 

To date, there is no observable link be- 
tween nvc]p and occupation. Farmers who 
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have come down with cyjp in the past de- 
cade, for instance, have had the old, spo- 
radic form rather than the one linked to 
BSE. And despite much popular excitement 
over the fact that several victims had spent 
some time in Kent, the numbers are still too 
small to say whether this is a genuine clus- 
ter, or, as one scientist put it disparagingly, 
a "media cluster". Indeed, the only consis- 
tent observation that can be made is that all 
of the victims of nvcyp so far have had 
identical forms of cellular prion protein. 
Proteins are chain-like molecules 
whose links are composed of smaller mole- 
cules called amino acids. The order of the 
amino acids in the chain (there are 20 dif- 
ferent sorts to choose from) gives each pro- 
tein its distinct characteristics, but some 
variation in that order often occurs. Cellu- 
lar prion protein, for example, has 253 
amino acids in its chain and the 129th one 


can be either methionine or valine. 

Since everyone has two copies of the 
gene that specifies cellular prion protein 
(one from each parent), a given individual's 
proteins at this point on the chain may be 
all methionine, all valine or a mixture of 
both. So far, every case of nvcyp has been in 
people with all methionine at position 129. 
However, this trait is far from rare: 40% of 
Europeans are like this. Earlier research 
anyway raises doubts over whether the oth- 
ers will continue to be immune. 

Position 129 had already been impli- 
cated in human susceptibility to TsEs. Be- 
tween 1959 and 1985 2,000 people in Brit- 
ain received human growth hormone 
derived from corpses. Some 30 of them 
have now died from CJD, presumably be- 
cause some of the people from whose bod- 
ies the hormone was extracted had them- 
selves died of cjn. This "medically 
induced" disease (which has also been 
caused by transplanted corneas and con- 
taminated electrodes being placed into 
people's brains) is known as iatrogenic CJD. 
In contrast to victims of nvcjp, those who 
first succumbed to the iatrogenic form of 
the disease had valine, rather than methio- 
nine, at position 129. Some with other ge- 
notypes became sick too, but it took longer, 
suggesting that what goes on at position 
129 may affect incubation time rather than 
susceptibility. 

The incubation period of BSE in 
humans is the decisive variable for predict- 
ing the size and timing of any epidemic. If 
the average incubation period for the dis- 
ease were 10 years or less, Britain might al- 





Birth of a disaster 


| AD-COW disease is the most expen- 
| sive catastrophe ever to have be- 
fallen Britain's farmers. It now appears to 
be dying out. But how did it start in the 
first place, and why did the catastrophe 
strike in Britain? 
| The conventional explanation is that 
BSE was Originally a form of scrapie (a 
prion disease of sheep). It entered the bo- 
vine food chain, according to this view, 
because of the practice of feeding 
| chopped-up sheep to cows as a protein 
| supplement. This practice was not 
| unique to Britain. But only Britain (in 
| 1979) changed the rules controlling how 
| such supplements should be produced— 
| and in such a way as to allow new tech- 
niques, no longer capable of destroying 
the agent that causes scrapie. The result, 
| the argument runs, was BSE, the bovine 
| equivalent of scrapie in sheep. 
| This explanation is comforting for 
those who hope that Bse will not prove a 
_ serious hazard to human health. Scrapie 


has been around for centuries (it has been 
documented in British sheep for over 200 
years), and there is no evidence that it is 
transmissible to people. The most com- 
mon prion disease of humans, CJD, is 
completely unrelated to the prevalence of 
scrapie, so if BSE came from scrapie it 
would seem reasonable to assume that it 
is difficult to transmit to mankind. 
Unfortunately, it now appears that 
this comforting story is wrong. For one 
thing, experiments with various different 
processes for rendering offal into animal 
feed have shown that few of them destroy 
the agents that cause either scrapie or BSE. 
Therefore, any connection with the 
changed method of production was prob- 
ably a coincidence. Moreover, the evi- 
dence suggests that the two diseases are 
quite different. This is not just because 
BSE is transmissible to people whereas 
scrapie is not. Infect a cow with scrapie 
and it develops a disease that, despite 
similarities, is not BSE. Infect a sheep with 


| 
BSE and it develops a disease that, despite 
similarities, is not scrapie. | 
However, it is clear that BsE did come 
from something in the food that cows 
were given. Once they were no longer be- | 
ing fed with animal-derived protein, the 
BSE epidemic started to decline. Butsheep 
were not the only components of the feed. | 
Cows were also being fed on ground-up | 
cows. If, as seems likely, BSE occurs spon- 
taneously in cows just as CJD does in peo- 
ple, the epidemic could have arisen as a | 
result of bad luck. Given that consump- 
tion of less than a gram of infected tissue | 
can kill a cow, a single case of BsE in the. 
bovine food chain could have been 
enough to start things rolling (just as a sin- | 
gle case of CJD is thought to have been re- 
sponsible for kuru, a human prion dis- | 
ease that is transmitted by cannibalism). | 
This view of the origins of BSE suggests | 
that cannibalism must be ended—and . 
not only for people. Although most coun- | 
tries have now stopped feeding cows to | 
cows, the practice of feeding pigs to pigs | 
and chickens to chickens continues in 
many places. | 
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EURO GAINS FOR THE CONSUMER 
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Not only companies but consumers 
as well will benefit from the single 
European currency. The euro will 
pinpoint existing differences in the 
prices of consumer goods between 
the various EU countries and thus 
help to eliminate them. This will also 
be of advantage to consumers in 
Germany, a country where consumer 
prices are high. 

The convergence of long-term interest 
rates in the EU is accompanied by a 
similar convergence of inflation rates. 
National price levels, on the other 
hand, are far from uniform. Even in the 
single European market 
there still exist consider- 
able disparities between 
the prices of consumer 
goods and services in the 
various member countries 
despite the removal of 
tariffs and other trade 
barriers. Germany will be 
among the  high-price 
countries in the European 
Monetary Union. Among 
the inaugura! group of 
countries, only Austria 
(«112 per cent) and 
Finland (+12.6 per cent) 
will have significantly higher prices. 
The price level in France, Belgium and 
Portugal is similar to that in Germany. 


Spain: EMU's "bargain basement" 
All other EMU candidates have lower 
price levels. Spain will be EMU's 
"bargain basement": Spanish con- 
sumer prices are, on average, 11.3 per 
cent below those in Germany. Prices in 
the Netherlands, Italy, Ireland and 
Luxembourg are more than 8 per cent 
lower. Denmark as a country that will 
not yet join EMU has the highest 
consumer prices. Danish prices are 
almost one-quarter (23.4 per cent) 
above the prices in Germany and 
almost 40 per cent higher than those in 
Spain. In the case of some products, 
the gap is even wider. 

Differences in taxation are one of the 
reasons for the disparate national price 
levels. Denmark, for example, has the 
highest value-added tax in the EU (25 
per cent) as well as stiff excise duties 


on oil, tobacco and alcohol. But the 
impact of taxes should not be over- 
rated. Germany, a country where con- 
sumer prices are comparatively high, 
has currently the lowest VAT rate in the 
EU (15 per cent), while countries such 
as Italy and Ireland, where consumer 
goods are cheaper than in Germany, 
have VAT rates of 20 and 21 per cent 
respectively. Similar discrepancies 
exist with regard to excise duties. On 
the other hand, companies in countries 
where turnover taxes are high tend to 
keep their prices low to attract 
customers. 


Consumer Price Levels in the EU 


(Index: Germany = 100) 





Price differences are also due to 
disparities in production costs, as far 
asthe products are made locally. These 
disparities may result, for example, 
from diverging wage and wage-related 
costs. Besides, producers tend to 
adapt their prices to the level of 
national income, which varies between 
the countries, so as to ensure that local 
consumers can afford to buy their 
products. The heterogeneity of demand 
is probably an even more important 
factor Differences in consumer 
preferences, eg for certain brands, 
domestic or imported products, have 
up to now allowed companies to 
differentiate prices. This is a 
particularly common phenomenon in 
the field of branded articles. 

Price differences between national 
markets, which reflect disparities in 
economic conditions and taxation, are 
considered quite normal. In the EMU 
countries, however, they will shrink, at 
least as far as tradeable goods are 


concerned. Despite market deregula- 
tion and harmonisation in the single 
European market, these differences 
have largely been concealed from 
consumers. 


Downward pressure on prices 

The multitude of exchange rates and 
their frequent ups and downs impair 
the necessary price transparency. 
Once the euro has been introduced, 
however, prices will no longer be 
distorted by conversion (under the 
present multi-currency regime in 
Europe, D-mark prices have to be 
multiplied by a factor of 
more than three to obtain 
the price in French francs 
and by a factor of roughly 
seven to get the price in 
Austrian schillings). As a 
result, market transparen- 
cy will improve and it will 
become easier to compare 
prices. 

Even the disparate VAT 
rates will not perpetuate 
the existing price differ- 
ences. After all, the EU 
adopted the “country of 
origin principle” when the 
single European market was launched. 
According to this principle, goods 
bought abroad are subject to VAT at the 
rate valid in the seller's country. When 
a retail price is bloated by an 
excessively high tax, this will give rise 
to arbitrage trading, an instrument that 
will then be available to marketers, and 
the drop in tax revenue thus caused will 
fuel “tax competition” between the 
member states. 

Industrial producers will be anxious to 
check the growth of arbitrage trading, 
mainly in durable consumer goods, and 
thus the rise in imports of cheaper 
goods into higher-price markets. 
Growing competition in the EU's single 
market will inevitably intensify the 
downward pressure on prices. Price is 
a crucial factor in competition, partic- 
ularly in the field of consumer goods. 
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ready be at or close to the peak of cases of 
nvcyjp: the disease in humans would re- 
main extremely rare. But if it is 25 years or 
longer, the peak might be a decade or more 
away—and the present small number of 
cases would offer no guidance whatever on 
the eventual toll. 

Several factors besides genetics are 

known to affect the incubation period of 
prion diseases: 
* Dose. A low dose means a long incuba- 
tion period. Up to a point, the converse is 
also true—though once the dose has grown 
to a certain size, increasing it further makes 
little difference. But there are two impor- 
tant unknowns. 

First, is there is a minimum dose below 

which infection does not happen? Experi- 
ments to determine whether there might be 
minimum infective doses in cows were 
among the ones that were bungled. A great 
deal turnson this. In some diseases, a single 
virus particle is enough to make you sick. In 
others, you have to be exposed to millions 
of them. Second, does the risk of disease in- 
crease with the number of separate expo- 
sures? Prions are hard to destroy. They can 
persist in the environment for years and it 
seems likely that repeated doses could 
cause them to build up in the body. 
* Route of exposure. The assumption is 
that humans have mostly been exposed to 
BSE by eating the flesh of infected cattle (al- 
though the Frenchman who died from 
nvcjD is thought to have become sick from 
bovine-derived growth hormone that he 
was using for body building). It also seems 
that prions are largely confined to nervous 
tissue. But there are hints that they may lurk 
in the lymphatic system as well, including 
the white blood cells. 

This holds out the possibility that iatro- 
genic nvCJD might be spread by transfu- 
sions of blood products such as clotting fac- 
tors that are pooled from many donors, 
though precautions are now in place to 
stop this happening. Evidence from ani- 
mal experiments suggests that even a 
minute exposure by direct injection is 
enough to start the disease. 

* Species barrier. Prion diseases do not al- 
ways move easily between species: scrapie 
does not infect people, for example. More- 
over, even when they do cross over, the in- 
cubation period usually increases until the 
disease adapts to its new host. For instance, 
mice infected directly with Bse from cattle 
take longer to get sick than those infected 
with brain material from mice who died 
from BSE. This suggests that something hap- 
pens to the prions during their first en- 
counter with a new species. As a result, 
NVCJD transmitted from person to person— 
through the blood supply, say—could be ex- 
pected to have a shorter incubation period 
than disease caused by eating infected beef. 

Little is known about the species barrier 

between cows and people. Experiments 
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carried out by John Collinge and his col- 
leagues at Imperial College, London 
showed that mice which have had their 
prion-protein genes replaced by human 
versions of the gene do succumb to BSE— 
but it takes roughly twice as long as it would 
for them to get a mouse prion disease. Un- 
fortunately, the human prion protein that 
the mice produced had valine, rather than 
methionine, at position 129. This was de- 
liberate: when the experiments started, it 
was thought (on the basis of the data about 
iatrogenic CJD) that this variant would in- 
crease susceptibility. Now it seems that rel- 
atively unsusceptible mice were used. 

In any case BSE appears to be excellent 
at crossing species barriers. It has caused ill- 
ness in a number of other animals not pre- 
viously known to harbour prion diseases, 
including domestic cats. In this respect, ac- 
cording to Nora Hunter, a scrapie geneti- 
cist at the Institute for Animal Health in Ed- 
inburgh, BSE was unlike anything that her 
group had seen before. It worried them so 
much that they decided to make their safety 
precautions much more stringent. 
* Expression of the prion-protein gene. 
Different strains of inbred mice produce 
different levels of the cellular prion pro- 
tein. Those strains that manufacture more 
of it get sick from prion diseases faster. 
Knowing how much natural variation ex- 
ists in the expression of the human prion- 
protein gene would help to predict how 
much variation in nvcyjp’s incubation pe- 
riod might be expected. 
* Age at exposure. There have been sugges- 
tions that calves may be more susceptible 
to BSE than older animals. Whether or not 
the same is true in people is unknown—but 
if it were the case, it could help to explain 
why no old people have died from nvcyp. 
* Infectiveness of tissue. One of the main 
obstacles to estimating the scale of any epi- 
demic of nvcjDp is uncertainty over which 
bovine tissues are infectious. Also un- 
known is the stage of the disease at which 
different tissues become infectious. For in- 
stance, does the risk to human health come 
only from cows that entered the food chain 
when their BSE was well advanced? Or are 
animals infectious before they have devel- 


oped symptoms? 


Just guessing 

Despite these unknowns, there are some 
clues about the incubation period of 
nvCjJD. The pathology of the illness is simi- 
lar to that of kuru, another prion disease 
which arose from eating infected meat. (In 
this case it was human flesh: the disease is 
confined to the Fore peoples of Papua New 
Guinea, who were cannibals until recently.) 
Kuru occasionally worked its course in as 
little as five years, but the average incuba- 
tion period is reckoned to be 12-15 years. lat- 
rogenic CJD from human growth hormone 
has an average incubation period of 15 
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years. Since one of the victims of nvcyjD was 
only 16, the minimum incubation period 
cannot be longer than that (although the 
average incubation period, which is what 
matters for these purposes, could be). 

It is likely that the first cases of nvc]p 
arose as a result of exposure long before the 
peak of the epidemic in BsE (which came in 
1953) and probably well before the first 
clinical cases of Bse had been diagnosed in 
cows. This is broadly consistent with a 
guess at the average incubation period of 
15-20 years. This would put the peak of the 
nvCjD outbreak in 2005-10. If that turns out 
to be right, the number of cases of nvcyp is 
likely to accelerate in the next five years. If 
the number fails to accelerate, it will mean 
one of two things. Either the average incu- 
bation period is longer, or nvcyp is very dif 
ficult to catch. Pending answers to the ques- 
tions posed earlier, it will possible to know 
which of these is true only when the num- 
ber of new cases declines—clearly enough 
and for long enough to indicate that the 
Worst is over. 

Conceivably, the few people who have 
died may have been unlucky—exposed 
through some dreadful fluke to huge lumps 
of infected brain, or predisposed in some 
as-yet-unknown way to the prion's atten- 
tions. But given the ghastly nature of nvcyp, 
the possibility of an epidemic must con- 
tinue to be taken very seriously—even 
though it may be unclear for years yet 
whether there will be one. 
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Balkans on edge 





Serbian police killed at least 
53 Albanians in the Serbian 
province of Kosovo, bringing 
to 80 or more the death toll 
in this month’s crackdown 
against armed separatists and 
their supporters. The United 
States, Russia, Britain, France, 
Germany and Italy warned 
Serbia to back off, and called 
for an arms embargo. 


After a general election, Den- 
mark’s incumbent prime 
minister, Poul Nyrup Ras- 
mussen, who heads a centre- 
left coalition government, 
looked set to cling on with a 
wafer-thin majority. 


The EU's 15 countries held a 
conference in London for the 
12 nations that are seeking to 
join the Union in the next de- 
cade. But Turkey, insulted by 
being put alone into a special 
category of also-rans, refused 
to attend. 


Poland said it would ask for 
several exemptions from sin- 
gle-market rules after it joins 
the EU. It wants, among other 
things, to protect transport 
and its insurance market 
from foreign competition, 
and to stop other Europeans 
from buying land in rural 
and border areas. 


At their annual congress, Ger- 
many's Greens voted against 
sending German troops 
abroad, thus embarrassing 
the Social Democrats, who 
might need Green support in 
a coalition if they defeat the 
ruling Christian Democrats 
in September's general 
election. 
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Romania's Social Demo- 
cratic Union said it would 
dish a budget for 1998 unless 
the prime minister, Victor 
Ciorbea, resigns. 


People in the Spanish district 
of Trevirio, which is adminis- 
tered by Castile but is sur- 
rounded by Basque territory, 
voted to hold a referendum 
on whether to join the Basque 
region. 


The body of Yves Montand, 
one of France's most famous 
actors, was exhumed by court 
order so that a woman's 
claim to be his daughter 
could be verified by means of 
à DNA test. 


Death, but no end 


James McDougal, a former 
business partner of Bill Clin- 
ton in Arkansas and a key fig- 
ure in Kenneth Starr's inquiry 
into the Whitewater land 
deals, died of a heart attack in 
prison in Texas. He had not 
yet told Mr Starr all he knew. 


Republican leaders divided 
over Kenneth Starr, with 
Newt Gingrich, the House 
speaker, defending him and 
Trent Lott, the Senate major- 
ity leader, demanding that he 
“show his cards". 


David Brock, a conservative 
reporter who inspired much 
of the digging into President 
Bill Clinton's private life, 
apologised to him, saying he 
had been driven by right- 
wing ideology. Mr Clinton ac- 


cepted his apology. 


In Canada, Jean Charest, 
leader of the federal Conser- 
vatives, came under heavy 
| pressure to take the leader- 
| ship of the provincial Liberals 
| in Quebec, to prevent the sep- 
| aratist government there win- 
| ning power again in an elec- 
| tion expected this year. 


Brazil's civil-service reform 
bill got its final vote: a giant 





step for President Fernando 
Henrique Cardoso. 


While the army counted its 
dead after a mauling by guer- 
rillas last week, Colombians 
voted in congressional elec- 
tions. The ruling Liberal Party 
won handsomely. 





Chile's former (1973-90) dicta- 
tor and still army com- 
mander, General Augusto 
Pinochet, retired from his 
army post to become, in- 
stantly, a life senator. 


In Paraguay General Lino 
Oviedo, the former army 
commander (and now would- 
be presidential candidate of 
the ruling Colorado Party), 
was sentenced to ten years in 
prison for his attempted coup 
in 1996. 


Asia minority 


The Hindu-nationalist Bhar- 
atiya Janata Party seemed set 
to form a minority govern- 
ment in India, with Atal 
Behari Vajpayee as prime 
minister, after an indecisive 
general election. 


China's parliament, the Na- 
tional People's Congress, ap- 
proved a plan to scrap or 
merge 15 of the government's 
40 ministries and depart- 
ments and sack half their 8m 
bureaucrats. The plan was 
seen as a move away from 
central planning in favour of 
a market economy. 


General Suharto, Indone- 
sia's ruler for 32 years, was 
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made president for a seventh 
term. Delays over proposed fi- 
nancial reforms for the debt- 
ridden country held up an 
IMF rescue package. 


Coup de grace 


Sierra Leone's exiled Presi- 
dent Ahmad Tejan Kabbah 
returned home ten months 
after being ousted in a mili- 
tary coup. He was welcomed 
by Nigeria's President Sani 
Abacha, whose army led the 
African force that ejected the 
coup-makers. 


After UNITA announced the 
demilitarisation of its forces, 
the Angolan government offi- 


| cially legalised the former 


rebel movement. It will take 
up to two weeks, UNITA said, 
for its remaining 1,900 men 
to surrender their weapons. 





Clashes erupted in the West 
Bank after Israeli soldiers 
killed three Palestinian la- 
bourers at a roadblock near 
the town of Hebron. 


Israel and Jordan resumed 
normal relations, disrupted 
by the botched Mossad bid to 
assassinate a Hamas official 
in Amman last September. 


The UN's new arms commis- 
sioner, Jayantha Dhanapala, 
arrived in Baghdad for talks 
with Iraqi officials on the in- 
spection of eight presiden- 
tial sites. 


An Algerian court sentenced 
to death in absentia 17 Islam- 
ist exiles, including Anwar 
Haddam, a leader of the out- 
lawed Islamic Salvation Front 
living in America. 
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In a shock to a defence indus- 
try that has been consolidat- 
ing rapidly and without hin- 
drance, American regulators 
balked at the proposed $11.6 
billion merger between Lock- 
heed Martin and Northrop 
Grumman that was due to 
be completed later this 
month. Regulators recently 
blocked two big drug-whole- 
saling mergers, and World- 
Com and MCI, whose huge 
merger was approved this 
week by shareholders, are un- 
der scrutiny. The number of 
merger investigations has 
soared, but regulators say the 
proportion under review re- 
mains the same. 


The National Association of 
Securities Dealers, which 
runs Nasdaq, an electronic 
stock exchange, is in talks to 
take control of the much 

older American Stock Ex- 
change. The merger will be 
seen as a threat to the New 
York Stock Exchange. 


The European Commission 
began legal proceedings 
against eight members whose 
airlines have bilateral **open 
skies" arrangements with 
America. The European 
Union should be negotiating 
with the United States for the 
benefit of all Eu carriers, said 
the commission. 


Anglo-Dutch Reed Elsevier 
and Wolters Kluwer of the 
Netherlands called off their 
£20 billion ($33 billion) at- 
tempt to create the world's 
leading electronic and spe- 
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cialist publisher after anti- 
monopoly regulators in the 
European Union objected. 
Selling a large number of 
publishing assets would 
mean "cutting into the mus- 
cle", said Reed Elsevier; shares 
in its parents, Reed Interna- 
tional and Elsevier, dived. 


Grovelling 





Rupert Murdoch's Harper- 
Collins publishing house set- 
tled out of court and apolo- 
gised unreservedly to Chris 
Patten, the last governor of 
Hong Kong, withdrawing any 
suggestion that his autobiog- 
raphy was rejected as "too 
boring". HarperCollins' edi- 
tor-in-chief resigned. The fuss 
began when the Murdoch 
empire took fright at the ef- 
fect Mr Patten's book might 
have on News Corp's ambi- 
tions in China. For his part, 
Mr Patten joined the board of 
Independent Newspapers 
UK, a new firm created after 
Tony O'Reilly, the man from 
Heinz, took control of the In- 
dependent, a rival to Mr Mur- 
doch's Times. 


More mergers 


In a move to focus on media 
and telecoms, Générale des 
Eaux, a French conglomerate 
whose interests run from wa- 
ter to telecoms, is buying the 
70% of Havas it does not al- 
ready own in a deal that val- 
ues the media group at FFr40 
billion ($6.5 billion). The at- 
traction for Générale des 
Eaux is a controlling 3456 
share in Canal Plus, a big pay- 
TV channel. 


The world's largest alumi- 
nium producer, Alcoa, is tak- 
ing over an American rival, 
Alumax, the country's third- 
largest, for an agreed $2.8 bil- 
lion plus $1 billion in debt, 
which would push up Alcoa's 
annual revenues from some 
$13.5 billion to $17 billion. 
The regulators will be review- 
ing this one. 


USA Waste Services agreed 
to pay $13 billion to buy its 
much larger rival, Waste 
Management, which made a 
net loss of $1 billion last year 
and recently had to restate its 
accounts for previous years. 
USA Waste's boss, John Dury, 
is expected to make huge cost 
cuts in the combined group. 


Two-year-old Qwest is paying 
$4.4 billion for LCI Interna- 
tional, a long-distance car- 
rier. The two reckon that com- 
bining their telephone traffic 
on one network will save 
$300m in the first year alone. 
Meanwhile, ICG Communi- 
cations said it would offer 
long-distance calls in Amer- 
ica for 5.9 cents a minute, us- 
ing Internet technology, un- 
dercutting Owest's rate. 
Spain's Telefonica at long 
last got its alliance. It signed a 
deal with WorldCom and 
MCI for à series of joint ven- 
tures offering telephone ser- 
vices in America and Europe. 


Computer Associates 
dropped its $9.8 billion hos- 
tile bid for Computer Sci- 
ences. CA's chairman, Charles 
Wang, cited damage to his 
company caused by “mud- 
slinging, the racial slinging". 


For a moment, investors re- 
acted nervously to profit 
warnings from Compaq, Intel 
and Motorola. Then technol- 
ogy shares recovered and the 
Dow Jones Industrial Average 
hit another high, taking Euro- 
pean bourses with it. 


Daimler-Benz will exploit a 
tax loophole to give DM10.3 


| 


billion back to its sharehold- 
ers, recouping the money 
more cheaply. Other cash-rich 
German firms will come un- 
der pressure to do the same. 


Atlanta-based Delta Air 
Lines beat Houston-based 
Continental to a 35% stake in 
Aeroperu for an undisclosed 
sum as part of a marketing al- 
liance with the Peruvian air- 
line. Delta will also form a 
strategic alliance with 
Aeroperu's largest share- 
holder, Aeromexico. 


More arrests 


BANK OF ZATAW 





The governor of the Bank of 
Japan, Yasuo Matsushita, of- 
fered to resign, after a senior 
official was arrested and ac- 
cused of selling information 
to the Industrial Bank of Ja- 
pan and Sanwa Bank for 
bribes. An official at the fi- 
nance ministry hanged him- 
self after two colleagues were 
accused of passing on inside 
information. 


Britain’s biggest mortgage 
lender, Halifax, made a 
£780m ($1.28 billion) bid for 
Birmingham Midshires 
building society, 25% higher 
than an agreed bid made by 
the Royal Bank of Scotland. 


ING Group of the Nether- 
lands moved into retail bank- 
ing in Germany—it already 
has a wholesale banking busi- 
ness there—with the purchase 
of a 49% stake in Allgemeine 
Deutsche Directbank for 
DM270m ($147m). 
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Years ago, when riders were in a 
rush, they would bark these words to 

^A cabbies. Today, we're ina rush. To 
make sure our products are environmentally 
welcome in the 21st century. - | 

That's why Mobil and Ford Motor Company 
have formed a broad-based strategic alliance to 
jointly move consumers closer to tomorrow's 
fuels and transportation systems. | 

We're calling this joint effort Let's Drive for 
a Better Future” Our work will focus on speed- 
ing the development and integration of new 
fuel and vehicle technologies that could lead to 
major advancements in vehicle fuel efficiency 

‘and reductions in vehicle emissions. Our goal: 

to deliver these new fuels and vehicles at a 
price that is affordable to the motoring public. 

The alliance, which will pool tal ents and 
resources from b both companies to bring better 
products to market sooner, will also look at fuels 
for today's alternative fuel vehicles. The Ford/ 





NN Mobil. p | partnership Covers near-, intermediate- 


mr and d long-term goals. 
—:. s Long-term. efforts will focus on the tech- 


a Ed needed to develop a commercially viable 


compact fuel processor for fuel cell powered 
vehicles. The processor would extract hydro- 
gen from hydrocarbon fuels, such as gasoline 
and diesel. The hydrogen would then be used 
by the fuel cell to generate electric power to 
drive the vehicle. Such a system could yield 


: T ae benefits: up to a doubling of fuel effi- 


..— ciency which also translates into a reduction of 
 emissions—inciuding carbon di 
importantly, the system would utiliz 
fuel-distribution infrastructure, the 3 
substantial savings to consumers... 
Mid-term, 
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processes, with the goal of meeting stringent 
future diesel emissions standards. 

Advanced diesel engines and cleaner 
fuels offer one of the best approaches for 
addressing concerns over CO, emissions with- 
out compromising vehicle reliability, affordability 
or driving range. Direct-injection diesel is a 
promising technology that could. produce 
25 percent to 30 percent greater fuel efficiency 
and nearly an equivalent reduction in carbon 
emissions than a comparably sized gasoline- 
powered vehicle. The next generation of diesels 
and fuels could be very different from what the 
public's view of them is today. That challenge 
will require significant. research and technologi- 
cal development to deliver a diesel system that 
is quieter, smoke free and meets newer strict 
emissions requi irements. Mobil’s expertise in 
fuels manufacturing and catalyst technology 
can play a big role in advanci ing this new sys- 
tem for use in cars and lig light- duty trucks. 

Near-term, the companies will look at 
ways to bring alternative-fuel vehicles to the 
marketplace. Ford already offers a range of 
alternative-fuel cars and trucks. Mobil will work 
with Ford to evaluate the entire vehicle/fuel 
supply equation and determine the economic 
potential of natural gas and other fuels for 
these alternative-fuel products. 

Today's alliance with Ford builds on 
Mobil’s commitment to energy efficiency— 
both in our facilities and in the use of our 
products—and our desire to take positive - 


steps to develop improved transportation > - 
-power sources and technologies that wi ill coe oe 


reduce vehicle emissions. 


Promising things are happening to bring UAE 


more efficient, lower emission power Systems to 
the marketplace. Our strategic alliance with Ford 
is one such step in Let's Drive for. a Better 
Future We'll keep you posted as we step on it! - 


) ted sil... The. energy 
to make a difference. . 


_ . ©1998 Mobil Cemoration 
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Suharto's family values 


JAKARTA 


Indonesia’s president has secured yet another five years in office. But he may 
have only weeks in which to avert catastrophe 


ACING economic disaster, Indonesia 

badly needed a government. Yet, dur- 
ing the five-yearly general session of the 
People’s Consultative Assembly (MPR), held 
this week in the capital, Jakarta, it had only 
an acting cabinet. The outgoing ministers 
were on borrowed time, the identity of the 
incomers the subject of frantic speculation 
and gossip. Only President Suharto and his 
chosen deputy, Bacharuddin Jusuf Habib- 
ie, were certain of their jobs. On March 
10th, Mr Suharto was granted his seventh 
term in office by the Mpr’s carefully vetted 
delegates. It was as surprising as the sunrise. 
But Mr Suharto seemed more preoccupied 
with the ritual of re-election than with what 
he intended to do with it. 

Some Indonesians believe his deter- 
mination to buy time for a smooth-run- 
ning MPR explains his puzzling recent be- 
haviour, and in particular his confron- 
tation with the iMrF. Quarrelling with the 
IMF is risky, since it has arranged $43 bil- 
lion to help rescue Indonesia. But the IMF 
felt obliged to delay a disbursement sched- 
uled for March 15th—partly because of the 
absence of a government to talk to, and 
partly because Mr Suharto had failed to 
keep the promises he had made in an agree- 
ment signed on January 15th. 

That required the restructuring of the 
banking system, the disbanding of mon- 
opolies and cartels, and firm monetary pol- 
icy. Not much has been done. Worse, Indo- 
nesia has been pursuing contradictory 
policies: the central bank has agreed to 
compensate depositors in 16 closed banks, 
while printing money to keep the remain- 
ing 220 afloat. Most controversially—and, 
from the 1MFs point of view, distract- 
ingly—Mr Suharto has been flirting with 
pegging the value of the currency, the ru- 
piah, to the dollar by means of a currency 
board. The rupiah was trading this week in 
a range of 10,000-12,300 to the dollar, down 
from 2,450 last July. For the many compa- 
nies and banks holding foreign debts, this 
is cripplingly low. 

Even now, the value of the rupiah may 
be kept artificially high by repeated ru- 
mours that Indonesia may suddenly intro- 
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duce a peg. Many traders nevertheless be- 
lieve a currency board would soon fail, 
taking most of the banking system with it. 
The government is at present guaranteeing 
all bank deposits, which it could not do un- 
der a conventional currency board (be- 
cause it could issue rupiah only if there 
were dollars to back them). So banks might 
suffer a run as depositors rushed to convert 
rupiah into dollars. The prospect of a cur- 
rency board also hampers talks on re- 
scheduling Indonesia's $74 billion of pri- 
vate-sector foreign debt. Not much is being 
repaid, further reducing demand for dol- 
lars. Trade is drying up because the pay- 
ments system is breaking down. 


Brinkmanship with the IMF 


Still, Mr Suharto seems set on a peg. On 
March 8th, he even seemed ready to close 
the door on the IMF altogether. He told an 
MPR member that the Fund's "liberal" pre- 
scriptions contravened the Indonesian 
constitution, which promises an economy 
run on "family principles". Many won- 
dered why, if this was so, Mr Suharto had 


signed the 1MF deal at all, and interpreted 
the remark as brinkmanship, intended to 
soften the IMFs liberalising zeal. He 
seemed to calculate that the outside world 
would not allow him to follow through on 
this implicit threat, which could have led to 
Indonesia’s shutting itself off from the 
global economy, risking severe civil unrest 
and becoming another flashpoint of re- 
gional instability (see map on next page). 

Cabinet ministers and members of the 
president’s family took up the jingoism 
and anti-1MF talk, playing on the sense of 
national humiliation many Indonesians 
felt when they saw pictures of Mr Suharto 
signing the January 15th “surrender” under 
the watchful eye of the IMFs managing di- 
rector, Michel Camdessus, who—had he 
been aware of the offence he would cause to 
Indonesian sensibilities—would not have 
stood with his arms folded. 

On March 11th, the 1mMF promised “flex- 
ibility”, especially on food subsidies. It even 
said the currency board could be intro- 
duced later. The mF had little option; there 
is a real fear of a humanitarian and social 
disaster. Indonesia, which prides itself on 
self-sufficiency in rice, has suffered a pro- 
longed drought and calculates that this 
year it will need to import 4.4m tonnes. 
Other estimates say the likely failure of the 
April harvest suggests that at least 8m 
tonnes—some 40% of the world’s traded 
rice—may have to be imported. 

The state monopoly has managed to 
put a brake on the soaring price of rice to 
consumers by releasing additional stocks; 





Students display their unbridled joy at news of the president’s seventh term 
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but Rizal Ramli, an Indonesian economist, 
estimates that the monopoly will need to 
spend more than $5 billion to provide 
enough food to keep prices stable. And the 
government is running out of money. For- 
eign-exchange reserves, officially stated at 
$16 billion, are probably less than that. The 
government is quietly trying to reschedule 
its own debt too. Using the printing presses 
is fuelling the risk of hyperinflation. 


Restless people 


The MPR also restored to Mr Suharto this 
week the emergency powers that he first ac- 
quired on precisely the same day, March 
1th, in 1966, and relinquished five years 
ago. He may need them, both to manage a 
succession if old age catches up with him 
(he is 76), and to deal with social ferment. 
Last month, food riots and looting 
broke out in dozens of towns across Indo- 
nesia. The violence was mostly directed at 
shops owned by the country’s ethnic-Chi- 
nese minority and at Christian churches, 
raising fears of serious racial and religious 
unrest if food shortages worsen. During the 
ten-day deliberations of the MPR, Indone- 
sia was largely free of such incidents, 
thanks partly to increased security and 
partly to the easier availability of food. But 
in west Java, scene of some of the worst re- 
cent rampages, the abrupt, if tense, return 
to calm heightened suspicions that some of 
the riots had been orchestrated. In a string 
of towns, trouble seemed to have been 
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stirred up by hired outsiders, who moved 
on after inflaming local passions. 

Who would be behind such provoca- 
tions, and why, is debatable. But certainly 
they helped reinforce arguments from 
other South-East Asian governments that 
the mF should go easy on Mr Suharto. They 
are also a dangerous tactic in a volatile 
country which, the last time it changed 
leaders, lost more than 500,000 people in 
massacres and purges. Abdurrahman Wa- 
hid, the leader of Indonesia's largest Mus- 
lim organisation, Nahdlatul Ulama, which 
has more than 30m members, believes ra- 
cial and ethnic tensions can be contained. 
He has long been an influential advocate of 
religious tolerance and democratic change. 
It is another of Indonesia's misfortunes 
that he is not able to be more active, but has 
been talking from hospital, where he is re- 
covering from a stroke. 

Other democrats, meanwhile, have 
been staging peaceful protests in defiance 
of a government ban. Mr Suharto has lost 
the support of many of Indonesia's middle 
classes, who used to accord him a grudging 
respect. On university campuses, in par- 
ticular, a wave of demonstrations against 
his re-election has been sustained all 
month. In more than 30 universities, stu- 
dents have held "free speech" forums. At 
the Islamic University in Bandung, in west 
Java, students seemed apologetic that they 
had not taken their protest on to the 
streets—understandable, since outside the 


** 





Puts and claimed by luper: 


F$ North Korea, isolated, hungry and still 


technically at war with South Korea. 
Diaoyu/Senkaku islands, subject to 
rival claims by China, Taiwan and Japan. 
considered a rebel province 
by China since the Kuomintang fled 
there after losing the civil war in 1949. 


J$ Myanmar, controlled by a military 


junta which has ignored the results of a 
1990 election. 


J% Cambodia, led by Hun Sen, who 


seized power from his co-prime 
minister, Prince Norodom Ranariddh, 
in a bloody coup last July. 


¥ Spratly islands, variously claimed by 


China, the Philippines, Vietnam, 
Malaysia, Taiwan and Brunei. 


J$ Mindanao, which Muslim rebels are 


still fighting to bring to independence 
from the Philippines, despite a recent 
peace treaty. 
East Timor, a former Portuguese 

. colony invaded by Indonesia in 1975 
and heavily repressed. 


Jİ Bougainville, seeking independence 


from Papua New Guinea. 


campus gates scores of well-armed riot po- 
lice and soldiers slouched against walls, 
swaddled in protective padding as if for 
ice-hockey. Some older democrats also ex- 
press a sense of shame that, after 32 years of 
the Suharto dictatorship, they have yet to 
come up with a convincing alternative. 

In 1965, students helped topple Indone- 
sia’s first president, Sukarno, and install Mr 
Suharto. This time, however, they have yet 
to attract any open support from the all-im- 
portant armed forces. “We have only mo- 
rality,” says one pessimistic student, “they 
have the guns, the money and the power.” 
The army is run by Mr Suharto's placemen, 
and one Indonesian analyst believes they 
will turn against him only when the alter- 
native is to shoot large numbers of people. 

Indonesia, says Mr Wahid, is a proud 
country, and Mr Suharto's appeal to na- 
tionalism plays on this. But many patriots 
hope he will not fulfil the promise he made 
on March uth: to turn up again in five 
years' time to give an account of himself. 
Looking at the vast fortune amassed by his 
family, many agreed with the appeal 
against nepotism and collusion made by 
one senior MPR member. She was one of 
Mr Suharto's daughters, rumoured to fea- 
ture in the new cabinet, along with *Uncle 
Bob", the president's golf partner, Moham- 
ad Hasan. When the Suhartos speak of fam- 
ily values, many Indonesians think they 
understand just what is meant. 
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China 


Zhu takes on the red-tape army 


BEUING 


China's chief economic reformer wants to slash the country's bureaucracy, 


but the resistance will be fierce 


HE National People's Congress (NPC), 

China's parliament, approved on 
March 10th a government “downsizing” 
that is the stuff of Newt Gingrich's dreams. 
Fifteen government ministries are to be 
axed or merged by the end of the year and 
millions of bureaucrats sent packing, os- 
tensibly leaving economic decision-mak- 
ing to market forces rather than regulators. 
The proposal was voted through by nearly 
98% of the NPC's 2,877 members. 

Though such a vote would seem to un- 
dermine Chinese claims that the NPC is less 
of a rubber stamp than it used to be, it will 
do little to guarantee that the restructuring 
is implemented on time or even allowed to 
achieve its goals. Opposition from other, 
more powerful quarters, will be harsh. 

According to the consensus in Beijing, 
the plan was masterminded by Zhu Rongji. 
He is currently the deputy prime minister 
in charge of the economy, but is expected to 
be elected by the NPC on March 17th as 
prime minister, replacing Li Peng. Among 
the government departments facing the axe 
are those most closely associated with the 
centralised state-planning system from 
which China now seeks to break free: the 
ministries of coal, labour, metallurgy, ma- 
chine building and chemical industry are 
all on the list. 

Some of their work is still deemed 
worthwhile, and will be transferred either 
to other ministries or to four newly formed 


Ņ Non 
a 





Ready for downsizing? 
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“super-ministries”. A new information- 
technology ministry, for example, will con- 
solidate the functions of the former minis- 
tries in charge of posts and telecoms, 
electronics, radio, film and television. Sim- 
ilarly, departments now handling miner- 
als, forestry, geology, oceanography and 
surveying will be amalgamated into a new 
ministry of land resources. 

In the short term, such a complex re- 
alignment is certain to bring new confu- 
sion to the already chaotic business of run- 
ning China. The Chinese have eagerly 
turned to their newspapers for details of 
the restructuring and guess aloud about 
how it will affect their lives and businesses. 

Foreign firms will also feel the effects. 
Indeed, some are already seeing signs of 
new bureaucratic dawdling. Britain's Cable 
& Wireless, for instance, has decided tem- 
porarily to recall most of its Beijing-based 
staff after learning that approval once 
thought imminent for a new project will 
now be delayed by six months or so, be- 
cause of changes in the telecoms bureau- 
cracy. Additional friction of this sort can 
only lengthen the odds against China 
achieving its target of 8% economic growth 
this year. The figure already looks doubtful 
with East Asia's financial woes and sluggish 
domestic demand. 

This is far from China's first attempt at 
ending big government. Half a dozen such 
plans have been enacted since the early 
1950s. But the state-run press calls this one 
the most serious, claiming the plan is dif- 
ferent from others in the past because, in- 
stead of merely "streamlining" govern- 
ment, it will also “redesign” it to meet the 
needs of a market economy. 

Some are not so sure. Denis Simon of 
Andersen Consulting China, a manage- 
ment consultancy, wonders whether the 
power set loose by the central government 
will trickle down to individuals in the mar- 
ketplace, or will it instead be intercepted by 
officials at local levels of government who 
are eager to assert their own authority? 

Certainly, provincial and local leaders 
may already be looking for additional 
power to compensate for the blow struck 
against them in another of Mr Zhu’s recent 
initiatives. In January, he directed China’s 
central bank to close its provincial 
branches and replace them with regional 
ones directly under Beijing’s control. This 
will deprive local leaders of an easy source 
of credit. It has not made Mr Zhu very pop- 
ular in the provinces. 


ASIA 


Nor will Mr Zhu be lacking for enemies 
in Beijing. Perishing together with each 
ministry condemned by him will be doz- 
ens of plum jobs. Some officials will not go 
without a fuss. To complete his list of ene- 
mies, Mr Zhu this week lashed out publicly 
against incompetent managers of state- 
owned enterprises, berating them for show- 
ing no sense of guilt as they lead their com- 
panies to losses and debt. 

Some people in Beijing suggest that Mr 
Zhu's blunt ways may have damaged the 
base of support that he will need in order to 
make a success of his plan to reduce the size 
of government. The March 17th vote on his 
candidacy for the prime ministership will 
provide no more than a vague sense of 
where he stands on that front. The only sus- 
pense concerns voting margins: whether he 
gets 90%, 80% or only 70%. At least Mr Zhu 
can be sure that his government job re- 
mains safe. 





India 
Hopeful Hindus 


DELHI 


O THOROUGHLY hung is India’s new 

parliament that not even a full week of 
political hustling has produced a majority 
for any combination. On March 10th the 
president eventually decided to ask Atal Be- 
hari Vajpayee, the leader of the Hindu-na- 
tionalist Bharatiya Janata Party, whether he 
was "able and willing to form a stable gov- 
ernment which can secure the confidence 
of the house". In one sense it was a silly 
question: nobody can possibly promise a 
stable government. Even with the help of 
20 allied parties and independents, the ByP 





Vajpayee within sniffing distance 
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Love and violence in Pakistan 


KARACHI 


FTER a wave of bombing in Pakistan, 
| the government has ordered an 
| anti-terrorist crackdown, blaming the at- 
tacks on India. Some 35 people have 
been killed and about 150 injured in 13 
bomb incidents in recent months. In an 
explosion on a crowded commuter train 
on March 10th, nine people were killed 
and 54 injured. 

The government claims it has evi- 
dence that the bombings were the work 
ofan Indian intelligence outfit called the 
Reference and Analysis Wing to punish 
Pakistan for its alleged support of mili- 
tants in the disputed state of Kashmir. In- 
dian officials, including the outgoing 
prime minister, have accused Pakistan of 
similar attacks in India. 

Altogether different is the violence 


does not have enough seats for a majority. 
The president says he will also hold talks 
with the United Front, which formed the 
outgoing government, and the Congress 
party, which supported it until the end of 
last year. 

These two parties between them have 
264 seats, a couple more than the Bjr and 
its allies. But two constituents of the United 
Front have so far refused to support a Con- 
gress-led government. One is the Janata 
Dal, two of whose prime ministers were 
toppled by Congress in the previous parlia- 
ment. The other is the Telegu Desam Party, 
which rules Andhra Pradesh and whose 
main opponent in the state’s assembly elec- 
tion next year will be Congress. If these two 
parties abstained, a BJP-led combine might 
manage to survive even without a majority. 
For how long is another matter. 

Meanwhile, Sonia Gandhi, widow of 
Rajiv, a former prime minister, is set for- 
mally to take over the leadership of the 
Congress party from Sitaram Kesri. The 
party has for decades been a fief of the Gan- 
dhi family, and after the assassination of 
Rajiv started falling apart under two suc- 
cessive non-family chiefs. In January, just 
before the general election, it suffered a 
flood of defections which was stemmed 
only when Sonia declared she was joining 
active politics. She drew large crowds dur- 
ing the campaign, and media pundits pre- 
dicted that the “Sonia factor” would 
change the face of Indian politics. In the 
end, Congress increased its tally by just one 
seat. But she held together a crumbling 
party, and almost got enough seats to rule. 
It was a case of Sonia and yet so far. Given 
the problems the Byp faces in keeping its 
flock intact, it may not even be that far. 
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surrounding the case of a young couple | 
dubbed *Romeo and Juliet" by the Paki- 
stani press. Riffat Bibi, a Pathan tribal 
girl, recently eloped with Kunwar Ahson, 

a mohajir (an Urdu-speaking descen- 
dant of refugees from India). Their affair 
has come close to triggering a communal 
war in Karachi. 

Pathan leaders claim Miss Riffat was 
kidnapped and last month organised 
strikes in which two people were killed. 
On March 4th, Mr Ahson was shot and 
seriously injured by Pathan tribesman as 
he entered a court. Ethnic tensions were 
already high in the city. In 1985, at least 
1,000 people were killed in Karachi in 
fighting that followed the death of a 
young mohajir girl who was hit by a bus 
driven by a Pathan. 


Afghanistan 


Bearers of gifts 


ROSTAQ 


HE earthquakes in northern Afghani- 

stan in February killed more than 
4,000 people and made some 30,000 
homeless. Such a disaster unites all coun- 
tries to do their best to help, putting aside 
any political considerations. Or does it? 
Perhaps, in retrospect, not always. 

Take Russia. It offered an unlimited 
amount of aid. That sounded generous, 
though most aid agencies take the view that 
it is sensible first to make an assessment of 
the amount ofaid needed, rather than dish- 
ing the stuff out indiscriminately. Aid de- 
pendency "can deprive people of their dig- 
nity", says Svante Yngrot, the Red Cross 
relief co-ordinator in Rostaq, in the centre 
of the stricken territory. "We should sup- 
port their struggle in life, not take respon- 
sibility and dignity away from them." The 
local economy also has to be protected: 
supply too many boots and the local cob- 
bler goes out of business. Then, when the 
boots wear out, more have to be imported. 

However, the earthquake was in the 
province of Takhar, a part of Afghanistan 
still controlled by the forces of Burhanud- 
din Rabbani, whose government lost con- 
trol of the capital Kabul in 1996 to the Tali- 
ban, but is still recognised by Russia. An 
Afghanistan united under the Taliban 
would be against Russia's interests. It 
would bring the Taliban's Islamic extrem- 
ism closer to Russia's borders, and also 
threaten Russia's grip on Central Asia's 
economy. For his part, Mr Rabbani has 
been happy to accept all that Russia can 
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send, keen to acquire surpluses tha 
help him in his fight against the Talit 

Iran has also helped out, sending | 
eral lorryloads a day of a promise 
tonnes of aid. Iran is worried that a T: 
government ruling all Afghanistan 1 
persecute Iran’s co-religionists, the 
more Hazara Shia minority, who live 
mountainous centre of the country 
also fears that in a united, and presui 
peaceful, country oil and gas pip 
would be built from Central Asia th 
Afghanistan to the Indian Ocean, rec 
Iranian influence in the region. 

Uzbekistan has a border with Af 
stan, and shares Russia's worries abc 
Taliban taking control of the north. 
Rashid Dostam, the strongman « 
northern provinces, is an Uzbek. A c 
of food lorries, displaying a large ! 
flag and with a smart escort, seem: 
signed to make political capital frc 
journey through Tajikistan to the 
quake area. 

Pakistan, however, has long been 
porter of the Taliban, and is one o 
three countries (with Saudi Arabia ai 
United Arab Emirates) to recognise i 
ernment. Analysts are wondering wh: 
stan air-lifted supplies to the Talibar 
tional enemies in the earthquake 
Does this indicate an impending s! 
Pakistan's allegiances? Maybe. The T: 
leaders have themselves begun to shi 
Pakistan's influence. The Taliban als 
some aid to Takhar, but soon after 
launched an attack towards the pro 
which may now be a soft target. 

Have any countries sent help w 
any consideration of advantage? Pe 
Jordan. Its donation was small, but 
the thought that counted. 





Caught between aid and politics 
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UNITED STATES 


Let the law, at least, be clear- 


headed 


WASHINGTON, DC 


NCE upon a time New York's bankers 
drank lunch-time martinis; blue-col- 
lar Texans drank beer as they cruised the 
highway; and sophisticates everywhere 
could tell the difference between bourbon 
and rye. So much for lost hedonism. Alco- 
hol consumption in America has been de- 
clining for the past 17 years, and today no 
figure with a claim to respectability—politi- 
cian, businessman or banker—can risk 
even a single drink at lunch-time. Alcohol 
is a poison or a distraction; and its use is to 
be shunned, or indeed restricted. 

Last week, for example, President Clin- 
ton stood beside Brenda Frazier, whose 
daughter Ashley had been killed by a drunk 
driver, and announced plans, to apply first 
on federal property and then across the 
whole country, to lower the alcohol level at 
which a driver can still legally drive. *There 
is hardly a family or community in Amer- 
ica", said the president, "that hasn't been 
touched by drunk driving." 

That is probably true; and two days 
later theSenate backed the president. By 62- 
32 it voted that any state which in four 
years’ time still allows people to drive with 
a blood-alcohol concentration higher than 
0.08%, compared with the current national 
maximum of 0.1%, should lose 5% of its fed- 
eral cash for highway construction. Given 
that 15 states have already moved to 0.08%, 
the president may well think he is pushing 
on an open door. 

Is he? This same Senate that wants to 
lower the alcohol ceiling nonetheless re- 
Jected, by 56-43, a similar penalty for any 
states (26 at the moment) that will still al- 
low “drive-through” alcohol sales—a fast- 
drink convenience on the fast-food 
model—even though it is hard to identify 
buyers who are under-age or already drunk, 
and even though alcohol-related traffic fa- 
talities in such states are 14% higher than in 
other states. And the senators approved by 
a mere 52-47 the imposition of financial 
penalties on states that continue in the 
2002 fiscal year to allow open alcohol-con- 
tainers in moving vehicles. 

All of which should remind Mr Clinton 
that when it comes to alcohol there are dif- 
ferent degrees of what is politically correct. 
It is easy to be against excessive drinking in 
general, and much less easy to be against 
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specific long-established practices. As 
Senator Byron Dorgan, a North Da- 
kota Democrat who lost his mother to a 


drunk driver, points out: “In 22 states it is 


legal for passengers in a car to be drink- 
ing and in five states it is perfectly legal 
for the driver of a vehicle to have one 
hand on the steering wheel and the 
other wrapped around an open bottle 
of whisky.” 

Moreover, there is a constitutional 
quibble that many in Washington will 
add to their electoral qualms. The 
House, in particular, resents the idea 
that the federal government should use 
the power of its purse to intrude into 
“states’ rights”. The better way, argues 
Bud Shuster, the Pennsylvania Republi- 
can who chairs the House transporta- 
tion committee, is to use incentives, not 
threats, to curb drunk driving: “It is na- 
ive to believe that a one-size-fits-all solu- 
tion will work for every state.” 

Under the Shuster plan a state 
would continue to receive all its federal 
highway money if it met five out of eight 
criteria. A blood-alcohol concentration 
limit of 0.08% would be one criterion; 
others could be harsher penalties for 
drunk drivers, increased testing, or pro- 
grammes to deter young drinkers. Mix 
all the politics together, and the betting 
is that Mr Clinton will lose his bid to 
make 0.08% the law of the land. 

At which America’s discom- 
fited drinks and restaurant in- f 
dustry will breathe a sigh of re- f 
lief. After all, in a culture 
founded by religious puritans 
and now defined by soundbite 
and lawsuit, abstention is a 
louder message than any long- 
winded defence of the pleasures 
of drink. 

Prohibition, in force from 1920 
to 1933, may have been a social disaster, 
turning ordinary men into criminals 
and making fortunes for Al Capone and 
his ilk, but its roots were deep: the tem- 
perance movement goes back to the earli- 
est days ofthe republic, and even be- 
fore the Civil War several states 
had experimented with a legal 
ban on alcohol. Go to Vermont 











today, and it is impossible to order 
a second drink before the first is fin- 
ished or to buy a drink for a friend at the 
same time as one for yourself—and bars 
must close earlier for Saturday-night 
revellers, so that they can wake in time 
for church. 

No wonder, then, that the legislative 
instinct when it comes to drink is to 
tighten, not relax. In 1984, the age at 
which an American can legally buy alco- 
hol was raised from 18 to 21; in 1995, Mr 
Clinton, whose stepfather was an alco- 
holic, proudly signed into law "zero tol- 
erance" measures declaring anyone un- 
der 21 who drives with even the smallest 
amount of alcohol in the bloodstream 
to be legally drunk. Meanwhile, to the 
amazement of outsiders, wine sold in 
America must carry cigarette-style 
health warnings; and beer makers—de- 
spite America’s passion for consumer 
information—cannot show the alcohol 
level on their labels, lest it persuade buy- 
ers to choose the strongest beer. 

How much of this makes sense? It is 
true that alcohol use and, presumably, 
abuse have both declined since the peak 
years of the early 1980s; and it is equally 
true that alcohol-related traffic fatalities 
have also declined, from more 


EU "=, than 25,000 in 1982 to some 






^? 17,000 in 1996—or from al- 
most three-fifths of all traffic 
fatalities to around two- 
fifths. Lower the alcohol ceil- 
ing nationwide to 0.08% and 
the death toll, according to 
groups such as Mothers 
Against Drunk Driving, will 
fall by another 500-600. 

But the toll will not fall nearly 
enough to match the rate in Britain, 
which has long had a 0.08% limit. Nor 
will anti-alcohol rhetoric stop under- 
age drinking (by the age of 15 a quarter 
of Americans have drunk alcohol) or 
the binge-drinking that kills so 
many university students. To 

the bar-and restaurant-owners 
of America, who admittedly 
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have a vested interest, the statistics there- 
fore deserve a closer scutiny before any fed- 
eral move to the 0.08% limit. 

Their lobby group, the American Bever- 
age Institute, makes a persuasive case. Ac- 
cording to 15 years of data from the Na- 
tional Highway Traffic Safety 
Administration (NHTSA), the percentage of 
fatalities involving 0.08% drivers is virtu- 
ally the same as the percentage involving 
drivers with a blood-alcohol concentration 
of 0.02%, a level that could be caused by 
rich food sauces and a mouthwash. More- 
over, of the ten states with the lowest alco- 
hol-related fatality rates, only two, Utah 
and New Hampshire, have adopted a 
0.08% limit. New Mexico has the highest 
rate of alcohol-related traffic deaths despite 
its 0.08% limit. The real problem, says the 
institute, is the chronic heavy drinker who 
will ignore a 0.08% limit just as he does the 
present 0.1%. After all, nearly two-thirds of 
alcohol-related traffic deaths involve driv- 
ers with levels of 0.14% or higher. 

Does such a reading of the statistics 
prove the institute’s contention that it is 
folly to make criminals out of people driv- 
ing with levels of 0.08%? According to the 
NHTSA this level would be reached by a 
120lb (54kg) woman (increasingly rare in 
obesity-prone America) drinking two six- 
ounce (170g) glasses of wine over a two- 
hour period. "This woman", says the insti- 
tute, "is hardly what most people think of 
as a dangerous drunk driver." 

Maybe, but unhappily for the institute 
that image may well fit another of the 
NHTSA's calculations: that a 170lb man 
could drink four shots of hard liquor with- 
in an hour and on an empty stomach and 
yet come within the 0.08% limit. The medi- 
cal truth is that, though the effects of alco- 





hol will vary from person to person, any 
level is bound to impair a driver's judg- 
ment. (Hence moves to standardise the 
limit across the European Union at 0.05%). 

One answer to the problem might be to 
stop demonising alcohol. Some commen- 
tators, noting recent reports that alcohol 
may actually be good for you, recommend 
the approach of France, Spain and Italy, 
where children are gradually introduced to 
alcohol at home and so, it is said, see no 
need to get drunk at college. That approach, 
however, is surely too sybaritic for strait- 
laced, Protestant America: and driving 
standards in France and southern Europe 
are anyway hardly to be admired. 

A better way might be a harsher connec- 
tion between crime and punishment. The 
National Institute on Alcohol Abuse and 
Alcoholism reckons that perhaps the most 
effective deterrent to drunk driving (and to 
repeat offences) is *administrative licence 
suspension" laws, whereby—as in Britain— 
to fail a breathalyser-test means the imme- 
diate loss of a licence to drive. So far such 
laws have been adopted in 40 states, but 
woe betide any attempt to make them a fed- 
eral requirement. No central government is 
going to interfere with an American's sa- 
cred right to drive rather than walk. 





Whitewater 


The dandy 
vanishes 


be I JUST got sick and tired of lying for 
the fellow, you know.” Thus James 
McDougal on his decision, two years ago, to 
stop defending Bill Clinton in the 
Whitewater investigation and toco-operate 
with the independent counsel, Kenneth 
Starr. When he died in prison of a heart at- 
tack on March 8th, he had still not told Mr 
Starr all he knew. Conspiracy theorists will 
imagine not only that the prison coffee was 
spiked, but that Mr McDougal went to the 
grave with just the bits of evidence that 
could have brought down the president. 
That last supposition is not impossible. 
Mr McDougal, according to Mr Starr, was 
“at the epicentre” of his investigation. As 
that investigation spreads out almost daily 
to the furthest reaches of presidential mis- 
conduct, the point is worth remembering. 
It was Mr McDougal, in 1992, who pro- 
vided a reporter with an account of White- 
water that alerted the Justice Department 
and led to the appointment of an indepen- 
dent counsel. Mr Starrs own Whitewater 
work began with a mere three subjects—Mr 
Clinton, Hillary Clinton, and Mr 
McDougal—and a series of apparently 
fraudulent bank loans and property deals 
in Arkansas. And, pace Monica Lewinsky, 
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In our issue of February 28th, Lexington stated 
Paula Jones had posed for Penthouse magazine. 
was wrong. Although semi-nude photographs c 
Jones did appear in Penthouse in 1994, they were 
plied by an ex-boyfriend. Miss Jones did not cor 


to this; in fact, she sued to prevent their publica 
Lexington apologises. 


that is still the heart of the matter. 

Mr McDougal and Mr Clinton 
business partners. The natty Mr McD 
(panama hat, brass-handled cane, í 
Row suits) specialised in buying ands 
pieces of land for trailer parks. In 19 
persuaded the Clintons to invest in a 
outside Little Rock, that turned a 
profit when it was sold. They took h 
vice again, and became partners in à: 
opment called Whitewater, near Cri 
Creek in the Ozarks. This one was a pu 
McDougal is thought to have sipl 
money from his savings & loan, Ma 
Guaranty, to meet the expenses of the 
project. Most especially, Mr Starr is ir 
gating whether Mr Clinton knew abx 
illegal $300,000 federally backed lo: 
tended to bail out Madison when it 
bankrupt, which was partly used to cli 
Whitewater. Mr Clinton has sworn o! 
that he did not. 

Most Americans have shown lit 
terest in this tale, both long ago and p: 
cial. But for Mr Starr it opened a c 
worms. Since his investigation beg: 
has obtained three convictions and 12 
bargains on various counts of frau 
conspiracy. Mr McDougal's decision 
operate, in exchange for a reduction 
years in his potential prison sentenc 
vital to that success. He provided 
ments and leads, and went dozens of 
before the grand jury. Helped by h 
tailed memories of land deals and la 
shenanigans, Mr Starr managed to ot 





McDougal started it all 
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guilty plea from Webster Hubbell, a former 
associate attorney-general. He also caught 
the then governor of Arkansas, Jim Guy 
Tucker, who was convicted with Mr 
McDougal in 1996. 

Mr Tucker had just agreed to co-operate 
with inquiries when Mr McDougal died. 
The timing was awful for Mr Starr, who 
needed these two witnesses to corroborate 
each others evidence. Without such 
corroboration, it is unlikely that his inqui- 
ries into either the illegal loan, or alleged 
hush-money paid to Mr Hubbell, will get 
any further. His other chief witness, Mr 
McDougal's ex-wife Susan—convicted in 
1996 on four felony counts—has just com- 
pleted a separate prison term for refusing 
to talk to the grand jury, and intends to 
keep her silence. 

Although their evidence is still secret, 
apparently husband and wife did not agree 
on their memories of key events. Susan 
McDougal protected, and apparently still 
protects, the president; but Mr McDougal 
had moved on from that. He thought Mr 
Clinton should have pardoned his ex-wife, 
and he claimed the president had offered 
him a job that had never turned up. His as- 
sessment of him became bitter. “I think the 
Clintons are really sort of like tornadoes 
moving through other people's lives," he 
told a television interviewer. “I’m just one 
of the people left in the wake of their pass- 
ing by, but I have no whining or complain- 
ing to do, because I have lots of company.” 

After Mr McDougal’s death, Mr Starr, 
himself a southerner, paid tribute to “a real 
southern gentleman”. He said he had been 
particularly impressed by his assertion in 
1996, when he started to help, that he was 
not going to lie. In truth, the colourful Mr 
McDougal was not the most reliable of wit- 
nesses. But he knew Mr Clinton and his 
methods well; and it is certain that the sighs 
of frustration in Mr Starr's office are echoed 
by sighs of relief in the White House. 





Puerto Rico 
Say, Can you see? 


SAN JUAN 


SPANISH-SPEAKING recruit from the 

Caribbean, complete with rainforests, 
sancocho stew and santería? The House of 
Representatives decided on March 4th by a 
one-vote margin that Puerto Rico should 
hold a referendum this year on whether or 
not to become a fully-fledged member of 
the United States. A welcome bit of cultural 
diversity to some Americans; to others, a 
threat to the Founding Fathers’ ideals. 

This does not mean a 51-star flag any 
time soon. First, the Senate has to agree; but 
itis unlikely to do so, since Republican op- 
position is fierce. Then there would be the 
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They feel a bit American, too 


referendum itself. A yes vote would require 
a ten-year transition plan, which would 
also have to go to the vote in Puerto Rico 
and in Washington. Last of all, probably in 
2008, another vote in Congress and an- 
other referendum. By which time half a 
dozen countries may have joined the Euro- 
pean Union—and Puerto Rico will have 
been a possession of the United States for 
110 years, since the Spanish-American war. 

The past century has seen change, and 
some violence (two Puerto Ricans tried to 
assassinate President Truman in 1950, and 
there was a gun attack on Congress in 1954). 
The islanders were offered American citi- 





Brock agonistes 


E REALLY is most dreadfully sorry. 

He wanted to damage Bill Clinton, 

to “pop [him] between the eyes.” His 

ideological desire led to a “ransacking” 

of the president's private life. He should 

| have been more sceptical of people with 

“slimy” motives. For his plot to damage 

the presidency and even the country, he 
now unreservedly apologises. 

It is David Brock who speaks, in an 
open letter to Mr Clinton in the April is- 
sue of Esquire. This is the man who four 
years ago unveiled in the American Spec- 
tator the story that Arkansas state troop- 
ers were in the habit of procuring 
women for Mr Clinton, including, in 
1991, one called “Paula”. Much water has 
passed under the bridge since then. Mr 
Clinton is now facing court proceedings 
over Paula, and the country can think of 
little else but the president's sexual esca- 
pades. And Mr Brock thinks it is all his 
fault. If he had only removed the wom- 
an’s name from his copy, none of this 
would have happened. 

He is wrong, of course. Facts do not 
change or disappear because they go un- 
reported. Nor, in the information age, 
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zenship just in time to be conscripted for 
the first world war. Since 1952, the island 
has been a "Commonwealth"; Puerto Ri- 
cans use dollar bills, and can live and work 
in the United States and elect their own 
governor and legislature. But ultimate con- 
stitutional authority lies with Congress in 
Washington, where the island's sole repre- 
sentative has no vote. The current bill pro- 
poses a referendum every ten years until 
Puerto Ricans opt either for statehood or, if 
they feel like it, independence. 

If a referendum is held this year, the re- 
suit is likely to be be close. In 1996, a pro- 
statehood governor, Pedro Rosselo, got 51% 





can much stay unreported for long; jour- 
nalists who long for the days of politic | 
discretion cannot turn back the clock. If. 
these things happened, and David Brock | 
had not reported them, someone else 
would probably have done so. The truth 
w:ll out eventually; as Mr Clinton, who 
graciously accepts his apology, must also | 
know. | 
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of the votes. In 1993, in a poll unauthorised 
by Congress, 46% of those taking part opted 
for statehood, 4% for independence and 
49% for continuing Commonwealth status. 

There is an economic argument for 
change. The islanders’ per capita GDP rose 
from 22% of the national figure in 1955 to 
45% in 1972, but the gap has not apprecia- 
bly narrowed since then. Average wages are 
25% below the national level; the unem- 
ployment rate is around twice as high. Half 
the population lives below the national 
poverty line. At present, Puerto Ricans get 
some federal financial benefits, but not all; 
statehood might bring another $2 billion- 
$4 billion. There would, it is true, be federal 
income tax to pay; but with those on low 
incomes eligible for credits, the tax outflow 
could be as low as $50m a year. All these 
numbers need to be treated with great cau- 
tion. The Senate has been looking more 
closely at the financial implications of 
statehood than the House, which may ex- 
plain its lack of enthusiasm. 

As a state, Puerto Rico would have some 
clout: two senators and half a dozen repre- 
sentatives in Congress, and about as many 
president-electing votes as Arizona or 
Connecticut. This clout would be heavily 
Democratic; Puerto Rico was a big contrib- 
utor to Bill Clinton's re-election campaign. 

Extra weight in Congress would help to 
raise the island's share of federal spending. 
And it could keep its own flag and anthem, 
though not an Olympic team or a Miss Uni- 
verse contestant. The real wrench would be 
cultural. Statehood supporters say that 
Puerto Rico could retain a distinctive way 
of life. Not everyone agrees, either on the is- 
land or on the mainland. Some mainland 
Americans fear a "Hispanic Quebec"—a 
Puerto Rico that voted narrowly for state- 
hood, then panicked about a vanishing 
identity and tore itself out of the union. 

Puerto Rico is 9896 Spanish-speaking. 
About half the population speaks English, 
though a lot fewer are really fluent in it. The 
referendum bill says that the island's 
schools should aim at fluency in English 
for all ten-year-olds. There were unsuccess- 
ful attempts to make the language condi- 
tion even tougher. The United States now 
contains about 27m Spanish-speaking peo- 
ple. Some are recent immigrants; the ances- 
tors of others arrived in California or New 
Mexico before English-speakers did. 

From the north, Puerto Rico looks Latin. 
But approach San Juan from Latin Amer- 
ica, and it feels at first like an American city 
where the signs just happen to be in Span- 
ish. Anguished Anglos complain that two- 
thirds of Puerto Ricans say they do not feel 
"American", or know the words to the 
"Star-Spangled Banner". The surprise, per- 
haps, is that the other third do feel part of 
the United States, and say they know the 
Pledge of Allegiance by heart. 
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States and the film industry 


Lures and 
enticements 


CHICAGO 


HE script for “A Thousand Acres", a big- 

budget Hollywood film, describes the 
setting as a farm “with a sea of corn as far as 
the eye can see.” Iowa, the heart of Ameri- 
ca's cornbelt and the location specified in 
the screenplay, seemed the logical place to 
shoot the film. 

But not if the Illinois Film Office could 
help it. The office contacted DeKalb Genet- 
ics, an Illinois seed company, whose engi- 
neers immediately sent 22 pages of data on 
the virtues of Illinois corn to the film's pro- 
ducers in Hollywood. The company even 
suggested a variety of hybrids that could be 
used to simulate an entire growing season, 
from planting to harvest, in six weeks. 

So in the end “A Thousand Acres” was 
filmed outside Chicago. And, as the Illinois 
Film Office proudly notes, the producers 
spent several million dollars doing it. Film 
is big business, and not just for the stars. 
The film and television industry spent over 
$100m in Illinois in 1997. An Arthur Ander- 
sen study of a single film 
with a $14m local produc- 
tion budget found that the 
project generated $21m in 
local economic impact, 
created the equivalent of 
183 full-time jobs, and gen- 
erated nearly $800,000 in 
state, county and city taxes. 

But the most intriguing 
benefit of filming on loca- 
tion may arrive well after 
the stars have packed up 
and gone home. Local offi- 
cials have long told stories 
about the effect of “movie- 


Region 


Toronto 
Vancouver * 


Miami 
*Inciudes some films shot outside the city | 
Source: industry Development 
Corporation 


Lights, camera... 


Top North American 
feature-film locations, 1996 


LosAngeles* — 
New York city 3 








induced tourism". The Durham Bulls, a mi- 
nor-league baseball team in North Caro- 
lina, began selling more tickets and 
merchandise after it was portrayed in the 
film *Bull Durham". The chamber of com- 
merce in Livingston, Montana, was 
flooded with inquiries from people who 
wanted to move there after seeing the stun- 
ning scenery in “A River Runs Through It". 
Tourists show up in Savannah, Georgia, 
looking for Forrest Gump's park bench. 
Now several academics have confirmed 
that there is something to this. A forthcom- 
ing paper in the Annals of Tourism Re- 
search* examines the effects of12 successful 
films on tourist destinations prominently 
identified in them. The authors find that 
the median increase in the number of visi- 
tors five years after the films were released 
was 77%. That is not news to the Iowa Film 
Office; the two largest tourist attractions in 
the state are the settings for "The Bridges of 
Madison County" and *Field of Dreams". 
Little wonder, therefore, that cities, 
states, and even countries have become 
downright aggressive in touting themselves 
as film-worthy. When Illinois opened its 
film office in 1976, there were fewer than 
ten government film offices in the world; 
now there are nearly 300 (including in Pa- 
pua New Guinea and the Arctic Circle.) 
Representatives from all 
these places will converge 
on Los Angeles this month 


for the annual Location 

Number of films | Convention, and 5,000 
537 delegates will peer at the 
TTA. exhibits like schoolboys 
NCC looking for dance partners. 


As in any industry, à 
skilled labour force helps: 
everything from make-up 
34. ofla * *From the Silver Screen to the Lo- 

11 cation Scene: Movie-Induced Tour- 
ism Revisited". By Roger Riley, 
Dwayne Baker and Carlton Van Do- 
ren (forthcoming). 
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artists to animal-trainers. “A producer can 
get on a plane in LA with only his tooth- 
brush and find everything here he needs to 
make a movie,” says Ron Ver Kuilen, head 
of the Illinois Film Office. It helps to be flex- 
ible; in a recent made-for-television film 
shot in Chicago, different parts of the city 
were dressed up to look like London, New 
York, and bits of Germany and Japan. 

And money talks. All levels of govern- 
ment now offer an array of incentives to 
lure Hollywood to Main Street. New York 
city offers free police assistance; Massachu- 
setts, fee-free filming on any government 
property. Pennsylvania provided a state 
grant to help convert Philadelphia's old 
convention centre (replaced by a larger 
one) into a film sound stage. One of the fast- 
est-growing film locations in the United 
States is Wilmington, North Carolina. As a 
non-union, non-urban site, Wilmington 
claims a 25% cost advantage over LA. 

Most aggressive of all are the Canadi- 
ans. The weak Canadian dollar allows 
American film producers to squeeze an ex- 
tra 30% out of their budgets. On top of that, 
the Canadian government offers an 11% tax 
credit on labour costs, and some provinces 
offer additional incentives of their own. In 
1997, 16 films written to take place in Chi- 
cago were filmed in Toronto, including the 
sequel to "The Blues Brothers". (“That one 
hurt," concedes Rich Moskal, head of the 
Chicago Film Office.) Manitoba recently 
announced a whopping 35% tax credit, so 
that, combined with the federal tax incen- 
tive, production companies can get back al- 
most half of their total labour costs. 

If you can't be the cheapest, sometimes 
it helps to be the most congenial. Chicago 
landed "Mercury Rising", a Bruce Willis ac- 
tion film, in part because the city was will- 
ing to close a section of its railway line and 
several lanes of a parallel highway so that 
Mr Willis could be filmed leaping between 
them, no doubt shooting at someone. (In 
LA, where films are less of a novelty, resi- 
dents are said to turn on noisy garden 
equipment near film sites, knowing that 
producers will pay them $100 to turn it off.) 

Rude residents notwithstanding, the 
vast majority of films are still made in Los 
Angeles (see table) The industry generates 
over $20 billion a year, nearly ten times the 
size of the next-biggest site. But even Cali- 
fornia's officials are looking over their 
shoulders. They whisper that 50-70% of 
low-budget network rv films are now 
filmed in Canada. Governor Pete Wilson's 
senior policy adviser will this month meet 
federal trade representatives to find out 
whether Canadian film subsidies, which 
favour Canadian labour, violate the North 
American Free-Trade Agreement. 

From the 19th floor of a building on 
Wacker Drive, your correspondent has a 
sweeping view of the Chicago River and 
Chicago's famous Michigan Avenue. This 
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building features prominently in a new 
film, just out, called “Kissing a Fool". It is 
also an excellent vantage point from which 
to watch Samuel L. Jackson, who has taken 
everyone in a neighbouring building hos- 


UNITED STATES 


tage and is fighting off helicopters, while 
men abseil down the building and a swAT 
team opens fire from a barge in the middle 
of the river. That is "The Negotiator", com- 
ing soon. 





Embracing Latin America 


Mack McLarty, Friend of Bill 


SAN JUAN, PUERTO RICO 


Ur DER the swaying palms of San Juan, 
Bill Clinton’s oldest friend seems right 
at home. Since he arrived for yet another 
conference on Latin America (he has duti- 
fully attended dozens as Mr Clinton’s spe- 
cial envoy to the region), Thomas “Mack” 
McLarty has been mobbed by Latin busi- 
nessmen eager for an audience. One Mexi- 
can fat cat even runs upstairs to put on a 
suit and tie so that he can impress “the man 
who will be whispering in Clinton’s ear 
when he decides whether my country will 
be ruined by decertification.” Mr McLarty 
shakes every hand and listens to every plea, 
smiling through it all. His job can be exas- 
perating, he later admits, but not because of 
the over-eagerness of Latin Americans. The 
real frustration, he explains, lies in the igno- 
rance he finds among Americans back 
home. 

Mr McLarty’s boss did not set foot in the 
region during his first term. Sandy Berger, 
the national security adviser, also neglected 
it when he recently named his top six prior- 
ities. Yet the issues that arise from the re- 
gion could hardly matter more to the Clin- 
ton agenda: drugs, immigration, free trade. 
In April, Mr Clinton will go to Chile for a 
landmark summit with all the heads of 
state from the Americas (bar Fidel Castro of 
Cuba). Could it be that the United States is 
about to start paying attention? 

Maybe, so long as Mr McLarty sticks to 


A long way from Little Rock 


his job. Since the days of the Monroe doc- 
trine, Americans have viewed Latin Amer- 
ica as a collection of banana republics lia- 
ble to economic and political instability, 
needing a firm hand and plenty of aid. But 
over the past decade Latin countries have 
embraced free-market democracy with 
zeal. “Latin America has arrived on the 
world stage with confidence,” says Mr 
McLarty; it merits treatment as an equal. 
The region buys a third of all American ex- 
ports, and Mexico last year surpassed Japan 
as America’s second-largest export market. 
But most Americans simply have not no- 
ticed. “My principal role”, Mr McLarty says, 
"is as an educator and an advocate.” 

Some of the old bully-boy tactics are 
still in place. One is the annual "certifica- 
tion" by which Congress requires the presi- 
dent to judge whether countries are friends 
or foes in the drugs war. This process, which 
culminated on March 1st, has done noth- 
ing to stem the flow of drugs but much to 
irritate loyal friends. Even Newt Gingrich 
has called for the process to be scrapped or 
altered, insisting that the days are gone 
when the United States could treat its 
friends like this. The United States has also 
outraged its southern neighbours with the 
Helms-Burton law against Cuba and by 
raising the spectre of mass deportations 
with last year’s tough immigration law. 

Whenever the United States blunders 
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in this way, the genteel Mr McLarty is im- 
mediately on the telephone or an aero- 
plane, smoothing ruffled feathers. As James 
Jones, ex-American ambassador to Mexico, 
puts it: "Whenever someone in Washing- 
ton made an inane or insensitive comment 
that upset our friends, I'd call Mack and 
he'd get on the case." 

Mr McLarty is an ideal soother: soft- 
spoken and polite, graceful in his compli- 
ments and gifted with a memory for names 
and faces. Such niceties matter to Latin 
Americans. More important, though, is the 
fact that he is a Friend of Bill. As a kinder- 
garten chum of the president, he probably 
has better access to him than anyone but 
Mrs Clinton. He clearly relishes this: until 
recently, he proudly listed this friendship 
at the top of his resumé. These qualities re- 
inforce each other, as even Mr McLarty con- 
cedes: "Because of our friendship, I don't 
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have to shout to be heard." 

By careful use of this friendship, he has 
managed to push ahead a number of initia- 
tives important to the region. As Mr Clin- 
ton's first chief of staff, he orchestrated the 
passage of the North American Free-Trade 
Agreement (NAFTA) in 1993. Later, over con- 
gressional objections, he helped to con- 
struct the bail-out package for Mexico dur- 
ing its peso crisis. Mr McLarty also pulled 
together the Miami Summit of the Ameri- 
cas in 1994, which looked set to be a fiasco 
until he got involved; in the end, it pro- 
duced a pledge to work for a Free Trade 
Area of the Americas (FTAA) by 2005. 

At the Santiago presidential summit 
next month, the gathered worthies are ex- 
pected formally to agree to launch negotia- 
tions for the FTAA, though Latins are angry 
with Mr Clinton for failing to win fast-track 
authority from Congress to sign trade deals. 


So you'd like to buy a ranch? 


BIG HORN, WYOMING 


F YOU think the stockmarket is in- 
flated, try buying a ranch in Montana. 
Rocky Mountain ranch prices have en- 
tered the stratosphere: a ranch that would 
have sold for $3m two years ago now 
fetches $8m or more. What is more, the 
buyers pay cash. Most are employees of 
software companies or corporate CEOS 
who, with portfolios tripling or quadru- 
pling in value, need a place to park their 
| equity. 
| Since the opening of the frontier, 
| wealthy families from the east and Cali- 
fornia have bought ranches as conserva- 
tive investments. Although scenery was 
| important, the owners counted on sheep 
or cattle to make the ranch pay. New own- 
ers, in general, do not give a fig for live- 
stock. They want beauty. hunting and—in 
particular—private fishing waters. As one 
broker puts it, they demand “four-pound 
trout jumping over the elk's back as they 
look up at snow-capped mountains." 
And, of course, these attributes need to be 
within 30 minutes of an airstrip long 
enough to accommodate a Gulfstream or 
a Learjet. 

Few spreads fit this description. Many 
old-time ranches, limping along on low 
cattle prices, have succumbed to land de- 
velopers or timber buyers. Such proper- 
ties are considered damaged goods. So, 
when a place that passes the pristine lit- 
mus test comes on the market, it goes fast. 
| Hall and Hall Inc of Billings, Montana, 

probably sell more high-end ranches than 
anyone in the country, but even they get 
beaten to the draw. Doug Hart, a partner 
| at the firm, says he was "stunned" when 
| one out-oftown interloper bought a 
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property over the telephone, sight unseen, 
for $10m. 

The priciest recreation ranch is still 
found at the end of a road, backed up 
against the National Forest and home to a 
blue-ribbon trout stream. But today's 
buyer will also pay for solitude. The 
Binion Ranch north of Jordan, Montana, 
an austere 145,000-acre block of land on 
the high prairie with nobody in sight, is 
said to have sold for $8m-9m. A decade 
ago, it would have found few buyers. 

Estate agents trace the trend back to 
1981, when a religious community called 
the Church Universal and Triumphant 
bought a 12,500-acre ranch from Mal- 
colm Forbes for $7.5m. Situated in Mon- 
tana, in gorgeous scenery north of Yellow- 





This will be Mr Clinton's third trip to Latin 
America in less than a year, a feat for which 
Mr McLarty deserves singular credit. 

Still, he has his critics. "You mean 
McLighty?" jokes one Latin American min- 
ister. Because his gravitas is derived from 
his access to Mr Clinton, technocrats in 
Latin America and policy wonks in Wash- 
ington (with some jealousy) sometimes ar- 
gue that Mr McLarty is merely a cheerleader 
for other people's ideas. That is unfair. After 
all, Mr McLarty is no regional expert; he is a 
businessman from a small southern state. 
But by reading his way into the job, and by 
extending his gregariousness across the 
Americas, he has acquired considerable 
power to boost or kill initiatives. Most im- 
portant, he has turned the president's gaze 
to a region he was in peril of ignoring. That 
in itself is an achievement. 





stone National Park, it would have 
trouble supporting 600 head of cattle. 
The price astonished local pundits, and 
their reaction seemed right; land prices, 
even for breathtaking ranches, sank pre- 
cipitously in the 1980s. Today, however, à 
“For sale" sign on that property would set 
offa billionaires' bidding war. | 
A few of these new operators actually | 
try to keep livestock, as old ranchers did. | 
Pushing cows around and fixing fences 
seem particularly popular in Arizonaand | 
New Mexico. But the more common | 
point of view is that "recreation ranches", 
bought purely for their amenities, are 
now so popular that they can hold their 
value whatever the economy is doing. 
And, ifthings turn bad, there is always the 
possibility of subdividing the spread. 
That allows still more enthusiastic exur- 
banites to get theirhandson a pieceofthe | 
West, at a price. | 


Pretty, but you can still see the neighbours | 
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Ciba Specialty Chemicals is rising to the challenge. 


Every day we transform products 

and substances into thousands of 
applications worldwide. Now we've 
transformed ourselves into an exciting 
new breed of company. 

Like every natural evolution it has 
happened with good reason. 

Ciba Specialty Chemicals has developed 
to anticipate and meet customers’ 
changing needs, now and into the next 
century. We are already generating sales 
in 117 global markets, but we're 


looking even further afield. 


Our new company is flexible, agile 
and quick to react. We will constantly 
deliver the brightest solutions to 
every fresh challenge. We're investing 
more and more in research and 
development so expect to see ever 
greater heights of innovation wherever 
you see the sign of the butterfly. 

For more information on the 
company that's transforming the 
specialty chemicals sector, dest att i 


fax +41 61 636 3019 or visit our "m 


è 
Website at http://www.cibasc.com Ci ba 
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. | America enjoys life too much to 
| care. 
“Y Where are the university presi- 
| dents?" Mr Bennett asks contemp- 
.| tuously, before answering his own 


^| tion secretary and George Bush's 

"| drugs tsar. All through this period, 
|. most of the ills that trouble Mr 
. Bennett have got worse, not better. 


- grown commoner; the drug epi- - 
. demic has resisted numerous at- 


up America's loss of values. The 
| president had some kind of liai- 
son with a 2ryear-old who 


he oni World: freedom and 
nik areb cMunine beliefs and 





'Os;h he 'carried c on railing na 
he was Ronald Reagan’s educa- 


-. Popular culture has grown 
coarser; family disintegration has 


tempted cures. And now the - 
Lewinsky scandal seems to sum 


worked for him; but prosperous 


"Where are the clerics? 


^| question. “Hah! Raising money?” 





|. Mr Bennett may regret that sneer, since he himself is not 
| averse to raising money. His 1992 best-seller, "The Book of Vir- 
—t tues”, has made him a millionaire several times over, and has 


=f spawned a mini-business: book sequels, calendars, videos, 
| stickers, speeches at $40,000 a shot. Inevitably, this attracts 







| 


-plenty of critics: Mr Bennett, say the detractors, is a wealthy 
.| whiner, an opportunist who has milked a media niche, a mass- 
“E marketer of the idea that mass culture is decadent. Most of these 


aaa are trivial: no public figure gets anywhere without 
mastering the media, and if it is fine to get rich by making com- 
puter chips or movies, then it is presumably fine to get rich by 
. holding forth on moral questions. But the essential point is that 
Mr Bennett's private wealth is less interesting than his public 
predicament. For he embodies a perplexing problem: he is a 
moralist in an age of determined relativists. 

Over the past month or two, as the Lewinsky scandal has 
dominated Washington, Mr Bennett has returned constantly to 
the same point. Americans, he says, should have the courage to 
judge the president. Most Americans tell pollsters that, even if 
Mr Clinton did commit adultery, did lie about it, and did at- 
- tempt to obstruct justice, he should nonetheless remain in office. 
Mr Bennett objects that, if Americans suspend judgment of such 
behaviour, they have lost the capacity to make moral judgments 
of any sort. Without that capacity, America might not have 
ended slavery, outlawed child labour, or mobilised itself against 


“| communism. Without that capacity, America stands little 


Bil Bennett, — "n 












daughter from procuri | gone. | 


.. Sociologist at Boston ‘University, 
: the Ten Commandments have b 
come the Ten Suggestions. “Rul 

-are not meant to be broken, for 


down that path lies modernity.” - 


thou shalt be tolerant. People wh 
ignore this are held in low esteem. 
. Televangelical moralists are not 


the Christian Coalition scares 
mainstream Americans away 
from the Republican Party. Reli- 


to be liked. Billy Graham, the age- 
ing dean of American preachers, 
. this month declared that he for- 
gave the president—which was es- 


pecially remarkable given that Mr Clinton has yet to confess to 
anything. Meanwhile Mr Bennett, with his insistence that soci- |- 


ety needs to judge, looks increasingly lonely. 

The question—for America, and for all who follow its iod: 
ernising path—is whether this loneliness matters. And the an- 
swer is that it may not. Americans may lack the taste for black 
and-white certainties, for moral absolutes. But they can still dis- 
tinguish between greys, and this may be sufficient. Americans 
may be deaf to sweeping condemnations of divorce; but they 
listen to the evidence that divorce hurts children and should 
therefore be avoided. Americans may hesitate to end abortion 
choice; but they are open to the argument that particularly dis- 
tasteful types of abortion should be prevented. There is an unsat- 
isfying intellectual and ethical muddiness in the eschewing of 
clear principle. But it does not lead inevitably to social 
disintegration. 

Instead, it changes the role of the moralist. His function is no 
longer to expound rules in an absolutist way; it is to urge Ameri- 
cans to reweight the calculus by which they live. It is not to de- 
clare that a presidential affair is wrong absolutely and always; it 
is merely to point out that such behaviour damages useful things 
like respect for the presidency. By appealing to America's grey- 
spectacled pragmatism, the moralist can still play a useful part: 


down that path lies anarchy,” Mro 
Wolfe writes in a new book. “But . 
they are made to be bent, for | 


This being so, Americans have - 
invented an 11th commandment: - 


the force they were ten years ago; 


gious leaders know they must- 
soften their message if they wish 
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Mr Clinton himself has acknowledged this by using the bully |. us 


pulpit to lecture Americans on values. And Mr Bennett knows 
this too. “I am part of the mix,” he says. “I’m part of the market.” 
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IA challenging senior-level management development 


experience based on participant-centered learning and built An intensive decision-oriented general management progra 
| on a foundation comprised of the following three fundamen- | in which participants: 
al elements: * Learn to develop the integrative perspective of general 
A highly integrated curriculem—the curriculum is specifi- management through comprehensive case studies requirit 
sally designed by the faculty to be both comprehensive and examination, understanding, and reconciliation of operati 
ghly integrated in keeping with an enterprise perspective, issues. 
while takin g full advantage of the diversi ty inherent in the * Enhance their capacities for examining and acti ng upon 
: iternational participant base reaching 50% in 1997). organizational issues and for influencing others to change 
+ Team-oriented learning-—participants are formed into * Strengthen their abilities to work effectively in teams, 
small groups that develop into learning teams which provide analyze complex business decisions, and develop realistic 
a forum where participants benefit from the diversity of plans. 
| experiences, perspectives, and abilities of other team 
| members. vvvvvyY 
* Total faculty commitment—Darden faculty members are 
involved throughout the year m the program design and C] Darden also offers other programs in the areas of 
| planning process. They are involved in every aspect of the General Management, Leadership and Organizational 
| program and are present during the entire six weeks. In Change, Marketing and Sales, Finance, and Operations. 
| addition to conducting classroom sessions, they join with. Please check here for a brochure with a complete listing. 


I participants for simulation exercises, special presentations, 
| guest speaker activities, social events, and action-learning 
| experiences. 
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Canadian unity finds a 
reluctant (and maybe) saviour 


MONTREAL 


Canada has been through two separatist referendums in Quebec, nearly 
losing the second. If it is to avoid a third, it needs the right man to lead the fight 


for unity. But will he? 


O MANY Canadians, Jean Charest has 

always been the right man in the wrong 
party. He comes from Quebec, a province 
that is determinedly Liberal when it is not 
in the hands of separatists. His own per- 
sonal views are more liberal than conserva- 
tive. Yet he has been a lifelong Conserva- 
tive. In 1986, at the age of 27, he became a 
minister in a Conservative federal cabinet. 
He has rebuilt the Tory party as its leader 
since the voters booted it savagely out of of- 
fice in 1993. Yet today, at the age of 39, he 
may be about to switch party—and perhaps 
save the unity of his country in doing so. 

The opportunity—not that it is one he 
wanted, and he may yet refuse it—arose 
from the surprise resignation of the leader 
of Quebec’s provincial Liberal Party, Daniel 
Johnson, on March 2nd. In Canada’s un- 
usual political system, provincial parties 
have little to do with, indeed may be at 
odds with, federal ones of the same name. 




















Summoned to his duty 
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Though the federal Liberals, under Jean 
Chrétien, swept to power in 1993, Mr John- 
son was edged out of it in Quebec in 1994 
by the separatist Parti Québécois. The sepa- 
ratists then lost a referendum on secession 
in 1995; but only by a hair’s-breadth, and 
Mr Johnson could claim little credit. He 
was widely forecast to lose again to the PQ 
in the election that its new leader and Que- 
bec's provincial premier, Lucien Bouchard, 
was expected to call later this year. Though 
polls have shown separatism losing 
ground, the likely result would have been 
yet another Quebec referendum, and—at 
best—another long period of turmoil. 

In sum, Mr Johnson was seen as a loser 
and a liability. Those judgments were not 
new. But last month they became louder. 
The last straw for him, say some in his 
party, was when his wife plonked on his 
breakfast table an article in The Economist 
saying so (a planted article, suggested some 
Canadian media, perhaps unaware of this 
papers potent herbicides). Whatever the 
cause, Mr Johnson decided to go. 

All eyes at once turned to Mr Charest. A 
dogged, passionate man, he did much to 
swing the 1995 referendum the federalists’ 
way. And he was seen as the only person 
capable of beating Mr Bouchard. Pressure 
poured in on him to abandon his federal 
party and go to head the Liberals of Quebec. 
A draft, the media called it. In fact, it was 

more of a press gang. Mr 

Charest does not want the 

job. A member of Parliament 
for 14 years, he has always 
wanted to be one thing 
\ only: prime minister of Can- 
ada. And he knows that in 
Canada provincial success habit- 
ually becomes a federal curse. He 
spent all of last week saying no. 

Yet even if he would sooner stay in 
Ottawa, rebuilding the federal Tories 
(and though he has gone some way since 

they were cut to just two seats in 1993, 
there is still far to go), most Canadians ex- 
pect Mr Charest to accept what many are 
presenting as his patriotic duty. He knows 


there is no one else, certainly not in the 
Quebec Liberal caucus. The only people 
this week who seemed to wish him to go on 
saying no were his family, and his party, 
well aware that he is all that stands between 
it and dismissal at the hands of the Reform 
Party. Plus, of course, the Po, which ex- 
pected to walk over Mr Johnson, but which, 
say opinion polls, would probably lose an 
election—and certainly a referendum, if af- 
ter all it was re-elected—to Mr Charest. 

This Tuesday, Mr Charest gave the first 
hints that he might, after all, be bound for 
Quebec city. “No” turned into "maybe, just 
give me time to think" What would guide 
him, he said, was a determination not to be 
“unduly influenced by partisan logic" and 
a desire to "best serve my country—which 
happens to include Quebec.” By the end of 
this week many expected "maybe" to have 
become “yes”. 

The Quebec job, if he takes it on, will not 
be easy, and winning provincial power 
would be only the first step. Mr Charest is 
rightly concerned about the federal Liber- 
als' habit of trying to call the tune in his 
home province. Whatever else may have 
prompted Mr Johnson to resign, that habit 
was certainly one reason. And it, combined 
with the exaggerated, even desperate public 
expectations of him, could help to under- 
mine Mr Charest's leadership if indeed he 
jumps. Yet if he stays in Ottawa, he will be 
forever the man who heard his calling and 
covered his ears. Damned perhaps if he 
does, but surely damned if he doesn't. 





Colombia 


The generals 
under fire 


BOGOTA 


HE critics were after Colombia's gener- 

als this week, and no wonder. It is now 
plain that one oftheir units took a mauling 
from the Revolutionary Armed Forces of 
Colombia (FARC) in the southern province 
of Caqueta last week. 

The FARC guerrillas claimed after the 
battle to have the dogtags of 83 of the unit's 
150 soldiers; even the army has admitted to 
60-70 deaths. Around 30 of its men were 
taken prisoner. This was a battle lost, not a 
war; but it made one more in a string of hu- 
miliating setbacks for the army. 

In August 1996 rebels overran a jungle 
cutpost at Las Delicias, in the south, killing 
28 soldiers and seizing 60 more, whom 
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The army recovers its dead 


they held hostage for ten months. In De- 
cember they stormed a mountain-top post 
at Patascoy, in the far south, killing ten men 
and capturing 18. Each time the brass were 
accused of basic errors: of having troops 
untrained in jungle combat, sent out with 
little back-up, on the basis of poor intelli- 
gence against an underestimated enemy. 

The army used to be accused of being as 
inert as it was inept. Recently it has tried to 
take the initiative, but with little success. A 
big 15-day sweep last October before 
municipal elections did little damage to 
the FARC, and in large tracts of the south the 
rebels still succeeded in keeping the turn- 
out of voters below 10%—a figure that may 
not have been much bettered there in last 
Sunday's congressional elections, which 
also the FARC aimed to disrupt. 

The guerrillas are growing bolder. Last 
week they blocked a main road only five 
minutes outside the city of Villavincencio, 
80 kilometres (50 miles) from Bogota, and 
for six hours fought off army attempts to 
oust them. Long memories recall the com- 
munist road to success in Vietnam. War- 
weariness among Colombia’s people 
would be understandable. A recent official 
study reckons that internal conflict cost $12 
billion and 18,000 deaths—over half of 
them among civilians—from 1990 to 1994. 
A further 22,000 have died since then. 

The army has suffered other embarrass- 
ments recently. One officer has been ar- 
rested for working with right-wing para- 
militaries. Several former intelligence men 
have been held for their alleged role in the 
murder of an opposition leader in 1995. 

Who was really to blame for the 
Caqueta debacle and others, though? Some 
civilians want senior army and defence- 
ministry heads to roll. The former com- 
mander of the armed forces, General Har- 
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old Bedoya, lays the blame firmly on Pre- 
sident Ernesto Samper. The general was 
sacked last July for opposing Mr Sampers 
readiness to try for a long-term deal with 
the rebels and, in the short term, to demili- 
tarise a part ofthe south fora time, to get the 
Las Delicias prisoners released. That led di- 
rectly to last week's defeat, says General 
Bedoya, now a candidate for the presiden- 
tial election in May. Others more broadly 
say the government's lack of direction and 
political credibility has let the violence 
spin out of control. A poll in El Tiempo, a 
big daily paper friendly enough to Mr Sam- 
per, last Sunday showed that the public 
agreed: only 10% of respondents blamed 
the army, 47% the government. 

Yet in the elections the same day, voters 
gave Mr Samper's Liberals twice as many 
votes as the Conservatives. True, some Lib- 
eral dissidents did especially well, as did 
some independents. But overall Mr Sam- 
per's friends now hold 60% of the seats in 
Congress—and opinion polls show his 
crony and former interior minister, Hor- 
acio Serpa, far ahead (of the Conservatives’ 
Andres Pastrana, with General Bedoya run- 
ning third) in the race for the presidency. 





Brazil 


Odds-on 


SAO PAULO 


HE election is months away, and Bra- 

zilian minds are more concerned with 
soccers World Cup. But already President 
Fernando Henrique Cardoso is looking al- 
most unbeatable in his quest for re-election 
in October. So, at least, many of Brazil's po- 
litical barons seem to think. One after an- 


other they have decided not to risk chal- 
lenging him and getting smashed. 

Thelatest group to do so was the Party of 
the Brazilian Democratic Movement 
(PMDB) a coalition of regional bosses 
which, on paper, is the country's largest po- 
litical force. On paper, too, it belongs to the 
five-party coalition backing Mr Cardoso, 
and has two ministers. But it also includes 
many traditional politicians who dislike 
his market-based policies. At a rowdy party 
convention on March 8th, however, dele- 
gates voted by 389 to 306 against launching 
a presidential candidate of their own. 

The vote followed several hours of in- 
sults traded on the platform, and blows on 
the floor, and though, in theory, it could be 
reversed at a second convention in June, it 
is doubtful that the PMDB could mount an 
effective challenge anyway. Still, the out- 
come was good news for Mr Cardoso: the 
PMDB' 16 minutes a day of free television 
time during the campaign will now not be 
used against him. 

The vote was also a defeat for the in- 
flated ambitions of Itamar Franco, Brazil's 
president from 1992 to 1994, who had pro- 
posed himself as a candidate. The world 
best remembers him as having appeared to 
grope a scantily clad model at the Rio de 
Janeiro carnival in 1993. He has tried to re- 
invent himself as the "father of the real 
plan", the anti-inflation programme put in 
place by Mr Cardoso in 1994, when he was 
Mr Franco's finance minister. But there is 
little evidence that voters share Mr Franco's 
self-image. If anyone from the PMDB could 
weaken Mr Cardoso, say the polls, it is an- 
other ex-president, Jose Sarney. But he is 
said to prefer either another term as a sena- 
tor or a second career as a novelist. 

With the PMDB out of the fight, Mr Car- 
doso can well hope for the outright major- 
ity needed for a first-round victory. Fringe 
candidates aside, his only declared oppo- 
nents so far are Luiz Inacio Lula da Silva, of 
the left-wing Workers Party (PT), and Ciro 
Gomes, a former finance minister who left 
Mr Cardoso’s Brazilian Social Democratic 
Party last year and who is seeking to posi- 
tion himself on the centre-left. One na- 
tional poll in January gave him 7%, Mr da 
Silva 20% and Mr Cardoso 45%. Mr da 
Silva, runner-up for the presidency in 1989 
and 1994, admits to being a reluctant can- 
didate this time, and the PT is yet to recover 
from its mistake in opposing the real plan. 
Mr Cardoso’s people would be happy to 
face a straight fight with Mr da Silva. 

Mr Gomes is looking for middle-class 
voters disillusioned by Mr Cardoso’s alli- 
ance with the right and by his failure to pro- 
duce fast growth. Aged only 40, Mr Gomes 
may have a future, but he will lack both 
money and television time. Polls say only 
26% of voters have heard of him. That 
makes his 7% backing more impressive. Yet 
to beat Mr Cardoso would be “almost im- 
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possible”, he concedes. 

Mr Cardoso has weak points. To defend 
the real and economic stability, his govern- 
ment clamped down on the economy be- 
fore Christmas. Unemployment leapt in 
January to 7.25%, and, for the first time 
since 1994, poor families’ real incomes are 
falling. Huge social problems persist. 

Yet while the real holds, Mr Cardoso's 
Status as the man who slew inflation gives 
him greater credibility on social issues than 
his opponents. As an incumbent, he would 
until last year have been banned from run- 
ning this time. But his popularity won him 
the constitutional change that now allows 
that. And, as his rivals complain, incum- 
bency gives him big advantages. For one, 
State governors hesitate to cross him: they 
too can now run again, they control power- 
ful political machines, but many also de- 
pend on federal largesse. At the PMDB con- 
vention, several state delegations seem to 
have been swung to Mr Cardoso’s side by 
promises of pork. He “bought” the conven- 
tion, complained Mr Franco. Such charges 
might be damaging, but most Brazilians 
still have more respect for Mr Cardoso than 
for any of his rivals. 





Argentina 


Bedfellows 
fall out 


BUENOS AIRES 


T IS not eight months since Argentina’s 
two main opposition parties, Frepaso 
and the Radical Civic Union, joined hands 
in a marriage of convenience for October's 
congressional and local elections. As a re- 
sult, they did well in Congress and took up 
joint residence in a number of local govern- 
ments throughout the country. But now the 
strain of cohabitation is beginning to show. 
Nowhere more so than in the city coun- 
cil of Buenos Aires. There Frepaso recently 
ganged up with the Justicialist Party—Presi- 
dent Carlos Menem's party and still the 
largest one in Congress, but in opposition 
in the city—to defeat the Radicals over the 
redeployment of 800 sacked council work- 
ers. The decision enraged the Radical 
mayor, Fernando de la Rua. He said he 
would veto the bill passed by the council, 
and spoke of a crisis that put at stake “the 
image and the effective administration of 
the city”. More, in fact, is at stake than that: 
the mayor is also his party’s front-runner to 
head the joint ticket that the opposition al- 
liance says it will put up for Argentina’s 
1999 presidential election. 

This is the second big tiff between the 
two partners this year. The first was over a 
botched attempt by Frepaso congressmen 
to annul laws brought in by the Radical 
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| Pinochet: under emotional stress 


N 1973, General Augusto Pinochet, 
Chile’s army commander, conducted 
a bloody, successful coup. For 17 years he 
ran Chile. “This has never been a dic- 
tatorship,” he claimed in 1985. Whatever 
it was, by the time he stepped down in 
1990 it had killed at least 2,700 of its real 
or imagined opponents. This week the 
general, still army commander, retired 
from that post (though his fellow gener- 
als say he is still “commander for life”) at 
| à ceremony that moved him to tears. 
|. Others, recalling the victims of his re- 
gime, and angered at his instant reincar- 
nation, under a constitution tailored for 


President Raul Alfonsin in the 1980s that 
let off the criminals of the “dirty war" days. 
Worse may yet come in Cordoba, where the 
local Radical leader has never warmed to 
his Frepaso counterparts and is being ea- 
gerly wooed by the Justicialists, 

The continual bickering within the alli- 
ance may seem surprising: little dis- 
tinguishes the two partners in political or 
economic terms. But they have very differ- 
ent histories and cultures. The Radicals, an 
ancient party, are privately contemptuous 
of Frepaso, formed in 1994. A media party, 
they call it. In contrast, they boast, their 
own party has at least one member in every 
hamlet in Argentina. They have never tried 
cohabitation before, and their own illustri- 
ous past makes them uneasy at it. Indeed, 
the coalition in Buenos Aires is mainly at 
the city-council level; Mr de la Rua, who is 
directly elected, has pointedly denied 
Frepaso entry to his administration. He 
feels he has a mandate to govern alone, and 
is keen to enhance his presidential ambi- 
tions by doing so. 

The presidential contest is helping to 





Oviedo: under arrest 





Treason doth never prosper 


himself, as a senator for life (and so im- 
mune from prosecution), were moved to 
bitter demonstrations. Their minor, spo- 
radic violence was firmly put down. 

In 1996, General Lino Oviedo, Para- 
guay's army commander, stopped—rath- 
er, was stopped, by foreign pressure—just 
short of a coup. He was sacked. Since 
then he has been successively at liberty, 
elected by the ruling party as its presi- 
dential candidate, in hiding, arrested, 
detained in barracks for 30 days for in- 
sulting the president and, this week, sen- 
tenced to ten years for his would-be 
coup. For the record, it killed nobody. 
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divide the partners. They are agreed on a 
joint ticket, but who is to take first place on 
it? Frepaso’s Graciela Fernandez Meijide is 
running ahead of Mr de la Rua in the polls 
and would be the stronger candidate. But 
the better organised Radicals may have a 
louder voice in the joint electoral college 
that is to decide. To get things settled 
sooner, the decision has been brought for- 
ward to November. But will they be settled? 
If Mr de la Rua loses, and is offered merely 
the vice-presidential nomination, it is hard 
to imagine the Radicals cheerfully accept- 
ing second place. The Justicialists will try 
even harder than now to persuade at least 
some of them to defect. 

Still, there is one unifying force: Mr 
Menem. He is proving just as unready to 
fade gracefully away in favour of his 
Justicialist would-be successor—and open 
critic—Eduardo Duhalde, governor of Bue- 
nos Aires province. And the longer he dom- 
inates the scene, the longer the Radicals 
and Frepaso have a figure to hate even 
more than they dislike each other. 
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onomy shuddering. 

Saudi Arabia is the world's largest pro- 
lucer, pumping out 8.65m barrels.a day. 
For every $1 drop in the price, the desert 
.. kingdom waves goodbye to $2.5 billion a 
. year in revenue. Even with a budget based 
~ on modest oil prices, this year will be one of 
: painful decisions. If prices do not recover, 
.. the forecast deficit of $4.8 billion will bal- 
= loon, and something will have to give. First 
p to go will probably be the increases pro- 
< posed for health and education. But with a 
- poi ulation growing at close to 496 a year, 
- health. and education are the very things 
hat many - Saudis would like made a 
Sel nevitably, as iie government now con- 

















.. plans, some of Saudi Arabia's 12m citizens 
- will question their government's fondness 
-< for spending billions of dollars of public 
. money on weapons. Despite recent cuts, 
~ Saudi Arabia remains the largest buyer of 
arms in the world, regularly spending over 
a quarter of its annual budget on defence. 

-In the aftermath of the Gulf war, when 
America rode high on a wave of regional 

< popularity, there was general acceptance 
= that big purchases of western arms were a 
< just reward for saving the Gulf states from a 
_ -predatory Saddam Hussein. Seven years 
; on, sentiments have changed. Though all 
» the Gulf states, including Iran, accept the 
-> need for strong armies, one of the region's 
 conspiracy-minded suspicions is that 
. America could be fabricating crises with 
. hraqin order to perpetuate its arms sales. If 
- lowoil prices are here for a bit, the Gulf gov- 
^ emments may well be thinking of cancel- 
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price: could mean sharp changesi in the Gulf, a al 
me of them might be for the better 


. lost 5%. With less money flowing into state 
- coffers, there will be fewer contracts 


-Gulf's Asians, eager to escape the economic 


on oil, so a drop i in the price has the whole 


| price hovered at somewhere near $20 a bar- 
rel, Gulf. governments felt. comfortab 


has been busy cutting state subsidies, sell- 


as % of all government revenues 
latest financial year 


markets directly to foreign investors, much 
- of the Gulf remains in a time warp. This 
- years Saudi budget includes domestic sub- 
sidies of nearly $2 billion, an anachronism 
- the mF would like to see abolished. 


mplates trimming its more ambitious 


~ doubt whether the government will ever be 
bold enough to pick up this gauntlet, the 


tries may eventually force it to do so. 









coena pees t 
defence show opens on March th pe 
The Gulf is a part of the world w 
most every sector of the economy is linked, 
directly or indirectly, to the oil business ; 
 Stockmarkets, which had remained largely — 
immune to the agonies of Asia’s financial 
woes, have registered the new worry. In the » 
first two months ofthis year, Saudi Arabia's 
index shed 10%; Kuwait and Bahrain each 





















awarded. Building, which employs a large 
proportion of the Gulf's 10m or so expatri- 
ate workers, could soon see cuts. For the 








carnage in their own countries, lay-offs i 
Arabia could hardly come at a nastier tim 

- Yet, for the Gulf states themselves, the: 
may be a silver lining. Will the shock force 
an end to complacency? So long as the oil 


enough to put off the reforms that would 
have brought them more into line with the 
global economy. While the restofthe world 


ing government assets and opening stock- 


Privatisation, long talked about, has be-. 
come something of a standing joke in 
Saudi Arabia where everyone knows it has 
to happen but nobody wants to be the one.. 
to introduce it. Selling government-run in- 
oe would mean laying off thousands 
f state employees who thought they had 
an easy job for life. Although many Saudis 


cost of supporting inefficient state indus- 


Of course, as many a Gulf government 
planner is now fervently hoping, the oil 
price may recover and enable tough deci- 
sions to return to the back-burner. It has 
happened before, when gloom was dis- 
persed as oil once more rose reassuringly . 
above $20 a barrel. But this time the omens 
are not good. f 

As oil analysts are quick to point out; 
the current glut is unlikely to disappear 
soon. Asian demand has been temporarily. 
cut by the economic turmoil. After a warm 
winter in the northern hemisphere, con- 
sumers' oil stocks are brimming over. Un- 





adicit to 5 Iraq, Iradi crude i$ expected, be- 





` Making matters much worse, the Organisa- 
tion of Petroleum Exporting Countries 
raised production quotas in November— 
and even so its members are defying the 
rules. Nigeria, Qatar and, in particular, 
Venezuela are producing beyond their quo- 
tas, saturating an already soggy market. 





Iran's nuclear programme 
Scary, or not? 


TEHRAN 












































S IRAN'S civilian nuclear programme a 
front for developing nuclear weapons? 
. The United States, which suspects as much, 
— has been greatly perturbed since Iran, three 
. years ago, offered a contract to Russia to 
.- complete a nuclear power plant at Bushehr, 
a port on the Gulf, which Germany had 
started before Iran's 1979 revolution. To be- 
— gin with, America leant on Russia to scrap 
- the$800m deal, but the Russians refused. It 
then offered bribes to other countries that 
. werebelieved to be exporting nuclear parts 
|. to Iran: these included China, Argentina, 
-. Moldova and, most recently, Ukraine. This 
: method proved more successful. 
< During her visit to Ukraine last week, 
Madeleine Albright, America's secretary of 
state, announced an agreement on nuclear 
. co-operation, after Ukraine had agreed not 
` to sell turbines to Iran for the Bushehr 


Ukraine last year.) America had scored a 


. after promising it greater nuclear co-opera- 
. tion. And former Argentine officials are 
now revealing that American pressure 
averted the sale of a reactor and other nu- 
clear material to Iran in the early 1990s. 
Now, it seems, America is again trying 
its luck with Russia, hoping to wean it away 
from its partnership with Iran, in return for 
a larger share of the lucrative market in sat- 
. ellite launches. The Americans also want to 





nomyrdin, visited Washington this week. 


^^ ibility from Russia's new atomic-energy 

< chief, Yevgeny Adamov; his predecessor 

> had been all for Russia's taking part in 
m "pro 'ogramme. Even so, Russia 
- may be harder to entice than the others. It is 
+ currently installing a 1,000 megawatt reac- 
tor; it may later provide two smaller ones, if 
Tran can afford them. Highlighting its 
| determination t complete the plant, Rus- 
sia said last weekend that its own industry 
would sip [ ly he turbines. it t denies that 
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tion 
nuclear weapons: the Iranian plant, say 
-Russian officials, will resemble one sup- 
“plied to North Korea by America. It will be 
fitted with- light-water reactors that pro- 


- fore long, to pour on to the market in bulk. | 


plant. (Russia had sub-contracted the de- 
sign and manufacture of the turbines to- 


similar victory in October with China, also - 


stop Russia from helping Iran to develop - 
long-range missiles. Both issues were raised 
when Russia’s prime minister, Viktor Cher- 4 


American officials hope for greater fice | 


onve ntions « on n the ‘oroliferation óf 


duce less plutonium (which can be used in 
making nuclear weapons). 

Iran, predictably, denies any ambition 
to produce nuclear weapons, arguing that 
it needs the technology because it will run 
out of fuel reserves in 10-15 years—even 


though at present it owns 10% of the world's 


oil and 20% of its natural gas. Iran provides 
assurances that all activities will take place 


under the supervision of the International 


Atomic Energy Agency, which sends in- 
spectors to Iran and has not discovered any 
secret military programme. According to 
most experts, Iran is still a long way from 
being able to develop nuclear arms. It also 
suffers from a serious shortage of cash, 
which has forced it to suspend much more 
crucial development projects. 

As well as Bushehr, Iran has several 
other civilian nuclear plants with small re- 
actors for scientific and agricultural pro- 
grammes, including an experimental one 
at Tehran University provided by the 
United States before the revolution. The 
Bushehr station was started in 1975, when 
the shah was on the throne, with American 
endorsement and not much fuss over its 
weapons-making potential. It was badly 
damaged during the 1980-88 war with Iraq. 
When the Germans refused to repair or 
complete it, Iran turned to Russia. 

. But the partnership with Russia has not 


gone smoothly. The plant was due to be 


completed in 2000, but building work has 
been hampered and delayed by inefh- 
ciency and mismanagement. Each side 
blames the other. Last month Russia spoke 
of local firms failing to meet their obliga- 


tions. An Iranian newspaper, Salam, ridi- 


cules the project as a joke. “It is a sad tale 


that Iranians should continue to spend 
.money and wait for the day to join the 
league of nuclear countries,” it has written, 


urging the authorities to break their silence 


and inform the public of the obstacles. 





World criminal court 


All gum, no teeth? 


“IFTY years after the Nuremberg war- 
crimes trials, it looks as if the world is at 
last about to establish a permanent inter- 
national criminal court to try those 
charged with war crimes, genocide and 
crimes against humanity. Unfortunately, if 
some of the world’s big powers get their 
way, the court will be toothless. 
Delegates from more than 100 coun- 
tries begin a three-week meeting at the 










United Nations in New York on March 
16th. Their job is to clean up a draft treaty 
littered with disputed sections before it 
goes to a full-fledged diplomatic confer- 
ence in Rome in June. This month’s pre- 
paratory meeting is the sixth over the past 
two years. Setting up the court has proved 
to be nightmarishly complex as delegates 
struggle to define the court’s role in interna- 
tional affairs, its relationship to the UN and 
its powers relative to national govern- 
ments. This month’s meeting should clear 
up many of the technical issues. But the big- 
gest hurdles are political, and these will- 
have to be thrashed out in Rome, where a 
bust-up now looks possible. 

Nearly everyone claims to favour the 
court, in principle. Many governments 
have been prodded by the human-rights 
and legal-reform groups—over 300 of 
them—which take an active part in the ne- 
gotiations. About 60 countries are genu- 
inely enthusiastic. But four of the five per- 
manent members of the UN Security 
Council, notably the United States and 
France, are reluctant to give the court the 
powers and independence that its advo- 
cates insist it needs to be credible. 

France has long been opposed to giving 
the court much power. China and Russia 
have been less than enthusiastic. After Pres- 
ident Bill Clinton spoke up for the court 
two years ago, America has supported the 
general idea, but with enfeebling condi- 
tions. American negotiators wanted the 
court to investigate only cases referred to it 
by the Security Council. Since this would 
mean that any one of the five permanent 
members could block a referral with its 
veto, it would make the court, say critics, a 
political tool ofthe great powers. In Decem- 
ber, Britain broke ranks with the rest of the 
Security Council. It backed a proposal 
called the "Singapore compromise" which 
would allow the council to block the court's 
investigation only on the unanimous vote 
of its permanent members, and then only 
for a limited period. 

The United States may now be about to 
shift its position. Comments by David 
Scheffer, who heads the American negotiat- 
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ing team, have led human-rights cam- 
paigners to conclude that America too will 
reluctantly back the Singapore compro- 
mise. But, at the same time, it may propose 
that states involved in a conflict, or whose 
nationals are accused of a crime, have the 
right to object to the court’s jurisdiction. 
This, claim human-rights groups, is 
worse than the original American position, 
allowing 180 countries a veto, rather than 
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just five. Britain has already joined scores 
of other countries opposed to the idea of 
“state consent”. Supporters of a strong 
court claim that America wants to cripple it 
by seeking a guarantee that its soldiers will 
never be subject to it. 

Mr Scheffer denies this. “We want a 
very effective court,” he says, but adds that 
America does have special concerns be- 
cause of its global peacekeeping role. “Our 


INTERNATIONAL 


soldiers are the most exposed of anyone’s,” 
he claims. He maintains that the relation- 
ship between the court and the Security 
Council is critical. The council has primary 
responsibility for keeping peace in the 
world and the court will have to look to the 
council to enforce its decisions. America, 
he says, will not decide its position on state 
consent until the court’s other powers are 
“ironed out". When will that be? 





Zanzibar 


Political passion, tourist flesh-pots 


ZANZIBAR 


Indian Ocean islands may be a paradise for tourists, but locals, in Zanzibar 
and the Seychelles (see next page), do not quite see it that way 


ype ISH official, commenting in 1958 
on the passions aroused by Zanzibari 
politics, noticed that “Funerals and reli- 
gious ceremonies are boycotted by rival po- 
litical parties.” Since then, the islands have 
come full circle, despite a revolution, union 
with Tanganyika to form Tanzania and 
three decades of one-party rule. But, these 
days, the boycott extends beyond weddings 
and burials to politics itself. 

Legislators from the opposition Civic 
United Front (cur) have refused to play 
their part in Zanzibar's House of Represen- 
tatives since the 1995 election. This was the 
first in 32 years to be contested by more 
than one party but the cur claims it was 
rigged to ensure that Salmin Amour of the 
Revolutionary Party (the CCM, which also 
rules on the Tanzanian mainland) re- 
mained Zanzibar's president. 

Countries that used to support Zanzi- 
bar financially have grown fed up with the 
two-year political stalemate—and  dis- 
mayed by the recent imprisonment of 16 
CUF members arrested during a by-election 
rally. Recent weeks have seen a flurry 
of activity including meetings be- 
tween Mr Amour and neighbouring 
heads of state, and a shuttle-diplo- 
macy service by an envoy of the 
Commonwealth's secretary-general. 

The cur claims that all this justi- 
fies their stubborn refusal to open 
their mouths during two years of 
house sittings. Throughout this pe- 
riod the government has insisted 
that democracy in Zanzibar was go- 
ing swimmingly. “They thought we 
would melt away," says an opposi- 
tion parliamentarian, Juma Duni, of 
the government's men. "They just 
can't believe that our silence has 
forced others to speak up." 

But there is still a long way to go 
before any sort of negotiated solu- 
tion emerges. Last month, when Tan- 
zania's ex-president, Julius Nyerere, 
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at last acknowledged the political crisis in 
Zanzibar, his CCM colleagues were not im- 
pressed. “We are not clear what crisis Mwa- 
limu [Teacher] Nyerere thinks is in need of 
resolution,” was the response of Zanzibar’s 
deputy chief minister, Omar Mapuri, to the 
comments ofhis party's éminence grise. Mr 
Mapuri insists that his party will have 
nothing to do with a government of na- 
tional unity, one solution proposed by in- 
ternational mediators: "We are going to 
hold on until the 2000 elections. That is 
just how it is in Zanzibar." 

Both sides have become more en- 
trenched in the years of mud-slinging that 
followed the disputed election. The cur 
says that the CCM has sold out Zanzibar to 
mainland Tanzania in pursuit of a failed 
vision of pan-Africanism. The ruling party 
accuses the Cur of harbouring plans to dis- 
solve the union with Tanzania and rein- 
state the Arab sultanate that was toppled in 
the 1964 revolution. 

The fight may decide the direction of 
Zanzibars economy. The islands' tradi- 
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tional cash crop, cloves, faces a bleak future. 
Not the least of its troubles is that Indone- 
sia’s economic collapse will almost cer- 
tainly curtail demand for the scented 
kretek cigarettes that absorb the bulk of the 
world’s clove crop. The cur says that it 
would like to restructure the islands along 
the lines of Singapore or Hong Kong, with 
finance and trans-shipment of goods from 
East Africa at the core of a service-oriented 
economy. But, so long as the Tanzanian 
government controls banking licences and 
customs regulations, such a change is im- 
possible—though even senior CCM officials 
say they would like to see greater indepen- 
dence from the mainland. 

If the links are to remain as they are, the 
only plausible source of economic 
growth is tourism. This, indeed, is 
booming. Some 86,500 tourists vis- 
ited Zanzibar last year, a five-fold in- 
crease in ten years. The Zanzibar In- 
vestment Promotion Agency has 
approved $260m-worth of projects 
in tourism, ten times the total for 
other industries. Tourist revenue this 
financial year is expected to be 
$2.5m, twice that of last year. 

But tourism is causing the hack- 
les of many Zanzibaris to rise even 
faster than their incomes. A quarter 
of all visitors last year were package- 
tourists from Italy, accustomed to 
wandering hand-in-hand, baring 
flesh to the sun. This does not suit the 
conservative norms of Zanzibar, 
which is racially mixed between Ar- 
abs and Africans but overwhelm- 
ingly Muslim. Underdressed tourists 
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are reported to have been attacked outside more essential to the islanders. The trouble 


mosques. 

The moral and sartorial laxity of tour- 
ists threatens, like everything else in Zanzi- 
bar, to become a political issue. If our 
hands were not tied by the mainland, says 
the cur, we would not have to depend on 
half-naked visitors for a living. The CCM, 
for its part, accuses the cur of depriving 
Zanzibaris of a golden future by opposing 
the development of tourism. Many of the 
plum jobs in the tourist industry already go 
to mainlanders. 

Even if the current mediation efforts re- 
sult in a face-saving political formula, the 
battle-lines between the cur and the CCM 
(or, some would say, between Arabs and Af- 
ricans) are likely to continue through the 
next election and beyond. Those culturally 
incorrect foreign visitors will provide 
plenty of ammunition. 





Seychelles 


Serpent in the 
garden 


VICTORIA, MAHE 


HEN General Gordon visited the 

Seychelles in the early 1880s, shortly 
before he went on to his death in Khar- 
toum, he thought he had found the original 
Garden of Eden. But President France Al- 
bert René and his ruling sPPr party, who are 
expected to win handsomely at the election 
to be held March 20th-22nd, have plans for 
the archipelago. Mr René sees it as “Sey- 
chelles, Inc”, the Indian Ocean’s foremost 
offshore trade and business centre. 

The country has come a long way since 
1977 when Mr René took over in a coup 
backed by Tanzania. Long gone are the days 
of the Soviet-backed one-party state, of po- 
litical murders and shady South African- 
backed counter-coups. It is now a democ- 
racy, with a Gpp that has risen from $600 a 
head 20 years ago to almost $7,000 nowa- 
days. Tax breaks and other benefits have in- 
duced 2,500 companies to register in the is- 
lands in the past three years, with a further 
1,700 expected this year. Heinz, an Ameri- 
can food giant, recently took a 6096 stake in 
the tuna-canning industry, with $30m- 
worth of backing from Citibank. 

But every Eden has its serpent, and here 
it is called the Seychelles Marketing Board. 
The SMB, whose chairman is the president 
himself, is the main employer in a country 
where nearly 70% of all economic activity is 
government-run. In addition to its grip on 
manufacturing, retailing and agriculture, 
the smB holds a monopoly on the import of 
nine staple goods. One such “staple” is 
Lucozade, justified on the grounds that 
doctors prescribe it as medicine; others are 
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is that Mr René is keen on getting his coun- 
try into the World Trade Organisation, and 
the smB monopolies are an obvious stum- 
bling-block. Why, then, is there such reluc- 
tance to put an end to them? 

There may be two reasons. First, the SMB 
is the main contributor to the government 
purse. Without its subventions, the gener- 
ous welfare system that keeps Mr René in 
power would be unsustainable. Free health 
care and education are constitutionally en- 
shrined, and sometimes abused: last year 
there were 526,000 visits to a health clinic 
in a country of under 75,000 people. The 
suspicion that the islanders have come to 
expect too much is not diminished by the 
experience of Heinz, which has been un- 
able to find enough locals to man its ex- 
panding cannery production-line, and 
may be forced to look to India for workers. 
The government, however, may be ready to 
insist on change. In January it introduced 
compulsory pension contributions for the 
first time; and its newspaper, the Nation, 
has been fulsome in its coverage of Tony 
Blair's proposed reforms in Britain. 

The other reason is darker. Some offi- 
cials are widely believed to have made large 
fortunes from imports which, say critics, 
may cost the consumer 20% more than they 
should. Corruption on the islands is sel- 
dom visible but Radio Bamboo, as the 
Seychellois rumour-mill is known, suspects 
a vast system of kickbacks between officials 
and commissioning agents abroad. 

Every year some 20,000 Seychellois—al- 
most a third of the population—turn their 
rupees into dollars on the black market, 
buy a $360 same-day return air ticket, and 
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Bliss doesn't come cheap 


go shopping in Mauritius, nearly 2,000 
kilometres (1,240 miles) to the south. No is- 
land economy can survive that sort of drain 
for long. That it is cheaper to shop in Mauri- 
tius is an indication of the astronomical 
cost of living in the Seychelles, where prices 
are driven up by unnecessarily expensive 
imports and a currency that may be over- 
valued by as much as 30%. 

Gordon of Khartoum believed that the 
fabled coco de mer, a vast and suggestively 
shaped palm nut that still grows in the Sey- 
chelles, was the original fruit from Eden's 
tree of knowledge, though Eve would have 
broken her teeth had she bitten into it. Mr 
René also has some hard nuts to crack. 








A glitzy leg-up for Africa 


ADDIS ABABA 


HE sheikh’s guests included Bill 
Clinton’s chief advisers on Africa, fi- 
nanciers from five continents, top Arab 
bankers, and Uganda’s President Yoweri 
Museveni, an eloquent free-market 
champion. All were delegates at the Ad- 
| dis Forum, a conference on trade and in- 
| vestment in Africa staged last week by 
_ Sheikh Mohammed Al-Amoudi, a Saudi 
businessman who is Ethiopia's largest 
foreign investor (his mother was Ethio- 
pian) His party coincided with the 
launch of his lavish new Sheraton hotel, 
a surreal landmark in a country where 

| annual income per head is $110. 

The Addis Forum was conceived to 
highlight the economic reforms now 
sweeping parts of East Africa. But the 
strength of the Washington delegation 
may have had something to do with 
America's determination to contain the 





Islamist regime in neighbouring Sudan. | 
At least $20m-worth of American mili- | 
tary aid has been channelled to the gov- | 
ernments of Ethiopia, Eritrea and | 
Uganda to check any expansionist ambi- | 
tions the Islamists might entertain. | 

Friendly East Africans benefit from 
the $12 billion in debt that the United | 
States has recently forgiven 20 of Africa’s 
poorest countries. But while market | 
economies are taking root, investors re- | 
main wary. Africa still accounts for less 
than 5% of the world's foreign invest- | 
ment. After oil and the Johannesburg 
stock exchange have devoured their 
share, not much is left for fragile East Af- 
rican economies. All the more reason to 
welcome the bill on African trade and | 
development now on its way through | 
America's Congress. And to cheer stout 
efforts like Mr Al-Amoudi's. 
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The Kosovo cauldron 


PRISTINA 


In three articles on the Balkans, we look at the bleak omens for peace in 
Kosovo, Greek tenderness towards the Serbs, and a new fudge in Bosnia 


F THE 53 corpses lying under a plastic 

sheet in a warehouse in Srbica in cen- 
tral Kosovo, at least half were those of 
women, children and old men. They were, 
said Serbian police, “terrorists”, killed in a 
campaign against the Kosovo Liberation 
Army (KLA), a guerrilla group trying to win 
independence for Serbia’s southern Alba- 
nian-speaking province. But the head 
wounds visible on almost every corpse tes- 
tified otherwise. No wonder the Serb au- 
thorities dumped them unceremoniously 
in their graves, to be exhumed later by their 
families for decent Muslim burials. 

The foreign ministers of the big western 
powers who gathered in London on March 
9th told Serbia that it must not do to 
Kosovo's Albanians what it did to Bosnia's 
Muslims just a few years ago. "We don't 
want a repeat of 1991, when the interna- 
tional community did not react with suffi- 
cient vigour and force," said Madeleine AI- 
bright, America's secretary of state. 

Is it acting with sufficient vigour now? 
The package of nostrums and economic 
sanctions offered up by the latest “Contact 


Group"—the four biggest West European 
countries plus the United States and Rus- 
sia—is largely bluster. Its most tangible 
measures would, at best, contain Kosovo's 
seething conflict rather than end it. What 
happens in Kosovo itself depends largely 
on the murky politics of Serbia and of 
Kosovo's many factions. The biggest prob- 
lem is that the Serbs see Kosovo as their an- 
cestral heartland; the Kosovo factions now 
unanimously demand independence. 

For Serbia's neighbours, terrified that 
war will spread, the Contact Group offered 
a shred of reassurance. By general (includ- 
ing Russian) agreement, an international 
force will stay in Macedonia, which is itself 
riven by conflicts between its Slavic major- 
ity and a big Albanian minority. Moreover, 
the Contact Group's western members 
have not rejected out of hand Albania's re- 
quest for a NATO force to patrol its border 
with Kosovo. Balkan states that might be 
drawn into a scramble over a disintegrat- 
ing Macedonia also want to calm things 
down. Five ofthem, including those eternal 
antagonists, Greece and Turkey, have 


jointly condemned the violence in Kosovo. 

But it is mainly up to Slobodan Milose- 
vic, the bloodstained president of Yugosla- 
via, a federation dominated by Serbia, to 
determine whether the killing of the past 
fortnight spreads. So far it has done him lit- 
tle but good. Serbia's nationalists approve. 
Serbia's opposition has kept quiet, drop- 
ping plans to force a new federal election 
by blocking Yugoslavia's budget. 

Even Milo Djukanovic, the reforming 
president of Yugoslavia's junior republic, 
Montenegro, and a sworn enemy of Mr 
Milosevic, dares not condemn Serb police 
in Kosovo. Montenegro is to hold a par- 
liamentary election in May that will deter- 
mine how much trouble Mr Djukanovic 
can make for Mr Milosevic in Yugoslavia's 
federal government. Mr Milosevic's ugly 
war on Kosovo has succeeded in boosting 
his friends in Montenegro. 

All this, at what looks like a bargain 
price. The new sanctions are pretty limp. 
Only one, an arms embargo, is supposed to 
apply worldwide. And even if the UN Secu- 
rity Council passes it, the Serbian police 
will not soon run out of bullets and batons. 
As for the two economic sanctions im- 
posed by the Contact Group (Russia ex- 
cepted), both are vaguely worded and nar- 
row in scope: one (denying government 
finance for trade with Serbia) is already 
supposed to be in effect, and the other (a 
freeze on funds held abroad by the Yugo- 
slav and Serbian governments) is to be 
slapped on only if Mr Milosevic continues 
to behave badly. Even if Serbian state assets 
were frozen, Mr Milosevic would not mind 
unduly, since his regime probably keeps 
most of its cash in private accounts in ha- 
vens such as Cyprus. 

Yet the economic price for Serbia may 
be higher than it looks. The country's cur- 
rent-account deficit is nearly $2 billion, 
more than a tenth of Gpr. Without extra 
foreign cash, Serbia will have to engineer a 
savage recession to cut imports. Or it could 
debauch its currency even further. Either 
way, Serbia's already dismal living stan- 
dards would plunge. 

Mr Milosevic has never been one to sac- 
rifice political gain for economic health. A 
few days ago his police were still saying 
they would destroy more KLA cells near 
Kosovo's border with Albania, which will 
surely provoke more threats from the West. 
Yet, having killed the KLA’s senior com- 
mander, Adem Jashari, he may now think 
hecan afford at least the appearance ofcon- 
ciliation. After the Contact Group's meet- 
ing on March 9th, Mr Milosevic's govern- 
ment began talking of negotiation, even 
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mentioning some sort of autonomy for 
Kosovo. On March 12th he sent a high-level 
delegation there. The president of Kosovo's 
unrecognised republic, Ibrahim Rugova, 
refused to meet the emissaries but talks as if 
a dialogue were at least possible. 

It is unlikely soon. Despite the mission 
to Kosovo, Serbia's government still seems 
to insist that Mr Rugova should drop his 
demands for Kosovo's secession and de- 
nounce the KLA before serious talks begin. 
Mr Rugova, an advocate of non-violence 
who is being needled by more bellicose 
Kosovar leaders, would commit political 
suicide if he agreed. The shock 
of the Serbian onslaught has, 
for the moment, narrowed 
differences between Mr Rug- 
ova and those Kosovars who 
urge a more drastic course. 
Most see no contradiction in 
backing both Mr Rugova and 
the guerrillas, whose popular- 
ity has soared. But the price of 
unity is obduracy: Mr Milose- 
vic may now find it easier to 
make gestures; Mr Rugova 
will find it harder to respond. 

If negotiations did begin, 
splits among Kosovo's leaders 
would again matter. Mr Rug- 
ova might well be outbid by 
more-radical leaders, such as 
Bujar Bukoshi, the province's 
exiled prime minister, and 
Adem Demaci. Both have a 
hotter line to the KLA than Mr 
Rugova does. He had hoped to 


strengthen his mandate in an (unofficial) 
presidential election on March 22nd. That 
now seems likely to be put off. 

Robert Gelbard, the American trouble- 
shooter for the Balkans, flew to Serbia and 
Kosovo this week to try to rescue dialogue 
from the rubble of villages destroyed by Ser- 
bian police. But real progress would re- 
quire Mr Milosevic, who rose to power by 
whipping up hatred against Kosovo's Alba- 
nians, to treat them decently. It seems like- 
lier that angry young men will replenish 
the ranks of the KLA—and give Mr Milose- 
vic endless excuses for further brutality. 
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Why the Orthodox are heterodox 


ATHENS 


REECE and Serbia are old friends, 

bound by the Orthodox religion, 
sufferings borne on the same side in Bal- 
kan and world wars, and passionate ha- 
tred of their one-time oppressors, the Ot- 
toman Turks and their Muslim cohorts. 
Greek newspapers, which had scant space 
for the Serb slaughter of Muslims at Sreb- 
renica during Bosnia's recent war, are 
now playing down atrocities in Kosovo. 
And when an outraged world puts sanc- 
tions on Serbia, Greek businessmen are 
the first to bust them. 

Dozens of glitzy new villas around 
Athens and Salonika testify to the success 
of sanctions-busters during the Bosnian 
war. The Greek government looked the 
other way as lorries, carrying petrol or 
other goods supposedly meant for Bul- 
garia or Albania, switched documents the 
minute they crossed the border and 
headed instead for Belgrade or Serb-con- 
trolled parts of Bosnia. 


The war is over but an “outer wall” of 
sanctions still stops Serbia borrowing 
from the mF and the World Bank and, in 
effect, from most foreign commercial 
banks. For Greece, this is a business 
opportunity. The Greek government has 
provided a renewable loan to Serbia 
worth $100m to help pay for imports. 
Egged on by the politicians, Greece's state 
telecoms operator, OTE, paid DM675m 
($368m) for 20% of Telekom Serbia . The 
deal has propped up the regime of Slobo- 
dan Milosevic, Yugoslavia’s president 
(and still in effect Serbia's leader). 

The axis survives thanks in part to the 
cosiness between Mr Milosevic and a 
clutch of Greek politicians. Greece’s cur- 
rent prime minister, Costas Simitis, and 
his middle-of-the-road Socialist govern- 
ment are a bit coyer than their predeces- 
sors were about cuddling Mr Milosevic. 
But Greek businessmen still get packets of 
political backing for deals they propose, 
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A little while yet 


SARAJEVO 


T IS starting to look like the place they 

could dither about for ever. An interna- 
tional tribunal was supposed to decide by 
March 15th, at long last, what should be 
done about Brcko. This is the town in 
northern Bosnia that the Dayton agree- 
ment of 1995, which brought the war in ex- 
Yugoslavia to an end, could not make upits 
mind about. But even before 
the Ides of March arrived, it 
had become increasingly 
more likely that the question 
of who owns Brcko would be 
fudged yet again. 

Brcko (which is pro 
nounced, roughly, Burrtsh-ko) 
is a trouble-maker since it 
stands at a strategic cross- 
roads. It is the connecting-link 
between the two halves of the 
Serb part of Bosnia, which 
would be virtually separated 
if it passed out of Serb control. 
It also lies on a north-south 
road that links the Muslim- 
Croat part of the country to 
Croatia itself and to a useful 
port on the Sava river. The 
Serbs took the town (two- 
thirds of whose pre-war popu- 
lation had been Muslim or 
Croat) in 1992, though most of 


plus generous insurance from a new state 
agency that guarantees high-risk invest- | 
ments in the Balkans. Mr Milosevic still 
holidays in Greece, staying with such old | 
pals as Constantine Mitsotakis, a former 
conservative prime minister. He gets - 
wined and dined across the political | 
spectrum, then sails round Aegean is- | 
lands on a yacht he bought in Greece. | 
The new sanctions imposed to punish 
Serbia over its behaviour in Kosovo could 
cramp the style of Greeks doing business 
in Serbia. If the European Union extends 
them to Greece, government lending will 
have to stop. At least one big Greek entre- 
preneur has already been hit by the chaos | 
in Kosovo. Vangelis Mytilineos, swash- | 
buckling owner of a fast-growing metal- | 
trading firm listed on the Athens stock ex- 
change, supplies equipment and explos- | 
ives to lead and zinc mines at Trepska in 
northern Kosovo. In return he gets the | 
metals at bargain prices to sell abroad— | 
provided he can. Last week he was trying 
to convince sceptical shareholders that all 


was well. For some Greek businessmen _ 


the Kosovo crisis is jangling nerves. | 


the surrounding area remained under 
Muslim or Croat control. 

The Dayton negotiations, having al- 
most broken down over Brcko, postponed 
a decision about its future. An arbitration 
tribunal under Roberts Owen, an Ameri- 
can lawyer appointed by the International 
Court of Justice in The Hague, was sup- 
posed to give a ruling last year. The decision 
was then put off until March 15th this year. 
Meanwhile Brcko was left under Serb con- 
trol and an American supervisor, Bill Farr- 
and, was asked to cast a peacekeeping eye 
on it—not least, on the hoped-for return of 
Muslim and Croat refugees. 

Things have not gone well in the 13 
months since then. Hardline Serbs loyal to 
Radovan Karadzic—ex-president of the 
Serb part of Bosnia, now wanted for trial on 
war-crimes charges—blocked many of Mr 
Farrand's attempts to reconcile the hostile 
groups in Brcko. They fraudulently packed 
the area with Serb voters for municipal 
elections; incited violence against foreign- 
ers, especially the NATO-led peacekeepers; 
and stopped refugees coming back to their 
homes by, among other devices, creating a 


“biological wall" of Serbs in suburbs ear- : 


marked for returning refugees. By way of 


straight provocation, they unveiled a me- 
morial to the "Serb defenders of Brcko" and 
erected, in the town centre, a statue of 
Draza Mihailovic, the Serb nationalist 
leader of the second world war. 

It is true that the Serbs, worried about 
losing Brcko, have recently made some 
grudging concessions. They have let about 
700 refugee families back (albeit some- 
times briefly)to their homes. A multi-ethnic 
municipal assembly, with Muslims in im- 
portant posts, convened on December 
3oth, and a multi-ethnic police force was 
formed soon after. The Muslims and Croats 
perked up. But then, later in January, the 
conciliatory Milorad Dodik became prime 
minister of the Serb part of Bosnia; and 
this, though generally a good thing, has 
once again blurred the Brcko decision. 

Mr Dodik has suddenly made the Bos- 
nian Serbs look more respectable. He has 
agreed to all-Bosnia car number-plates. He 
has distributed more than two years' worth 
of undelivered letters. He has even invited 
the Hague war-crimes tribunal to open an 
office in his Serb Republic. This has helped 
him drum up $100m-plus in western aid. 

The trouble is that Mr Dodik has said he 
will resign if Brcko is taken out of Serb 
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hands. Any change in the status quo, he 
says, will hurt him in the Bosnia-wide elec- 
tions due in September; the beneficiaries 
will be Serb hardliners. He may well be 
right. But the other side is furious. The cover 
of the latest issue of Dani, a Sarajevo maga- 
zine, shows a picture of the Bosnian army’s 
tough Muslim Fifth Corps under the head- 
line, “Free Brcko”. Last month Haris Silaj- 
dzic, the Muslim co-prime minister of Bos- 
nia, wrote to the Washington Post in 
protest against a pro-Dodik editorial. 

So the West seems likely to ask Mr 
Owen to postpone things once again, at 
least until after September's election. Per- 
haps the eventual decision about Brcko 
will be tied to some specific tests—the open- 
ing of Brcko's mass graves, an investigation 
of war crimes committed there, or the 
handing over of war-crimes suspects in the 
area. Such actions may have become easier 
since the arrest by NATO soldiers in January 
of Goran Jelisic, once commander of Brc- 
ko's most notorious death camp, and the 
surrender this year of four more Serb sus- 
pects. The more that is revealed about those 
atrocities, the more easily Mr Dodik can 
deal with the Serb hardliners—and the ros- 
ier his chances of hanging on to Brcko. 





France's regional elections 


A fear in Provence 


TOULON 


The far-right xenophobes of the National Front may hold the balance 


HE elections to France's 22 regional 

councils on March 15th will give Lionel 
Jospin's left-wing coalition its first test of 
popularity since it came to power nine 
months ago. With all but two of the outgo- 
ing councils controlled by the right, and 
with Mr Jospin back at lastsummer's heady 
level of approval, it is all but certain that the 
left will make much headway. The real 
question is whether the right loses ground 
with dignity or is humiliated. And that, in 
turn, may depend on whether the contes- 
tants on the mainstream right, openly or 
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Mediterranean Sea 0 


with a nudge and a wink, make pacts with 
the devil, in the shape of Jean-Marie Le Pen 
and his far-right National Front. 

“If the [moderate] right loses only five 
regions, that will be a success," admits Phil- 
ippe Séguin, leader of the Gaullists’ Rally 
for the Republic (RPR). "Ten would be a de- 
feat," he adds. "More than ten, a rout." It is 
conceivable that the united front of Social- 
ists, Communists and Greens could even 
wrench as many as 15 regions from the 
right, riven as it is by dissent and still 
groggy after last summer's electoral bash- 
ing. But itis the xenophobic National Front 
that is likely to hold the balance of power. 
Hence the question-mark over the moder- 
ate right's attitude to Mr Le Pen. 

The Front has been gaining ground. In 
the first elections to the newly created ad- 
ministrative regions in 1986, it won nearly 
10% of the vote and, thanks to a system of 
modified proportional representation, 137 
out of 1,795 seats. In the three regions where 
the centre-right alliance of the RPR and the 
Union for French Democracy (UDF) were 
the largest block but failed to win outright 
majorities, pacts were rapidly made with 
the Front, enabling the mainstream right to 
go on controlling the regions. In the next 
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Sticking up for Le Pen 


bout of regional elections, in 1992, the 
Front's score went up to nearly 14%, depriv- 
ing the mainstream right of outright major- 
ities in 17 of the 20 regions in which it 
emerged in the lead. But the national lead- 
ership of both the Gaullists and the UDF 
spurned deals with the increasingly reviled 
Mr Le Pen—though it was whispered that 
some local Gaullist and upr bigwigs did 
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strike private deals with the Front. 

This time the opinion polls say the 
Front will collect 14-16%, suggesting that, af- 
ter years of slow but steady growth (to 14.9% 
in lastsummer's general election), the party 
has reached a plateau. With the economy 
picking up, unemployment starting to fall 
and a still fairly popular government in 
power in Paris, this may not be the most 
propitious moment for the belligerent Mr 
Le Pen, who thrives on discontent. Still, he 
may well again hold the balance of power 
between mainstream left and right in most 
regions. He cannot be ignored. 

The mainstream right nervously re- 
members what happened last summer, in 
the two-round general election, when the 
Front probably cost the Gaullists and UDF 
some 70 seats in parliament by splitting the 
right in run-offs. Appalled by the prospect 
of being out of government for decades, 
several right-wing politicians urged their 
parties to make the sort of electoral pact 
with the Front that the Socialists had long 
had with the Communists, with each party 
telling its supporters to vote for the best- 
placed surviving candidate in the run-off. 
But both Mr Séguin and Francois Léotard, 
the uprFs leader, are adamant they will 
have no truck with the Front. Indeed, Mr 
Séguin has threatened to expel any party 
member who accepts Front support to 
clinch a regional presidency. 

Mr Léotard, who is standing for the 
presidency of the south-eastern region of 
Provence-Alpes-Cóte d'Azur, known gener- 
ally as “Paca”, is in a fix. Paca was one of the 
three regions where the right had a pact 
with the Front in 1986, under the outgoing 
regional president, Jean-Claude Gaudin, a 
UDF big cheese who is also mayor of Mars- 
eilles. It was in Paca that the Front did best 
in the last regional contest, getting 24% of 
the vote. The four big towns where Front 
runners became mayors in 1995—Toulon, 
Vitrolles, Marignane and Orange—are all 
in Paca. Though fairly rich overall, Paca has 
many people out of work (16% against a na- 
tional average of 12.1%), some grim Arab-in- 
habited pockets of poverty, and a reputa- 
tion for political chicanery, corruption and 
violent crime—all favourite Front themes. 

Mr Léotard, a former mayor of Fréjus on 
the Cote d'Azur, whose reputation has been 
besmirched, sometimes unfairly, by some 
of those scandals, is fighting for survival. 
The Front, led in Paca by Mr Le Pen himself, 
with his clever number two, Bruno Mégret, 
at his elbow, should again scoop up a quar- 
ter of the vote, putting it only just behind 
Mr Léotard's centre-right alliance of UDF 
and Gaullists. A team of Socialists and 
Communists, headed by dull but honest 
Michel Vauzelle, a Socialist former justice 
minister, may just emerge in the lead. 

Could Mr Léotard succumb to tempta- 
tion? Were he to gang up with the Front, he 
would stay in charge of France's second- 
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most-populous region (with 4.4m people), 
giving himself a launching-pad for a presi- 
dential bid. Were he to lose, he might at 55 
have to bid adieu to politics. But, as a for- 
mer novice monk, he says he would rather 
the left took over the region than pander to 
Mr Le Pen. Others might be less fastidious. 





Such a kindly foe 


MAGDEBURG 


E HELMUT KOHL manages after all to 
win re-election in September, he will 
owe a special debt of gratitude to the 
Greens, who are about the fiercest of his 
countless critics. By surprisingly bungling a 
congress meant to propel them towards a 
place in government, they have given the 
embattled chancellor some new hope. 

Why is that surprising? Aren’t the 
Greens those pacifists and flower-children 
who first won a few Bundestag seats 15 
years ago and are still in opposition; whose 
chaotic get-togethers are like a cross be- 
tween a kindergarten and a knitting com- 
petition? Not quite. Bit by bit, the party has 
won the right to be taken more seriously, 
even by a top professional like Mr Kohl. 

Although federal power still eludes 
them, the Greens are partners in five Land 
(state) governments. They have scores of 
seats in 12 of the 16 Land parliaments and 
hundreds on local councils. At national 
level pragmatists like Joschka Fischer, the 
Greens’ floor leader in the Bundestag and 
one of the country’s most popular politi- 
cians, increasingly set the tone. 

In principle, then, prospects looked 
good for a businesslike congress this week 
to prepare the ground for a national coali- 
tion with the Social Democrats after the 
general election in September. All the more 
so since party bigwigs had decided to hold 
the gathering on the outskirts of Magde- 
burg, a dismal city in eastern Germany of- 
fering delegates no conceivable distraction. 

The disastrous result? Votes in favour 
of, among other things, the eventual disso- 
lution of NATO and deep cuts in the Bund- 
eswehr, as well as against deployment of 
German forces abroad (in Bosnia, for in- 
stance). *A bad start to the election cam- 
paign," muttered a visibly shaken Mr Fis- 
cher, hitherto widely touted as a possible 
foreign minister in a red-Green alliance. 

Worse, at least as a voter-deterrent, the 
congress agreed that, to promote cleaner air 
and save energy, the petrol price should be 
roughly tripled over the next decade, to 
DMs ($2.73) a litre. “Nonsense. Not with 
us," retorted Gerhard Schróder, the Social 
Democrat who trounced Mr Kohl's Chris- 
tian Democrats in the Lower Saxony elec- 
tion on March 1st, and was promptly cho- 
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sen as candidate to run for chancellor, 

Mr Kohl could hardly believe his luck. 
After a dreadful week, which brought a rare 
defeat for his conservative-liberal coalition 
in a Bundestag vote as well as the flop in 
Lower Saxony, his foes were squandering 
their gains with a stand-up row. A fighting 
glint returned to the chancellors eye. 
“Nothing motivates so much as being writ- 
ten off,” declared Mr Kohl. 

Why the Magdeburg upset? Partly sim- 
ple (but fatal) management errors. One for- 
eign-policy motion supported by Mr Fis- 
cher, for instance, was defeated 275-274 
because potential backers wrongly sure of 
victory decided to leave before the final 
vote. But there was a deeper reason. 

The Greens’ rank and file have always 
been ultra-proud of belonging to a party 
that defines itself far more by a programme 
than by personalities (Mr Fischer notwith- 
standing). The prospect of early govern- 
ment power is not bringing a greater readi- 
ness for policy compromise, at least not in 
Magdeburg. Delegate after delegate made it 
clear that he or she abhorred the very idea 
of tailoring Green idealism to suit Social 
Democrats—particularly Social Democrats 
under the media-star and “car man” Schro- 
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der (who gets on well with bosses and sits 
on Volkswagen's supervisory board). 

The Realpolitiker among the Greens' 
leaders are not too fussed by this. They say 
that some party-congress decisions are 
made to be broken—meaning, for instance, 
that several Green deputies in the Bundes- 
tag will anyway vote to continue a German 
military presence in Bosnia. The realists 
also argue that, at this stage, it is no bad 
thing if the Greens show they will sell them- 
selves dearly when it comes to negotiations 
on forming a centre-left coalition. 

Perhaps. But Mr Schróder has a prob- 
lem all the same, not just with the Greens 
but with his own left-wingers (including 
the Social Democrats' chairman, Oskar La- 
fontaine), who have Greenish views. He 
aims to win a majority with what he calls 
"the new centre", which mainly means 
pinching supporters from Mr Kohl. 

Can he do so without disowning the 
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Gre ensand.a power ul minority: T 
party? And if he madiages that, what poli- 
cies would he pursue as chancellor? Hith- 
erto the job of vice-chancellor and foreign 
minister in German coalition governments 
. has gone to the junior partner. Could a 
member of the Greens, even Mr Fischer, 
carry on that tradition even if the party re- 

.. fused to change its tune on NATO? 

^ Such are the questions that Mr Kohl will 
be hammering home over the next six 
months: to. election: 
mean he can alread 
ning an: unprecede e 
id nent. He is far less 
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A lated country? It has 150,000 bits of legis- 
lation, many pointless when they are not 


incomprehensible, complicating lives and - 
cluttering courts. For nothing is this truer 


than for shops, which are entwined in 
_. thickets of rules. But now the country's left- 
. ofcentre government has shocked the 
Ha right-wing opposition and shaken sundry 
vested interests by presenting a plan to 
.. throw the business of shopkeeping open to 
^. the market. 


Shopkeepers, of whom. there are more 


B in Italy per head of population than in any 
. Other western country bar Portugal and 


> Greece, are in uproar. They started off last - 
month with a rally near Turin and have 
since demonstrated in another 15 cities. 


. Customers, though, are a lot happier. They 


. maysomeday have greater freedom to shop 


fifth consecutive. 


S ITALY Western Europe's most regu- 





BRATISLAVA 


| N MARCH 2nd, when Slovakia's 

bullying prime minister, Vladimir 
Meciar, strode into the presidential pal- 
| ace in Bratislava, the capital, he was 


| greeted by a jeering crowd of 8,000 peo- 


ple chanting "Dictator" On that day, 
| with parliament having failed to elect a 
| Successor to Michal Kovac, the outgoing 
| president, the country's top post fell va- 
| cant Under the constitution, most presi- 
, dential powers pass to the government— 
in other words, to Mr Meciar. 

He has wasted no time in flexing his 
new quasi-presidential muscle. In a trice 
he has sacked 33 of Slovakia's 42 ambas- 
sadors, cancelled a planned referendum 
on whether a new president should be 
| directly elected (Mr Meciar would rather 
he were not, because he might not win), 


where, how and when they like. 

The man behind the change is Pierluigi 
Bersani, the industry minister, an ex-com- 
munist. He says that licences to run a shop, 


which have previously been traded as as- 
sets and have caused many an official's 


palm to be greased, will go. If a shop takes 
up less than 300 square metres, no permis- 


sion to start trading will be needed. Any 


shopkeeper should be able to sell his wares 
as early as 7am and as late as 10pm, though 
13 hours on the trot on any one day (and 


_ eight Sundays a year) will be his maximum. 


He will also be able to sell just about 


whatever he likes. The existing 14 categories 


of merchandise (separate licences to sell 


 eachoneofthem) will be replaced by a sim- 
ple distinction between shops that sell food. 
and shops that do not. Bars, restaurants, 


chemists, petrol stations and newsagents 
will not be affected by the new rules. In or- 
der to placate the smaller shopkeepers, Mr 





| Slovakia's not-quite-president 


of shopping chaos. Italy's right-wing oppo- 


. free-market clothes. Most others, however, 
have damned the idea. Silvio Berlusconi, . 
the media-to-retail tycoon who was prime | 


shoe shop in Rome, for example, has cost 
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and has granted two dubious residen a 
tial amnesties. He has pardon n 
(in his own c ids Servic = 












































ray of ea groups’ s have or 
plained. Mr Meciar cares not. His main 
aim is to bolster himself before the gen 
eral election due in September. Opinion * 
polls say his party will be beaten. But, us- 
ing his de facto presidential powers, heis 
bent on making a string of new electoral | 
laws to trip up and hamstring the oppo- 
sition and make life awkward for Slova- | 
kia’s doughty private media. Hail to the | 
not-quite-president! | 


Bersani says no more licences will be givei 
to the huge new hypermarkets, of whic 
230 already exist and which are the small- 
timers’ worst threat. | 

No surprise, then, that the plan, which | 
the prime minister, Romano Prodi, wants 
to put into law by the end of March, has in- 
furiated many of Italy's 3.4m shopkeepers. 
Their biggest association, Confcommercio; 
says the new law will produce a “wild west" 


sition, the shopkeepers' natural friend 
not sure how to react. Some of its lumina E 
ies are irritated that the left has stolen. ls 


minister of a right-wing government in | 
1994, says it amounts to “extortion” for ex- 
isting shopowners, many of whom argue. 
that the abolition of licences will in effect — 
destroy family savings. A licence to run a _ 


up to 80m lire ($44,400); a jeweller’s in Mi- E 
lan might cost 300m lire. es 
Strangely, the right is generally arguing E 
against the market, the left for it. Giulio Tre- 
monti, a former right-wing finance minis- 
ter and free-market hawk, bemoans an im- ..- 
pending “Americanisation of Italian... 
society", but Michele Serra, a literary pun ^. 
dit of the left, has discovered the joys of. 
commercial freedom: he is fed up with ` 
shopkeepers shutting their doors in his — 
face. The launch of Mr Bersani's “shopping .— 
revolution" has thus mugged the opposi- 
tion, while promising business opportuni- 
ties and pleasing the Eu. Indeed, Mario 
Monti, Europe's single-market commis- 
sioner, himself an Italian of the right, laud 
the plan—as "Maastricht's delicatessen”... ~ 
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HIS week’s European conference in London was bound to 
be an embarrassing waste of time—thanks largely to the re- 
fusal of Turkey to turn up. The whole point of the exercise, after 
all, was to make the Turks feel that they are part of the plans for 
an enlarged European club despite the disappointment they suf- 
fered last December in Luxembourg, when they were put in a 
special (and, to them, insulting) end-ofthe-queue | box of appli- 
cants, behind such paragons of economic and democratic virtue 
as Slovakia and Bulgaria. If Europe’s leaders thought that Turk- 
ish pride could be salved by lunch this week with Britain’s queen 
at Buckingham Palace and by a chance to hobnob for a day with 
15 current EU members and 11 other applicants, they were sorely 
mistaken. The no-show Turks are furious. So have they washed 
their hands of joining Europe? 
You might think that Turkey’s 
prime minister, Mesut Yilmaz, 
would be the man to answer that. Yet 
he himself typifies the ambiguities 
and hesitations of modern Turkey. 
On the face of things, Mr Yilmaz, 
who became prime minister for the 
third time last June, is a prototype 
Euro-Turk. Born in Istanbul 50 years 
ago, he was the second man, after the 
visionary, modernising Turgut Ozal, 
to head the Motherland Party, which 
combines a desire for economic free- 
 marketry in a secular society with a 
respect for old-fashioned (and Mus- 
im) values. Although Mr Yilmaz lets 
-people know he fasts at Ramadan, 
| and goes to the mosque, he is far 
| from an Islamist. To most Europeans {n 
| he would seem little different from | 
your average accountant: neat suit, ` 
lugubrious expression, cigarette- 
holder or tumbler of whisky in hand. 
He also seems particularly well 
placed to argue Turkey's case in Brus- 
sels. Thanks to his years at a German 
secondary school in Istanbul and 
then at university in Cologne, where 
he took a master’s degree in economics, he speaks near-perfect 
German. He admires German efficiency. He has a German sister- 
in-law, and friends in German business and academia. 
Not long ago, his hopes of bringing Turkey closer to Europe 
had seemed high. He had impressed Europeans by sounding 
sincere about improving Turkey's black human-rights record. 
He had a good meeting with Greece’s modernising prime minis- 
ter, Costas Simitis (whois another German-speaker). Above all, 
he won a sort of blessing from Helmut Kohl, Germany's chancel- 
lor, whoin September stated that Turkey could “eventually” join 
the European Union. “This”, Mr Yilmaz enthused, “is a turning- 
point in our relations with the EU." -— 
" Then things went wrong. The Germans, mindful that nearly 
- .| 5m of their own people were out of work, did not like the 
^|. thought that millions: more Turks (on top of the 2.1m already in 
| Germany) might be able to pour into Europe's labour market. 
cux dM" prune minister, Jean-Claude Juncker, chastised 
urkey utine torture" in its jails. Several Christian Demo- 
;e nany and elsewhere, said bluntly that Europe 
na 1 Christian club. And the European Union’s 
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Mesut Yilmaz, ambivalent Turk 


| 
i 
| 
leaders foolishly—given the tension of geopolitics in the Eastern | | 
Mediterranean—decided that the Turks should not be in the | 
same basket as other Europeans seeking EU membership. 

Mr Yilmaz was outraged. Mr Kohl, he thought bitterly, had. | 
betrayed him: already head of a weak and clumsy coalition gov- : 
ernment, Mr Yilmaz had now been made even weaker. Turkey's | 
Islamists, who had preceded him in power and had always been. | 
more sceptical about Europe’s keenness to accept Turkey, | 
smirked. Suggestions by Turks that Turkey should turn its back | 
on the West, even block NATO's expansion to the east, became | 
louder. Hopes dimmed that Mr Yilmaz might (to improve his | 
European credentials, among other things) try attending to the | 
grievances of Turkey's Kurds. Turkey seemed more reluctant | 

than ever to prod its Cypriot cousins | 
into seeking a compromise with | 
Greek Cypriots. The Turks went into 
bloody-minded mode. Hence the 
spurning of the London conference. 

Mr Yilmaz’s reactions help to il- 
lustrate some deeper truths. Many of 
his countrymen have mixed feelings 
m about Europe. Most middle-class 
M Turks feel no gap between them- 

_. selves and the western world. But the 
world view of others, not least the 
peasants of Anatolia, is shaped as 
much by Turkey's easterly roots. 
Most Turks want to be "in Europe". 
for practical economic reasons; but - 
they do not like the high-minded, 
bossy-sounding declarations of the 
European Union. And Turkey's gen- 
erals, who still, sotto voce, supervise 
politics, and cling to the 1930s-fla- 
voured ideology of Kemal Ataturk, 
have—to say the least—-a rough-and- 
ready attitude to democracy and 
civil liberties. 

. When Europe to the west of the 
Bosporus insults Turkey, this am- 
bivalence swells. Most Turks—count 
Mr Yilmaz among them—think the 
West is cold-shouldering them because they are Muslims. Many 
think that western pleas for a more relaxed policy towards the 
Kurds mask a desire to dismember Turkey, the rump successor to 
the Ottoman empire. And many, looking towards the Balkans, 
suspect that westerners, seemingly indifferent to the deaths of 
Kosovars and Bosnians, think Muslims expendable. 

Turks are particularly sensitive about Germany, which they 
suspect of condescension and racial arrogance. It is not odd that 
Mr Yilmaz, a beneficiary of German scholarship, could yet ac- 
cuse Germany of lingering imperial pretensions. Hence his re- 
cent outburst, enraging Mr Kohl, that Germany still sought Leb- 
ensraum--room to expand, Hitler-style—in the world to its east. 

In other words, the EU has sharpened a Turkish inferiority 
complex. Yes, think Turks, Turkey should be part of Europe, if 
that is the path to wealth and security, and if the Turks' embrace 
of Europe is matched by Europe's embrace of them. But not if it 
means.kow-towing to Europe. Not if it means undermining 
Turkish statehood as Turks see it. Not if it means eating humble 
pie. Not, indeed, if it means Mr Yilmaz must come to Brussels or 
London on bended knee. 
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Pocket Investor 
The investment business continues to become increasingly 
sophisticated by the day as new products are created, faster 
ways of selling them are established and trading levels rise 
steadily. To anticipate the markets and profit from them now 
requires more skill and analysis than before. Pocket investor is a 
clear and lively guide through the complexities and terminology 
of the investment world, with concise essays on the subject, an 
A-Z of the key terms and concepts and a wide-ranging appendix. 
New titie. Published February 1997. 215 pages HB £10.99 





Pocket Finance: a 


This quide outlines the complexities of financial concepts and 
practice through essays on fashions in finance, tracking savings, 
institutional responsibilities, revolutions on the stock exchange 
and the convergence of corporate finance. The comprehensive 
A-Z of terms covers all aspects of finance from Accrual rate and 
Asset cover, to Tombstone and Zero-based coupon. 


New edition. Published October 1997. 209 pages HB £10.99 


Pocket Law | 


This guide contains concise essays on when to consult a lawyer, 
the key to interpreting the law and the harmonisation of 
litigation tactics. The A-Z section gives a complete listing of the 
chief concepts and terms used in law, with extensive appendices 
which offer information on leading law firms and guidance for 
further reading. 

New title. Published October 1997. 213 pages HB £10.99 


Pocket Employer 


Pocket Employer is is a clear and lively guide to the complexities 
and jargon of human resources management, This publication 
also offers detailed essays on human resources methods, the 
golden rules of hiring and firing, getting the best out of your 
employees and the importance of training. The terms and 
concepts, which are listed from A-Z are accompanied with 
extensive appendices. 

New title. Published September 1997. 218 pages HB £10.99 
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Pocket Strategy 
Strategic thinking and planning are essential for every business. 
This comprehensive, authoritative guide contains essays on 
strategic issues of the 1990s, mergers and acquisitions, 
management consultants, company boards and a strategy for 
the environment, The A-Z section covers key terms and concepts 
from ABC method and Alliance, to Strategic control and Window 
of opportunity. 
New edition, Published February 1998. 197 pages HB £10.99 
Orders for Pocket Strategy will be despatched in February 1998. 











































Pocket Information Technology 


Did the fall of IBM herald new competition in the computer 


industry or merely the rise of Microsoft? In which ways will 


increasingly intelligent machines redefine how people make 


- decisions? This book makes computers comprehensible. It 


addresses key issues with clarity and wit. It cuts a path through 


.the forest of acronyms and jargon that surround information 


technology. it is an invaluable source of reference to one of the 
most important influences on life today. 
New edition. Published October 1997. 232 pages HB £10.99 


| Pocket Negotiator i" 


This guide offers clear advice on the essentials of negotiation - 
how to handle difficult negotiations, dealing with those among 
us who want something for nothing, how to recognise and 





. counter ploys, and even how to effectively seek a pay rise. 


The comprehensive A-Z section details all those subjects relevant 
to the negotiator. 
New edition, Published October 1997. 218 pages HB £10.99 


Pocket Marketing 
This witty, compact volume provides you with the skills to 
identity and satisfy the changing needs of the market. The 
comprehensive A-Z section defines marketing terms and 
methods, while appendices include details of top advertisers, 
advertising agencies, global brands and the best business schools 
for marketing. A must for marketing departments, besides being 





4. enjoyable and useful for anyone.who is selling or buying. 


New edition. Published October 1997. 192 pages HB £10.99 
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Trouble in paradise 


Los Angeles is ono one of its dazzling, cyclical highs. But as several new books. | 
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He of im at all is 


ple: its poti is i artificial itsi river feeble, 
the threat of earthquakes omnipresent, It 
- does not get enough rain to support a few 
thousand people let alone several million. 
`. LAimagined itself into being, transforming 
- à desert into a garden city through force of 
<. will; and, more than anywhere else in the 
„= world, its success depends on its ability to 
~ keep that act of imagination going. 
| For the first half of the century the city’s 
- boosters sold it as an antidote to everything 
. that was wrong with the rest of the United 
. States. It possessed perfect weather in a 
Country that is often too humid or too cold. 
(The Rose Bowl ceremony, when the citi- 
zens of Pasadena bask in the sun while 
much ofthe rest ofthe country freezes, is an 


annual reminder of the truth of this bit of 


boosterism.) It had got rid of the political 
machines that dominated most of urban 


- America, emasculating the mayor and 


-< handing power to professional managers. 
_ It had cheap land, weak trade unions and 
» enough space to make sure that the various 
Classes and races could keep themselves to 
. themselves. “Mister, this is dreamland,” 
| crowed Life magazine. 
— .From the 1960s onwards the boosters 
changed their tune dramatically. 1A re- 
mained the city of the future—but it was a 
future defined by racial diversity and cul- 


OrriciAL NEGLIGENCE: How RODNEY | 
KING AND THE RiOTS CHANGED Los AN- | 
GELES AND THE LAPD. By Lou Cannon. | 
Times Books; 698 pages; $35. 


STRANGERS AMONG Us: How LATINO Im- 
MIGRATION IS TRANSFORMING AMERICA. 
By Roberto Suro. Knopf; 368 pages; | 
$26.95. | 


THE FUTURE Once HAPPENED Here. By 
Fred Siegel. Free Press; 260 pages; $23. 
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Inot necessarily prevent the riots next time 


tural cross-pollination rather than by 
bland efficiency. The nation’s “white spot” _ 
had become its “melting pot”: America 
speeded up rather than America cleaned 
up. Tom Bradley, mayor from 1973 to 1993 
and the first black man to hold the post, 
praised La for bringing the world together. 
He managed to sell his vision of La as “cap- 
ital of the Pacific rim” to enough property 
developers to transform one of the coun- 
try’s most modest downtowns into a cluster 
of steel and glass. 

There have always been people who 
have found LA's civic boosterism, old and 
new, preposterous. How can the city claim 
to bea model of cultural cross-pollination, 
for example, when the rich and the poor 
live a freeway journey apart? New Yorkers 
mock LA as a provincial city that is known 
only for one industry, and that a particu- 
larly superficial one; environmentalists 
chastise it for covering Southern California 
with asphalt and concrete; and many lo- 
cals tend to be less than enthusiastic, com- 
plaining of such exotic problems as "para- 
dise syndrome": if La is the city of the 
future, it is the future as nightmare. 

The pessimists seemed to win the argu- 
ment for good in late April and early May 
1992, when the city was torn apart by Amer- 
ica's worst riot since the Civil War. The po- 
lice ceded control of large chunks of the 
"city of the future" to a rampaging mob; 
800 buildings were razed to the ground at 
an estimated cost of more than $900m; 54 


people died and more than 2,000 were in- 


jured. When a video-tape showed a group 
of blacks beating a white truck driver, Regi- 
nald Denny, almost to death (one of them 
did a celebratory jig afterwards)the world 
recoiled in horror. 

The beating of Mr Denny was a long de- 
layed reaction to another brutal beating, in 
March 1991, also caught on video-tape: that 
of a black motorist, Rodney King, by four 
white police officers. This video-tape not 
only created widespread outrage, particu- 
larly in LA's black stronghold of South-Cen- 
tral. It also, by presenting a riveting but par- 
tial account of the fracas between Mr King 
and the LAPD, created a presumption that 









































































dE | , und guilty: 
 sault. When that failed to happen: much Gf 
black LA exploded. 

Lou Cannon's “Official Negligence’ is a 
definitive account of how Mr King’s beat- 
ing led inexorably to riots. Mr Cannon, 
who covered both events for the Washing- 
ton Post, has written a classic piece of jour- 
nalism, riveting, eye-opening and bal- 
anced to a fault. His book is full of 
revelations, notably that the video-tape of 
Mr King’s beating was edited by KTLA, a lo- 
cal television station, to eliminate footage 
of Mr King charging at the arresting offi- 
cers; but it is more than just apiece of pa- 
tient detective work. It is a study of how eas- 
ily American race relations can still 
degenerate into violence. Mr Cannon is 
surprisingly gentle with the pelice officers 
. . who arrested Mr King, particularly the se- 
- nior officer present, Stacey Koon. He points 
. out that Mr King, who had been driving 
< while drunk at more than 100raph, resisted 
arrest violently; he also notes that Mr Koon 
-ordered another officer to holster her gun, 
judging the use ofa baton to bedess likely to 

cause serious injury. 

Mr Cannon reserves his wrath, which is 
all the more effective for being so under- 
stated, for the city's establishment. KTLA’s 
decision to edit out the first few seconds of 
.. the video-tape deprived the public of a 
¿O powerful explanation of why the police 
acted as they did. (That the station should 
«have won an award for its use of the tape 
'emains a scandal.) The judiciai decision to 
‘hold the trial in mostly white Simi Valley 
¿rather than in downtown LA meant that 
. nobody would take a not-guilty verdict seri- 
. ously. Mayor Bradley alternately chastised 
the Lapp for being provocatively visible in 
- South-Central and then berated them for 
not cracking down harder on the rioters. 
 Hisfurious response to the “senseless” Simi 
Valley verdict further inflamed feelings 
„among black citizens. But the prize for in- 
-< competence must go to Daryl Gates, the po- 
^ lice chief, who disappeared at the start of 

. the riots to attend a fund-raising event and 
never properly regained control. - 
^ How much have the riots done to sully 
- LA's image in the eyes of the world? And 
how much has the city's establishment 
.- done to make sure that similar riots never 
"recur in the future? The answer to both 
-—. questions, nearly six years on, is probably 
| the same: surprisingly little. Today the city 
is creating jobs and importing. people 
. faster than almost any other. city in the 
"feuntry. 
. . The riots have done ne nothing to slow the 
d, whic! a Has added 
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diea cameras Sof Quentin Tarantino o ("Jackie 
Brown") and Curtis Hanson ("LA Con- 
fidential") dwell lovingly on its bars and 
bungalows. 

The city remains a magnet to immi- 
grants, with Latinos making up more than 
40% of its population. Latinos come north 
looking not just for bread-and-butter jobs 
but for a ladder into the middle class, and 
toa remarkable extent they are proving suc- 
cessful, as figures for both business start- 
ups and home ownership demonstrate. In 
the process they are creating just the sort of 
cultural cross-fertilisation that Mayor Brad- 
ley once championed, revitalising every- 
thing from LA's food to its music, as Roberto 
Suro, another Washington Post journalist, 
details in his nicely observed "Strangers 
Among Us". 

On the riot-prevention front, the LAPD 
is now both a bigger and, it is said, a more 
sensitive machine than it was before the ri- 
ots. It now has almost 10,000 officers. Ra- 
cial-awareness training and community 
policing are de rigueur: if you see some- 
body trying to get around the city on foot or 
on a bicycle, they are most likely either in- 
sane or from the police. Yet the city remains 
abysmally run, as Fred Siegel demonstrates 
in his masterly “The Future Once Hap- 
pened Here”. Grandiose schemes to rebuild 
South-Central with corporate largesse 
came to little: the area's revival came from 
the bottom up rather than the top down. 
The mayor has so little power that he had to 
resort to raising money from friends in or- 
der to buy computers for the LAPD. The 
mighty city councillors are more interested 
in mobilising discontent in their localities 
than in promoting the good of the city as a 
whole, and the school system is account- 
able to nobody but itself and the teachers 
unions. 

The biggest cause for concern remains 
the city's poor blacks. In "Can the Cities Be 
Saved?" Joel Kotkin, of Pepperdine Univer- 
sity, demonstrates that LA is a pressure 


cooker for small businesses, many of them. 
_ owned by ethnic minorities. The number 
of Latino-owned businesses, for example, 








“doub 1992-97, to ju o. 
But little o the entrepreneurialism that is is 


reviving a city once written off as dead is 
coming from blacks, who insist on clinging 
on to a declining public sector. | 

The blacks saw the alliance that had- 
once given them control of the city shat- 
tered by the riots: most Jews found the per- 
secution of Korean shopkeepers, who suf- 
fered $400m-worth of losses during the 
riots, reminiscent of a pogrom, and most 
moderate Anglos suddenly discovered that 
they were more interested in law and order 
than racial justice. Tom Bradley's successor 
as mayor, Richard Riordan, a millionaire 
Republican, enjoyed substantial support 
among every ethnic group except the 
blacks. Latinos are colonising once-black 
neighbourhoods—Watts is now 60% Lat- 
ino—and challenging blacks for political 
power. “These are people who still believe 
in themselves and still believe in the Ameri- 
can dream," said Fernando Oaxaca, a 
prominent Latino businessman. "They 
have not thrown up their arms and said 
‘feed me’, the way so many blacks have.” 
LA's economy may be on a roll at the mo- 
ment; but the people who put a torch to the 
city in 1992 are doing worse than ever. 





The morals of intervention 
All you need 
IS narrative 


THe WARRIORS HONOR: ETHNIC WAR AND 
THE MODERN CONSCIENCE. By Michael Ignati- 
eff. Metropolitan Books; 207 pages; $24.95. 
Chatto & Windus; £10.99 


Y PAGE 10 you suspect you are in trou- 
ble. “There is little doubt... that the 
television coverage of famine and war has 
had a remarkable impact upon western 
charity,” writes Michael Ignatieff. “In Brit- 
ain alone, more than £60m was donated to 
famine-relief agencies in the year after [foot- 
age of an Ethiopian refugee camp] was first 
shown" in 1984. That £60m, then some 
$80m, sounds a lot. But is it more or less 
than was given the year before? Was the 
same effect seen in America? In Germany? 
Should rv get all the credit, or were newspa- 
pers full of the same story? Mr Ignatieff 
does not bother with such detail. 

It is soon clear that Mr Ignatieff is not 
greatly interested in evidence or even seri- 
ously in prescription. These essays, which 
have appeared elsewhere in other forms, 
tackle vast themes: the savagery of modern 
war, the ambiguities of universal values 
and the frictions that occur when the fight- 
ers of civil wars meet well-meaning outsid- 
ers from the media, the UN and the Red 
Cross. There is enough here to busy journal- 
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ff ns a loftier 
osopher-critic 
he Taliban in AF 
istan' and: llysses"—and can 
spot acon aaao between them. 
= — This breadth of view, so welcome in it- 
= self, has unfortunate consequences when 
not matched by stringency in argument 
nd a feel for political detail. Mr Ignatieff's 
- writing, though taut in reportage, sags into 
_ the cloudier sort of lit-crit talk when he 
-> turns analytical. At one point, for example, 
< he complains that the “absence of narra- 
.. tives of explanation is eroding the ethics of 
engagement”. An ever-present risk with this 
. kind of writing is the aestheticising of poli- 
tics: real wars and famines, and real efforts 
to ameliorate them, tend to be treated as lit- 
- erary texts to be analysed or deconstructed, 
not as events with implications for policy 
and action. 
| Much of what he has to say is reason- 
.. able enough on its own: as for instance 
E^ when he Says that the Reformation and the 





















d humanism which, enshrined in declara- 

- -tions of human rights, provides one sort of 

. justification for western involvement in 

"zones of danger" like ex Yugoslavia and 
Rwanda. Nor is he wrong to see ambiguity 
behind western good intentions. 

Yet Mr Ignatieff wants to draw conclu- 
sions that will impress foreign ministers as 
well as cultural pundits, and the results 
can, alas, be comical. If documentaries sup- 
planted nightly news bulletins, he asserts 
on the basis of no evidence, Tv would pay 
attention to hunger before it became fam- 
ine and to torture before it turned into 
genocide. At another point he admits that 

-would-be peacemakers face tough choices 
and he devotes a few tantalising pages to 
when outside powers should try to stop 
civil wars and when it may be wiser to back 
secession. But he hurries back to his favour- 
ite theme—the “fragility of the moral bonds 
that connect the developed and developing 
world"—from the "standpoint of Con- 
radian irony". As if "The Heart of Darkness" 

_. were the best place to look to see why inter- 








- vention failed in Somalia or may 
yet succeed in Bosnia. 

In thinking about the causes 
of “ethnic war", Mr Ignatieff is 
right to stress the dangers of ste- 
reotypical thinking and exclu- 
sionary habits of mind. Yet group 
loyalties are not in themselves in- 
imical to more universal values. 

As best his intentions can be 

made out, he seems to deploy a 
slippery-slope argument to the ef- 
fect that once you give more than 
the slightest nod of acceptance to 
ideological or ethnic differences 
. you are on the path to unspeak- 

able atrocities in their name. Put 
ation way, he seems to assume that tol- 
eration demands assimilation. And if that 
is what he means, it is an impoverishing 
version of liberalism. Taken to its conclu- 
sion, such a view would seem to imply that 
primary allegiances to anything but univer- 
sal values—loyalties, for example, to a tradi- 
tion, to a culture, even to children—are un- 
justifiable and dangerous. 

— Yes, tribalism can lead to savagery. Yes, 
some western societies are disfigured by 
communities that have too much regard 
for themselves and not enough for each 
other. But it is from families and traditions 
that people learn love and charity, the 
foundations of the humanism that Mr 
ignatieff erratically extols. 


Russian history 
Sinister fixer 


RASPUTIN: THE SAINT WHO SINNED. By Brian 
Moynahan. Aurum; 400 pages; £16.95. Ran- 
dom House; $29.50 


HE “mad monk”, Grigory Rasputin, 

was neither mad nor a monk. He was a 
self-schooled Siberian peasant who af- 
fected religiosity and dabbled in faith heal- 
ing. He had a talent of sorts for hypnosis. 
He had an eye for human frailty. And, deci- 
sively, he had a gift for sex, or more pre- 
cisely for seduction, since the act itself for 
Rasputin was an affair of moments. He 
bent (literally) to his will scores of women 
on whom he fixed his stare. His vigour was 
seemingly undiminished by a prodigious 
consumption of alcohol in all-night drink- 
ing bouts enlivened by gypsy choirs. 

A precise description of Rasputin’s 
male attributes has been lost to history, but 
there is a hint in one of Brian Moynahan’s 
anecdotes that these may also have been a 
subject of contemporary note. Having 
smashed up a smart Moscow night-club, 
Rasputin was challenged to prove that he 
was who he said he was. In response, “He 
unbuttoned his trousers and waved his pe- 


merely Rasputin's calling-cards. What: 






































nis at "m waiters and Soe? 
This piece of self- advertisement aside, 
one of Rasputin’s saving graces was that h 
also knew when to favour discretion. H 
did not have a sexual relationshi p with th 
Empress Alexandra, for all the gossi 
contrary. Nor did he have a se 
ship with Anna Vyrubov 
close companion. His ascendancy over tl 
royal family derived from his Supr DOS 
powers as a healer. He was ctedited wit 
halting at least three potentially fatal ble 
ing episodes in the imperial heir, Alexis, a 
haemophiliac, and with saving Vyrubova' s 
life after a train crash. ; 
- But healing and fornicating were 


made him a power in Russia was the fact 
that the tsar, Nicholas I, listened to him. 
and usually trusted his judgment. Nicholas 
thought Rasputin a good judge of othe 
men. He came to rely on tips from the wild 
eyed sage when making and unmaking 
ministers. This was no small franchise. i 
single year under Rasputin's influence Ri 
sia had five interior ministers, three wa 
ministers, four agriculture ministers. at 
three justice ministers. Rasputin could fi 
church jobs, too: a word from him wa 
enough to have a troublesome bishop dis- 
patched to Siberia, or a tractable one pro 
moted to Metropolitan. 

Rasputin’s placemen, once in office, 
were obliged to grant him the lesser favours 
in which he trafficked wholesale—prefer-: 
ments, contracts, judgments, subsidies 
pardons and the like. In January 1916, at th 
height of his influence, 300-400 peor 
were calling on him daily with petition: 
and bribes. History has remembered Ras 
putin as an almost supernatural fiend, but 
ne was in reality one of the century's great 
political fixers. 

As Mr Moynahan nicely puts it, Raspu- l 
tin did not so much govern Russia as help 
to make it ungovernable. He was in part the 
cause and in part the effect of the state's rot- | 
ting-away, and he preyed on its decay. 
From Rasputin’s point of view, the more 
unprincipled and incompetent the men © 









ikely to sarue back, or to Hive ideas of their 
own. Nicholas rarely overruled him. His fi- 
“nal triumph was the appointment of Boris 
- Sturmer, a corrupt old provincial governor, 
* as prime minister in 1916. 
^ . The main points of “Rasputin” are 
made more economically in Robert Mas- 
sies “Nicholas and Alexandra", which it 
will not dislodge as the best popular work 
on the period. But Mr Moynahan uses Rus- 
sian archive materials to chronicle Raspu- 
tin's life in exhausting detail, leaving few of 
its peculiarities unexplained. The effect is 
to shift the burden of mystery to Nicholas, 
Alexandra and their court. It seems scarcely 
credible that the systems and institutions 
of a great power could have failed so com- 
pletely as to allow the royal family to take a 
. lecherous, wild-eyed drunk as its spiritual 
. ., and political guide. Yet fail they did, with 
- incalculable consequences. 



































































] French politics 


Back to school 


^ Le RESIDENT DE LA REPUBLIQUE. By Jean-Marie 
. Colombani. Stock; 306 pages; FFri20. 

. CHIRAC: LA MALEDICTION. By Patrick Jarreau. 

" Stock; 210 pages; FFr98. 

© Seu COMME Cuirac. By Raphaélle Bacqué & 

Denis Saverot. Grasset; 285 pages; FFri18 


YF CHINA'S prime minister, Li Peng, ever 
‘had doubts about democracy's dangers, 
the experience of a European visitor to 
Beijing last spring must have confirmed 
— them. Mr Li’s guest enjoyed a huge par- 
 liamentary majority and was less than a 
= third of the way through his presidential 
. term. But, he explained to his Chinese host, 
. he was calling elections to assure himself of 
. à more disciplined and resolute following 
< as he reformed his country. Less than a 
. month later, the visitor had lost control of 
` government, parliament and perhaps even 
"hisown party. In the annals of self-inflicted 
_ defeats, Jacques Chirac’s decision to call 
- legislative elections last summer takes a big 
. biscuit. But in retrospect, the debacle was 
mot so surprising. Consider the erratic, un- 
-fulfilled nature of the president's career as 
- described by the editor of Le Monde, Jean- 
-^ Marie Colombani, who traces Mr Chirac's 
arduous path from his Corréze constitu- 
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“All three books depicta a man for whom 
the battle for power is all-consuming, but 
who did not know what to do once he had 
won the succession to Francois Mitterrand. 
The Chirac they describe lacks the degree of 
clear direction and application to haul a 
country as complex as France on to a fresh 
track away from its old feather-bedded, 
statist ways. Throughout his career, a select 
band of counsellors has held undue sway at 
the court of Jacques Chirac and, after 1995, 
he left the hard graft to his increasingly un- 
popular prime minister, Alain Juppé, and 
then darted offon a Bonapartist bid to rally 
the nation with last summer's election. De- 
feat was pre-ordained: not because the 
president and the prime minister had the 
wrong policies—they didn't-but because 
they could not convince a deeply conserva- 
tive nation of the need for change. 

Instead of reviving the popular contact 
which had enabled him to beat a rival 
Gaullist, Edouard Balladur, in 1995, Mr 
Chirac became a prisoner of a Parisian po- 
litical microcosm which cut him off from 
the nation and opened the way to the So- 
cialists. The man who is at his best pump- 
ing hands in the street and poking cows at 
agricultural shows fell captive to a four- 
man Elysée “crisis cell”, which could not 
comprehend why so many of the French 
prefer to seek escape in the chimera of 35- 
hour working weeks rather than confront- 
ing the realities of the late 20th century. Af- 
ter his presidential-election defeat by 
Mitterrand in 1988, Mr Chirac was re- 
ported to have fallen into depression. This 
time, he merely sat in his palace, drinking 


beer and eating a lot of charcuterie. In 1988, 


his wife was reported to have reflected that 
the French just didn’t like her husband. In 
1997, he asked a free-market former minis- 
ter, Alain Madelin, what his followers 
thought of him. The reply was blunt: “They 
say you always lead us to defeat, Jacques. 
They think you bring misfortune.” 

The import of Mr Chirac’s miscalcula- 
tion last summer goes beyond the career of 


a man who is among Europe's most inter- 


esting political personalities. From his van- 
tage-point, Mr Colombani delivers a con- 
vincing argument for a new style of pre- 
sidency which moves away from the 
monarchical model established by De 
Gaulle to a more democratic kind. By hav- 
ing put the authority of the presidency at 


. risk, Mr Chirac may have opened up a new 


chapter in the Fifth Republic. How his rela- 
tions with the Socialist government de- 
velop over the next four years will matter 
not only for France but for Europe. Even 
with more than 30 years in politics behind 
him, Mr Chirac has a steep learning-curve 


ick . ahead. As the Chinese premier might re- 
 flect, democracy is unpredictable indeed. 
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Declining professions 


Just another way 
to make a living 


DEATH OF THE GUILDS: PROFESSIONS, STATES, 
AND THE ÁDVANCE OF CAPITALISM, 1930 TO 
THE PRESENT. By Elliott Krause. Yale University 
Press; 320 pages; $37.50 and £27.50 


ROFESSIONAL people everywhere see 

. themselves as master craftsmen. They 

have served long apprenticeships. They 

have skills that nobody else has. They speak 

a specialist language. The fruits of their la- 

bour have intrinsic worth as well as meet- 
ing a social need. 

Unsurprisingly, members of the same 
profession have usually sought to organise 
themselves, even in the 20th century, along 
the lines of a medieval guild. After all, the 
master mason in 14th-century Florence or 
15th-century Nuremberg had it made. He 
and his fellow members of the masons 
guild had a monopoly of stone work in the 
town. They controlled entry into the craft. 
They alone organised their work and as 
monopolists they largely controlled their 
market. Their status was usually protected 
by the local town council—and, where it 
was not, the guilds often succeeded in tak- 
ing the council over. 

Elliott Krause's thesis in "Death of the 
Guilds" is that during much of this century 
the most prestigious professions—doctors, 
lawyers, academics and, to a lesser extent, 
engineers—enjoyed a remarkable success 
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in’ organising ‘the selves” 

' equivalents of medieval ; | 

^ their organised power and professional au- 

tonomy are now everywhere in. decline. 

© This trend, he says, seems to be changing 

. professions from something special to 
- “just another way to make a living". 

. American doctors are a good example. 

- Their guild power in the 1940s and 1950s 

was almost total. Membership of the Amer- 

ican Medical Association rose to nearly 

75% of all doctors in the 1960s. Through its 

state associations, the AMA controlled entry 

into the profession and dominated cog- 

nate professions like. nursing, X-ray tech- 

nology and occupational therapy. The AMA 

| ensured that the proport on of doctor d in 










^| practices tied, in rid that they 
y < controlled. Allefforts to introduce national 
/.. health insurance—which posed a threat to 
doctors’ fees as well as their autonomy— 
- were successfully resisted. 
~ "Those were the days, now long gone. By 
1990 less than half of America's doctors be- 
~ longed to the AMA. The profession as a 
= whole is increasingly fragmented among 
o specialised associations and between prac- 
~~ titioners and academics. Restrictions on 
. entryintothe profession collapsed, and the 
© proportion of doctors in the population 
nearly doubled from 151 per 100,000 in 
1970 to nearly 300 by 1990. More than half 
ofall American doctors, far from being free- 
- Standing professionals, are now salaried 
. employees. Doctors can no longer control 
the previously subordinate medical profes- 
. sions. They can no longer control even their 
.— own places of work, with more and more 
~~ decisions—even quasi-medical decisions— 
being taken by management boards and 
-. professional administrators. Worst of all, 
-< the AMA a generation ago proved unable to 
resist the introduction of schemes. like 
Medicare and Medicaid. 
^ Mr Krause tells similar (though far from 
. identical) stories of the leading professions 
án America, Britain, France, Italy and Ger- 
many. English solicitors, for example, have 
had to accept a trade-off between high in- 
comes and professional autonomy. Aca- 
demics in Germany and Britain see their 
independence eroded. Engineers, never 
really able to gain guild status anywhere, 
now find their collective position further 
undermined by over-supply. 

The explanation may lie in a changed 
relationship between the professions and 
government. Medieval craft guilds needed 
sympathetic town councils to guarantee 
their privileges; modern professions 
needed friendly governments. But govern- 
ments recently have tended to lose interest 
in the professions or, worse, to turn hostile. 
Margaret Thatchers dislike of them was 
well known; but she was not alone. 
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^' [n the case of American medicine, the 


American government after the introduc- 
tion of Medicare and Medicaid rapidly em- 
barked on stringent programmes of cost- 
control, and it no longer colluded with the 
AMA to limit the number of medical gradu- 
ates. The government also loosened doc- 
tors’ control over the ancillary medical pro- 
fessions. Private corporations meanwhile 
seconded the government's efforts at cost- 
control and sought to turn the hospitals 
that they owned into high-tech factories. 
Once-proud medical practitioners found 
themselves turned into wage slaves. 

The upshot was to deprive the profes- 
sions not only of their guild status but also 
of their “specialness”. Mr Krause wonders 
aloud—though not at length —whether con- 
sumers will be well served under the new 
regime and also about what will happen to 
the professions themselves. He fears that, in 
losing guild privileges, professionals may 
also lose sight of the positive guild virtues— 
“of collegiality, of concern for the group, of 
a higher professional ethic beyond mere 
profit". For such virtues are ever the privi- 
lege of the privileged. 





British politics 


Answer: Europe 


THE New RECKONING--CAPITALISM, STATES 
AND CririzENs. By David Marquand. Polity 
Press; 224 pages; £45. Blackwells; $54.95 


N THE opening chapter of his "New 

Reckoning", David Marquand gives an 
attractive sketch of his career as a political 
thinker in Britain. An early and enthusias- 
tic convert to Anthony Crosland's "Future 
of Socialism" in the late 1950s, and cham- 
pion of Hugh Gaitskell in his battles 
against the left in the Labour Party, he en- 
tered parliament in 1966 as MP for one of 
the safest Labour seats in the land. 

Denied preferment by Harold Wilson 
for advocating a devalua- 
tion before the govern- 
ment was forced into one 
on less favourable terms, 
he became one of the clos- 
est younger associates of 
Roy Jenkins—of whom he 
has drawn perhaps the 
most subtle portrait, regret- 
tably omitted from this col- 
lection of essays. When Roy 
Jenkins was defeated by 
james Callaghan for the 
leadership of the party in 


a nie 
(so t^c 


1976, and withdrew to ect 
head the European Com- ia -— 
mission, Mr Marquand a 
followed him to Brussels. — 


In the early 1980s, he 


banes that marred Labourism even in 


































ie ied ee into sie launchingo ‘the: 
Social Democratic Party, which he saw “for 
a brief but brilliant moment, as the catalys 
of a new political culture”. When conserva- 
tism consolidated power instead, Mr Mar- 
quand—by now a distinguished academic, . 
with the standard biography of Ramsay _ 
Macdonald to his credit—started to rethink . 
his political experience. The result was a 
notable critique of the Thatcherite doc- 
trines of the 1980s, “The Unprincipled So- 
ciety”. In his new collection, Mr Marquand — 
sets down preliminary markers for an. 
alternative. Um 

"The New Reckoning” argues for a “sœ — 
cial-liberal” politics that would reconnect 
with the traditions of the 1906-14 era, þe- 
fore the Labour Party adopted a socialist 
programme, with a Fabian beliefin admin- 
istrative centralism, and drove its liberal = 
ally to the margins of parliamentary life. . 
Too narrow class identity, too great hostil-- 
ity to the market, too complacent accep- 
tance of a centralised state—these were th 








finest hour under Clement Attlee, ani 
eventually brought it to a dead-end unde 
Michael Foot. What is needed today is : 
broader electoral coalition, greater aware 
ness of the limits of planning and a com- 
mitment to democratic reform of institu 
tions. Mr Marquand would return, in sum 
to J.L. Hobhouse rather than the Webbs. — 
This prescription sounds very close. 6 
the recommendations of America's top po- 
litical scholar on Britain, Samuel Beer, in. 
his recent keen affidavit for the Blair gov- — 
ernment in The Economist (February 7th) . 
who lauds New Labour as a return to the 
social-liberal spirit of Lloyd George, after 
the long years in a collectivist wilderness. 
The interest of “The New Reckoning”, how- — 
ever, is that Mr Marquand arrives at sucha — 
different verdict on New Labour. Tony 
Blair's rule, he suggests, mightcometoseem ^ 
more like a caricature than an embodi- ^. ^ 
ment of social-liberal ideals. Its stamp so = 
far is lack of any distinctive vision. “On the 
central question in contemporary political 
economy—the question of 
how to protect social cohe- 
sion and rebuild the public 
domain in the face of rena- 
scent untamed capitalism, - 
ofhowtomoralisethemar- — < 
ket as the New Liberals.” 
tried to moralise it in their 
generation—New Labour 
has so far had little to say.” 
Likewise New Labour's 
constitutional proposals. 
remain makeshift, and its 
professions of democratic 
faith tainted by authoritar- 
ian practices of party man- ... 
agement that have made 
Labour even less demo-. 
cratic than before—"the. 
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^tions-driven presidentialism on the Ameri- 
can model, as remote from the liberal ideal 
of a reflective . . . politics of free... debate 
as was the solidaristic Labourism of the 
past.” The sense of community that social 
liberalism favoured, now more urgently 
. needed than in the tradition-bound world 
of Herbert Asquith and Lord Curzon, is 
much invoked by New Labour. But here, 
too, Mr Marquand detects American 
strains of radical individualism beneath 
the surface. Nor is he happy with the popu- 
list tinge to New Labour: he looks back to 
the clearer air of RH. Tawney. 
But if the agenda of New Labour threat- 
ens to be so distant from an authentic so- 
. cial liberalism, where is the programme 
.that would deliver one? Here Mr Mar- 
. quand is self-confessedly vaguer. His stron- 
. gest positive proposal is European rather 
«than British: a plea to reverse the Monnet 
tradition of putting economic before po- 
. litical integration, which he argues has be- 
. come unsustainable against the horizon of 
. the single currency. Since Europe is likely to 
matter more as proving-ground for New La- 
- bour than any domestic adjustments it 
makes to the Thatcher legacy, this is no 
doubt where a constructive alternative 
. should start. The next instalment from this 
. reflective mind will be worth waiting for. 





Anti-tobacco campaign 


Not just a smoke 


THE Peop._e vs Bic ToBACCO. By Carrick 
: Mollenkamp, Adam Levy, Joseph Menn and 

Jeffrey Rothfeder. Bloomberg Press; 334 pages; 
$23.95 


INCE smoking is now almost crim- 
wJinalised in America, outlawed even 
Ü from bars in some states, it 1s vain to expect 
"writers to tell the tale of last year's tobacco 





- News, have a particular reason to be biased. 






* : would be made to pay, in various ways, 


by the Wall Street. nai i to 

- muscle in, this was the Bloomberg © 
. team's own drama: the reporters 
. and the people's advocates against | 
-the tobacco corporations. a 
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Um settlement with anything approaching 
... neutrality. The authors of "The People vs 
Big Tobacco", all reporters for Bloomberg - 


^ Kt was one of them, Carrick Mollenkamp, - 
^^. who first stumbled on the story that the to- 
bacco companies, the state attorney-gener- 
.. als and the administration were cooking . 

< upan agreement under which Big Tobacco | 


Heroes and villains are clearly demar- | 


S, tich, harorat crew, y, clearly 





E reconciled to abandoning their profits in 


America for the most part because they can 
see fat gains in Asia and Eastern Europe. 
The exception to this picture of corporate 
cynicism is the devious and endearing Ben- 
nett LeBow of Liggett Corp, who first breaks 
ranks to declare tobacco addictive in a des- 
perate bid to save his company. By contrast, 
the people's advocates drive small cars and 
stay in budget inns that are filthy with sec- 
ond-hand smoke; they sip Diet Coke and 
run out of clean shirts. The villains, at mo- 
ments of triumph, light up cigarettes with 
an almost sexual panache; the heroes fret to 
find that only smokers' rooms are left in 
their hotels, and grimace when they have to 
walk into a meeting where people are in- 
considerately shortening their lives. 

Big Tobacco's fall was, indeed, sudden. 
Everything flowed from a leak of secret doc- 
uments. Merrell Williams, a researcher at 
Brown & Williamson, discovered in 1988 
that the company had known about the 
harmful effects of smoking, and had cov- 
ered it up. "We are in the business... of 
selling nicotine, an addictive drug," ran 
one memo from the company's general 
counsel. Despite that admission, as late as 
1994 the chief executives of the big tobacco 
companies—in an image that had by then 
become famous—raised their right hands 
and told Congress that they did not believe 
tobacco was addictive. 

This image, and a heart attack that he 
took as a message from God, persuaded Mr 
Williams to make public the memos he had 
secretly photocopied. He eventually signed 
them over to the attorney-general of Missis- 
sippi; and Mississippi, now in possession 
of the proof that the companies had not 
disclosed facts that would have saved lives, 
sued to recover the Medicaid money spent 
on treating smokers. A deluge of similar 
suits followed from other states, and it was 
the keen desire to limit these that drove Big 






































Tt lement eventually E gored l 
(though still not yet signed and sealed) was 
the biggest of all time, $368.5 billion. The - 
industry was required to pay as much as $15 
billion a year, for ever, to public and private 
litigants, and had to accept a ban on out- 
door advertising and the likelihood of a 
possible ban on nicotine. It was also ob- 
liged, on pain of fines, to meet certain tar- - 
gets for reducing teenage smoking. In ex- 
change, the companies were given 
immunity from class-action suits and pu- 
nitive damages based on past acts. History 
was made, as the book's characters expected 
from the start. 

Yet most of the drama has to be manu- 
factured. The authors put the settlement 
right up front, so there is no doubt how the 
story will end; and when they start their 
tale, in the 1990s, the tobacco companies 
are keen to settle already. After that, it is just 
a matter of negotiations round tables. The 
authors do their best. Restricted largely to a 
setting of conference rooms in second-rank 
hotels, they take pains to notice whether the 
chairs are leather or Naugahyde, and 
whether the curtains are clean. And they 
keep their characters at a high pitch. One, 
after visiting a friend dying of cancer, revs 
his Chevy Blazer in frustration and 
screeches out of a hospital car park; several, 
reacting to unfavourable legal decisions, 
slump against walls; Mr Mollenkamp, in 
possession of his Big Story, feels his heart - 
start to pound. “This was an incredible - 
story, the biggest of his life . . . even the stiff 
wind didn't stop him from sweating as he — 
ran down the driveway." 

There would have been an easier way to 
make this a rousing tale: to tell the whole . 
story. Only two or three pages of this book . 
attempt to describe the parts of the country 
where tobacco is grown and cigarettes are - 
made. Tobacco may indeed be a noxious . 
and dangerous weed, but it is heavily subsi- 
dised by the federal government. This 
makes it, despite everything, still an attrac- 


tive crop for southern farmers to grow. The. 


authors miss their chance to explore the fi- 
nancial addiction to tobacco of some of the 
poorest parts of the country; and they also 
skim over, much too quickly, the issue of 
personal responsibility weighed against 
risk. As they point out, the link between to- 
bacco and disease had been publicly made 
as far back as the 1950s. It seems right 
that the tobacco companies 
should be penalised for lying; it is 
less clear that they should be 
penalised for the wilfulness of 
individuals. 

Between the moral, social and 
economic issues, there is a huge 
book still to be written here. Per- 
haps Norman Mailer should get. 

onto it. 
———————— HÀ 
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| ERATION OF ENVIRONMENTAL POLIcy. Edited 
i by Marian Chertow and Daniel Esty. Yale 
- University Press; 256 pages; $35 and £25 


|. der whether regulation is going to be so 
{> useful in future. Tight rules, they argue, 
- are expensive, unpopular and ineffective; 
worse, they encourage grudging obedi- 
rather than rewarding virtue with 
tives. And although obliging a few 
dred coal plants to scrub themselves 
n may well be useful, many other 










| anisation—result from countless free ac- 
tions by firms or individuals, and so are 
1 less open to correction from the state. 





As an example of the weakness of the. 


old way, the authors cite the Superfund, 
America’s controversial attempt to clean 
up toxic waste. The principle behind the 
Superfund was “the polluter pays”. Some 


- back and the polluters either could not be 

| traced or had closed down. Only a few of 
the worst poisoned places were cleared 

**| Up, at great cost, and the rule left some ur- 
~~) ban spaces derelict, encouraging develop- 
-. | ment into previously untouched land. 
-3 The better approach, argue the authors, is 


i 
| 
| 
| 
| 
| waste sites, however, dated from years - 
i 
i 
| 
| 
| 


| to use risk analysis and correct pricing to- 


* |, encourage market apportionment di en- 
up vironmental costs. 


ape makes brown 


The green rev | tion 20 years ago was all to the good. But where should 
i gor w? TI h 'ee new books give different answers 








lave: imagined. P 
t erein lies aques ion, what now? . 


DONNE EEDLOGIÓN iy: THE Ni PT 


N THE whole, “Thinking Ecologi- 
| X7 cally” welcomes the achievements . 
|. of the first era. But its contributors won- . 


n issues—such as biodiversity, re- 
ce. depletion, smog and suburb- 






FACTOR Four: DOUBLING WEALTH, HALVING 
RESOURCE USE. By Ernst von Weizsäcker, 


Amory Lovins and Hunter Lovins. Earthscan 


Publications; 352 pages; £15.99. Distributed 
in America by Rocky Mountain Institute; 
$35 


HESE authors—Amory and Hunter 
Lovins of the Rocky Mountain Insti- 
tute in Colorado and Ernst von 


Weizsacker of Germany's Wuppertal In- 
stitute—recognise that many people asso- 
= ciate environmental goodness with in- 

convenience and expense. But being 
green does not mean having to wear a 














hairshirt, the authors argue, and “Factor 


Four" is full of examples of how being 
green can be cheap, sensible and even 


cosy. This can be numbing: "Using Less 


Concrete for Stabilising Walls" is not a 


thrill to read. But the authors are persua- 
-sive that some things can be done just as 
well with less fuel or material: drip irriga- 
tion, for example, superwindows, inno- 
vative cooling and ventilation systems, 
integrated fish management, and eco- 


nomic incentives that reward efficiency 
rather than waste. 

The authors trust too much in technol- 
ogy’s capacity to reinvent society. As an 
example of an office-changing gadget, 
video conferencing excites them. But this 
is unlikely to replace face-to-face meet- 


_ ings: there is no subsitute for networking 


over the canapés. Also, by increasing hu- 
man contact, video conferencing may in- 
crease travel, as did the telephone. With 
that proviso, “Factor Four” is a plausible 


book. it makes a good case for the view 


that technical ingenuity, far from posing 


an intrinsic threat, can improve peapies s. 


relationship with the natural world. 


dain is for proponents of the ' 


agree with are wrong—for example, the 










BETRAYAL OF SCIENCE . ND. 





£39. 95 


“HE Ehrlichs are "€ gru i 
. While they seem generally suspiciou: 
of most poor humans, their. spec i 




















lash”. This is their term for “anti-scie a 
tists” who challenge environmental | 
orthodoxy. Such an attack is easily sus- 
tained if, as the Ehrlichs do, the technique: 
is to sum up a complex view in a sentenc 
and then attack it as parody. 2o claim, | 
for example, that "brownla: ' propo- m 
nents deny an "extinction crisis". Now, ` 
nobody sensibly denies that ma 
animal species may be threatene 
and that some ought to be protected 
. Yet therecan be legitimate argumen 
about how best to go about that task 

. Notso,it seems to the Ehrlichs. If 
| their view you question America’ 
Endangered Species Act you “striki 
at our love for our grandchildren’ 
The Ehrlichs — attack —— 
! “brownlash” for its hostilit 
oto regulation. But the mor 
| interesting debate, as the two. 
previous books discussed here. 
make clear, is about finding ways to. 
tell good rule-making from bad. — 
. Another problem is the Ehrlichs’ a 
tude to theory and evidence. All good s 
entists make mistakes. Faced with enoug 
wrong predictions, they abandon thei 
theory. But when people the Ehrlichs. 























































scientist who predicted in the 1970s that. 
the world's climate was probably cooling - 
down, or Mr Ehrlich himself who ove 
estimated the scale of famine in the | 
1980s—the Ehrlichs’ response is that they | 
ought to have been right: conditions ||. 
changed or technology intervened or | ^. 
something else happened to explain why | — 
contrary evidence should be discounted. 








"We would rather be wrong for the right = Cu 


l 
| 
| 
f 
| 
| 
reasons,” they write, “than right for the | = 
wrong reasons." à EN 
The Ehrlichs are correct that some 
trends deserve worry: soil erosion, deg- d 
radation of tropical forests, fish deple- - [2 
| 
| 
i 
j 
i 


tion, the loss of farmland, to mention | 
‘some of the most serious. They are right | - 


also that environmental debate, on every |. 
side, is too often cloudy, biased and self |- 


- serving. Yet the Ehrlichs, whose own tone n 
is disagreeable, have done little in this: 
book to remedy that defect. 
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Toys 


Serious business 


Kips’ STUFF: TOYS AND THE CHANGING WORLD 
OF AMERICAN CHILDHOOD. By Gary Cross. 
Harvard University Press; 352 pages; $29.95 
and £19.95. 

Tov Wars: THE Epic STRUGGLE BETWEEN G.I. 
JOE, BARBIE, AND THE COMPANIES THAT MAKE 
THEM. By Wayne Miller. Times Books; 348 
pages; $25 


gi Gots WINKY, Dipsy, Laa Laa, Po: 
Teletubbies, Teletubbies, say hel-lo.” 
To this merry song, in the past year this cud- 
dly gang of four has captured British tod- 
dlers' hearts and laid siege to their parents’ 
wallets. For the Teletubbies, eponymous 
stars of a BBC television series, were in the 
toy shops as soon as they were on the 
screen. No parent of a Teletubby fan would 
disagree with the argument of Gary Cross's 
"Kids' Stuff", albeit based on American evi- 
dence, that toy makers no longer sell to par- 
ents but to children, and that television is 
their most powerful marketing tool. 

As Mr Cross shows in his enjoyable his- 
tory, the origins of this trend are old. In 1913 
Toys and Novelties, a trade magazine, 
wrote that “an advertisement to a child has 
no barriers to climb, no scruples to over- 
come." Still, selling then had none of to- 
day's brazen directness. Scarcely a film is 
made nowadays without toys to accom- 
pany it; and if a Tv senes can be built 
around a new toy, so much the better. 

The past master at this marketing game, 
combining media with toys, is Disney. The 
release of “Snow White and the Seven 
Dwarfs” in 1937 came with a hail of mer- 
chandise, as did that of "Pinocchio" in 
1940. In 1955 followed a Tv show, the 
“Mickey Mouse Club". This became a 
showcase not only for Disnev but also for 
Mattel, the world’s biggest toy maker. 
Mattel made a mint by buying year-round 
advertising time on Disney's show—a huge 
gamble at a time when toys were seen as a 
seasonal business. 

Just as telling as the change in selling 
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methods, however, is a trans- 
formation in what is sold. 
True, writes Mr Cross, toys 
have long had an element of 
fantasy: for example, a Buck 
Rogers Rocket Pistol went on 
sale in 1934, some 500 years 
before Buck saved the earth. 
But for much of this century 
they were essentially a prepa- 
ration for serious adult roles: 
baby dolls and toy kitchens 
for girls, erector sets, toy trucks 
and train sets for boys. 

Enter, in 1960, Mattel's 
Barbie: not a baby, but a babe. 
Through Barbie, little girls could fantasise 
about themselves not as mums, but as fun- 
loving adults. Real mums loathed her. In 
the 1990s, Barbie still sells well. Girls can 
also build collections of truly fantastic 
friends (such as Strawberry Shortcake and 
her pals) and comb the impossibly long 
manes of luridly coloured ponies. For boys, 
the likes of G.I. Joe have mutated into teams 
of fighters who travel across galaxies and 
time, armed to the canines with light sabres 
and lasers, fighting horribly deformed foes. 
Toys today are, so to speak, like nothing on 
earth. For this, thank “Star Wars”. 

Judging by Wayne Miller's “Toy Wars", 
the toy industry owes more than its latest 
products to George Lucas’s 1977 film. It also 
seems to have pinched the script, with 
mighty empires battling for supremacy. It 
is a good story, and Mr Miller tells it well, 
even if his style occasionally grates. 

The book is about Hasbro, Mattel’s ri- 
val, and owner of the licence for “Star 
Wars” toys. Mr Miller, a journalist on the 
Providence Journal-Bulletin in Hasbro's 
home state of Rhode Island, spent five years 
watching the firm at work. Mainly he 
watches Alan Hassenfeld, who took over as 
chairman when his brother Stephen died 
in 1989. There are dramas within the em- 
pire: Mr Hassenfeld, who seems to lack the 
stomach for hard decisions, delays a reorga- 
nisation of the company too long. When it 
happens, it is bitter and bloody. And there 
is a continuous fight against Hasbro's ruth- 
less enemy empire, culminating in an un- 
successful takeover bid by Mattel in 1996. 

Clearly, Mr Miller warmed to Mr 
Hassenfeld: he and Al Verrecchia, a top 
Hasbro executive, "are truly gentlemen", he 
writes. No wonder, given that Hasbro's boss 
is a dedicated philanthropist and had his 
task thrust upon him. His weaknesses as a 
businessman, however, are made plain in 
the book. Since its completion, Hasbro has 
had more trouble: its shares are worth far 
less than Mattel bid for them, and last year 
it said it would cut its workforce by 20%. It 
does, however, have the American licence 
for the Teletubbies. Parents of American 
toddlers, you have been warned. 
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Auction houses 


Genuine fakery 


SOTHEBY'S: THE INSIDE STORY. By Peter Watson. 
Random House; 336 pages; $25. Bloomsbury; 
£20 


HE English upper classes rarely pro- 

duce dynamic businessmen. One ex- 
ception was the chairman of Sotheby's, Pe- 
ter Wilson, who died in 1984. A ruthless 
competitor, he transformed the 18th-cen- 
tury London firm into the world's leading 
auction house in the 35 years after the sec- 
ond world war. He had a muscular convic- 
tion that, provided a valuable work of art 
could be proved to be the property of its 
seller, it would be wasteful to inquire fur- 
ther into its provenance. Auction houses, in 
other words, were not in the business of do- 
ing art history for free. 

A couple of decades on, Sotheby's, now 
controlled by an American property ty- 
coon, Alfred Taubman, has grown beyond 
recognition. So, too, has its ethical malaise, 
according to Peter Watson, a British jour- 
nalist and art-market expert in this book, 
the reporting for which was shown last year 
in a British television documentary. 

Writing in cold-war thriller mode, Mr 
Watson visits America, India, Italy and 
Switzerland disguised as an important 
dealer, complete with false business cards 
and addresses. At one point, he arranges for 
a researcher—with a hidden camera be- 
hind her crystal brooch—to offer Sotheby's 
in Milan a minor Italian Old Master for 
sale in London. Their representative casu- 
ally arranges for the picture to be illegally 
exported, as though this were a daily 
occurrence. 

More important is Mr Watson’s claim 
that Sotheby’s has handled countless smug- 
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gled antiquities from Italy and, on a bigge 
“scale, India—where unscrupulous dealers 
. ship off rich pickings from their cultural 
- heritage by the container-load, aided by of- 
_ ficials happy to overlook misuse of the dip- 
-lomaticbag. 
. „Mr Watson has. focused on a mass of 

material removed from Sotheby's by James 
Hodges, a disgruntled. former adminis- 
trator of its antiquities department in Lon- 
don who was later convicted for theft. 
< Whatever Mr Hodges’ s motives, the papers 
.bear on numerous. malpractices from 
smuggling to bending: auction rules. 

When the British edition of this book 

Was published. last y ter the television 

posé, it. picked ig headlines. An in- 
It Sc about some of 
ts own internal 
BI while, Christies an- 
x ünced that it had otakt its rival in 
turnover for the first time in 40 years— 
eaten grateful that Peter Watson didn't 
_ poke his nose into its cupboard as well. 
«c Last December, in the wake of Mr Wat- 
p s revelations, Sotheby's introduced a 
- new code of practice to ensure that it does 
~ not sell anything with an uncertain prove- 
n ance. Justi in time, it appears. Only the pre- 
- vious May Sotheby's had sold the so-called 
~ Helene Anderson collection of rare photo- 
-graphs for a record £2m ($3.3m). Herbert 
Molderings, a German art historian, be- 
_ lieves that the provenance given at the time 
of sale was questionable: the collection, 
_ made by a Nazi businessman, was left to 
-his widow, only to disappear from her es- 
| tate after she became senile. Mr Molderings 
-says that he voiced doubts to Sotheby's be- 
: fore the sale, to no avail. 
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à History. of the net 


The right sort 
of racketeering 


SENS A CULTURAL History. By Heiner 
Gillmeister. Leicester University Press; 464 
pages; £60 and $75 


S UNDIGNIFIED deaths go, the passing 
of James 1 of Scotland in February 
1437 takes some beating. Pursued by con- 
spirators, he prised up a floorboard and 
dived into his privy, intending to escape— 
through a small aperture used for cleaning 
it—into his lovely tennis court. But, alas, too 
late he remembered that only three days be- 
fore he had had the little window bricked 
up because he had lost too many balls 
through it: tennis claimed a royal victim. 
He was not the first. In 1316, the 26-year- 
old Louis X of France drank too much 
chilled wine after a protracted and exhaust- 
ing game, sank into a slumber and per- 
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ished. And right at the end of the Middle 
Ages, his descendant Charles VIH was 
showing off his tennis to his consort at the 
castle of Amboise when he ran hard, and 
fatally, into a lintel. 

Tennis, as it is almost universally 
played today, is largely a Victorian inven- 
tion: those kings were playing “real” (not 
“royal”) tennis, its complex and demand- 
ing ancestor. Heiner Gillmeister has spent 
20 years researching the history of both 
games, from misty beginnings until the 
opening of the first world war. His book is 
almost unbelievably detailed: only the fact 
that he offers innumerable illustrations, a 
lengthy bibliography and more than 100 
pages of notes convinces the reader that he 
is not making it up. 

The game seems to have started in 
northern France, as a development of 
knightly tournaments and sieges. It was all 
about attacking and defending gateways at 
first; there were no rackets or nets, but 
teams of three or more threw large balls at a 
sloping roof to start play. In the 13th cen- 
tury, cloisters proved useful and, says Mr 


Gillmeister, “the capricious little hops with 


which tennis balls frolicked along the slant- 
ing roofs of the gallery constituted a not in- 
considerable part of the pleasure which the 
monks derived from their game.” "Reli- 
gious fever" broke out, resulting in the foun- 
dation of new monasteries, the building of 
which was discontinued as soon as the 
cloisters were ready for tennis. 

The meticulous history continues test- 
ing credulity. The monastery grill became 
one of several targets for tennis balls, but 
was later replaced by a small, slanting sieve. 
Players wore woolly socks or pointed *ten- 
nis moccasins”, you read, and gradually be- 
gan to use rackets and a rudimentary net, 
made from a sagging, fringed rope. By the 
17th century, the walls of the court were 







































painted with a noisome cocktail of ox- 
blood, ox-gall, lamp black and a bucket of 
urine: soon afterwards, tennis became un- 
fashionable and all but disappeared—to be 
revived as a modified, open-air sport, in the 
wake of the invention of the lawn-mower 
by Major Wingfield in the 1870s. 

Mr Gillmeister devotes a chapter to the e 
language of the game, though he comes to | 
few firm conclusions. He suggests that the 
term "love" could simply be the opposite of 
cash, as in the expression "for love or 
money"; he rejects the notion that it comes 
from l'oeuf (egg) as illogical. Though he isa _ 
respected linguist, this seems shaky, asso - 
much of English etymology is famously, 
gloriously illogical. Mr Gillmeisters own 
English is more authoritarian than natural. 
He is given to long sentences and strange _ 
usage; people "reap" prizes, "bemourn"de- 
partures and regret "uninformedness". At 
one point, mysteriously, he suggests that 
"the outcome would be a double bagel". 
Easily the longest chapter of this extraordi- 
nary book is devoted to what is, for the gen- 
eral reader, the least interesting subject. 
"Lawn tennis under the Kaiser" gives many 
details of individual games played at Bad 
Homburg in the 1880s. It is less thrilling 
than yesterday's weather forecast, yet Mr 
Gillmeisters opinions become ever more 
fanciful, until he finds himself maintain- 
ing that Count Voss's trip to the green 
courts of the British Isles resembled the 
quest of Sir Gawain, King Arthur's itinerant 
knight. That is, frankly, silly. 

An abiding image, however, lingers 
happily from this last chapter. It is of the 
German officer who was court-martialled 
for playing tennis in civilian clothes. Un- 
daunted, he played in uniform and man- _ 
aged to dislocate his knee when a spur be- 
came entangled in his watch-chain. 
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The record industry should try to use, not crush, Net music bootleggers 


IVEN the choice, a surprising num- 
ber of college kids studying com- 
puter science would prefer to be rock mu- 
sicians. Depending on the age of the 


inmates, programming labs tend to pulse - 


to the rhythm of groups such as the Grate- 
ful Dead or Metallica. It was therefore 
only a matter of time before the campus 
software whizzes started turning their 
hacking skills to music, sending shivers 
through the recording industry. 

Two things made it happen. The first 
was when personal computers with 
enough processing muscle to prise music 
tracks off compact discs and scrunch 
them into little digital packages for swap- 
ping over the Internet fell to the kind of 
prices students could afford. That was 
around 1995 when computers with faster 
versions of Intel's Pentium processor in- 
side dropped to $2,500 or so. 

The second development came soon 
after, when a few underground program- 
mers began giving away home-made soft- 
ware tools for making and replaying 
highly compressed audio files. Since then, 
a global web of underground music clubs 
has sprung up on the Net, offering ar- 
chives of songs by popular and not so 
popular (and downright unpopular) rock 
groups for free downloading. With the 
right equipment, fans can now mix and 
match their own cps from assortments of 
their favourite artists. 


Against the law 

Most of what this underground commu- 
nity is doing is, strictly, illegal. Bootleg 
sites tend to be deep inside college com- 
puters unbeknown to campus officials. A 
small but growing proportion of the mu- 
sic being exchanged is from "garage 
bands" that allow their music to be 
downloaded for free, hoping to be discov- 
ered by a record company. But the bulk of 
the digital music on the Net is copy- 
righted by a major recording studio. The 
Recording Industry Association of Amer- 


ica has declared war on music hackers ev- 





ywhere. Last June, it won a case against 


Jie ume of three Web sites for copy- 
| right infringements. But for every pirate 
 Siteshut down, a dozen spring up. 


What is propelling this roll-your-own 
CD movement is not profit so much as the 
same hacker ethic that drove technically- 
savvy youngsters to become illegal 
"phone phreaks" in the 1970s. The moti- 


vation comes Hom a fascination with | 


technology plus the satisfaction of being 
able to flaunt techno-mastery to like- 
minded folk around the world. Now the 
relevant technology heralds from the ar- 


cane world of “codec” (compression-de- 
compression) software used for shrinking 
bulky streams of digital information, es- 


pecially video and audio, so as to make 


them more handleable. Rock tunes last on 


average four minutes. On a CD, this uses 
40-50 megabytes of storage space. To send 
that information stream over the Net 
with the kind of modem most people use 
(one that can handle 2 28.8 kilobits a sec- 





ond) would take nearly four hours. A 
whole cp would take two days. 

That was before clever codecs. With 
new processing power to play with, 
young music hackers on campuses from 
Kyoto to California grabbed one of the 
best audio codecs around--MP3—to cre- 
ate a global standard for themselves to 
bootleg tracks off cps. The Mp3 codec rep- 
resents the very best sound (Layer 3) asso- 
ciated with a standard devised by the Mo- 
tion Picture Expert Group (MPEG), an 
international body affiliated with the 
United Nations. The latest version of 
MPEG was developed for squeezing high- 
definition television broadcasts—with 
their huge amounts of video and audio 


information—through today’s skinny Tv 


channels. It is also used to store a full- 
length movie with pin-sharp pictures and 
cinema-like sound on the new pvp (digi- 
tal video disc) that is poised to take over 
from the video cassette. 

Apart from being lightning fast at 
compressing and decompressing an au- 
dio file (some codec programs take many 
minutes to work their magic), the thing 


about Mp3 is that it can squeeze a stereo 
| CD track to at least a twelfth its original 
size—and still maintain a fidelity of - 


sound which, to the human ear, is just as 
good as the uncompressed track on the 


CD. But the real beauty to bootleggers is 
that a four-minute song squeezed by MP3 ~ 


takes only 20 minutes or so to download. 
And the space it occupies on the receiving 
PC's hard-drive is a mere four megabytes 
instead of the 40-50 megabytes of the un- 
compressed version. The rule of thumb 
with MP3 is one minute of CD-quality mu- 
sic per megabyte. Suddenly, the Internet 
is alive with Web sites with names such as 
Asmith, Dimension Music and Ministry 
of Sound that offer all the software tools 
for making your own, as well as listening 
to other people’s, MP3 tracks. 


The first thing you need to sample > 


MP3 music is a multimedia PC: one 
equipped with a decent sound-card and 
proper stereo loudspeakers. You then 
need to download an mp3 player—a piece 
of software that decompresses an MP3 
music track and plays it back through the 
PC's sound system. Where to find them? 
The easiest way is to look up “MP3” using 


a popular search engine such as Excite, - 


Infoseek or Yahoo. 

With the player program installed on 
the computer, it is time to get some songs 
to play. To skirt the law, most MP3 sites on 
the Internet have a “try-and-buy” section 
where visitors can browse and download 
songs on the strict understanding that 
they will buy the actual cp if they like the 
MP3 track in question; otherwise, they 
must delete the track from their hard- 
drive within 24 hours. There are, of 
course, no penalties for not doing so. 


Keep out of court 

To create MP3 files for one's own personal 
amusement is probably acceptable—and 
some of the sites mentioned above de- 
scribe in detail how it is done. But to 
transmit such audio files over the Inter- 
net is a serious infringement of the record 


company's copyright. Fortunately for the - 


music industry, ripping tracks off a cp 
(that is the technical term) and compress- 
ing them with an MP3 encoder requires 
skills beyond most casual pc users. The 
loss of revenue caused by music hackers is 
minuscule compared with the damage 
from even a single pirate Cp plant. 
Rather than prosecuting the hackers, 


the record companies ought to be enlist- 


ing them. For one thing is glaringly obvi- 
ous:the underground music networks are 
pioneering a more efficient form of distri- 


bution that the record companies would 


do well to emulate. 
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3 Rus an writers 


Dear WRITER, DEAR Actress—THE LOVE LET- 
_ TERS. OF ANTON CHI EKHOV AND OLGA KNIPPER. 





Ecco Press; 320 pages; $24: Methuen; ; £18.99 


s REETINGS, last page of my life", 
the ibid aile Lad ale Anton 


ents, S Knipper h ha d 





3 newly-formed Moscow Ark Theatre—a x 
"that established her as one of Russia's lead- 
ing actresses. A photograph taken at the 
time shows Chekhov seated at a table read- 
ing "The Seagull", surrounded by a respect- 
cast. Only Knipper stands apart, her face 
n profile, lost in thought. 
-> Though they only became lovers two 
years later, Chekhov's brief postscript 
- marked the start of a five-year relationship 
-that ended in July 1904, when Chekhov 
died. Jean Benedetti, an authority on the 
history of Russian theatre, has gathered to- 
gether a rich volume of letters that charts 
the course of their intense love affair and 
artistic collaboration during the long spells 
they were obliged to spend apart. 

By 1898, the 38-year-old Chekhov had 
moved to Yalta on the Black Sea, in the vain 
hope that its balmy climate would aid his 
struggle against his disease. Kni pper's stage 
«commitments meanwhile kept her in Mos- 
cow, playing Elena in "Uncle Vanya", 
Masha in "Three Sisters" and finally, 
Ranevskaya in "The Cherry Orchard"— 
roles Chekhov created for her. Isolated 
from his friends, his editor and, most im- 
‘portant of all, the theatre, Chekhov was 












“bored asa stu rgeon”, so Knipper provided - 


him with sometimes daily reports on the 
rehearsals as well as the public response to 
his plays. He replied with details of his life 
in Yalta—his gardening, visits to Maxim 
Gorky and the ageing Tolstoy, and, of 
course, his writing. Above all, the letters re- 
veal a deepening love between the pair, de- 
spite agonising separations that sometimes 
lasted months. | 

© Knipper is often painted as an exuber- 


ant figure whose passion for the stage kept - 


her from Chekhov's side. Even towards the 
end, when the feverish playwright came on 
à trip to Moscow, Knipper would stay out 


with fellow actors until four in the morn- 
ing, leaving him in the company of Ivan- 
Bunin. But Chekhov did not mind. A gen- . 
tles. enigmatic man, he had long kept . 


ARCH tATHCGOR 






women at a distance. Even after he married 
Knipper, he was happy for his beloved wife 
just to visit him while his unmarried sister 
went on running his house as before. It was 
only in the last few months that Chekhov 
and Knipper were truly together. He died at 
a German spa, shortly after consulting a 
famous doctor who could do no more than 
shrug his shoulders and depart. 

The imaginary letters that Olga Knipper 
wrote to Chekhov after he died are among 
the most moving. They are filled with love 
and deep remorse at not having aban- 
doned the stage for him. She never remar- 
ried. Half a century later when she was in 
her mid-80s,Knipper was invited to a gala 
performance at the Moscow Arts Theatre, 


during which an excerpt from “Three Sis- 


ters" was performed. At a crucial moment, 
Knipper's powerful voice rang through the 
theatre: she was unable to resist speaking 
the lines she knew so well. 





New fiction 
Wasted chance 


ARMADILLO. By William Boyd. Hamish Ham- 
ilton; 320 pages; £16.99 


Ó bc title, at least, is excellent. An arma- 
L dillo is from the Spanish, a diminutive 
of armado, meaning an armed man, so our 
hero Lorimer Black, is a little armed man, 
and sure enough, towards the end of the 
book, he finds himself with an antique 
Greek helmet firmly stuck over his head 
and face. 

The opening paragraph is exemplary 
too: Lorimer finds a hanged man in a 
torched factory filled with plastic manne- 
quins (little men). Lorimer works for GGH, a 
firm of high-profile loss-adjusters who op- 
erate out ofthe Portcullis Suite of the insur- 














and vivid dreams is at large in a hostile. 


jam--and there are numerous descriptions 






ers, Eoriress SeA it seer 
ers himself against all eventualities. Except 
that one cannot, and the end of the quota- 
tion from WV. Quine, with which Mr Boy 
prefaces the book, emphasises as much 
“We are faced with the problem of error.” 
In the traditional way of tragic heroe: 
Lorimer has difficulty sleeping. So much s 
that he attends the Institute of. Lucic 
Dreams at the University of Greenwich 
where his sleep patterns are monitored 
and his dreams recorded. Furthermore, his. 
family are Romanian gypsies from 
Transnistria, originally Bessarabia, and ^ 
their family name is Blocj, with the ‘f silent _ 
and a dot under the ‘c. Dutifully Lorimer, < 
originally Milo, visits them regularly, gives 
them money and sits by the bedside of his. - 
dying, silent,father,holdinghishand. — 
A little armed man with gypsy blood: 

































































London, in which everybody is on thi 
make, and that includes the flower-selle 
on the corner. The narrative is interspersec 
with italicised passages from "The Book of 
Transfiguration”, in which Lorimer's. pri- ; 
vate feelings are explored. n l 

. You expect an intelligent, thou: 
and interesting thriller; unfortunate 
expectations are subverted by three ina de- 
quacies, surprising in a writer whose previ 
ous work has generally been greeted with 
acclaim and even delight. What is wrong? 
Well, chiefly, the plotting, the characters 
and the writing. 

To deal with the writing first. Some- 
body, an agent perhaps or an editor, might 
have pointed out that to describe “an in- - 
stant headache" as being “above the eyes” is |. 
inappropriate and that phrases like ^ 
“breezy insouciance”, “foolish forlorn 
quest”, “the warm glow of their conspir- 
acy”, “chewing ruminatively”, and “nod- 
ding wordlessly” are discouraging; how- - 
ever, the carelessness is more endemic than 
sporadic. Here’s a typical sentence: “Then 
he did fall asleep for a while, his head full of 
the odd conviction that his life had 
changed irrevocably in some way and that 
nothing from now on would ever be quite . - 
the same.” : 

And here's a typical passage: “It was the ^ 
glance that did it, the glance with its swift, 
uncertain apprehension, its too hurried 
analysis of the optic phenomena available. 

His eyes rushed to judgement; they were 

too keen to see beauty. Whenever he hada; 
chance for a second look the result was... 
nearly always disappointing: the studied . 
gaze was always a severer arbiter." | 

There are pages of such sad stuff. You 
are put in mind of the dictum of the Bell- 
man in “The Hunting of the Snark”: 

what I tell you three times — 
'" must be true. The effect, of - 
course, is to slow things down. 
and hold you up, as in a literary traffic 

















































:  oftrafficj jams sind routes through London. 
The plot is peremptory rather than in- 
decipherable. The complex scams by which 
Lorimer is set up are unravelled in a few 
pages as a matter of duty, you feel, rather 
than commitment. And although the tri- 
umphs and adversities of a loss adjuster's 
duties are well researched and entertain- 
ingly described they seem to count for little 
to a character casually offered a £100,000-a- 
year job by a passing pop icon. 

Lorimer inhabits a world of crooks with 
blow-torches and louche society butterflies. 
But the violence is unconvincing and the 
bed-hopping half-hearted. Tacked on is a 
sub-plot involving Lorimer's passion for a 
model, first observed in the back of a taxi- 
cab. He is fortunate that Flavia Malinverno, 





Italian novels 


AS something happened to 
-" italian fiction? A current 

hot seller in bookshops :s a Bv 
(book-video) called *La Smorfia" 
(“The Grimace”), whose text con- 
sists of transcripts of sketches by 
a well-known comic trio: the late 
film actor-director, Massimo Troisi (“H 
Postino") and two Neapolitan colleagues 
of his from their early days together in caba- 
ret and television, Lello Arena and Enzo 
Decaro. Their most popular comic turns, 
which reinterpret bibical episodes includ- 
ing Noah's Ark and the Ten Command- 
ments, owe something to "Mistero Buffo" 
(1969), a satirical inversion of the old mys- 
tery-play tradition by Dario Fo, an anar- 
chist playwright who won the Nobel prize 
for literature last autumn and whose re- 
print sales subsequently soared. 

In this taste for quick, theatrical farces 
with an easy Tv tie-in, writers of conven- 
tional novels see cause for alarm. Several 
œ defensive strategies suggest themselves. 

* Writing novels that transpose well into 
film scripts is one. Andrea De Carlo is a 
frustrated film maker who turned to fic- 
tion. "Di noi tre" ("About Us Three"), turns 
on friendship and disiliusion against a 





i LaSmorri. By Lello Arena, Enzo Decaro | 

|- and Massimo Troisi. Einaudi; 137 pages; | 
29,600 lire. | 
Di noi TRE. By Andrea De Carlo. | 
Mondadori; 513 pages; 28,000 lire. | 
Bar sport DukMiLA. By Stefano Benni. | 
Feltrinelli. 165 pages; 24.000 lire. 
NON COGITO ERGO DIGITO. By Antonio 
Rezza. Bompiani; 112 pages; 20,000 lire. 


L'ODORE Di SANGUE. By Goffredo Parise. 
Rizzoli; 2 34 pages; 28,000 lire. 
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a violently 1 asty husband, b) susceptible 
aud. ro an ardent and inventive kisser. 
Lucky old Lorimer! Not many picaresque 
heroes find things so straightforward. 

Mr Boyd does parade some endearingly 
beastly baddies, including Torquil Helvoir- 
Jayne, a house-guest from hell, but the tal- 
ent is for caricature, nothing deeper. As al- 
ways with this writer, however, we are not 
short-changed on food or drink or clothes. 
(If you are thinking of wearing a shirt with 
more than one button on the cuff, don't.) 

Perhaps Mr Boyd's publisher should 
suggest a sabbatical. The talent is unim- 
paired, the perceptiveness and wit are in- 
tact, the ambition clearly undiminished. 
What a waste to be so careless. 
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Defending the genre 


 film-world background. It is a 
20-year tale starting in the late 
1970s told by Livio, a successful 
Milan artist whose talent dries 
up. His friend, Marco, a film di- 
rector, makes it to the top in Italy 
only to agonise over an offer to 

work for real money in Hollywood. Near 

the end the two look back drunkenly in a 

London pub on the muddle of their lives: 

both love Misia rather than the women 

who married (and gave up on) them. 

Next to Misia, who was inspired by Mr 
De Carlo’s real-life companion, a well- 
known ex-actress, Marco and Livio seem 
unpardonably wet and unconvincing. By 
contrast, Misia never takes herself or her 
lovers too seriously. "Di noi tre" is readable 
enough. But the art-and-film background, 
so colourfully filled in, gives it an offshore, 
travelogue feel. Particularly in the 
south, Italy has plenty of exotic 
places for novelists to explore. 
Perhaps Mr de Carlo, an intelli- 
gent man, realises that stronger 
writers, Vincenzo Consolo or 
Leonardo Sciascia, for example, 
have already thoroughly ex- 
plored that territory. 

Another line of defence for 
the traditional novel lies, odd as 
it sounds, in new media. Stefano 
Benni may be 50 years old but his 
cyber-novels are popular with 
young readers. His new novel, 
“Bar Sport Duemila" ("Bar Sport 
2000", mixes video gadgets  : 
high-tech talk and old-fashioned 
nostalgia in a world of small - 
town café-bars. But for the over- 
lay of new technology, which 
scares and fascinates Mr Benni, 
this is a setting whose social rela- 





‘tions he has already described well in “Bar 
Sport" (1976). The stories have no one loca- 


2, a) man ede to 





tion but occupy a virtual space of a kind 
writers were using long before anyone had . 
heard of the Web. Many of them are small 
delights, in a dark sort ofway.In one, a poor 
devil whois the only regular in his local bar 
not to have made it on to television, rights 
matters by throwing himself out of a. 
nearby upper window. 

A variant of the new-media defence is to 
combine what used to be called experimen- 
tal fiction with computerology. “Non co- 
gito ergo digito" (dog Latin for “I don't 
think, so I type”) carries the redundant sub- 
title, “A novel with several pretensions”. 
This is a first novel from Antonio Rezza, 
who explains in an appendix that his 
method of composition is to detach the 
mind from the fingers on the pc keyboard. 
After 112 pages of baffling prose, he leaves 
eight blank pages headed “Notes”. Space 
for a do-it-yourself sequel? Readers suspect- 
ing in this novel an anti-fiction fifth col- 
umn will not be surprised to hear that Mr 
Rezza is better known as a comic actor and 
short-film maker. 

Amid such clowning, good writing is 
probably the soundest defence. The best 
italian novel in the bookshops these last 
months was “L’Odore di Sangue” (“Smell 
of Blood”), which Goffredo Parise wrote af- 
ter a heart attack in the summer of 1979 
when he was 50. He was to die seven years 
later without looking again at the manu- 
script and so questions of authorial inten- 
tion cannot be avoided. In editing it for 
publication, Giacomo Magrini and Cesare 
Garboli have, where necessary, made gram- 
matical corrections. They justify the deci- 
sion to publish it today by pointing out 
that, although Parise had indeed put it 
aside at a time when he knew he was dying, 
he left no clear instruction against publica- 
tion after his death. This book is quite dif- 
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Quite pos sibly the largest i ! MBA | another school or have certain credentials. 
program in the world -| There are seven compulsorv courses: 
Economics e Accounting * Marketing 
e Finance * Organisational Behaviour 
"Quantitative Methods * Strategic Planning 
Two electives are chosen from a list of seven: 
Negotiation © Strategies for Change 
Decision Making Techniques 
Government, Industry, & Privatisation 
International Trade & Finance 





There are more than 10, 000 active Heriot 
| Watt MBA students in over 120 countries 
and over 1000 have graduated since 
1990. They range from entre-preneurs 
| and business people to employees at the 
~ | world's largest corporations — inc luding 
among many others: 


Barclays Bank 


8 BMO $ Strategic Information Systems. 
GM ATAT - 4^ Microsoft Human Resource Management 
Chevron * Federal Express j| Each course consists of a loose-leaf 
* Dupont * Bank of America | textbook written for this program by 
. Xerox * Northern Telecom | prominent faculty members at major U.S. 
* Disney * U.S, Army and Navy | and European universities, There are no 
* Prudential * London Stock papers, assignments, or thesis, only a- 
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The Only MBA program in the world that - 
Can be completed entirely by home study 


in Edinburgh, Scotland in 1821. Today, it is 
pre- 
eminent research, scientific, and technical - 
“year at more than 300 locations world- 
wide and a modest exam fee is payable 
< While one can finish the MBA in one D. à 
degrees i in business, science, engineering, . most students plan to fake 18 to. 

| 1998 examinations is Ist Septembe 
. Nine courses are required to earn the... The sale requirement for earning | 
MBA, but one or two may be waived if 

| you have taken comparable courses at- 


E (or potential employers). 
7 their convenience, this program is ideal | . 
“for those who travel extensively. 
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the MBA is passing nine rigorous! 
ibut fair three- hour examinations | 


: The Heriot- Watt MBA by Distance: 
Learning, while rigorous and intellect- |. 
ually challenging, is written to prepare | 
students for real business problems and | 
challenges. » 
Academic theory is used only to J 
underpin practical applications. This |. 
practical case study approach, with itsi 
international perspective, is equally] | 
appealing to students and to employers | - 
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~~ ferent from another postt 


publication in 1992 caused such a stir. Pow- 
erful as it was in places, that manuscript, 
published pretty much as he had left it, was 
pitifully incomplete and nobody could 
really be sure how Pasolini would have 
brought it to completion. Many readers felt 
it would have been better left as an unfin- 
ished work for scholars tc inspect. 

In "L'Odore di Sangue" a husband and 
wife seemingly consent to each other's infi- 
delity as a sort of test that theirs is a happy 
marriage. They continue to affirm their 


ious novel, love for each oth 
Pier Paolo Pasolini's. "Petrolio", whose 


husband tells himself that, whereas his 
young girlfriend really loves him and 
would marry him if he were free, his wife is 
interested only in the sexual pleasure she 
gets from her young man. About that, he is 
half right. Her appetite grows as she satis- 


fies first the boy, then his friends and fi- 


nally the customers looking for street 
whores in Rome. 

Parise wrote this study of jealous pas- 
sion, so different from his previous work, 
during the "years of lead" when violence 





ey talk about iheir 
affairs. With male ae however, the 








plagual Italy, not just in high-level killings 
of a former prime minister and would-be 
president, Aldo Moro, and of Pasolini him- 
self but in everyday life. This corrosive vio- 
lence, talked about by the characters in Mr 
De Carlo’s books only superficially, forms a 
background to “L’Odore di Sangue” and 
makes it almost a despairing book. Parise 
may not have meant to publish it when he 
wrote it. But it is hard not to think that he 
would have wanted it to be made available 
today, if only to provoke argument in the 
uncertain world of Italian letters. 
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PENNESS to foreign influence is one 
theme in this month’s French 
bestseller lists. The long arm of Holly- 
| wood is evident in a clever piece of pro- 
motion by Grasset, the publisher of Yann 
Queffélec's new novel, "Happy Birthday, 
| Sara". Thebook-cover could be a still from 
| “Titanic”, a hit film in France as every- 
where else, even though the book is about 
an unconnected shipwreck in the Baltic. 
Mr Queffélec had not yet made it on 
to Livres Hebdo's fiction bestseller list 
when our table was drawn up. But other 
non-French influences are visible in the 
French fiction list, on which this note 
| concentrates. (Several italian novels are 
| reviewed above) Despite appearances, 
! *Mordoc", at number two, is Patricia 
i 


«OQ 


What the world is reading 


Cornwell’s “Unnatural Exposure" in 
translation. Italy’s bestselling literary 
novelist, Alessandro Baricco of “Silk” 
fame, is at number four with a translation 
of his Conradian novel, “Oceano Mare” 
(1993), which also involves a shipwreck. 

Another thread is that the classic 
French novel, whether story-telling or ce- 
rebral, looks healthy and even popular 
again. Milan Kundera, a Czech-born au- 
thor who now writes in French, is top 
with "L'Identité", a novel of engaging di- 
rectness and wry humour about a couple 
taking stock after the death of a child. Pas- 
cal Quignard, whose books are drenched 
in classical learning, reflects in a more ob- 
viously literary way on love and solitude 
in "Vie secrète”. 





Altogether lighter, though with a mes- 
sage of his own is Philippe Delerm, a suc- | 
cessful writer of essay-like short stories. | 
Happiness, he advises, lies in "minuscule 
pleasures. He has sold more than 
300,000 of his good-news gospel, “La pre- 
mière gorgée de bière”, and he has re- | 
peated it in a new book “I avait plu tout. | 
le dimanche", about enjoying Paris. Not 
so hard, you'd think, unless you live there, 
when you can always grow blasé. | 

Sexual pleasure is the topic of Jean- | 
Claude Guillebaud’s earnest treatise on 
permissiveness and tradition (third on 
the French non-fiction list) while the de- | 
lights of polemic animate “Le Livre noir | 
du communisme”, an essay in anti-com- 
munism after communism, whose au- 
thors have already had to withdraw one 
charge against a distinguished author un- 
der threat of libel. 
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actually own a Patek Philippe. 





You merely look after it for the next 
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Software Winner: 


Ron Dennis, 
Managing Director 
McLaren International 





McLaren is one of the winningest teams 
in Formula One history. 

Since 1966, McLaren has won seven 
Constructor's World Championships, nine 
Driver's World Championships and more 
than 100 Grands Prix. Not to mention 
three Indianapolis 500 wins, the LeMans 
24-hour endurance race and five 
consecutive Can-Am sports car titles. 
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West McLaren Mercedes 

“To win consistently, you have to have 
the best. That's why we've teamed up 
with Computer Associates," says Ron 
Dennis, Managing Director for McLaren 
International. "Processing our engine and 
race data efficiently and intelligently is 
crucial and CA is helping us approach it 
in an entirely new manner." 

Under a technology partnership, 
the West McLaren Mercedes Formula 
One Team and CA are developing an 
innovative new solution that gives the 
racing team's engineers the ability 
to easily assess and analyze the 
Formula car's performance data. 

Built around CA's Unicenter” TNG”, 
the program can monitor the telemetry 
data that the race car transmits to the 
pits while it's racing. Everything from 
throttle response to brake pressure to 
even the G-forces exerted on a driver. 
TNG then displays the data through its 
award-winning 3-D, Real World 
Interface", 

"| have a favorite saying, that is, 
to come in second is to be the first 
of the losers." says Ron Dennis. 

"At McLaren we're interested only 

in winning and we associate ourselves 
only with winning companies. With 
Computer Associates and McLaren, we 
have two winning companies sharing a 
common goal and common partnership." 
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Software superior by design. 
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Entrepreneurs to order 


Tony Blair wants schools to teach entrepreneurship. The think-tank promot- 
ing this idea says that the government could do more to help people to set up 
their own businesses. But in some ways it ought to do less 


HERE was a time when entrepreneurs 

were popular heroes in Britain. Samuel 
Smiles’s book “Self-Help” published in 
1859, was stuffed with uplifting portraits of 
self-made men. There was James Watt, who 
perfected the steam engine; Richard Ark- 
wright, the founder of the first cotton mills; 
and Josiah Wedgewood, who built up the 
potteries industry and who “by his energy 
skill and genius, established the trade upon 


Branson is respected . . . 


a new and solid foundation.” 

The fact that Smiles’s book sold a quar- 
ter of a million copies (a huge number for 
the time) and was pored over by mutual- 
improvement schools all over the country, 
made names like Wedgewood and Ark- 
wright famous all over Britain. By contrast 
Smiles’s descendants would probably be 
hard-pressed to name any modern British 
entrepreneurs. Many would probably 
come up with Richard Branson—of airline 
and mega-store fame—and then get stuck. Is 
this because Britain is now producing 
fewer entrepreneurs? Or might it be be- 
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cause self-made men are no longer cele- 
brated? Or might both things be true, and 
somehow connected? 

It has long been a commonplace 
among some academics that British culture 
has developed an “anti-industrial” bias. 
From the flint-hearted Mr Gradgrind in 
Charles Dickens's "Hard Times" to the 
dodgy-dealing Arthur Daley in the televi- 
sion show “Minder”, the portrayal of busi- 
nessmen in British fiction has 
been mostly unflattering. Under 
Margaret Thatcher, however, the 
government made a determined 
effort to change attitudes—and 
may have got somewhere. Luke 
Johnson, a serial entrepreneur in 
his late thirties whose interests 
range from pizza parlours to den- 
tal laboratories says that: "You 
can now go to a dinner party and 
be unashamed to say that you run 
a shop." 

Tony Blair is also keen on self- 
made men and women. This 
week he gave a reception in 
Downing Street to welcome the 
publication of the Institute for 
Public Policy Research's report, 
"The Entrepreneurial Society", 
giving his backing to one of its 
main  recommendations—that 
entrepreneurship be taught in 
schools. The 1PPR, a leftish think- 
tank, has conducted a detailed re- 
view of the evidence on whether 
Britain really does have an anti-enterprise 
culture, whether it matters if it does, and 
what might be done to turn Britain into a 
nation of businessmen. 

There is indeed evidence that high lev- 
els of entrepreneurship create jobs and 
growth. The iPPR points out that in those 
parts of America where the "birth rate" of 
businesses rises, a period of economic 
growth tends to follow. It also highlights a 
1993 study by Scottish Enterprise, a job-cre- 
ation agency, which found that those parts 
of Britain (especially Scotland) with low 
business birth-rates also tended to generate 





few new jobs and had low economic 
growth. The tentative conclusion from all 
the research is that a high birth-rate for 
businesses is a necessary, though not a suffi- 
cient, condition for a healthy economy. 
The trouble is that it is surprisingly hard 
to measure the rate at which new busi- 
nesses are being born. The previous, Con- 
servative government often pointed to fig- 
ures suggesting a healthy birth-rate: 
between 1979 and 1996 the number of “en- 
terprises” grew from 2.5m to 3.7m. But 
much of this was due to rising numbers of 
self-employed people; an unknown pro- 
portion of these (eg, some taxi drivers) are 
self-employed only in name, working ex- 
clusively as contractors for a single firm. 
The iPPR considered several studies 
comparing the birth and survival rates of 
businesses in various countries. Alas, no 
clear picture emerges: Britain fares well by 
some measures and badly by others. As to 





... Wedgewood was revered 


whether modern British society still dis- 
trusts self-made men in the way that Dick- 
ens did, the evidence is again mixed. The 
IPPR notes a poll suggesting that twice as 
many Germans as Britons appreciate the 
importance of small firms. On the other 
hand an OECD opinion survey found that 
small-business owners have a higher status 
in Britain than in France, Germany or Ja- 
pan, though nowhere is the self-made man 
more lauded than in America. 

Still, while the public may be ambiva- 
lent about businessmen, the government is 
mustard keen to smooth the way for future 
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Labour’s luvvies lost 


66 4 OD help the minister that med- 
dles with art,’ said Lord Mel- 
bourne, a 19th-century prime minister. 
The government is discovering how right 
he was. The singers, actors and directors 
that Tony Blair and his ministers so assid- 
uously cultivated to give the government 
| à fashionable, cultured air are becoming 
| disillusioned. The love-in ts over, 
| the kissing has turned to spitting 
and the government's detractors 
are hugely amused. 

Bill Clinton set the pattern: 
keeping company with Holly- 
wood stars such as Barbra Strei- 
sand and Tom Hanks helped 
make him look hip. So Tony Blair 
invited pop stars to his parties 
(Oasiss Noel Gallagher went; 
| Blurs Damon Albarn stood Tony 
| up,claiming to bea Communist). 
| He made speeches about the eco- 
nomic importance of the arts. He 
set up a Creative Industries Task 
Force, a Film Policy Review 
Group and a Music Industry 
Forum. 

But Mr Blair failed to notice the differ- 
ences between Britain’s and America’s 
luvvies. America’s, being private-sector 
and massively rich, feel comfortable in- 
side the circles of power. Britain's theatri- 
cal types, by contrast, are often state- 
funded and badly paid—they want a 
hand-out more than a handshake. As for 


Tony and Noel, when the going was good 


Britain's rock stars, they have long built 
their careers on rebellion. As the Sex Pis- 
tols succinctly put it, "God Save the 
Queen, it's a fascist regime.” 

The similarity between the policies of 
New Labour and Old Tories has therefore 
led to a nasty reaction. Cuts in benefits to 
single mothers, the introduction of tu- 





ition fees in universities, cuts in funding 
to the Arts Council and the British Film 
Institute, failure to countenance the pos- 
sibility of decriminalising cannabis, all 
these have contributed to the disillusion 
of those who work in the arts. 

The biggest gripe, though, concerns 
the government's plans to introduce a 


welfare-to-work scheme. Some—includ- 
ing Labour's arts minister, Mark Fisher— 
worry that if aspiring pop musicians are | 
forced to work for their dole, they will be 
deprived of the state-subsidised idleness 
so crucial to the creative process. 

Alan McGee, the boss of Creation 
Records which releases Oasis's records, 
gave £50,000 ($81,000) to the government 
in the run-up to the election and is now a 
member of two of those task forces. But he 
recently refused to meet a minis- 
ter in protest at the welfare-to- 
work scheme. As for Michael | 
Bogdanov, artistic director of the | 
English Shakespeare Company, 
he accuses Labour of reducing © 
arts funding to the level of a “car- | 
boot sale" and says “How do I | 
feel? Like a turkey that voted for 
Christmas." New Musical Express 
this week interviews 24 angry 
pop stars about how important 
the dole was to them, and con- 
cludes that *our music, our cul- 
ture, the collective sweat of our 
brows has been bundled up and 
repackaged ... and is being used 
by New Labour spin doctors to 
give this hideously reactionary 
New Labour government a cachet of radi- 
cal credibility." 

The musicians' irritation is under- 
standable. They need to think through | 
their policy prescriptions, however. There 
is a flaw in the argument that a generous 
welfare state generates good pop music: 
Germany. 











Wedgewoods and Bransons. The problems 
that budding entrepreneurs face—in rais- 
ing startup capital, in marketing their 
wares and in expanding without hitting à 
cash-flow crisis—have been well illumi- 
nated by any number of surveys. The rPPR's 
report sets out, in admirable detail, many 
examples of schemes, from Britain and 
abroad, offering advice and financial aid to 
those setting up in business. The trouble is 
that there has not been much rigorous 
study of whether such schemes work—and 
some new evidence, unavailable to the 
IPPR, is not particularly encouraging. After 
the 1993 study showing low levels of enter- 
prise in Scotland, schemes were set up to 
offer grants and advice to new firms and to 
teach entrepreneurship in schools. An eval- 
uation of these schemes published last 
month concluded that the trend of busi- 
ness formation in Scotland had not risen 
relative to the rest of Britain. 

Given this cautionary tale, it is worth 
thinking hard about whether the overall 
benefits to the economy cf aid and advice 
to entrepreneurs really justify their cost. 
The 1PPR, alas, fails to do so—such as when 


64 


it proposes more than doubling the thresh- 
old of annual turnover at which firms must 
register for value-added tax, without cal- 
culating the cost of this to the government. 

Even those of its proposals that seem 
cost-free at first sight may have unintended 
consequences. Take the idea of teaching en- 
trepreneurship in schools. The problem is 
that teachers are also being urged to add 
classes on everything from parenting to 
personal finance. If schools do so, they will 
presumably have to ignore ministers’ de- 
mands that they concentrate on the “ba- 
sics" so that young people will enter the 
workforce more numerate and literate, and 
therefore more employable. 

The case for teaching entrepreneurship 
might be strengthened if it was clear what 
qualities make for success in business—and 
therefore what should be taught and which 
pupils might benefit from lessons. It is 
widely believed that entrepreneurs share 
certain character traits. Smiles listed cour- 
age, patience, perseverance, integrity, self- 
learning, self-discipline, self-respect and 
conscientiousness. But the belief in an en- 
trepreneurial character was undermined 


inastudy published in January, by Andrew 
Oswald of Warwick University and David 
Blanchflower of Dartmouth College in 
America, of 1,300 British entrepreneurs 
who were among the 11,400 people born in 
Britain in the first week of March 1958. 

As they grew up, the 11,400 were moni- 
tored, tested and evaluated in many ways. 
including psychological tests. But when 
Messrs Oswald and Blanchflower searched 
the mass of data, they found that those whc 
went on to become entrepreneurs were no 
more persistent, self-motivated or risk-tak 
ing than the rest. Almost the only common 
factor noted was that those who had re 
ceived an inheritance or gift of money were 
more likely to set up in business. 

Of course there may be many other fac 
tors, ones which are harder to measure 
which drive some people to set up thei 
own firms. One may be a certain level o! 
middle-class comfort in childhood. People 
from poor backgrounds may look for se 
cure jobs in big firms or government. The 
truly rich might not bother to go out anc 
found a business. Both Richard Bransor 
and Luke Johnson come from secure up 
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per-middle-class backgrounds. 

Like many successful entrepreneurs, Mr 
Johnson is highly sceptical of government 
schemes to give advice or financial aid to 
budding businessmen, believing firmly in 
the Smiles philosophy of self-help. He has 
also taken up an idea that Smiles strongly 
encouraged, founding a mutual-improve- 
ment society where entrepreneurs share 
ideas and make useful contacts—some- 
thing that requires neither state interven- 
tion nor taxpayers’ money. 

Mr Johnson believes that the govern- 
ment has most helped entrepreneurs, in re- 
cent years, when it has got out of their way. 
He cites the cut in tax rates in the 1980s 
(making it more worthwhile to try to get 
rich), more flexible labour markets (encour- 
aging entrepreneurs to take the risk of hir- 


ing people) and the growth of management 
buyouts (which have created a new class of 
managers-turned-tycoons). But what could 
send it all into reverse, he says, is the impo- 
sition of European-style restrictions on hir- 
ing and firing workers. 

How unfortunate then that the govern- 
ment, despite its apparent admiration for 
self-made men, is introducing such poten- 
tially job-killing measures as a minimum 
wage, the European social chapter and (ac- 
cording to speculation this month) greater 
compensation in unfair-dismissal cases. 
The iPPR study, alas, ducks such issues. 
Whatever such measures do for those cur- 
rently in work, they are likely to dampen 
the enthusiasm of entrepreneurs for taking 
the risk of hiring new staff as they seek to 
become the empire-builders of the future. 





Northern Ireland 
Boiling point 


BELFAST 


Can the peace process survive more violence? 


E HAS often been predicted that as 
Northern Ireland's peace talks came to a 
head, so violence from those opposed to 
any settlement would escalate. That predic- 
tion looks like being borne out. The timeta- 
ble for the next month contains several 
flashpoints. 

The British and Irish governments have 
set a very tight deadline. They want to hold 
referendums on peace proposals in late 
May in both Northern Ireland and the Irish 
Republic. The plan is to forge an agreement 
by April 10th: then to have three weeks’ 
campaigning, then referendums north and 
south of the border on the same day. Talks 
participants are also being jollied along by 
the Americans. They are meant to be en- 
couraged by invitations to the now tradi- 
tional White House festivities on March 
17th, St Patrick's day. But several of those 
travelling to America are afraid the spot- 
light may be wrenched back to Northern 
Ireland by an atrocity. 

Sinn Fein, the political wing of the IRA, 
has just spent two weeks out of talks be- 
cause the IRA are thought to have killed two 
men, while claiming their ceasefire re- 
mained intact. A meeting with Tony Blair 
on March 12th seemed to pave the way for 
the party to re-enter talks. But there remain 
questions about just how firm the iRA's 
ceasefire is. 

Just a couple of days before the meeting 
with Mr Blair, a mortar attack took place on 
a police station in Armagh. It closely resem- 
bled previous IRA attacks. Mr Adams coun- 
tered a comment by local police, that until 
now mortars had been exclusively used by 
the IRA, with an appeal for those responsi- 
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ble to “admit it publicly". His deputy, Mar- 
tin McGuinness, said he believed the attack 
was carried out by “a small number of re- 
publicans" opposed to the IRA ceasefire. 
Close observers of the IRA suggest that the 
Armagh attack was the work of the splinter 
Continuity Army Council but may have in- 
volved former prominent members of the 
local IRA. The true balance of power inside 





A long and winding road 


BRITAIN 


the IRA may soon become clearer. Security 
and other sources believe the organisation 
will hold a secret convention in the next 
two weeks, to decide if the ceasefire should 
continue. 

Meanwhile, violence by Protestant loy- 
alists continues. A pub shooting which 
killed two men in Poyntzpass on March 
3rd is thought to have been the work of the 
anti-ceasefire Loyalist Volunteer Force. But 
the more mainstream Ulster Defence Asso- 
ciation may well be responsible for a series 
of parcel bombs and attacks on Catholic 
homes. The upA's political representatives 
only recently returned to the talks, after 
their own suspension for killing three Cath- 
olics in January. The other mainstream loy- 
alist group, the Ulster Volunteer Force, has 
held its ceasefire more solidly. This week, 
however, their political spokesmen, the 
Progressive Unionists, pulled out of the 
Washington trip. 

Their leader, David Ervine, said the 
times were too dangerous to risk being 
away. To counter unsettling claims from 
unionist critics like the Reverend lan Pais- 
ley that those in talks are "selling out", he 
needs to keep loyalists apprised of the 
likely shape of any settlement. The security- 
force assessment is that the PUP is more 
worried about a recent explosion in its 
heartland, Belfast's Shankill Road, thought 
to have been caused by people mucking 
around with bomb-making experiments. 

In this febrile atmosphere, several peo- 
ple (including Mo Mowlam, the Northern 
Ireland secretary, and George Mitchell, the 
American chairman of the talks) favoured 
whisking the talks participants 
out of Northern Ireland into se- 
clusion. But the idea of a Camp- 
David-like retreat has faltered in 
the face of opposition from 
unionists. 

After his talks with Sinn Fein 
this week, Mr Blair said agree- 
ment on a settlement was "ag- 
onisingly close". But the negotiat- 
ing positions of unionists and 
republicans seem as far apart as 
ever. Mr Adams has now explic- 
itly recognised that the settle- 
ment will fall short of a united 
Ireland. But he insists that any 
new structures set up must con- 
tain the potential for movement 
towards a united Ireland. The Ul- 
ster Unionist Party insists, just as 
firmly, that they must do no such 
thing. Some weary veterans of the 
talks believe these are only open- 
ing bids. Others think agreement 
was never possible, nor genu- 
inely sought. Either way, the next 
few weeks may well see increas- 
ingly violent efforts to kick the ne- 
gotiating table over for good. 
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Devolution and taxes 


Crossed borders 


EDINBURGH 


URING last year’s referendum on set- 

ting up a Scottish parliament, minis- 
ters were quick to claim that the parlia- 
ment’s power to raise Scots’ basic rate of 
income tax by up to 3p in the pound was 
simple and easy for voters to understand. 
That was before lawyers and accountants 
got their teeth into the legislation. 

They point out that there are people 
whose work takes them back and forth 
across the English border. (The small army 
of workers extending the M6 motorway 
into Scotland is an example.) Are such peo- 
ple liable for Scottish income tax? The Scot- 
tish parliament bill says that someone who 
spends more days in a year in Scotland 
than in England would have to pay the tar- 


tan tax. Fair enough; but how is a day de- 
fined? The bill says that someone will be in 
Scotland if they start or end the day there. 

But Deloitte & Touche, an accountancy 
firm, points out that this rule is biased to- 
wards the Scottish taxman. Someone who 
lives in London and flies to Glasgow to doa 
day’s work, then spends the night north of 
the border before going home, will under 
these rules, have spent two days in Scot- 
land. But a Glaswegian doing a day’s work 
in London and spending the night there 
will not have left Scotland for tax purposes. 

Moreover, says John Swinney, a Scot- 
tish National Party MP, a northern English- 
man doing a night shift in a Scottish factory 
would be spending two days in Scotland; 
were he on the day shift, he would, for tax 
purposes, be wholly English. 

Henry McLeish, a Scottish Office minis- 
ter, points out that there is a second test of 
Scottishness in the bill, which should sort 
out most of these difficulties—where some- 


Revamping the royals 


HE members of the royal family are 

waging two separate campaigns to re- 
claim the hearts and minds of the British 
people, after the disasters of recent years. 
The best known is one run by the Way 
Ahead group—a committee of senior 
members of the royal family and their ad- 
visers. This is intended to modernise the 
monarchy. The other, private, campaign 
is being conducted by Prince Charles's 
staff. It is designed to ensure that he is not 
passed over for the throne. 

The Way Ahead group has been con- 
sidering a mass of changes that could be 
introduced, after depressing results from 
focus groups that it secretly commis- 
sioned from MORI, an opinion-poll com- 
pany. People in the groups said that the 
royals were too distant, and had too 
many grandiose trappings. 

The Way Ahead group has, for in- 
stance, agreed to the government's plan to 
allow the eldest child, rather than the el- 
dest boy, to inherit the throne. It agreed to 
cut down on curtseys and bows. It has dis- 
cussed reducing the number of family 
members allowed to call themselves 
"royal highness". And, since the royals 
reckon that reforms introduced so far 
have gone unnoticed, they have decided 
to hire a top-flight spin-doctor before im- 
plementing any further changes. 

Prince Charles, meanwhile, has his 
own agenda and already has a public-re- 
lations whizz to further it. Mark Bolland 

| is trying to “reposition” the prince in the 

| wake of his ex-wife's death. The plan is to 
make him look friendlier, less controver- 
sial and more modern. 


His tour of South Africa in November 
illustrated the first strand. He joshed with 
the Spice Girls. He chatted informally to 
the press. He took Prince William with 
him, which helped him look relaxed and 
a single father deserving sympathy. 

The closure of his architectural maga- 
zine, Perspectives, was part of the plan to 
cut down on controversy. Prince Charles 
has in the past liked to hold forth on a 
range of subjects—alternative medicine, 
the prayer book and organic farming— 
but it is his sceptical views on modern ar- 
chitecture (perhaps because they struck a 
chord with the public and offended some 
powerful interests) that have created the 


Not waving, but drowning 


one has their main residence. But he con- 
cedes that the government might have to 
look at night-shift workers again. 

Not good enough, says the Institute of 
Chartered Accountants of Scotland. It 
points out that British tax exiles do not have 
to keep a record of days of arrival and de- 
parture to establish their residency abroad. 
The Inland Revenue's response is that the 
Scottish tax is "unique", because travel in 
and out of Scotland is simpler than leaving 
Britain—hence the need for special rules. 
But simplicity of movement will make life 
complicated for some poor taxpayers, who 
will have to record their comings and go- 
ings meticulously. Still, ministers will be re- 
luctant to let them off. As it is the tartan tax 
will raise just £420m ($684m) according to 
a recent estimate, or 3% of the Scottish bud- 
get. Scotland's new parliament will not 
want to risk diluting its puny tax-raising 
power still further. 


ee eee ae 


biggest storm. He is likely to be more re- 
strained in future. 

As for modernity—well, somehow sto- 
ries have got into the press that he is push- 
ing for change while his father is resisting 
it. Leaked stories present Prince Charles as 
the radical, Prince Philip as the conserva- 
tive. Prince Charles, for instance, favours 
turfing Princess Margaret and a bunch of 
minor royals out of Kensington Palace 
and turning it into an art gallery; Prince 
Philip does not. 

It is difficult to imagine that Prince 
Charles’s people are spinning against 
Prince Philip’s people; but, after the rev- 
elations about court intrigue that 
emerged during the feud between Prince 
Charles and Princess Diana, it is just 
about possible. 
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| minister. Worse, it suggested that - 








advice to choose the man “who 


(| Security Harriet Harman, his for- 


^» Geoffrey Robinson, a multi-mil- 


CHANCELLOR'S e speech is a big day in Parliament. 
But nea budget ben Go have their bes At some 





Sk = to » let the Bane iat o merge into a a 
burr, and to muse: when is that serious chap from Kirkcaldy, 


with the head for numbers, going to be prime minister? 
1fMr Brown has made one big mistake during his first year of 
office it is to have planted that question inside so many heads. 


` More exactly, he allowed it to be planted there byh his mishan- 
. dling of the friendly biography 
| published last January by Paul 
.| Routledge. This book made it _ 
| plain that Mr Brown still hopes 


that he will one day become prime — 


Mr Brown would be prime minis- 
ter already if Tony Blair had hon- - 
oured a secret pact to stay out of 4 


n Smith's death. Instead the | 
party followed Peter Mandelson’s 


will play best at the box office, not 
simply appeal to the traditional 
supporters and customers of the 
Labour Party.” 

Now that the fuss stirred by the 
biography has died down, people 
are paying more attention again to 
Mr Brown's performance in the | 
job he has actually got. It has not - 
been at all bad. Of course he has 
had his share of upsets. At Social - 


mer protégé, has got uppity about | 
being told to cut benefits for lone 
parents; the press did not like 


lionaire with complicated tax ar- 
rangements of his own, being put _ 
in charge of squeezing the tax loopholes of the rich; someone 
gave a muddled leak to the Financial Times about the timing of 
Britain's possible entry into Europe's single currency. But these 
are minor scars to set against the big picture. Here, after all, is the 
chancellor who took only four days to free the Bank of England 


- to set interest rates, who has stuck to his promise to stay within 


Tory spending limits, who revolutionised financial supervision 
in the City and who declined to wear a dinner jacket to the Man- 
sion House. A bold reformer, a thrifty keeper of the public fi- 
nances, a no-nonsense ditcher of stuffy tradition—all in all, Mr 
Brown has reason to be satisfied. 

Except, of course, for that foolish biography. The trouble is 


. not so much that Mr Brown and Mr Blair have fallen out. They 


may still be the best of friends. The trouble is that they can keep 
on saying so until they are blue in the face and—as Lord Irvine 
would say—a muckle of good it will do them. The reason for this 
issomething Mr Mandelson would understand. If you're talking 
box office, there is no box office in politics better (remember 
Mo than the ie roping pilhant courtier who would be 
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< Tweedleblair and Tweedlebrown 














king—especially if you can toss in a betrayal as well. It may be | : 


unfair, it is certainly exaggerated, but Mr Brown had better ac- 





cept that his too-naked ambition to be prime minister will col- E 


our the way everything he does is henceforth. interpreted. 






How, though, to become prime minister? He is only 47, but ep 


Mr Blair is younger. Harold Wilson made way for the alder. 
James Callaghan, but such 





New Labour project unravels. In that case the party might turn to 
a chancellor who had somehow kept the Old Labour faith. 
Mr Brown does not need to do much pretending in order to 


be seen that wey: He is o tothe left ofhis prime minister. ` 
His attachment to Labour has a ro- 


mantic flavour that Mr Blairs 
lacks. In speeches he takes time to 


| the working man. In London he 
| butters up the City; among his 





e Old Labour territory, at the Scot- 


Mick MeGahey, a former commu- 
nist president of Scotland's Na- 
tional Union of Mineworkers, for 
having once said—ho hum--that 
"nothing is so painful as the birth 
of a new idea". Mr Brown, in con- 
trast, all but burst into hymn, 
praising the harsh struggle of Scot- 
tish farmers and mineworkers 


the “selfishness and greed of those 
who had power over them." 

The fact that these sentiments 
|. are deeply held does not make the 

brandishing of them any less use- 
ful as a way for Mr Brown to stay 
respectable in the eyes of people 
still agnostic about New Labour. 
Mr Brown has also been an assiduous entertainer (at his own 
expense) of party and trade-union types at number 11. By coin- 
cidence, both Mr Blair and Mr Brown have lately taken time off 
for a spot of pamphleteering. Mr Blair has published one on a 
“third way" for local government; Mr Brown one on poverty. All 
this contributes to an atmosphere of permanent campaigning: 
not only for the next general election but also for the next leader- 
ship battle. 

The fly in the ointment is that Mr Brown is not only a signed- 
up member of the Great Labour Movement. He is also chancel- 
lor. More than that, he is seen by many as the executive prime 
minister in a Blair presidency. It follows that many traditional 
supporters and customers of the Labour Party see both men as 
great betrayers. At some point in a budget speech the back- 
bencher wakes up and notices that the chancellor is cutting 
again and still cares too much about the financial markets. A 
truism of British politics is that chancellors and prime ministers 
stand or fall together. For Mr Brown and Mr Blair, the twin pil- 
lars of New Labour, it may be truer than ever. 


sacrifices are rare. It is marginally - 
more plausible to imagine circumstances in which the whole. | 


- stroke the party's warm spots, jut- 
ting the chin and reminiscing: 
about the stout-hearted stoicism of 


-own he boasts about his painful E 
windfall tax on thefatcats. Deepin © 


against the elements and against |- 
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~ ctish Labour conference last week, |- 
Mr Blair paid cautious tribute to 
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-Preliminary results for the year 
| to 31 December 
1997 "2 1996 


FTO £, 794m  £2,495m 
DS PER SHARE 26. 6.0p 26.0p 








@ The dec lingi in pre-tax profit and earnings per shaře is primarily 
due to a number of one-off charges, while the strength of sterling 
further reduced operating profit by some £154 million. 





e Financial : services trading pi fit f £1,049 million was 7 per cent 
ahead in local: currency. om the general business was 
£6 lion anc and investment business 


ior " ET provisions wor 
uding these and other 


e ‘year Pond 3y /12/97 will be delivered to the Registrar. of Companies and. carry an inqua sified audit. A: 
posted to shareholders at the end of March. Copies of the preliminary announceme 
y BAT industries p Lc C. , Windsor House, A Victoria Street, London SWIH 
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Some of the most stf r 
costly failures 






ec LIAL my pe gi is wasted - 
A A the trouble is, 
half " Generations of after-dinner speakers 
have seized on Lord Leverhulme’s words. 
But they may soon need to find a new quip. 
Recent research has begun to tell the mak- 
ers of consumer goods which types of mar- 


keting actually work. At the same time, new 










ine promotions and special offers. Mar- 


ke ting is not about to become a science, but 
itwill henceforth be easierto tell one halfof 























the marketing budget from the other. 
. ^One surprise concerns price cuts. Pack- 
aged-goods firms spend some $70 billion a 
year on various promotions  - 
These include giving away new 
products and doling out extra 
quantities of detergent or peanut 
butter. But the most common 
ploy—roughly half of all promo- 
tions in, say, Britain—is simply to 
cut the price for a few weeks. Back 
in 1992 Procter & Gamble aban- 
doned "trade promotions", the 
discounts it gave retailers to sub- 
sidise the special offers they use 
to lure customers, largely because 
stores were abusing the system. 
Among marketing men, however, 
price cuts remained as popular as 
ever. It is an article of faith that 
they both reward loyal customers 
and woo new ones. . = 
Now even this is in question. 
For a start, consumers say they 
prefer incentives other than price 
(see chart on next page). Price cuts 
also appear to have little lasting 
effect on sales volumes. In an un- 
published study, a team at 
Purdue University led by Doug 
Bowman spent eight years scruti- 
nising how almost 1,600 house- 
holds in America bought a typi- 
cal household product such as 
detergent. The study found that 
consumers exposed to repeated 
orice cuts learn to ignore the 
‘usual” price. Instead they wait 
for the next discount and then 
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| don’ 't know which 


to monitor sales are helping firms to- 


ar ways to market consumer goods are proving to be 


stockpile the predict They also tend to be- 
come discount junkies, stimulated into 


buying only by ever steeper discounts. As 


Mr Bowman explains, price-promotions 
not only cut margins, but also leave manu- 
facturers to cope with costly fluctuations in 
stocks. 

Neither do most price cuts attract new 
customers. Andrew Ehrenberg, of Britain’s 
South Bank University, tracked customers’ 
buying habits for 25 established grocery 
brands in four countries for up to three 
years. He found that, although sales were 


higher during a price cut, when it was with- 


drawn they soon fell back to earlier levels. 





The unexpected explanation for this was 
that almost all the customers buying the. 
discounted product had tried it before 
seems that brands are built in other ways: - 
price cuts are simply a gift to loyal custom- 
ers. Little wonder that only a third of all 3 
promotions pay for themselves. TUNE 

Another trick is to dazzle the jaded con- . 
sumer with variety. At one time, Procter & 


Gamble was selling 35 variations of Crest " * 
toothpaste and different nappies (diapers) < 


for girls and boys. The average supermarket 
in America devotes 20ft of shelving to 
medicine for coughs and colds. Most of this 
choice is trumpery. New-York-based Mar- - 


ket Intelligence Service found that only 7% _ 


of the 25,500 new packaged products © 
launched in America in 1996 really offered 
new or added benefits. 

“In fact, more choice does not translate 
into more sales. Ravi Dhar, of Yale Univer- 
sity, examined how students decided what 
to buy, based on the number of versions of 


each product-category on offer. As the. 


choice increased, so did the likelihood that. 
students would not buy anything at all. 
John Gourville at Harvard Busi- 
ness School believes that some 
types of choice are more trouble- 
some than others. His—as yet in- 
complete—research suggests that 
consumers like to be offered 
choices in a single dimension: - 
different sizes of cereal packet, . 
say. If they are asked to make - 
many trade-offs, such as whether — 
to buy a computer with a modem -~ 
or speakers, consumers start to 
feel anxious or even irritated. - 


| Spending the other half 


Business School, says most man- |... 
. ufacturers and retailers are un- 
aware of the cost of extending 
lines. Exactly why has been 
shown by Procter & Gamble 
which has learned its lesson and 
has now merged its girls’ and 
boys’ nappies and cut its sham- 
poo lines by a third. The result, 
Durk Jager, P&c's president told a 
conference last year, has been to 
boost market share, while at the 
same time cutting the costs of 
production and nearly doubling 
the reliability of manufacturing. 
This being the dizzy world of 
consumer products, solutions for 
marketing misery are miracu- | 
lously to hand. One is to change — 
the incentives for brand manag- 




















Walter Salmon, also of Harvard 












































ers. The custom in marketing departments 
of moving managers off a brand within 
two years has rewarded those who boost 
sales, even if their favoured marketing strat- 
egy achieves no lasting good. Some firms, 
such as Coca-Cola and AT&T, now employ 
brand equity managers to oversee the long- 
term health of their brands. 

There are also new ways of using de- 
tailed information to target promotions. 
Buzzwords abound—relationship market- 
ing, key-account management, and in the 
world of packaged gocds, efficient con- 
"sumer response (ECR), which has become a 
marketing mantra in America in the past 
= few years. There are two novelties about 
ECR. One is the sheer detail of the informa- 
tion that can be gathered about consumers, 
made possible by the declining cost of com- 
puter power. The other is that this detail is 
not guarded by retailers. but shared across 
- all stages in the supply chain. Ultimately 
such a system helps suppliers to devise pre- 

cise promotions and provides the feedback 


Cheaper in francs 
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Eo loves a bargain, even when 
it doesn’t exist. Take penny shares. 
Economists may despair, but to ordinary 
people they seem cheap. Buying 5,000 at 
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' tween branded and own label products. 
Olivier Geradon de Vera, of Iri- 








| scribes the problem as an accordian. In 


France, Portugal, Spain 


10 cents each feels is a better deal than | 


yn rg their irai 


apparent in France, where - 
Ei i 
ts are looking at how the cur- ~ 
ywill change the relationship be- 


Secodip, an retail-research group, de- 


and particularly - 
Italy, where one euro will be worth more _ 
than one unit of today's currency, the 
price differences. between products will ` 

^al be compressed, v Were Britain to | 





cilleis who: see benefits in 





in arn two re 


- ECR. Tesco is piloting a software system al- 


lowing selected suppliers to monitor sales 
of any of their products at any time in any 
store. Thus they can quickly see how a pro- 
motion is doing and whether the intended 
customers are buying it. Joe Galloway, the 
firm's head of supply-chain systems, reck- 
ons that such information can save 30% in 
promotion costs alone. 

Such systems are still in their infancy. 
But they face two obstacles. First, they will 
work only if suppliers and retailers give up 
the habit of a lifetime and start to see each 
other as allies. A retailer should see itself 
not merely as a distribution channel for a 
suppliers brand, but an integral part of 
marketing that brand. The supplier, mean- 
while, must feel confident that retailers will 
not betray them by handing sensitive prod- 
uct information to competitors or using it 
to promote an own-branded alternative. 

The second risk is that attempts to reach 
the consumer will begin to seem intrusive. 
Susan Fournier, of Harvard Business 
School, has found that consumers are grow- 
ing irritated and overwhelmed by the per- 
sonal information being gathered about 
them in the name of direct marketing. One 
woman recently cancelled her supermarket 
loyalty card after she received a 
personalised letter reminding her that it 
was time she bought more tampons. 
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join the euro, the opposite would occur— 
with £1 worth nearly 1.5 euros, differen- 
tials would seem to expand. 

Priced in euro, supermarkets in the 


- Mediterranean countries may find their 


. Oowndabel products no longer look so 
cheap beside branded products. A bar of 
branded chocolate or soap may currently 


retail for FFrio ($1.63) with an own-label - 


vetsion selling for FFr8, a highly visible 
209; less. However the same products 
priced in euros would sell at around 1.5 
euros and 1.2 euros. This penalises own- 


brands in two ways. One is that people 


pay little attention to what comes after a 
decimal point. The second is that shop- 
pers unfamiliar with. the euro will not 


_ bother to work the saving for themselves. 


Roughly 60% of decisions to buy basic 
groceries take less than 20 seconds. 

Hence, two of the biggest hyper- 
markets in France are trying to protect the 
market share of their own-label goods. 
Leclerc, France's largest chain, has intro- 
duced a range of own-label products 
called Tür repere meaning “refer-. 





vite consumers to use them as a guide 


dual pricing and at new ways to distin- 


 pler, if more drastic, solution: a sustained. . 
.. burst of euro-inflation. - : 






from glass. 


QE is à C(— Its t 4. bil 
lion all-paper bid this week for Lt, a 
telephone company based in Wash- 
ington, pc, and known for the sophistica- 
tion of its marketing, will create America’s 
fourth-biggest long-distance carrier. Qwest 
itself has barely opened for business. De- 
spite having lit up not much more than a 
quarter of its 16,000 mile "greatest-ever" fi- 
bre-optic network and earning a mere 
$14.5m of net profits in 1997, Qwest has a 
market value of more than $7 billion (see 
chart). What are investors betting on? 

The cynical answer is the rare privilege 
of hitching a ride with Qwest's founder, 
chairman and 84% shareholder, Philip 
Anschutz, a Denver oil billionaire and en- 
trepreneur with the Midas touch. However, 
there is more to Qwest. It may still be more 
of an idea than a business, but the idea is 
one of rare power. More than any other 
company, it symbolises a future telephony 
based on undreamt-of bandwidth and the 
Internet. Qwest boasts that its digital infra- 
structure will have the highest capacity of 
any in the world, and be capable of trans- 
mitting the entire Library of Congress 
across America in 20 seconds. 

By sending data in computerised 


ence brand”. The products, which include 
food, household goods and cosmetics, in- 


against which others can be compared. 
The company may price these lines in 
both euros and francs. Carrefour, another - 
French supermarket, is also looking at _ 


guish their own-brands. There is a sim- : 
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Fly non-stop to Australia 
on a Spaceship. 


When Ansett Australia expanded into Asia, we created a new standard of international air travel. We not only introduced 
the world’s most spacious aircraft, but a quality of inflight service for our guests that is unsurpassed. Our inflight dining is 
now recognised as the world’s best. Our Business Class is acknowledged, quite simply, as the finest in the world! And our 
list of destinations in Asia is growing. So the next time you fly to Australia, enjoy the 
luxury of the Ansett Spaceship. And experience a new standard of international service 


that can only be described as out of this world. SERVICE THAT SHINES. ANSETTAUSTRALIA 


Hong Kong, Shanghai, Taipei, Osaka, Seoul, Kuala Lumpur, Jakarta, Denpasar” and 44 destinations across Australia. 


* Not operated by the Spaceship. “Best Lone Haul Business Class Inflieht Research Services. Oxford. Eneland. 1996 and 1997 nint winner) PATTS/AI719 
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ts good to be home again. 


f 


All vou has e to do to make the Four Seasons Hotel Tokyo feel like home is to stay with us once. We'll soon know vour favourite 


newspaper, your preferred wine and that special pillow that lets you sleep like a baby Every night we'll 


collect your shoes for their customary - and complimentary polishing and in the morning we'll wake 


you with a breakfast that would please your mother, and press your clothes while vou enjoy it. E 
A d [Y | " ~ c ry 
All ‘this and a endle to imisd Jon that when your business day is over well be hereto FOUR SEASONS HOTEL 
j Pm 
Tokyo al IPE AO 


welcome you home again. For reservations, phone your travel counsellor or call us directly 


lourseasons com 


10.8. SEKIGUCHI 2-CHOME, BUNKYO-KU, TOKYO 112, JAPAN. TEL. (813) 3943-2222 FAX. (813) 3943-2300 WEB SITE: www 











share price is to 

right. What do you 

answer depends « 

then you clearly do 
‘or all the 















chief executives 
, above all, sales- 
ry) ng to convince the financial 
arkets that their company is a good buy. 
-| Butwhereas ordinary salespeople are told 
«that the customer is always right, the typi- 
cal chief executive acts as though the in- 
_vestor is always wrong. He complains in- 











us, and has never met an analyst who 
illy appreciates his firm’s potential. 
It is hard to criticise managers for act- 
ng as unswerving advocates of their com- 
‘panies. Prospective shareholders might 
rave more honesty, but existing ones 
yould not appreciate a boss who was 
continually talking down their shares. Be- 
sides, a higher share price makes it easier 
for firms to finance their investments. 
-Pleasing investors, however, is becom- 
g more complicated. Besides the usual 
ackward-looking financial measures, in- 
tors also want managers to be specific 
out their firms’ future prospects; and 
nt more non-financial informa- 
to help them fill in the picture. Some 
vocates also want firms to provide 
nore details about their “corporate gov- 
ance” practices, such as boardroom 
cedures and ethical guidelines. How 
ould companies respond to these var- 
d ied demands for information? 


| T List and tell 
| The answer depends largely on what 
^ kinds of information financial markets 
care about. This is revealed in a recent 
| 


4. study by Shelley Taylor & Associates, a 


consultancy based in Palo Alto. The study 
(“The Care and Feeding of Institutional 
-| Investors") examined the demands of the 
.| biggest institutional investors in Amer- 
|: ica, Britain and continental Europe, and 
compared these with what firms actually 
disclose. It found that investors rate one 
measure above all else: free cash flow. 
This is the amount of cash a firm pays to 
investors after meeting its investment 
needs. Economists have long argued that 
it determines a share's long-term value. 
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.cessantly about the market's short-term 


Most managers, however, have re- 


fused to believe this. Instead, they con- 


tinue to rely on non-cash accounting 
measures to guide decisions, destroying 


value in the process. More importantly, | 
many managers underestimate investors, 


and their ability to price a business fairly 
when they are well informed. 

This has discouraged firms from be- 
ing frank with shareholders. Although the 
disclosure of cash flow itself is easy 
enough (and is required by many ac- 





counting standards), Shelley Taylor's re- 


search suggests that information which 
helps investors gauge future cash flows is 


. guarded closely. Investors want more de- 


tailed information about specific busi- 
ness segments; an account of how firms' 


results compare with their internal per- 


formance measures; and, of course, hon- 
esty about bad news. European investors 
are concerned with market leadership, 
while American investors are interested 
in firms' strategies. 

The study also shatters a few myths, es- 
pecially those surrounding corporate gov- 
ernance. Of the 19 kinds of corporate-gov- 
ernance information considered, only 
one—executive pay—ranked among the 
top 20 issues investors care about. And 
they are concerned mostly with the way 
in which pay relates to performance, not 
with its level. This is not surprising, since 
the boss’s incentives have a big effect on 
future performance. Managers of many 


public-sector pension funds, who make a 


song and dance about corporate gover- 
nance, seem to behave like vote- 
maximising politicians rather 

profit-maximising money managers. 


than 


to talk about their plans. 

The most important conflicts, how- 
ever, are the fault of managers themselves. 
Making their goals public exposes them 
to more scrutiny, and despite all the talk 
about shareholder value and accoun 
ability, chief executives do not like that. 


That is why many people advocate 
better standards of disclosure that would 
force firms to reveal more information. - 
Yet, although better standards would . 
help, they are no panacea. They are often 
easy to manipulate, and the things inves- 
tors care about differ across industries, : 
making it hard for a single accounting 


system to capture. them effectively. 
: Competition is a bigger incentive to 


inform. As firms develop better tech- ` 


niques for measuring intangible assets, 


such as R&D or human capital, firms with - 


the least to hide will begin to employ 
them—without waiting for the regulator's 


command. Skandia, a Swedish insurer, is- 


already measuring intellectual capital. 


And several consultancies, such as Price 


Waterhouse, have begun a search for 
softer. measures to complement the 
harder tools—such as Stern Stewart's 
"Economic Value Added" (EvA)—that are 
already widely used. 

Compared with standards, compe- 
tition has a much better chance ofturning 
out useful measures. If these prove credi- 
ble, as EVA already has for some kinds of 
company, the firms that adopt them will 
win a boost in their share price. Those 
who have something to hide may soon 


find that the test of a good manager be- 


comes a lot less simple. 


aii RUN drerit Mey denter eom ra attore more Cte ener ems tagen a a nra qe A ant RA MA 


Knowing what investors care about is. | 
one thing; knowing how to inform them ` 
is another. For a start, managers often face... 
conflicting objectives. Detailed informa- 
tion about strategy and business seg- | - 
ments, for example, can help competitors Sp 
if too much detail is disclosed, hurting | 
shareholders in the process. This has long | 
been cited as an advantage ofGerman-or |. 
Japanese-style capitalism, where banks. | — 
that own lots of shares are the only share- 
holders that get detailed information. 
One way for firms in shareholder- 
| friendly countries to overcome this is to 
hold private meetings with groups of in- 
stitutional investors. In America and Brit |. 
ain such meetings are now common. Pro- 
vided the information is not abused, | 
regulators are prepared to allow thiskind 
of exchange. In America, Congress has | 
also made it harder to sue a company just 
because something unexpected happens. _ 
This should make it easier for managers. | 




























































































plicated switching of older etworks. 
pipes can operate at costs that old-style 
telecoms companies only dream about. Joe 
Nacchio, a refugee from AT&T and Qwest's 
chief executive, rubs his hands at the pros- 
pect: “I can sell OC-48s [ultra-high speed 
2.4 gigabits per second circuits] at such 
amazing profit that if I wanted to achieve 
better margins through diversification, I'd 
have to import illegal drugs." 

Yet even that does not quite explain 
why Mr Nacchio's company should be val- 
ued four or five times more highly than a 
not very different next-generation network 
specialist such as the Texas-based 1xc, 
which has rather more of its fibre opera- 
tional than has Qwest. Forrester, a usually 


sober consultancy, swooningly describes. 


Qwest as a "visionary rule-breaker" and 
"with its deep management smarts, tech- 
nology and oodles of capital", reckons it is 
“the early favourite in the bandwidth 
game”. 

The only slightly more sceptical Boyd 
Peterson at the Yankee Group, another 
telecoms consultancy, thinks that Qwest 
has excelled at claiming “high-end psychic 
real estate”. It has brilliantly sold itself both 
to Wall Street and to a wider constituency 
with its “Ride the Light” advertising and 
^X what it calls its “renegade roots”. 

| The firm has maintained a constant 
flow of news that has kept it in the head- 
lines: the capture in 1996 of the ever-quot- 
able 47-year-old Mr Nacchio, who used to 
run AT&T's $26 billion-a-year consumer di- 
vision; a successful initial public offering 
nine months ago; a string of deals selling 
space on its network to big-name compa- 
nies such as usWest and Cable & Wireless; 
and a two-for-one stock split in February af- 
ter its shares had streaked to $74—more 
than three times the 1PO price. | 

Last month, in a further blaze of public- 
ity, Qwest launched the world's first un- 
compressed Internet telephony service. Be- 
cause most Internet voice calls are 
compressed by a factor of five to squeeze 
them on to overloaded networks, they usu- 
ally sound as if they are coming from inside 


a tin bath. But Qwest's huge bandwidth al- 


lows it to offer high-quality, any-time, do- 
mestic long-distance calls at 7.5 cents a 
minute—half that of Ar&T's traditional of- 
fering. 

And now comes the. deat with rci that 
will plant Qwest even more firmly on the 
map. in some ways, it isasmaller version of 


- WorldCom's bid for mci Like WorldCom, 


the smaller company is taking advantage of 
its highly rated paper to buy a bigger and 
better-established operation that brings 
with it customers, retail presence and reve- 
nues. Ac ording t to o Richard, Klugman of 

dman § an investm ent tbank, the 






E andi is eed p a customer base. 


74 





: on fro j ng its network” By Joining s | 
:they can acquire scale more quickly, while- 


making big savings by avoiding expensive 
duplication. 

Another possibility, though, is that 
Qwest itself will fall victim to America’s 
telecoms-merger frenzy—perhaps to a Baby 
Bell in a hurry to enter the long-distance 
market. Qwest may be just too dangerous 
for its own long-term independence. 





South Korean joint ventures 


Look before 
you leap 


SEOUL 


J ITH so many South Korean firms in 
dire straits, it is hardly surprising 
that westerners are flocking to Seoul in 
search of bargains. Gm and Ford are both 
close to establishing joint ventures with 
Daewoo and Samsung, two local car mak- 
ers, respectively. The logic of such deals is 
seductive: most South Korean companies 
are short of cash and their shares are cheap, 
so outsiders should be able to dictate the 
terms to their own advantage. But history 
cautions joint venturers to beware. 

Last year, for example, J.P. Morgan, an 
investment bank, forged a fund-manage- 
ment joint venture with the Samsung 
group. It fell apart within months. 
Samsung saw the joint venture as Just an- 
other of its subsidiaries, and expected it to 
behave as such. Staff salaries were capped 
at levels too low to attract much talent, and 
the firm was required to place orders only 
through Samsung’s securities arm. 

General Electric’s GE Capital had an 
equally disastrous experience in 1996 
when it joined forces with Sindo Ricoh, 
which makes photocopiers and fax ma- 


chines. Ge had big plans for the venture, 


hoping to move from offering loans for of- 
fice equipment into the corporate finance 








venture, v was: afraid to step ouside: its con- í 








sumer business. Preliminary talks sug- 
gested that the match might be uncomfort- 
able, but the Americans had little choice if. 
they wanted to break into South Korean fi- 
nancial services. The government refused 

to let it set up on its own, and Sindo seemed: 

the best partner. Earlier this month: GE 

moved to dissolve the venture. 

Most such troubles stem from South Ko- 
rea’s restrictions on foreign ownership. Un- 
til recently, outsiders were barred from 
owning controlling stakes in joint ventures 
in "strategic" industries, such as finance. 
This allowed South Korea’s chaebol (con- 
glomerates), which like to use strong sub- 
sidiaries to prop up weak ones, to plunder 


joint ventures’ coffers. 


Convinced of the need to grow, even if 
profits suffer, the chaebol often got the 
joint venture to put most of its profits to- 
wards expanding market share, leaving the 
foreign partner's shareholders feeling pow- 
erless. A survey by the Economist Intelli- 
gence Unit, a sister company of The Econo- 
mist, found that in 1996, a good year for 
South Korea, wholly owned foreign firms 
enjoyed more than double the operating 
profit of joint ventures. In 1993, a bad year, 
wholly owned foreign firms made almost. 
five times the returns of joint ventures. Ana- 
lysts say the normal lifespan for a South Ko- 
rean joint venture is four to seven years, 
compared with decades in most other 
countries. Few foreign firms go into a joint 
venture with a prenuptial agreement, 
which makes them vulnerable to being. 
fleeced when the marriage dissolves. 

Foreign firms are finally learning to 
overcome such obstacles, says Tim O'Brien, 
head of the South Korean practice of 
Coudert Brothers, a law firm. Even when 
they are minority partners, they are now de- 
manding clauses in the contracts that pro- 
tect against the worst abuses. Some specify 
what proportion of profits will be paid as 
dividends. Others insist that their own peo- 
ple keep the books, to watch for the undis- 
closed loan guarantees and payments be- 
tween subsidiaries that are often hidden in 
the unconsolidated accounts of South Ko- 
rean firms. And many list “deal-breaker” 
business decisions over which the foreign’ 
minority partner should have a veto. 

The safest course for an outsider is to 
buy a majority stake. This is getting easier. 
The conditions of 1997's IMF bailout will 
accelerate the opening of South Korean in- 
dustry to foreign ownership. Wholly 
owned and majority-owned foreign. ven- 
tures accounted for more than 60% of the: 
total last year (see chart), a number that is. 
sure to grow. For all the talk of a new em- 
brace for foreign investors, there is. nothing 
like board room control to guarantee it. 
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State ownership in Italy 


Jolted 


ROME 


MONG the smoking ruins of the Eu- 
rope's state-owned heavy industries, 
few have seemed more deserving of their 
fate than Italy's state-controlled firms. For 
years, conglomerates such as IRI and ENI, 
which were involved in an astonishingly 
broad range of businesses, were infa- 
mously inefficient and poorly managed. 
Yet, even among the rubble, renewal is pos- 
sible. The latest to prove it is ENEL, Italy's 
state electricity utility. 

Changeat ENEL has two causes. The first 
is external pressure: later this month the 
Italian parliament is expected to endorse a 
directive covering electricity issued by the 
European Union. This would open the 
market to competition, allowing large us- 
ers, which account for about a quarter of to- 
tal Italian demand, to choose their electric- 
ity supplier. The second cause of change is 
altogether more surprising: ENEL is being 
well managed. Since June 1996, the firm 
has been run by a new board. At its head, as 
chief executive, sits Franco Tato. 

MrTato, who came from the private sec- 
tor, has set off in pursuit of shareholder 
value (although with privatisation politi- 
cally entangled the only shareholder is the 
Treasury). He has startled the Italian elec- 
tricity industry along the way. The top pri- 
ority has been to reduce costs. Above all, 
that has meant shedding staff. Although 
9,000 job cuts out of 96,000 when Mr Tato 
took over might not seem like many, it is a 
big change to workers for whom lifetime 
employment seemed an unacceptable level 
of job insecurity. Moreover, the 1,350 
dirigenti, or senior executives, have borne 
more than their share of the cuts. ENEL’s 
structure has changed too: a monolithic 
organisation has been split into six service 
companies and three operational compa- 
nies (production, transmission and distri- 
bution). Five management levels have been 
reduced to two, and the jobs of about 2,000 
middle and senior executives redefined. 

The warmth between management and 
workers has cooled in the past 18 months— 
as have ENEL's relations with the rest of the 
industry. In July last year the firm upset in- 
dependent power producers by refusing to 
accept spill-power, the surplus electricity 
hey generate beyond the amount that 
ENEL has agreed to buy. Three months later 
:ustomers in the steel, aluminium and pa- 
der industries were offended when ENEL 
lecided not to renew contracts to provide 
hem with supplies at reduced tariffs. 

The enemies were not made in vain, 
i0wever. Mr Tato's efforts are apparent in 
iealthier accounts. The staff cuts lowered 
xayroll costs to 4.5 trillion lire for the first 
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six months of 1997, down 4.6% from a year 
earlier. The spill-power decision could save 
another 80 billion lire. And better financial 
discipline—above all a 2.5 trillion lire re- 
duction in ENEU'S debt, to 31.8 trillion at the 
end of June 1997, helped by falling interest 
rates—has cut financing charges by 21.6% 
over the same period. The improvements 
were not reflected in pre-tax profits, which 
fell by 7.5%, to 2.8 trillion lire on revenues of 
18.8 trillion lire for the first half of 1997, but 
this was partly explained by a government 
decision to cut electricity tariffs which cost 
the company 465 billion lire. 

Mr Tato is equally pugnacious about 
the future. “Losing a monopoly is an 
opportunity,” he declared last year, after 
launching a series of joint ventures—both 


Moonrakers 


I: IS nothing like the leap Neil Arm- 
strong took three decades ago, when 
he first set foot on the lunar surface. But 
last week's discovery of water on the 
moon is a tip-toe towards the conquest 
of the heavens. Given the astronomical 
cost of shipping water into space ($60 
trillion, NASA reckons, to shift the 
amount it has found from earth to 
moon), the find knocks down the price of 
a lunar base. There are still a few ques- 
tions, however, hanging over the 


colonisation of the final frontier. Tech- 
nology and homesickness aside, one of 
the biggest is legal. Who owns the moon? 

At present all of the world’s nations 
are subject to international space law— 
because they all agreed to the 1967 Outer 





| A big step for lawyers 


BUSINESS 





Space Treaty which created it. The treaty 
says that the moon belongs to all man- 
kind. At first glance, this makes it hard 
for private organisations to exploit the 
moon’s mineral wealth for their own 
benefit. Many international lawyers, 
however, think that there are loopholes. 

In fact, the treaty is so vague that the 
UN made an abortive attempt to supple- 
ment it with another Moon Agreement 
12 years after it had originally been 
signed. The aim was to bring the moon 
under similar rules to those which gov- 
ern the ocean floor: in international wa- 
ters, no country or company is permitted 
to own mineral rights. If enough coun- 
tries had signed the UN treaty it would 
have become international law; but only 
a handful did so. America and the Soviet 
Union were not among them. 

The Moon Agreeement was killed in 
America's Congress by a handful of activ- 
ists belonging to a society called “1-5”, 
which hopes to set up colonies in space. 
Just as the East India Company and its 
counterparts made it easier for Europe- 
ans to colonise other continents, “L-5” 
thinks that it will be easier to tame space 
if colonisers can establish strong prop- 
erty rights over lunar minerals. 

In theory, the agreement's failure 
leaves the way open for commercial ex- 
ploitation. Some companies, such as 
America's Luna Corporation, have al- 
ready been planning commercial trips 
to the moon. The discovery of water 
makes other options financially feasible. 
In addition, NASA has created a selection 
of “off-the-shelf” rocket designs—reduc- 
ing their cost from billions of dollars to 
millions. NASA says it will sell them to 
any interested buyers. But as in other in- 
dustries, the best business plans must be 
backed by a solid legal team. 











Entergy, both American energy groups. All 
involve upgrading plant to modern com- 
bined-cycle technology and are designed to 
counter the risk that ENEL will be stuck with 
unusable capacity once the market opens 
to independent power producers with 
more efficient plant. ENEL's 50,000MW rep- 
resent about 8096 of current Italian generat- 
ing capacity, but the firm thinks that it will 
supply only 40% of demand in 2003, com- 
pared with 66% in 1996. 

Italy's competition regulator is watch- 























British television 


Digital doubts 


J HEN satellite rv was launched in 
: Britain in 1989, most of the people 
. who mattered were dismissive. They main- 
. tained that nobody would want an ugly 
- dish on their house; nobody wanted lots of 
. channels; and nobody would pay for Tv 
when they could get it free. Now that pay-Tv 
ds a £15 billion ($25 billion) business and 
the market value of BSkyB, the country's 
main satellite broadcaster, is greater than 
that of the total rv assets of listed British 
firms, caution looks distinctly foolish. 

This legacy is especially dangerous now 
that Britain is on the threshold of the next 
big launch: digital rv. BSkysB knows it won 
in analogue pay-rv because it took risks 
and got to the consumer before cable 
did. Advertising-supported commer- 
cial firms and cable firms are deter- 
mined not to be left out a second time. 
All are thus determined to spend. 

BSkys plans to launch digital satellite 
Tv in June; digital | terrestrial (over-the-air) 
tv is due in the autumn, as is digital cable. 
On March 10th Cable & Wireless, the big- 
gest cable company, placed the world’s first 
order for digital set-top boxes that will give 
subscribers access to the Internet. Britain is 
introducing nationwide digital services be- 
fore the United States, where the networks 
are nervous of the economics. 

The big expense will be set-top boxes, 
which unscramble the digital signal. They 
will cost around £500 each to make, and 
since consumers are unlikely to pay that 
*. much, the rv companies will have to subsi- 
.. dise them, to bring the price down to 

: around £200 or lower. To do that just for 

: the 5.2m houses that currently receive pay- 
woi st more than £12 billion. 

So ho ' are the companies going to 





. make. money? Britain's. pay-rv sector al- 


ready makes a loss,. because the cable-rv 
compan ies | losses more than offset aSkys's 
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aims to float the companies and sell its 
stakes to raise cash and reduce debt (though 
Mr Tato complains that nobody believes 
this). Yet a listing would still leave the com- 


pany in control of Italy's national grid, 


which independent producers need to use 
for transmiting power. The authorities 
would do well to insist that the grid be sold 
too. It would be a pity if Italys modern- 
minded success was built on the old habit 
of exploiting consumers. 


Overthe next couple of years, British television companies will spend between 
£112 billion and £2 billion on launching digital television. This looks Hm 

























profits. It is hard to see. lios digital will 
change that. True, the costs of transmission 
will fall, because up to ten digital channels 
can be squeezed into the bandwidth of one 
analogue channel. But to recoup their in- 
vestment, the Tv companies will have to 
sell new services to subscribers. - 

Some cheap new programming is being 
prepared, but the main new idea is ^multi- 
plexing". As Adam Singer, chairman of 
Flextech, a subsidiary of TŒ, the American 
cable giant, told a conference recently, “In 
the analogue era, we called them repeats. In 
the. digital age, it's multiplexing.” The Tv 
companies hope that, if they stick the same 
old programmes on a different channel in 
a different order, more people will watch 


them—though it is hard to know why view- - 










ali TV, it i$ ea to be flm. Or Or f 
12th, a consortium of most of the big cable. 
companies launched "Front Row", à pay-- 
per-view film service to compete with.a- 
similar service on satellite. Both of these, 
when digital comes, will evolve into "near-- 
video-on-demand” (NvOD): eight films, say, 
will occupy 64 channels, with a screening 
of each starting every 15 minutes. By offer- 
ing films (almost) at the viewers conve- 
nience, TV companies hope to capture the 
£17 billion of business that now goes to 
video shops and cinemas. 

That may not be easy, however. As John 
Watts of Spectrum, a media consultancy, 
points out, experiments in America and 


Europe suggest that this will be no money- 


spinner in the first years. Even digital Tv 
can offer only a few films compared with 
video shops. The film studios, who know 
that pay-per-view will cannibalise video 
rentals, are keeping half of the gross reve- 
nue. Transmission will be expensive— 
around £20m annually for ten films on sat- 
ellite. Oliver & Ohlbaum, a media consul- 
tancy, estimates that such a service is un- 
likely to make a profit until 2003. 

BDB, the terrestrial consortium launch- 
ing in theautumn, has only 15 channels, so 
cannot offer Nvop. It will have technical 
problems, too: parts of Britain will never be 
able to receive its signal at all, and some 
households will need to upgrade their 
aerials, which could cost up to £100. | 

Cable will offer more channels, but not 
as many as satellite. While cable subscrib- 


4, ersareswitching from analogue to dig- 


ital—which might take years—cable 
firms will have to transmit both types 
of signal, limiting to around 75 the 
number of digital channels. This al- 
lows for not much more than a basic 
NVOD offering. 
BSkyB will have around 150 chan- 
nels, but faces other problems. For à 
start, its entire business plan is at risk. It 
had set up a consortium with British 
Telecom, Matsushita and Midland Bank, to 
help subsidise the cost of set-top boxes. The 
European Commission's antitrust regula- 
tor is threatening the deal. Also, most of 
BSkyB's basic programming comes from 
Flextech, which is unhappy that BSkys has 
made all the money out of pay-TV so far. 
Flextech wants a bigger cut, and is stalling 
on a digital deal with BSkym. Without 
Flextech, BSkys is stuck. The satellite broad- 
caster is also in dispute with BDB, which 
has chosen a set-top box with a different de 
coding system; this could lead to a box war. 
Eventually, digital rv. will work, be 
cause it must: the government wants all 
to be digital within 15 years, so it can sell the 
spectrum. vacated by analogue TV. Tha: 


| leaves t time for plenty of raong to ybe lost. 
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THE KEY TO AFRICA’S GOLDEN MAP 


recent profound changes in their business and political climate. This 


This map of Africa is in fact a magnified gold particle discovered 
by chance at our new Sadiola mine in Mali. In our continuing 
exploration for Africa's riches, however, nothing is left to chance, 


but is backed up by a prospecting budget which is among the 


world's highest 


Anglo American Corporation, one of the world's biggest and most 

‘rienced | f he | t the 20tl 
experienced mining groups, born in Africa at the beginning of the 20th 
century, is also one of the continent's success stories. So there is little 
wonder that we have the specialised skills, expertise, local knowledge. 
commitment and access to capital to unlock its treasures, creating jobs 


and prosperity for its people 


We are prospecting not only for gold, but for a wide range of other 
minerals and base metals in more than 25 African countries — a vote of 


contidence not only in their prospective mineral wealth, but in the 
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grass roots exploration is increasingly balanced by a willingness to 
pursue prospects in partnership with junior as w ell as other large 


mining < ompanies 


A constant striving for innovation, based on more than 80 vears of 
expertise, has kept us at the cutting edge of mining technology. In South 
Africa we have pioneered ultra deep mining, extracting gold more than 5 
kilometres beneath the surface of the earth. But we also have the 
knowledge and the know-how to bring a 1,000 year old mine in Mali 


into profitability 


When it comes to unlocking Africa's riches, the key is Anglo American 


Anglo American Corporation 


THE CUTTING EDGE OF THE NEW AFRICA 
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The key to managing a global organization is to make it seem 


less, well, global. Our enterprise software—trom Human 


Resources and Financials to Supply Chain Management and 
M 1 


Manutacturing—is flexible, comprehensive, and designed 


around vour world. Not ours. To find out what we can do 


for you, call 1-510-225-3000 or visit www.peoplesoft.com 





NEC Multim 


Video on Demand from NEC Multimedia. Now you Cam go tothe opera without leaving 


whenever you want it. You'll be able to access your favourite movies, shops, banking services, art ga 





Icomes you home. 
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Unmatched utility and productivity. Flight time that’s unproductive can 
have a negative impact on your bottom line. With the Boeing Business 
Jet, you can have a productive day at the office while en route to the 
next business commitment. 


The Boeing Business Jet can be used for conferences on the ground 

and for complete communication with the home office while in the air. 
This versatile space provides the same features found in your headquarters 
building: generous rooms for presentations or meetings with coworkers, 
well-lighted individual workstations, executive offices, visual aid support, 
plus full digital and voice communications. The Boeing Business Jet 

is delivering the flexibility essential to your productivity. 


The Boeing Business Jet. It’s a smart business move. 





For more information about new dimensions 
in space, comfort, utility, and support, contact 
Borge Boeskov, president, Boeing Business Jets. 
Call 206-655-9800 or visit our Web site at: 
http://www. boeing.com/bbj 
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s PARIS 


An international ag ment on n foreign investment has slipped out of reach. 


5 Whaty went W 






sat down to 























in September 
otiators felt sure they could do for invest- 
nent what had already been achieved for 
de in goods and services: create a set of 
lobal rules that would lock in liberalisa- 
n, replacing a patchwork of 1,600 or so 
ateral investment treaties. They also 








inst foreign investors, just as global talks 
é gradually lowered trade barriers. 

That hope has long since doi 
alks on the Multilateral Agreement on In- 
estment, or MAI, have drifted aimlessly for 
Imost three years. As their self-imposed 





omic Co-operation and Development 
ow accept that there will be no early deal. 
The current 140-page draft text isa pale imi- 
tation of the document originally envis- 
ged. Yet the watered-down pact seems to 
; much disagreement now as when 
as first mooted. After all this time, nego- 
ators are still wrangling over procedure. 
mall wonder that wags have begun pro- 
ouncing MAL with an Italian accent: in 
j Italian, mai means "never". | | 
> C MATS misadventures are uhfortinate, 
_ because the case for binding investment 
-rules is strong. The annual flow of cross- 
- border direct investment has more than 
-doubled since 1992 to nearly $350 billion 


(see chart on next page). But there are many - 


countries where foreign investors cannot 
be reasonably sure of being treated fairly. In 
“most, foreign-investment policy tends to 

yo-yo. The benefits of rules that prevent 
: backsliding, and encourage countries to be- 
come more investor-friendly, are therefore 
 Obvious. Less obvious is how, and where, to 
«write them. 
.—^ Deciding to travel via the OECD was the 
first mistake. Certainly, OECD members are 
.at the heart of the matter: they are the 
source of 85% of all foreign direct invest- 
“ment and home to 60% of the inflows. The 
 2,000-strong OECD secretariat, based in 





ped that an agreement would set the 
or dismantling remaining barriers. 


eadline of April 27th draws near, the 29 - 
embers of the Organisation for. Eco- 


Paris, was only too happy to handle things. 
And at the time, many developing coun- 
tries had balked at the idea of yet more talks 
at the World Trade Organisation (wro), the 


 overseer of global trade and possible alter- 
native forum for the investment talks. 


But there were also good reasons not to 


use the OECD. One was that much of the dis- 7 
cussion there was bound to duplicate nego- | 


tiations at the wro. Another ill omen was 
the fact that the oecp knows much more 
about economic research than crafting 


trade rules. Its last attempt to create bind- 


ing rules on investment—a much less ambi- 
tious stab in 1991--ended in failure. “It was 
clear from the start they were out of their 
depth,” says one MAI negotiator. 

Most of the OECD countries have func- 
tioning legal systems and little discrimina- 
tion against foreign investors, which makes 


an investment treaty among them rela- 









ie mta 


quickly. Countries such as Arge 
and Hong Kong have become big regional 


. cause no others are members of the OECD: . 
an agreement that emerging countrie 
pipedream. Few developing countt 


- nothelp to shape. Instead, the government 
of developing countries increasingly 


signed to give rich-world investors the uj 
-per hand. This unease has been handled 


Most of the richer countries, it turns ou 


: hundred pages “of “proposed except 


E E : ada want to be able to restrict foreign. 

































tively unimportant. The mo 
barriers to foreign investimi 
oping countries. Although 
count for only a small sha 
vestment worldwide, that shar 


investors in their own right. But Mexico, 
three central European countries” and - 
South Korea were the onlyemergingecono- . 
mies able to participate in the mai talks, be- 

- The drafters’ original aim was to cra 
would want to join. That now looks lik 


seem prepared to sign something they 





MAI as an exercise in neo-colonialism, di 


badly. The OECD's constant referenc 
MAI's “high standards” has given the | 
pression that standards in non-OECD co 
tries are decidedly low. Developing coun- 
tries also object that MAI would offer them 
little, because they cannot trade conces 
sions on foreign investment for advantage 
in other areas, such as freer access to ric 

countries for their farm products. ; 





No restrictions, except... 









nat so enthrall 
ment either. . T 





ed by / freeing foreign : in 






from the general rules. France and Ca 






investment in cultural industries, 
- Such as film and television. The Eu- 
 ropean Union wants some of its ` 
investment-promotion agen- 
cies to be able to discriminate 
against foreigners. The 
Americans think their == 
states should continue to ^. 
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be able to limit foreigners purchases of 
farm land. Such clauses have so diluted the 
agreement that some lawyers think MAI 
may offer investors less certainty and secu- 
rity than some ofthe bilateral treaties it was 


supposed to improve on. 
The other main sticking points are the 


treatment of labour and the environment. 
These barely featured at the start. Now they 
threaten to steal the limelight. Labour and 
environmental groups want high stan- 
dards written in for how foreign investors 
should treat workers and protect the envi- 
ronment. Their fervent attacks, spread via a 
network of Internet websites, have left ne- 
gotiators unsure how to proceed, and the 
more they dither, the less Big Business cares. 
Already upset that taxation of foreign in- 
vestors has been pulled from the talks, 
some companies favour walking away. 
There is one further, rather big, prob- 
lem. All countries involved in the last 
round of world-trade talks, which were 
completed in 1994, are classed as "most fa- 
voured nations". This means that any mea- 
sures on trade and investment negotiated 
elsewhere, such as MAI, must be extended 





The transatlantic front 


BRUSSELS 


HY now? That is the real question 
about the European Commis- 
sion's proposal on March 11th for a “new 
transatlantic marketplace". The idea of a 
| bilateral trade deal between America 
and the European Union has been 
around at least since the Europeans un- 
successfully touted a transatlantic free- 
trade area five years ago. And a congres- 
sional election year is not the best time to 
propose freer trade in Washington—es- 
pecially when Congress has just denied 
the Clinton administration the author- 
| ity to negotiate such a deal. A strange 
| time, all in all, to propose removing 
more technical and regulatory barriers 
to trade; scrapping more tariffs; and lib- 
| eralising rules on public procurement, 
| intellectual property and investment. 
| Not at all, says Sir Leon Brittan, the 
EU trade commissioner. The Asian crisis 
and the unpopularity of free trade with 
Mexico have led America to consider Eu- 
rope "an attractive, stable and dynamic 
| partner,” Sir Leon proclaims. Niggling 
| trade disputes over hormones in beef, ge- 
, netically modified organisms and Amer- 
ican trade sanctions on Cuba and Iran 
| argue for a new way of avoiding future 
| rows.An EU study optimistically puts the 
annual benefits of Sir Leon's brainchild 
at 150 billion ecus ($162 billion). 

So far, the idea has generated no great 
enthusiasm on either side ofthe Atlantic. 
French prime minister Lionel Jospin re- 
jected the idea; the French worry that the 
Americans will seek concessions in areas 
France wants to protect, such as televi- 
sion programming and agriculture. Get- 











ting America on board will be harder 
still. Although Washington has cau- 
tiously welcomed the idea, such propos- 
als as mutual recognition ofsanitary and 
safety standards will be difficult to sell. 
And Americans will quail at talk of giv- 
ing an arbitrator or some international 
court the authority to settle disputes. 

So the negotiations could take years. 
But the truth is that Sir Leon has a deeper | 
game plan. The new transatlantic mar- 
ketplace is, he says, a way of providing a 
“kick-start” for a new round of world 
trade negotiations. Sir Leon, who reck- 
ons that Europe is now the leading force | 
for world trade liberalisation, is desper- | 
ate to see this launched before his term as 
trade commissioner expires next year. | 
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Sir Leon has deeper plans 
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to some 132 countries. Incredibly, no one 
appears to have given much thought to this 
"free rider" problem early on. Only lately 
have negotiators woken up to the difficul- 
ties it could cause. 

So where now? It seems likely that the 
OECD's deadline will recede yet again. The 
public message will be that the talks need 
more time. In fact, the extension will most 
likely be a stalling tactic until the MAI can 
be transferred to the wro. The wro would 
still have many of the same problems to 
solve: some developing countries, such as 
India and Malaysia, are suspicious of any 
agreement on foreign investment. But such 
countries may be more willing to accept the 
WTO as host now than they were in 1995, 
when they were still digesting the 1994 
world-trade agreement. 

The wro offers several advantages over 
its Paris cousin. It has experience in 
brokering complicated rules. It already has 
a dispute-settlement system in place. And it 
could involve far more countries, which 
would immeasurably strengthen the in- 
vestment pact. Talks under the wTO’s aus- 
pices would still take several years, but they 
would be on stronger foundations. 

So has Mat all been for nothing? Not 
necessarily. Important issues have been 
aired, some even agreed; and at least it is 
now clearer where the problems lie. With 
luck, parts of MAI could become a blue- 
print for a global wro accord on invest- 
ment. But what is less clear, even now, is 
whether either the rich countries that are 
the sources of most foreign investment or 
the developing ones that have come to rely 
on it have a serious desire to agree on one. 





Futures exchanges 


Fighting for LIFFE 


LECTRONIC trading? Our customers 

don't want it, LIFFE, London's futures 
exchange, sniffed only last summer; they'd 
rather do their business on our trading 
floor. But suddenly the world's second-big- 
gest futures market has changed its tune. 
This week it proposed to allow brokers 
around the world to buy and sell its con- 
tracts on computer screens as well as in its 
trading pits. The move infuriated many of 
LIFFE’s members—but it may be the only 
way to salvage their business. 

The looming introduction of Europe's 
single currency next January 1st has forced 
LIFFE's hand. Once p-marks, francs and pe- 
setas are replaced by the euro, futures con- 
tracts based on national interest rates will 
disappear. Continental Europe's market 
for interest-rate futures may shrink to two 
big contracts: short-term and long-term 
euro futures. Germany's DTB exchange, 
LIFFEs main competitor, has made no se- 





Bring back my business 


cret of its desire to dominate euro futures 
trading. The Germans have captured most 
of the trading in ten-year German govern- 
ment-bond futures over the past year, going 
from 34% to 60% of the market at LIFFE’s 
expense, and are well-placed to move 
quickly into long-term euro futures. The 
DTB is also keen to challenge LIFFE’s near- 
monopoly on trading short-term p-mark— 
soon-to-be euro—futures. 

That is not impossible, because the Ger- 
mans electronic-trading system gives them 
some telling advantages. Without the huge 
overheads of running a trading floor, they 
have been able to undercut LIFFE by, for ex- 
ample, offering fee holidays. More impor- 
tantly, whereas LIFFE traders have to cram 
into its overcrowded pits in London, deal- 
ers can trade on the DTB from screens 
around the world, without setting foot in 
Frankfurt. 

LIFFES belated acknowledgement of 
the advantages of screen-based trading 
may allow it to recapture some market 
share. Planned fee cuts will also help. And 
Daniel Hodson, LIFFE’s boss, believes that 
by offering trading on both floor and 
screens, it can cater to all tastes. That could 
prove a big plus in more volatile markets, 
when trading pits may provide more li- 
quidity than an electronic system. More- 
Over, LIFFE remains Europe's biggest fu- 
tures exchange by far and its business is 
growing—albeit less fast than the DTB's. 

But LIFFE faces big problems. The move 
to electronics has to be approved by its 
members on May 12th. Those who fear elec- 
tronic trading will eliminate their profits 
or jobs may try to block the move. Even if 
the proposal carries the day, the new trad- 
ing system will not be ready until the end of 
1999—by which time LIFFe could have 
slipped further. And offering both floor- 
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and screen-based trading may not be via- 
ble. Benn Steil of the Royal Institute for In- 
ternational Affairs, in London, believes li- 
quidity on the floor will dry up once 
traders can use cheaper electronic systems, 
which are increasingly capable of perform- 
ing the more complex trades for which pits 
were previously preferred. 

LIFFE's biggest weakness may be its mu- 
tual structure, which allows floor traders to 
block reforms that might reduce their in- 


The Japanese economy 


come. It also limits its flexibility to link 
with other exchanges, as the prB has done. 
Mr Hodson does not rule out demutualis- 
ation, but he would do well not to delay too 
long. France's Marir, the other big Euro- 
pean futures exchange, has already decided 
to join forces with the DTB, as has the Swiss 
exchange; and other such combinations 
are likely. LIFFE, as Mr Steil puts it, faces a 
choice between “demutualisation and 
extinction". 


The end of the game 


TOKYO 


Japan has managed to avoid the worst of the pain from the collapse of its 
bubble economy earlier this decade. Until now 


ANDER the streets of Tokyo and you 

might wonder why there is so much 
fuss about a sick economy. The shops are 
crowded; squeezing through the press of 
shoppers is as hard as ever. Although the re- 
gions are suffering more, Japan does not 
feel as though it has been gripped by reces- 
sion. Perhaps that is because it has not been. 
Figures due out on March 13th will proba- 
bly show that the economy grew a little bit 
last year. Indeed, in not a single year since 
the bursting of Japan's economic bubble in 
1990 has the economy shrunk. 

For how much longer? Although the 
Economic Planning Agency still clings to 
the optimistic notion that the economy 
will grow by 1.9% in the next financial year, 
which begins in April, the consensus 
among private-sector forecasters is that it 
will grow little, if at all. Even this is proba- 
bly too bullish: Japan looks set for a reces- 
sion and a severe one at that. Since Japan's 
economy is bigger than those of Britain, 
France, Italy and Canada combined, even 





Better grab one fast 


the effervescent American stockmarket 
would be hard pushed to shrug off such a 
downturn. As Nobuya Nemoto, àn econo- 
mist at the Nomura Research Institute, 
neatly puts it: "This is the end of the game.” 

The economy is already ailing much 
more than most forecasters had expected. 
New car sales, for example, fell by 22% in 
February compared with a year earlier; 
overall household spending is still below 
its level immediately after taxes were raised 
last April. Companies too are starting to cut 
spending sharply. By their own estimates, 
the profits of non-financial firms will fall 
by 3% in this financial year, and most ana- 
lysts expect them to fall even more next 
year. Slack demand has meant that stocks 
have reached near-record highs. Deflation 
makes stocks costly to carry and borrowing 
more expensive. None of these factors is 
likely to spur investment. 

Optimists—yes, there are still a few 
around—argue that the government will do 
whatever is necessary to rekindle the econ- 
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omy. In particular, they say that the govern- 
ment will loosen its purse strings and start 
spending again. Only because the govern- 
ment tightened fiscal policy last year, they 
argue, has the economy suffered. And it is 
almost certain that the government will do 
a volte-face on this. Next month, once the 
regular budget is passed, it is likely to pro- 
pose at least an additional! ¥10 trillion ($78 
billion) of public works programmes, 
along with minor tax cuts. 

Such sums are far from trifling, yet 
bond markets are clearly unconvinced that 
they are enough to tum the economy 
around: government-bond yields fell to 
record lows this week. Why so? For one 
thing, the government does not have much 
left in the kitty. Since 1992 it has spent an 
eye-popping ¥75 trillion trying to get the 
economy to recover and its debts have 
mounted alarmingly. It cannot continue to 
spend indefinitely. For another, it is not 





clear that splurging would have much ofan 
impact, because the two other factors that 
have supported the economy, low interest 
rates and exports, are no longer working in 
Japan’s favour. 

To see why, consider Japan's two most 
chronic problems. The first is oversupply. 
In the 1980s Japanese companies raised 
cheap equity-linked debt to build lots of 
factories, shops and so forth in the expecta- 
tion that the economy would continue to 
grow at a fair clip. It didn't. But rather than 
reduce capacity since then, firms borrowed 
to add more, encouraged by interest rates 
that were close to zero. One good indica- 
tion is that, although the ratio of corporate 
investment to GDP has fallen from its peak 
of 20%, it is still 16%, compared with 10.5% 
in America. Tadashi Nakamae, an inde- 
pendent economist, argues that for a ma- 
ture economy, this is still too high. 

Overseas markets soaked up some of 





TOKYO 


ITH confidence in the banking 
sector so fragile, the last thing Ja- 
pan needed was a scandal involving its 
country's financial watchdogs. Unfortu- 
| nately, it has got one. A bribery investiga- 
| tion involving bureaucrats at the finance 
ministry has now entangled the previ- 
. ously squeaky-clean Bank of Japan (B0J), 
| the central bank. On March uth Tokyo 
| prosecutors raided the Boy and arrested 
|. Yasuyuki Yoshizawa, the boss of its capi- 
| tal-markets division. Mr Yoshizawa is 
| charged with accepting overly generous 
, amounts of wining and dining from two 
big banks, the Industrial Bank of Japan 
| and Sanwa Bank, in exchange for tip- 
| ping them off about, among other things, 
| what the central bank was up to in the 
. markets. 
| Bigger heads are set to roll. The Boy's 
long-time governor, Yasuo Matsushita, 
_ said that he feels “grave responsibility" 
|. for the scandal, and told Ryutaro Hashi- 
moto, the prime minis- 
ter, that he will resign. 
He will probably go be- 
fore April 1st, when the 
| Boy is to achieve its long 
desired independence. 
If Mr Matsushita 
goes, Japan will have lost 
its finance minister and 
its central bank chiefin a 
matter of weeks: Hiroshi 
Mitsuzuka, the finance 
minister, was forced to 
resign in January follow- 
| ing the arrests of two of 


| Japan's school for scandal 
| 
| 





Since Mr Mitsuzuka went, two more 
senior finance ministry bureaucrats 
have been charged with taking bribes 
from stockbrokers and banks, and on 
March 12th an official from the finance 
ministry’s banking bureau was found - 
hanged. The public, fed up with bureau- | 
cratic arrogance, incompetence and cor- 
ruption, is delighted. So the prosecutors, 
who are pulling in the small fry now, will 
probably set their sights on bigger fish. A 
Diet member heavily involved with 
banking legislation, Shokei Arai, com- 
mitted suicide in late February rather 
than be arrested for extracting profits 
from Nikko Securities. Questions have 
also been asked in the Diet about pur- 
ported improprieties by another leading 
figure, Eisuke Sakakibara, the vice minis- 
ter for international affairs at the finance 
ministry, although there are no indica- 
tions that prosecutors are planning to in- 
vestigate him. 





And what of the 
banks doing the brib- 
ing? It will have escaped 
no one’s attention that 
Industrial Bank of Japan 
and Sanwa have just 
joined other banks in 
asking for ¥2.1 trillion of 
taxpayers’ cash. They 
will probably get it. But 
if more scandals come to 
light, taxpayers would 
rightly fume about what 
their money is being 
used for. Not great for 


| his bureaucrats. Matsushita’s regrets confidence, that. | 
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the resulting output, thanks to a falling yen. 
But demand from Asia, which takes more 
than 40% of Japan's exports, is withering: 
exports to the region fell by 11.5% in January 
compared with a year earlier. Japan might 
export more to America and Europe, but 
that would require a further sharp and po- 
litically unacceptable fall in the yen. All in 
all, estimates Mr Nakamae, corporate capi- 
tal investment will fall by around 2% of 
GDP next year and again the year after. 


Deeper in debt 


Two decades of heavy spending have left 
Japanese firms laden with debt. Although 
business sales have doubled since 1980, 
corporate debts are more than triple their 
level in that year. While Japan's fairly 
healthy manufacturing sector is awash 
with cash, the rest of the economy, particu- 
larly construction and property compa- 
nies, is hugely indebted. 

Companies have been able to meet the 
interest charges on this debt mainly be- 
cause the Bank of Japan has, for the past 
two-and-a-half years, kept short-term inter- 
est rates at rock-bottom levels. As a result, by 
fiscal year 1996 the total amount paid in in- 
terest charges had dropped to ¥19 trillion 
from ¥38 trillion in 1991, according to the 
Nomura Research Institute. 

But cheap borrowing is rapidly becom- 
ing a thing of the past. Banks have been 
tightening up their horribly lax lending 
practices. So have domestic bond investors, 
to whom borrowers have turned in increas- 
ing numbers. Until lately, lenders assumed 
that big companies would not be allowed 
to fail, so they paid little attention to 
creditworthiness. This has changed dra- 
matically. In November “credit spreads"— 
the extra rate riskier borrowers must pay to 
sell their paper—shot up (see chart) when 
Yamaichi Securities, the country's fourth- 
largest stockbroker, and Hokkaido Taku- 
shoku, a big commercial bank, went bust. 
These bankruptcies had two important im- 
plications: that even big firms will fail, and 
that a main bank's implicit promise to res- 
cue its big borrowers is worthless. 

Too much capacity, too much debt, ris- 
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onism. Its 
28% of Ameri- 
' 396 by 1995. More recently, 
pe ing up the economy and taming 
nflation, Brazil has again seemed poised 
for growth. Yet growth has disappointed, 
“averaging only about 4% since 1994. — 

^ — Arguments as to why that should be so 
usually focus on macro-economic policies, 
uch as the exchange rate or interest rates. 
“But what ultimately produces economic 


























yt ‘rosier than generally thought. 
"What distinguishes this study is ihat, i in 
der to avoid Brazil's murky statistics, 
AcKinsey decided to tackle the subject 
from the bottom up. The firm analysed pro- 
_ ductivity in eight different sectors which to- 
-gether account for almost a quarter of GDP. 
' Extending its findings to the economy as a 
+ Whole, McKinsey reports that Brazilian 
*. workers are only 27% as productive as their 
^ American counterparts. True, the result is 
dragged down by the fact that almost half 
«the total workforce holds "informal" jobs, 
_ but even when these are excluded, the pic- 
-ture remains dismal. In steel and telecoms, 
where there are no informal workers, pro- 
luctivity is still well below American levels 
see chart on next page). 
—. But there are two bits of good news. 
First, recent economic reforms have con- 
ributed to a sharp improvement in labour 
xroductivity. The car industry has seen an- 
iual productivity increases of 17%, for ex- 
imple. Second, assuming favourable 














_ growth is productivity—the efficiency with 
which labour and capital are put to work. | 
; Productivity is notoriously hard to mea- | 
ure, especially in developing countries. A . |. 
port. by McKinsey, a management | 


^ | Figures of fun 


EVER forget that the words gs, L 


“figure” and “fictitious” 

; come from the same Latin 
| root For every economic 
| and financial number that is 
used appropriately, another 

| ishorribly abused. Economists, 

| politicians and journalists fre- 


| quently manipulate statistics to suit 


their purposes. In other cases, statistics 
are distorted through sheer ignorance. 


| The Economist cannot claim to be com- 


pletely innocent of such crimes, so in the 
interest of self- -improvement we are in- 
| troducing an occasional series to high- 
_ light statistical abuse. Suggestions from 
| readers are welcome. 

| . This week we focus on a common 
 blunder made in charts which compare 
| several series over time. If the data can be 
| plotted on the same scale—unemploy- 
| ment rates in different countries, for ex- 
ample—then there is no problem. But 
| when indicators are measured in com- 
| pletely different units—say, a chart com- 


paring the dollar-mark exchange rate - 





Philippines 
iright-hand scale) 


macro-economic conditions, McKinsey 
reckons that annual productivity growth of 
6% can be sustained. If it is, and if extra in- 
vestment is forthcoming to employ new en- 
trants to the workforce, then McKinsey 
reckons that Brazil's economy can expand 
by 8.5% a year—a rate which would double 
the country's income per person over ten 
years, to around $10,000. 

To critics this may smack of fantasy. But 
the consultants reckon that much of Bra- 
zil’s productivity gap is fairly easy to bridge. 
Many Brazilian companies avoided capital 
spending in the days of protection and 
hyperinflation, leaving Brazil with only a 
third as much capital equipment a head as 
South Korea. Modest investments, such as 
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chart-makers therefore go for the alterna- 
tive ofusing two separate scales, plotting 


l Take, for example, the left-hand chart be- 
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exchange rates or share prices. Many 









one indicator on the right-hand scale 
and the other on the left-hand scale. | 
. This opens the way for distortio 










low, based on one published repeatedly 
in the Far Eastern Economic Review. A 
first glance suggests that the Manila 
stockmarket fell by much more than the 
Bangkok stockmarket in 1997. But. look 
closer at the scales. For the Bangkok in- 
dex, the highest number on the scale i: 
nearly five times the low. 
est; the highest index 
number on the Manila - 
scale is less than twice the 
lowest. Because scales are 
not proportional, -the 
chart grossly exaggerat 
share-price movements 
in Manila. 

`- Thechart on the right, 
which is scaled so thata |. 
50% price drop in one | 
market is as prominent | 
as a 50% drop in the | 
other, puts the record 




































































straight-and ^ shows |, 
clearly that Manilas | 
stockmarket was the bet- | 
ter performer. | m 


installing scanners in food shops, could 
eliminate 30% of the difference between 
Brazil's labour productivity and America's. 

In addition, they find, Brazil does not 
use its capital well. Total factor productiv- 
ity, which measures how efficiently labour 
and capital are combined, is only 42% of... 
the level in America, or 82% that in South... 
Korea. Again, blame inflation and protec- — 
tionism: they isolated Brazilian firms from -= 
competition and thus from best practice 
and from sources of innovation. McKinsey 
reckons that better organisation and lay-. 
out of factories could shave another 35% off : 
the productivity gap. That is a recommen- 
dation you might expect from a manage- 
ment consultancy, but no less valid for that 
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part of the recent increase in efficiency in 
Brazil’s car plants, for example, comes from 
introducing work teams and re-designing 
production lines. 

Achieving an 85% growth rate, 
McKinsey reckons, requires increasing in- 
vestment's share of GDP from its current 
19% to 26%. Merely eliminating the public 
sector deficit, currently 6% of GDP, would 
go a long way to closing that gap. If only 
raising productivity were as easy In govern- 
ment as in car making. 





American financial regulation 


The great escape 


NEW YORK 


OUDINI would have marvelled at the 
death-defying Glass-Steagall act. Ten 
times Congress has attempted to kill off this 
legislation, adopted in 1933 to separate 
commercial banking, investment banking 
and insurance. Each time, it has escaped. 
On March 10th leaders of the House of Rep- 
resentatives decided to try again. But no- 
body will be surprised if Glass-Steagall lives 
to fight another day. The interesting ques- 
tion is whether this matters. 

On this, opinions are sharply divided. 
Robert Rubin, the Treasury secretary, has es- 
timated that reform could bring $15 billion 
in savings to American consumers. The big 
investment banks are in favour. The Ameri- 
can Council of Life Insurance, which used 
to fear letting banks into insurance, is now 
a supporter. But many commercial banks 
oppose the new bill. They say that regula- 
tory changes have in effect abolished the act 
already, and that the bill introduces con- 
trols that do not currently exist. Their real 
concern may be that reform would benefit 
them less than investment banks. 

They have a point. Glass-Steagall has 
been steadily unpicked during the past ten 
years, particularly by the Federal Reserve, 
which has reinterpreted the law to let banks 
trade and underwrite securities through 
subsidiaries, and sell insurance. J.P. Mor- 
gan and Bankers Trust, both commercial 
banks, are able to function like investment 
banks. Glass-Steagall was once thought to 


» T "M e "e 





Lyr EL ym 
LS 





| "ig i 
. Mutants in pinstripes | 


BERLIN 


| pe at Germany's landesbanks was 
never meant to be exciting. In return 
for a taxpayer guarantee, they were to 
handle the finances of state governments 
and to lend on the cash that individuals 
deposit in their local Sparkassen (savings 
banks) But neither their managers nor 
their political overlords seem able to 
keep hands off their well-stuffed balance 
sheets. The managers of the 12 partially 
state-owned banks, a string of recent an- 
nouncements has revealed, contrived to 
put at least DM16 billion ($8.6 billion) at 
| risk in East Asia, on which they have so 
|. far booked losses of more than pM1 bil- 
. lion. This seems not to have bothered 
Germany's political establishment one 
bit, perhaps because state politicians are 
increasingly searching for ways of turn- 
| ing the landesbanks into even bigger 
| honey-pots. 
The most spectacular example of this 
came last week, with the announcement 
| ofan ingenious merger between NordLB, 


‘Viet 


be dft 


IN GOTT. 


Even bankers in Berlin do it 





Germany's third-biggest landesbank, 
and Bankgesellschaft Berlin, a hybrid 
which unites the city’s landesbank and a 
commercial bank. The pM8 billion deal 
provides the city of Berlin with an imme- 
diate cash pay-out of DM1.5 billion. More 
importantly, the stakes owned by three 
of Germany’s regional governments are 
now tradeable assets. Sold to private in- 
vestors, they could bring several billion 
marks into state coffers. 

Privatisation this is not. Politicians 
keep overall control, albeit from a dis- 
tance, as 51% of the new holding com- 
pany must stay permanently in govern- 
ment hands. The landesbanks will 
survive as inconspicuous subsidiaries of 
a publicly traded bank, and thus appear | 
less anachronistic. This may make it 
harder for the European Commission, 
which has raised questions about unfair 
competition with commercial banks, to 
do away with the landesbanks’ govern- 
ment guarantees. | 

Despite its huge size (as- 
sets of more than DM600 bil- 
lion) and interesting ances- 
try, the new bank's prospects 
are cloudy. No ambitious 
cost-cutting is likely to come | 
from the merger. In a sure | 
sign of difficulties ahead, | 
management will be divided _ 
between headquarters in Ber- — 
lin and Hanover. That may | 
stop shareholders becoming | 
too enthusiastic about the 
new and still nameless bank. | 
It will probably not deter | 
politicians elsewhere in Ger- | 
many from trying similar | 
deals themselves. | 





prohibit such things. It no longer does. 

Investment banks hope the bill will 
make it easier for them to move into com- 
mercial banking. Now, they complain, a 
commercial bank can buy an investment 
bank, but not vice versa—unless the invest- 
ment bank is willing to reduce and restruc- 
ture its securities activities radically. Invest- 
ment banks such as Merrill Lynch dearly 
want to provide ageing, wealthy clients 
with commercial-banking services, such as 
estate planning and trusts, and to be free to 
acquire foreign banks. 

Commercial banks would like the new 
law to allow them to underwrite insurance. 
In practice this would mean life insurance, 
which is essentially an investment product 
with juicy asset-management fees for the 
firm providing it. Banks already sell 20% of 


America’s life insurance, but only on behalf 
of insurance companies. Insurers may be 
backing “reform” to make sure that this 
does not change in the banks’ favour. 

All of America’s big financial firms are 
obsessed by the need to grow fast in order 
to come out on top in the global consolida- 
tion they now believe is under way. They 
worry that European banks, now generally 
lacklustre performers, will soon be for- 
midable competitors. Without reform of fi- 
nancial regulation, insurers and invest- 
ment banks fear losing out on the world 
stage. The trouble is, America's big commer- 
cial banks have global aspirations too— 
and if, by keeping Glass-Steagall alive, they 
can hinder their investment-banking ri- 
vals, they are only too willing to do so. 
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and liabilities — - and. operational risk -- stemming from- 
uncertainty that employees are performing their 
duties. and. exercising their authority in: a manner 
consistent: with the maximization of enterpri se value. 

The last two decades have witnessed. severat 
spectacular manifestations of risk. in the” ‘financial: 
services industry. including’ events that led. to th 
demise. ofa number. of major firms-as well as other 
























and in other cases to large-scale reorientation of 







immediately involved, but they also present an 
opportunity for others in the industry to learn how to- 
strengthen. risk. management practices that failed 
unexpectedly -- “bolts out of the blue." (These are 
events, usually associated. with large losses, that lead - 
a firm's managers to remark -- at least to themselves - - 
“L never thought of thot” and to wish, in hindsight, i 
that they had.) : à 

This one-day conference examines how market 
participants. leam from BOBs and in the process - 
restructure their: risk management practices. It focuses 
on- fhe role. Of "bolts out of the blue" precisely - 
because they. are uniquely . informative about where. 
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Can capital controls stop poor countries crashing? 


ODAY'S economists rarely excel at the 
use of colourful speech. Occasionally, 
however, there are exceptions. On March 
9th, in the unlikely setting ofan IMF semi- 
nar, Lawrence Summers, America's dep- 
uty treasury secretary, and Joseph Stiglitz, 


chief economist at the World Bank, used | 
different and equally vivid metaphors to . 


describe the global financial markets. In 
doing so, they illustrated a fundamental 
disagreement among economists over 
how to deal with international capital 
flows in the wake of East Asia's financial 
crisis. | 
According to Mr Summers, the emer- 
gence of modern financial markets is like 


the invention of the jet aeroplane. “We - 


can go where we want to go much more 


; quickly, we can get there more comfort- _ 


ably, more cheaply and most of the time 
more safely, but the crashes, when they oc- 
cur, are that much more spectacular." 

By this reasoning, capital liberalisa- 
tion is basically a good idea, allowing 
emerging economies to import not only 
capital but accompanying ideas and tech- 
nology, and so to grow more quickly. Just 


as jet aircraft demanded new air-safety. 


regulations, so a global capital market 
needs oversight. But, crucially, the most 


important factors in making capital flows _ 


safe are sound financial systems in 
emerging economies themselves. Emerg- 
ing economies’ financial crises, Mr Sum- 
mers argued, stem from policy mistakes, 
such as poor bank supervision. Just as 


| i countries can gain more from lengthen- - 
| ing runways to handle jet planes than 


from banning jets, so they are better off 
improving their financial systems rather 
than restricting the inflow of capital. 

Mr Stiglitz, in contrast, depicted 
emerging economies as rowing boats on a 
wild and open sea. Although an ill-re- 


paired boat is more likely to sink, the - 


force of powerful waves can cause even a 
perfectly sound vessel to founder. So 
while a mismanaged emerging economy 
was bound to hit trouble in international 
capital markets, even a well managed but 


small economy might be overpowered by - 


the force of vast international capital 
flows. Some limits on such flows, particu- 
larly the most volatile and pernicious 
| short-term. kind, migh : 

| warranted. 3 
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But the rain crisis, like the 1995 Mexican. 





crisis before it, has shown that some types 
of capital can flow out even more quickly 
than they flowed in, causing serious eco- 
nomicharm in countries with badly regu- 
lated financial systems. The new conven- 
tional wisdom is that, while free capital 
flows bring more benefits than risks, tem- 
porary controls on capital inflows can be 
a useful tool to have at hand. 


Proponents of this view are prone to - 
-cite Chile. Although it is renowned for its — 
. free-market economic policies, Chile ac- ` 











tively discourages short-term capital in- 


flows.* Its reliance on short-term foreign 
money has diminished steadily since 
1992 (see chart), But when the evidence is 


examined in detail, Chile does little to- 


bolster the case that controls on capital 
inflows should be treated as temporary 
protections while banks are weak. — 
Chile has three types of controls. First, 
30% of all non-equity capital entering 
Chile must be deposited without interest 
at the central bank for one year. This 


amounts to a tax on capital inflows, and 


the effective tax rate becomes very high if 
the money remains in the country only 
briefly. Second, Chilean firms and banks 
can tap international capital markets 
only iftwo bond-rating agencies rate their 
paper as high as Chile's own government 
bonds. Third, any foreign money coming 


| into Chile must stay in the country for at 


ícitan dk n má a eer w ee eee es eee cus sé dh 


* “The return of private capital to Chile in the 1990s? ~ |conomi ital controls could 
“Causes, effects and policy reactions”. By Raul Laban and = weaker economies, capital controls cou 


elipe: Larrain. John F. Kennedy School of Government . 
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Research Working Paper R98-02. Harvard Uni- 
gil 1998. 





|. would be a costly mistake. 


least one year, a requirement that has dis- 
couraged many hedge funds and pension. 
funds from investing in Chile at all. 

To use Mr Summers’s analogy, Chile 
has reacted to global capital markets both 
by lengthening its runway and by ban- 
ning some jet landings. The reason seems 


to be that Chileans agree more with Mr 
“Stiglitz: they worry about the turbulent 


impact ofshort-term capital flows even in 
their well managed economy. Although 
Chile's banks are among Latin America's 
healthiest, Chilean policymakers show 
no signs of reducing their controls. 


Bubble economies 
Roberto Zahler, former governor of the 


. Central Bank of Chile, argues persua- 
sively that emerging economies must be- 
. ware of massive short-term foreign capi- 


tal inflows. He points out that real 


. interest rates in poorer emerging econo- 


mies are higher than in rich ones because 
the capital stock is lower, which means 
that investments earn a higher return. 


. When foreign money pours into a coun- 


try, its real interest rates, in theory, should 
fall to the level of rich countries’ rates. But, 
he argues, the only way this can occur in 
the short run is if there is a massive rise in 
the country’s asset prices. Thus free capi- 
tal flows are likely to lead to stockmarket 
and property bubbles. 

Such bubbles inevitably encourage a 


consumption boom, Mr Zahler contends. 


This, however, leads to a larger current-ac- 


. count deficit, increasing the odds of a cur- 
rency crash even if the financial sector is 


strong. Paradoxically, an emerging econ- 


omy which investors regard as stable will 
have this problem even more strongly 


than one which investors deem risky. The 
logical conclusion is that small develop- 
ing countries, whatever the state of their 
banking systems, should maintain some 
controls on short-term capital until the 


expansion of their capital stock brings 


their real interest rates close to those of 
rich countries. The controls, he says, can 
be eased gradually. 

Mr Zahlers argument for capital con- 
trols has some merit. But they are no pan- 
acea, and it is easy for government to 
overuse them. For a start, investors will 
eventually find ways around controls. 
More important, few emerging econo- 


mies are as well managed and boast such - 


sound financial systems as Chile. In 


easily be misused to delay much needed 
reforms. Whatever the metaphor, that 
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Smokescreens 


The World Health O Organisation i is none signs of allowing politics to get in 


uei: way. of the Hun 








ipi e MR smallpox ad 
1 promote mass vac- 


ation of the World Health Organisa- 
(wHo) has suffered a number of blows, 
ritics have accused it of bowing to po- 


palatable research findings. 
One instance emerged this week. A 


controversial new study which looked for. 
links between lung cancer and passive - 


smoking found that non-smokers married 
to, working with or growing up with smok- 
ers were not at significantly more risk from 
lung cancer than anyone else. The research, 
commissioned by the wHo and co-ord- 
inated by Rodolfo Saracci of the wHO’s In- 
ternational Agency for Research on Cancer, 
involved a seven-yearlong study of 650 
lung-cancer patients. Since it was one ofthe 
biggest single pieces of research conducted 
into the issue, its results were eagerly 
awaited by the medical world and lobby 
groups. But instead of being released with a 


fanfare, they were summarised in three. 


short paragraphs and buried in a bulky 


Mal ww a ua ue ee - 


on losing. its way? In recent weeks the | 


litical pressures rather than publishing un- 


WHO internal document. 
Those paragraphs emerged in the Brit- 
ish press—undoubtedly tipped off by the 


country’s tobacco lobby—and were ac- 


companied by gleeful accusations that the 
WHO was trying to suppress the findings. 


Certainly, the conclusions will have been 


an embarrassment to the organisation. 
Though the wHo has long admitted that 
the links between lung cancer and passive 
smoking are weak, it has nonetheless used 
the perceived dangers to rally public sup- 
port against the tobacco industry, particu- 
larly in pressing for a worldwide ban on 
smoking in public places. Surely, say its 
critics, if this study had supported the 
WHO'S anti-smoking position, it would 
have trumpeted the fact. 

But the study not only clashes with the 
tenor of the wHO's own anti-tobacco cam- 


paign, it also appears to undermine the 


American governments war on public 


smoking. Unsurprisingly, many fear that — 
the wHo's agenda is no longer governed 


solely by scientific principles. Rather, they 
suspect it is influenced by its biggest pay- 


-cident in 1986. This research, which. fout 
cancer rates that were more than 100 tim 
normal in some areas of the Ukraine at 
American government in its own stud 


à ing in Nevada in the 1950s. 


"Why should Dr Baverstock be under such ” 
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Sources close tot 1e 0 
that Keith Baverstock, a lead: 
the wHo, has been put under 
internal pressure to leave the organ 7 
following his work on the incidence of thy : 
roid cancer after the Chernobyl nuclear : ac 
























Belarus, conflicts with work done by the 










dangers to public health from nuclear t | 










-~ That study, published by the gover 
tents National Cancer Institute (Nai) 
year, was inconclusive, and failed to tackle 
the issue of cancer risk. Indeed, it left out a 
vital piece of research by the ncrs own sci- 
entists. This had found a high incidence of | 
thyroid cancer associated with radioactive 
iodine. An independent committee was set 
up by America’s National Academy of Sci- 
ences to look into the ncrs conclusions- 
about the health risks from nuclear testing. 
Dr Baverstock is the only WHO employee.: 
on that committee. P 

























A smoking gun? 


pressure? One explanation is that, if the 
health risks associated with nuclear tests 
and accidents have been underestimated 
or understated, the American government : 
could face new lawsuits on everything from ^ 
the Nevada tests to the Three Mile Island © 
nuclear accident in 1979. x 
. And there is a third instance where the | 
WHO has apparently been embarrassed by - 
its own findings, and embarrassed Amer > 
ica into the bargain. On February 21st New. 
Scientist claimed that the wHo had “caved = 
in to political pressure" by failing to in- 
clude data suggesting that cannabis is less 
harmful than alcohol or tobacco when it 
published a report on the effects of the 
drug. New Scientist alleged that the wHo 
was persuaded not to publish by warnings 
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A and io from the United Nati 
- that its findings would play into the hands 
of groups campaigning to legalise pot. 

The wHo has countered some of these 
accusations, though it would not comment 
on the case of Dr Baverstock, saying the is- 
sue is between him and his regional direc- 
tor. In the case of the passive smoking 
study, Richard Peto, an epidemiologist at 
Oxford University who advises the WHO, 
says that accusations of a cover-up are non- 
sense. The WHO tried to get its findings 
published by the British Medical Journal 
late last year, but they were rejected on the 


EG grounds that the BMJ had just published a 


much bigger Siena study on pas- 
sive smoking, collating almost 40 research 


papers on more than 4,000 cancer patients. 


This larger study came to the conclu- 
sion that there was indeed an increased 


-. risk of lung cancer from passive smoking 


— (25% higher than for those living in a 
. smoke-free environment), but that it was 
. tiny compared with the 2,000% increased 
risk for active smokers. The BMJ therefore 
decided that the wHo’s results were not 
noteworthy enough to print. The WHO says 
it is still trying to have the study published. 

It submitted the research to the Journal of 
the National Cancer Institute in February 
and is waiting for it to be peer-reviewed. 

As for the study of the impact of canna- 
bis, the organisation denies accusations of 
suppressing data. Alan Lopez, who man- 
ages its substance-abuse programme, says 
the decision to withhold the findings on 
. cannabis was because epidemiological 

. data on the drug are less reliable than those 
for alcohol or tobacco. 

There are lessons, though, in the ease 
with which the WHO’s motives have been 
impugned by sceptics. It is dangerous to be- 
come involved in campaigns that are not 
solidly based on scientific evidence. For in- 
stance, even the small ill-effects of passive 
smoking found by the meta-analysis were 
the result of chronic exposure at home or at 
work, not casual whiffs in a pub. Although 


ca passive smoking is unpleasant and irritat- 
- ing for non-smokers, that alone cannot jus- 


tify banning it in public places. 

The danger, if the wHo appears to be 
campaigning against passive smoking pri- 
marily for political reasons, is that it will 
weaken the message about the real risks of 


*. smoking (which causes 6% of all deaths and 


— is the world's fastest-growing killer after 
AIDS) The organisation ought rather to con- 
centrate on where its research, rather than 
politics, leads it. 

Unfortunately the structure of the wHO 
makes this difficult. It exists at the pleasure 
of its 191 member states, which finance it 
_ but demonstrate no real understanding of 
how to run it. Its regional directors are 

apponted not by the organisation's direc- 
Greens Bur independently by health 


difficult to resist pressure to support their 
political agenda. Critics claim that the re- 
sult is an organisation which is dispirited, 
confused and lacking in vision. 

The wHo needs once again to become a 
neutral arbiter of health information, 
ready to put its advice into practice, as it 
did in its fight to eradicate smallpox. There 
are hints of change. The new director-gen- 
eral, Gro Harlem Brundtland, who will re- 
place Hiroshi Nakajima this summer, is 
considering altering the way regional direc- 
tors are appointed to make them more di- 
rectly answerable to the organisation. With 
the WHO turning 50 this year, it needs to 
overcome its mid-life crisis. 





Holography 


3-D in three 
minutes 


“HAT horror of the high street, the in- 

stant-photo booth, may be about to 
freeze its victims in even more unpre- 
possessing images. Engineers at Sony, one 
of Japan’s biggest and best-established con- 
sumer-electronics companies, and Zebra 
Imaging, a newly created firm based in 
Austin, Texas, both think they have a clever 
way to improve on the cheap snap. Though 
neither company can promise that a pic- 
ture taken with their respective new sys- 
tems will be any more flattering than an ex- 
isting passport photograph, they can at 
least guarantee that the likeness will be 
three-dimensional. 

The two competing prototype devices 
have evolved from technology developed 
at the Massachusetts Institute of Technol- 
ogy’s Media Laboratory. The traditional 





y the oie uid T Ree or r hologram, involves ‘splitting a la- 


point the directors, he WHO could find it 


ser beam in two, reflecting one half(known 
as the object beam) off the thing that is to be. 
holographed, and then recombining it 
with the other half (known as the reference 
beam) and exposing a photographic film to 
the result. The process of recombination 
produces an interference pattern that is re- 
corded on the film, and when this pattern 
is viewed in suitable lighting, an image that 
looks three-dimensional becomes visible to 
the eye. 

Until now, however, making a practical 
hologram (that is, one which can be viewed 
in normal light, rather than just laser light 
similar to that which created it) has re- 
quired expensive and temperamental 
high-power lasers. The Media Lab’s insight 
was that the job could be done with a much 
weaker laser if the final image were com- 
posed not of one big hologram, but lots of 
little ones. 

A so-called “holographic stereogram” 
actually consists of hundreds of separate 
long, thin “slit” holograms recorded side- 
by-side on a single piece of film. Each of 
these slit holograms is an image of a flat 
screen that has, in turn, had an image of the 
object or person to be holographed pro- 
jected on to it from a liquid-crystal display 
(LCD), using the object beam. The trick is 
that each slit hologram is of an image that 
has been taken from a slightly different di- 
rection. As a result, when a viewer moves 
his head from left to right, his mind is 
tricked into perceiving the image as three- 
dimensional by a process called “stereop- 
sis”, which is more usually employed by the 
brain to generate three-dimensional per- 
ception from the two-dimensional images 
projected on to the retinas of the eyes. 

There are various problems involved in 
creating a practical machine that can make 
stereograms in a single step. One is design- 
ing an electronic camera that can run along 
a track, taking pictures of the subject from 
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different perspectives for display on the 
LCD. A second, more serious difficulty is 
speed: when an image consists of 300 expo- 
sures rather than just one, each exposure 
has to be very short. Since using a powerful 
laser to compensate for these short expo- 
sures reduces the problem to the original 
one, the researchers had to come up with 
another solution. They hit on the idea of us- 
ing a cylindrical lens to focus as much light 
as possible from the screen on to the slit 
hologram while it is being taken. The disad- 
vantage of the technique is that it badly dis- 
torts the image, so the image on the LCD has 
to be pre-distorted electronically in the op- 
posite direction to compensate. 

Sony’s interest in the technology came 
about through its sponsorship of the Media 
Lab, As a result of this, two of the company’s 
scientists studied there. Sony’s system can 
produce a holographic portrait in just three 
minutes—though only in black and white. 

Zebra Imaging, founded by Michael 
Klug (who led the Media Lab team) and two 
of his colleagues, is more ambitious. It 
hopes to have a full-colour system available 
by the end of next year. Even more reason to 


keep your passport photograph carefully 
hidden. 





Combinatorial chemistry 


Material gains 


i Sas best drug designer in the world is 
still not the human mind, but the body. 
A healthy human immune system tackles 
invading bugs by creating zillions of differ- 
ent antibodies, letting them loose, and see- 
ing which has the most leech-like grip on 
the intruder. Over the past few years, drug 
companies have been imitating nature’s 
brute-force method on a much smaller 
scale, by generating (merely) hundreds of 
thousands of different molecules, one of 
which might be the next miracle cure. 

Now this idea, known as “combina- 
torial chemistry” (because it involves 
putting a few chemical building blocks to- 
gether in lots of different combinations), is 
spreading outside medicine. The electron- 
ics industry, for example, thrives on new 
materials with exotic properties, such as 
emitting light of a certain colour when 
pumped with electricity (electrolumines- 
cence), or conducting electricity without re- 
sistance (superconductivity). But these ma- 
terials are usually compounds of several 
elements arranged in complicated crystal- 
line structures. As with drugs, it is often 
hard to know why a particular material be- 
haves as it does, so the best way to find one 
to do a specific job is often to try lots of 
them at once. Two groups of researchers 
have just published the results of their at- 
tempts to make this technique work. 
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Variations on a theme 


In the drug industry (as in the human 
immune system) the combinatorial 
method is to assemble lots of specific vari- 
ants of a possible drug molecule out of 
smaller molecular modules. One reason 
the method took a while to reach the world 
of materials is that there it is more like 
cookery than chemistry. When the ingredi- 
ents, or "precursors", are mixed, it is hard 
(often impossible) to predict the shape of 
the crystal structure that they will form. 
What is more, that shape can depend on 
how well the ingredients are mixed, how 
hot they are baked after mixing, and what 
gases they are baked in. 

Xiao-Dong Xiang and Peter Schultz of 
Lawrence Berkeley National Laboratory in 
California, and their colleagues, whose pa- 
per is in this week's Science, were looking 
for "photoluminescent" materials. These 
glow with one colour of light when another 
colour (or non-colour: in this case, ultravio- 
let) is shone at them. The brightness and 
colour of the glow depend a great deal on 
how the atoms in the crystal are arranged. 


A thin blue line 


The researchers' technique was to put ex- 
tremely thin layers of the precursors—all of 
them oxides of various metals—down on a 
small wafer of glass. They used a series of 
patterned masks to cover different areas of 
the wafer while each layer of precursor was 
sprayed on to it. The end result was an array 
of 1,024 squares, each two-thirds of a 
millimetre wide and made of up to 15 
chemical layers, each just one five-mil- 
lionth of a millimetre thick. This was thin 
enough for all the chemicals in a square to 
mix completely while the wafer was baked. 

After the researchers had allowed their 
wafer to cool, they bathed it in ultraviolet 
light and saw that some of the squares 
glowed bright blue. More experiments with 
the stuffin the brightest square (a combina- 
tion of oxygen with the metals gallium and 
gadolinium) led to a surprising conclusion. 
The eerie light probably came not from the 
substance itself, but from the boundary be- 
tween it and the glass layer below. 





It is hard to tell whether 
Dr Xiang's particular find 
will be useful. Photo- or 
electroluminescent sub- 
stances that can be put 
straight on toa silicon chip 
might make cheaper light 
sources than the light-emit- 
ting diodes used now, 
since these have to be con- 
nected separately. On the 
other hand, they might not. 
But the research published 
this week in Nature by 
Bruce van Dover and his 
colleagues at Bell Labs (part 
of Lucent Technologies) in 
Murray Hill, New Jersey, 
had a more specific goal. 

A computer-memory chip (a DRAM 
chip) stores its information as electric 
ckarges in devices called capacitors. A ca- 
pacitor consists of an insulating "dielec- 
tric” material sandwiched between two 
metals. The better the insulator, the more 
charge a capacitor can hold. The computer 
industry constantly strives to pack more, 
and therefore smaller, components on to 
each chip, but the smaller a capacitor gets, 
the harder it is to store enough charge on it. 
One solution is to find better dielectrics. 

The researchers’ combinatorial tech- 
nique was not to make a separate cell on 
the wafer for each combination of precur- 
sors, as Dr Xiang did. Instead they sprayed 
three elements right across the wafer, but 
varied the concentration of each element 
from one side to the other so that it con- 
tained every possible combination of 
them. Then they measured the capacitance 
(the ability to hold an electric charge) of 
4,000 different positions to pinpoint the 
ideal mixture. 

Having repeated the same trick with 30 
different sets of three elements, Dr van Do- 
ver and his team have found a mixture of 
zirconium, titanium and tin oxides that 
may, with more work, fit the bill. If so, it will 
please Lucent, which is hunting for lucra- 
tive new chip technologies. 

Whether combinatorial chemistry will 
have as many uses outside the realm of 
drugs as in it is not yet clear. Dr van Dover 
thinks that the electronics industry's de- 
mands for new materials—a dielectric here, 
a magnetic-recording medium there—are 
fairly few. Symyx Technologies, a firm in 
Santa Clara, California co-founded by Dr 
Schultz, is more optimistic. It is trying com- 
b:natorial techniques to search for other 
complex materials, such as catalysts for the 
chemical industry. There, finding just the 
right substance is a matter of painstaking 
trial and error, which has continued over 
decades. The combinatorial method, if it 
works, should make it a lot less painstak- 
ing, and a lot more profitable. 





Jed? ari iuo." 


a! Pi 
dut DN 


zu 


7 ACCELERATED ^» 
DEVELOPMENT PROGRAMME 


The LSE Summer Schools 1998 


Enrol as a manager, 


Economics Summer School 


Session One Courses Session Two Courses 
29 June - 17 July ‘98 20 July - 7 August ‘98 
* Introductory Macroeconomics + Introductory Microeconomics 
* Statistics for Economists * Principles of Accounting 
* Introduction to Econometrics + Intermediate Microeconomics 
* Intermediate Macroeconomics + Economics of European 
* Economics of Information and Integration 
Management * Advanced Microeconomics 
* Economic Perspectives on * Advanced Econometrics 
Society * Finance 
* Advanced Macroeconomics 
* Industrial Organisation 
* International Economics 
* Public Finance 


emerge as a leader 


FOUR WEEKS TO HELP YOU MAKE 
THE TRANSITION TO GENERAL MANAGEMENT 










































You are ambitious. That is why you are already a highly 
successful manager in your field. And now you are ready to 
move on to general management. 






Our Accelerated Development Programme will set you 
on the path to senior management, giving you a very 
real advantage. It will enable you to develop the skills, 
knowledge and perspectives of successful general managers. 


Applicants can choose only ONE course from each session 


CONTACT: tel: * 44 (0) 171-955 7554/7439 
E The Economics Summer School fax: + 44 (0) 171-955 7674 

BE Room N1 email: ess@!se.ac.uk 

s London School of Economics http:/www.Ise.ac.uK/summer- 
Houghton Street schoois/economics/ 

London WC2A 2AE 






The programme is designed to accelerate your development 
in three key areas by enhancing your technical, people and 
strategic skills. 









Firstly, you will broaden your technical skills including finance 
& accounting, marketing and operations management, You 
will also reinforce your personal and interpersonal abilities 
and strengthen your capacity to manage and lead. 


The London School of Economics is a school of the University of Londor 3 
incorporated in England as a company limited by guarantee under companies acts (req. Ni 
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Finally, you will develop your strategic abilities so that you 
are able to provide your team with a clear vision. 






The Accelerated Development Programme is an enormous 
challenge. With world-class faculty and an international 
peer group, you will tackle the complex problems of 
general management. At the end of the four weeks 
you will be rewarded with greater insight and the skills and 
confidence to take a big step forward in your career. 


University of Miami prepare yi 
meet the challenges of the global 


marketplace. In 23 months you'll earn 
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For full details including programme dates, return the coupon or contact 1 
Karen Nisbett, Executive Education, London Business School, Sussex Place, = 
Regent's Park, London NW1 4SA, UK. Telephone: +44 (0)171 706 6835 = 
Fax: +44 (0)171 724 6051. e-mail: execinfo@ibs.ac.uk 





a Master ol Business Administration 
degree and a Certificate im 
International Business 
s MBA is accrediti d by AACSB — 

Ihe International Association of 


Management Education 
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University-arranged corporate 





internships with US Europe an 


or Latin American companies 





On-going language training in French 


German, Spanish, or Portuguese 
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Study in Miami, Florida = a major 
For more information, write international business hub 
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University of Miami international students 
PO. Box 248505 





| , : j 
/ " 5 7 = Hecer pniacemceni se! i "x IVEN 
Coral Gables FL 33124-6524 LA piat NENI sSCrvices t Clusively 


, i, ` TIN , Let 
Call: 305-284-2510 or for graduals business students 






Please tick this box if you would like further 
information about our Executive Education 
Programme Portfolio. | A 


London Business School exists to advance learning and research in business and management. 
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Whose baton now? 


BERLIN 


The Berlin Philharmonic is a venerable institution, and devotees are not 
amused when its maestro leaves before his time. But does it need a maestro? 


N MOST cities, word from the conductor 

of the local orchestra that he aimed to 
step down four years hence would raise—at 
most—a few yawns. Not so when the con- 
ductor is Claudio Abbado and the orches- 
tra the Berlin Philharmonic. From the 
shocked reaction of many German music- 
buffs, you might think the Milan-born mae- 
stro had done something indecent. 

In a way he has. The Berlin Philhar- 
monic is not just one of the world's best or- 
chestras (“What do you mean, one of... ?" 
its outraged fans will cry). It is a national 
institution, widely treated with an awe oth- 
erwise reserved for the Bundesbank and 
the German Constitutional Court. Choos- 
ing to leave the top post simply isn’t done. 

Philharmonic conductors used to be 
like Prussian monarchs in their length of 
reign. In its 116-year history the orchestra 
has had only five chief conductors. The first 
four—Hans von Biilow, Arthur Nikisch, 
Wilhelm Furtwangler and Herbert von Ka- 
rajan (shown above)—all died more or less 
on the podium. The fifth is Mr Abbado, 
elected to the post in 1989 by the 120 play- 
ers in a secret ceremony with much of the 
mystery of a papal conclave. Now the cho- 
sen one has told an interviewer, more or 
less in passing, that he wants out when his 
contract expires in 2002. 

Germans would be a mite less peeved if 
Mr Abbado were off to a new challenge in, 
say, Vienna, Amsterdam or Chicago, cities 
even Berliners agree offer a certain musical 
temptation. But no. The 64-year-old mae- 
stro simply claims he wants more time for 


reading, sailing and skiing. 

Not the whole story, surely, but close 
enough to cause tremors around the hal- 
lowed hall of the Berlin Philharmonie, the 
orchestra s home. Small wonder there is 
much offended muttering, in part echoed 
in the press, that the orchestra is no longer 
the wonder it was in the Karajan era (1955- 
89), that recent rehearsals have verged on 
the chaotic. In other words, if Mr Abbado 
wants to go, it may be best all round. It is 
true that the Philharmonic rarely delivers 
Karajan-like performances of sleek (some 
would say heartless) near-infallibility, let 
alone Furtwangler-like ones of demonic in- 
tensity. Plenty of people, especially older 















Goodbye, Abbado 








ones, regret that. But there are striking gains 
all the same. 

For one thing the orchestra now pro- 
grammes far more work by contemporary 
composers such as Luigi Nono, Luciano 
Berio and Alfred Schnittke, which Mr 


Abbado adores but Karajan largely 
shunned. It also gets the chance to play and 
record under different conductors, from 
relative youngsters like Simon Rattle (43) to 
old-timers like Günter Wand (86). Karajan 
rarely let others wield the baton before his 
beloved Berliners, particularly if they were 
of comparable fame, such as Georg Solti 
and Leonard Bernstein. Mr Abbado is 
much less possessive. 

Moreover, though still known for its 
old-fashioned formality, the Philharmonic 
is less dauntingly austere than it used to be. 
Well over a third of the personnel has 
changed in the Abbado era; the average age 
has dropped to around 40 (the 28-year-old 
flute player "looks like James Dean", re- 
marked a starry-eyed soprano soloist re- 
cently); not least, more women (so far 11) are 
gradually winning entry to what was once a 
nearly all-male preserve. 

But even if the Philharmonic has 
gained in range and flexibility, do not these 
very changes make its sound less distinc- 
tive? Up to a point, but much the same can 
be said of top orchestras from St Petersburg 
tc Prague, Paris to Philadelphia. “Less dis- 

tinctive" does not neces- 
sarily mean “worse”. Play- 
ers have become more 
mobile and in any event are 
far less ready to tolerate de- 
cades-long subservience to near-des- 
pots, even conductors of genius like the 
late Yevgeny Mravinsky in Leningrad or 
Karajan in Berlin. 

By Philharmonic standards of longevity 
Mr Abbado is an interim figure, though an 
uninterrupted 12-year run is something ofa 
marathon even for government leaders let 
alone jet-age conductors. But an interim 
leading to what—or whom? Already pun- 
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dits are wondering who should win the 
Philharmonic’s crown: Daniel Barenboim 
(aged 55) for instance, who splits most of his 
time between the Chicago Symphony Or- 
chestra and Berlin’s Unter den Linden op- 
era house; or Britain’s Simon Rattle—or 
perhaps one of a bright new generation of 
German conductors such as Christian 
Thielemann, 38, and Ingo Metzmacher, 40. 

For traditionalists, Mr Thielemann has 
most going for him. Born and raised in Ber- 
lin, and since last year Generalmusik- 
direktor at the city’s Deutsche Oper (the 
main rival to Mr Barenboim’s house), he is 
a former assistant to Karajan with a strong 
bias towards the German repertoire. His 
first cps include works by Beethoven, Schu- 
mann, Wagner and orchestral excerpts 
from Hans Pfitzners opera "Palestrina" 
(1917). Not exactly adventurous, however 
fine the playing. 

Mr Metzmacher, on the other hand, is a 
modernist through and through. A fre- 
quent collaborator of both Karlheinz 


Stockhausen and Hans Werner Henze, he 
made his Berlin Philharmonic debut last 
year with the world premiere of Mr Henze's 
ninth symphony. Works by Luigi Dalla- 
piccola and Gyorgy Ligeti, Bernd Alois Zim- 
mermann and Wolfgang Rihm dot his pro- 
grammes and recordings. In his current 
first season as Generalmusikdirektor of the 
Hamburg state opera, he has scheduled 
(among more familiar fare) Bruno 
Maderna's “Hyperion” and a Dukas rarity, 
"Ariane et Barbe-Bleue". Challenging stuff. 
Too much so, on a regular basis, for 
Berliners? 

So many names, so many pros and 
cons. Perhaps the Vienna Philharmonic 
shows a way out of the dilemma. It long 
since decided a chief conductor tended to 
cramp its style and plays instead under à 
lot of distinguished "guests". The very idea 
brings snorts of disgust from Berliners but, 
after all, it only takes the logic of the 
Abbado era a step further. They have four 
years to mull it over. 





The Oscars 


Sinkable but bankable 


Forget who should win and try to guess what appeals to an ageing Academy 
membership: our film reviewer makes some Oscar predictions 


N Monday, March 23rd, it will be a 

wrap for another year. Actors and ac- 
tresses will have thanked their producers, 
directors, parents and nannies, without 
whom etc, etc. Some, like Tommy Lee Jones 
in 1993, may just cut the crap and say 
"thanks for the work". Either way, an Oscar 
counts for something in Hollywood and 
this year, with so many contenders on 
maiden runs, the scope for topping up box- 
office grosses is considerable. 

The Oscars sometimes turn up a sur- 
prise or two. In 1981 few thought “Chariots 
of Fire” had a prayer alongside “Reds” and 
“On Golden Pond”, yet it was named best 
picture. The 1989 winner, “Driving Miss 
Daisy”, also pulled a rabbit out of the air. 
The point to remember is that a film does 
not need a 51%-majority vote from mem- 
bers of the Academy of Motion Picture Arts 
and Sciences to carry the day. If all five 
nominated pictures have roughly equal 
support, 21% can swing the result. The 
breakdown is never revealed. 

An important word is needed on who 
votes. Members of the Academy have all at 
one time been active in the film industry. 
Who they are—and how many—is not 
made public. But there are several thou- 
sand and, of these, many are veterans with 
aged sensibilities, which counts against 
adventurishness. They admire old-fash- 
ioned craftsmanship and will not travel far 
to see independent films. Even when free 


videos are widely disseminated in the 
build-up to Oscar night, there is no guaran- 
tee they will be watched. 

In Hollywood, the box-office is God. Lit- 
tle films with niche audiences seldom win. 
Though mammoth grosses do not always 
command Oscars (“ET”, “Star Wars" and 
“Jurassic Park" were all passed over for top 
awards), a film needs to have proven box- 
office appeal to be in with a chance. 

Where players are concerned, Academy 
members are suckers for sentiment. They 
will sometimes crown an actor as much for 
personal misfortunes as for the perfor- 
mance given. It is wonderful what afflic- 
tions, unhappy love affairs and tales of 
child abuse surface in the window of time 
between an Oscar nomination and 
the voting for the awards. 
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Cameron and camera 


Los Angelenos also tend to be awe- 
struck by the British honours system. Any- 
one with a real-life gong has a head start. 
The supporting Oscars for Sir John Gielgud 
in 1981 (for “Arthur”) and Dame Peggy 
Ashcroft in 1984 (for “A Passage to India”) 
were at least half due to what was regarded 
as their official endorsement. 

So where does that leave this year's 
crop? Among the best-picture nomina- 
tions, Britain's "The Full Monty" and its di- 
rector, Peter Cattaneo, are scarcely in the 
running. It is a little picture about foreign- 
ers with "funny" northern accents—the 
kind of movie the Academy likes to nomi- 
nate to prove its artistic credentials but not 
to reward. Strike out "As Good As It Gets", 
too. Its director was not even nominated 
which, in Oscar terms, is as bad as it gets. 

That leaves “LA Confidential"; “Good 
Will Hunting"; and "Titanic". The first of 
these and its director, Curtis Hanson, ran 
away with nearly all the American critics’ 
awards. Sadly, it never found a sizeable au- 
dience, which is likely to seal its fateon Osc- 
ar night. Put it down, though, for best 
adapted screenplay. 

"Good Will Hunting" has a lot going for 
it—a crossover art-house picture that has 
made big money, with a string of terrific 
performances, a fine script by two young 
twenty-somethings and a feel-good ending 
that does down well with audiences and 
Oscar alike. If any film can challenge 
"Titanic" this is it. It is unlikely to £o home 
with just an original-screenplay award for 
Matt Damon and Ben Affleck. 

But on screen at least, "Titanic" looks 
unsinkable. The special effects are dazzling 
and although the acting and script are 
merely serviceable, this film, like “Gone 
with the Wind", appeals to everyone. James 
Cameron's movie is Hollywood doing 
what it does best, with superlative con- 
tributions in every technical department. A 
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| “The 50 Years War: Israel and the Arabs", a six-part series which begins on Brit- 


| Fans of Norma Percy's gripping television documentaries will not want to miss 
| 
| 


ain's BBC2 on March 22nd, and will be shown also in Europe and America. The 


for the 50th anniversary of the state of Israel in May. As in Ms Percy's earlier — 


programme, which deals with Israel's conflicts with its Arab neighbours, is timed 


documentaries, “Watergate” and “The Death of Yugoslavia", contemporary his- 
tory is told through the eyes of politicians and generals, who explain their deci- 


sions as they saw them at the time. You may not believe them all. But you will not 


be able to switch off. 


To mark the anniversary ourselves, we will review books on Israeli history in 
the next Economist Review (April 18th). Meanwhile, we can recommend *'Israel: 
50 Years" (Aperture; $60 and Robert Hale £45), a striking collection of Magnum 
photographs by the likes of Robert Capa, Henri Cartier-Bresson and Larry 

_ Towell, who took the boys with toy guns in Gaza, above, in 1993. 
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grand entertainment, in short, of the old 
school and it is hard to see the Academy 
voters thinking otherwise. Oh, and by the 
way, it has already raked in around $1 bil- 
lion worldwide. 

For the best-actress prize this year are 
four British nominees (Helena Bonham 
Carter, Judi Dench, Julie Christie and Kate 
Winslet) and only one American (Helen 
Huntin “As Good As It Gets”). This has hap- 
pened only once before, when Jane Fonda 
in “Klute” (1971) saw off her four British ri- 
vals. But she was generally acknowledged 
the best, whereas this year, Helen Hunt will 
be lucky to pip Dame Judi Dench, as Queen 
Victoria in “Mrs Brown”, or Helena 
Bonham Carter in “The Wings of the Dove”. 

Best-actor nominees include three pre- 
vious winners—Robert Duvall (“The Apos- 
tle”), Dustin Hoffman (“Wag the Dog”), and 
Jack Nicholson (“As Good As It Gets”). Run- 
ning against them are newcomer Matt Da- 
mon in “Good Will Hunting” and Peter 
Fonda in “Ulee’s Gold”, making a come- 
back after years in the wilderness. A win 
would bracket him with sister Jane and fa- 
ther Henry as the third member of a distin- 
guished thespian dynasty to be honoured 


by the Academy. Oscar likes that. 

The supporting awards are perceived as 
a shoo-in for Burt Reynolds in “Boogie 
Nights” and Kim Basinger in “LA Con- 
fidential”. Oscar could thus pay tribute to a 
trooper and to a film for which it could not 
otherwise find an adequate reward. 

But there are problems here. In “Boogie 
Nights", Mr Reynolds plays a producer of 
porno movies. Is that what the Academy 
wants to be seen applauding? And in "LA 
Confidential' Kim Basinger is remem- 
bered more for her dramatic designer cloak 
than for her acting. 

In these categories, Oscar sometimes 
goes for the most sympathetic performers 
(Robin Williams and Minnie Driver from 
"Good Will Hunting") or for the sentimen- 
tal gesture (forgotten Thirties star Gloria 
Stuart, plucked from the wreck of the 
Titanic to somewhat bewildered acclaim). 

Multiple awards, then, to the block- 
buster "Titanic" and runaway hit “Good 
Will Hunting", plus acting nods to the Brits 
and Peter Fonda. That would send Oscar 
home purring with content at a job well 
done. But dark horses sometimes win, too. 





MOREOVER 
Boxing and painting 


Ali on the canvas 


MUHAMMAD ALI IN FIGHTER'S HEAVEN. By Vic- 
tor Bockris. Hutchinson; 127 pages; £10 


E DID what others thought impossi- 

ble: freaked out Andy Warhol (1928- 
87). It happened, Victor Bockris reveals, at 
Fighter's Heaven, a training camp in the 
hills of northern Pennsylvania. The graphic 
artist and painter had taken lots of photo- 
graphs of Muhammad Ali in preparation 
for a commissioned portrait. At the end of 
the session, nervously extending a thin 
arm, Warhol mumbled: "Thanks...er, 
champ." The boxer spun round and furi- 
ously demanded: "Did you say tramp?" He 
then laughed—but not before Warhol had 
momentarily lost his super cool. 

Warhol was further disconcerted when 
the peoples champion delivered an 
Alilogue, a rambling talk about gravity, me- 
teorites, prostitution on the White House 
steps, jumping out of windows, Israel, 
Egypt, Zaire, South Africa, drugs, broken 
skulls, delusions, angel-food cake, yellow 
hair, Judgment Day, shattered morality, Je- 
sus, boxing, Sweden, the Koran, friendship 
and Elvis. “Is he intelligent?” a dazed War- 
hol asked Mr Bockris afterwards: "I can't 
figure it out." 

He would not have asked had he heard 
the boxer's reaction to the portrait. "It is by 
far the best painting I have ever had of my- 
self" he said: “I can see many moods.” Mr 
Bockris, a chronicler of the New York art- 
and-rock scene and a friend of Mr Ali's, has 
caught several of the moods in his slim, af- 
fectionate book about visits to the training 
camp in the early 19705. 
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OMETIMES Claudio Villas 

Boas would look across the 
Araguaia river and think about 
the land beyond. The river di- 
vided known Brazil from the un- 
known. In North America the 
pioneers had also looked west- 
wards with the same mixture of 
longing and foreboding. But the 
American plains had turned out 
to be relatively accessible. The 
Brazilian west that Mr Villas 
Boas contemplated was an al- 
most impenetrable region to 
which Portuguese colonists had 
given the name Mato Grosso, or 
the "great woods". 

A few brave, or foolhardy, 
men had entered the woods. In 
the 1920s, Colonel Percy Faw- 
cett, having survived the battle- 
fields of France, set out in search 
of what he believed were the re- 
mains of an unknown civilisa- 
tion. He never returned. Gold 
and diamond miners had better 
luck, working in sites close to the 
rivers. A few missionaries op- 
timistically went in with their 
Bibles. The Amazon, which has 
no waterfalls or other obstruc- 
tions, could take quite large 
boats deep into the jungle. But 
the Mato Grosso, a region the 
size of France and Germany 
combined, remained largely 
uninvestigated. In 1943 Brazil 
decided that this must end. It 
was an affront to Getulio Vargas, 
Brazil's dictator, that the largest country in South America 
should not have use of a huge slab of its territory. 

For a start, the army planned to drive a 1,000 kilometre (620 
mile) road into the area. Claudio talked to his brothers Orlando 
and Leonardo about the expedition and they wangled their way 
on to it. Although the Villas Boas brothers were to win applause 
later in life for their work, they seem to have had a fairly aimless 
youth. Here they were, drifters, mostly living off their father, a 
successful lawyer. The army was reluctant to take them along, 
but volunteers for the Mato Grosso were scarce, and at least they 
had enthusiasm. 


Dolphins of the forest 


The forests of Brazil are normally either wet or very wet. Some- 
times the rivers rise suddenly and fish swim into forests in 
search of berries and dolphins follow in search of fish. The for- 
ests are uncomfortably hot and full of creatures that sting, bite or 
crush. Yet, as the Villas Boas brothers discovered, people could 
live there, seemingly contentedly. They located 21 settlements, 
each with its own culture and language. What had started out for 
the brothers as an adventure turned into a campaign to save the 
forest people. 

The “Indians”, as the native peoples of both North and South 





Claudio Villas Boas, protector of the 
Amazon Indian, died on March 1st, aged 81 
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America have misleadingly 
come to be called, were at first 
far from friendly towards the 
Villas Boas brothers. These were 
intruders from an alien world 
that, according to native mythol- 
ogy, had enslaved their ances- 
tors: that was indeed why they 
had taken to the sanctuary of the 
forest. "Alien" is about right: the 
Indians’ first glimpse of the 
brothers, indeed of any white 
man, might be when they para- 
chuted into a clearing to prepare 
an airstrip. 

But although there was hos- 
tility, there were no great 
pitched battles as in the North in 
the 19th century, no Wounded 
Knees. Claudio, a quiet, contem- 
plative man, seemed to have a 
rapport with the Indians, and 
learnt enough of their languages 
to convince them that, although 
a white invader, he was not go- 
ing to kill them. The Indians 
were however dying from white 
diseases as the Trans-Amazon 
Highway opened up the region. 
Huge tracts of forest were being 
cut down and farmers, loggers 
and factories were moving in. 

As for the Indians, the gov- 
ernment had a vague idea that 
those who survived might find 
work as farm labourers or in in- 
dustry. The Villas Boas brothers 
thought they deserved some- 
thing better. To cushion the 
shock of the white invasion, could they not at least have their 
own bit of protected territory? For some 20 years, Claudio and 
Orlando tried to persuade the government to provide such a res- 
ervation and in 1961, to everyone’s surprise, it agreed. The Xingu 
National Park stretches over an area of 10,000 square miles 
along the Xingu river. About 4,000 of the displaced Indians 
came to trust the brothers enough to make a go of the reservation. 
There are quarrels over territory among the 18 tribes and the 
Xingu is becoming a sewer. Sometimes there are fights between 
Indians and illegal gold prospectors. But the reservations life is, 
anyway, probably limited as young Indians are tempted to life 
beyond the forest. Claudio accepted that his earlier ambition 
was unrealistic: that of preserving the culture of the forest Indian 
as though it were a rare flower. The Indian culture “is corrupted 
through contact with civilised outsiders,” he said. 

However, Claudio Villas Boas saved a few lives, and restored 
some sense of security to communities that faced disaster. He 
might be amused that, in campaigning for the Indians, he indi- 
rectly drew attention to the importance of Amazonia. It turns 
out that the great woods feed a lot of oxygen into the world’s 
atmosphere. In the polluted cities of the West, the alarm is up, 
although perhaps not so much about the fate of the Indians. But 
if the forests go, what about our air? 
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Is a finance programme with a difference. Building on proven elements in the Oxford Advanced 
Management Programme, it has been specifically designed to take senior executives, general 
managers and fast-track talent from a standing start to a strong and broadranging competence in 
modern financial management and strategy. 


BUSINESS AT OXFORD 


26 April - 1 May; 1 - 6 November 1998 


Return to Maureen Campbell, Templeton College, Oxford, OX1 SNY, UK 


D Please send details of the Oxford Senior Executive Finance Programme 
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Oxford Tel: +44 (0)1865 422733 Fax: +44 (0)1865 422501 SCHOOL 


Email: maureen.campbell@ templeton.oxford.ac.uk 
Internet: http://www.templeton.ox.ac.uk 














Brilliant people 


generally make it to the top. 


But a year with us might be rather helpful. 
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THE LONDON CENTRE OF 
INTERNATIONAL RELATIONS 


Orient yourself to the Orient 


at ISUGA, the Europe-Asia International Business School. 


NOW OFFERS THE FOLLOWING, 
MA in International Relations 
MA in International Relations and European Studies 
Full-time and Part-time (evening) study 
Admission in October and February 
MPhil and PhD degrees. 


For further details please contact: 

[he London Centre of International Relations 
(University of Kent) 

I1 Kingsway 

London WC2B 6YE 


Telephone: +44 (0)171 565-6836 


Fax: 0171 565-6827 
E-Mail: LCIR(@ukc.ac.uk 


LCIR 


UNIVERSITY OF KENT 
AT CANTERBURY S888 


Excellence in Higher Education at Britain's 


European University 





Our courses specialise on the Japanese and Chinese 
markets (or Europe for students from Asia) and offer the 
option of a year studying or working in Japan or China. 


ISUGA, CREAC’H GWEN, 29000 QUIMPER, FRANCE 
Tel: 00 33 298 10 16 16 Fax: 00 33 298 10 16 00 





LaSalle University offers a variety of 
distance education programs in: 













*Arts & Sciences * Business * Education 
* Engineering & Computer Science 


Call For More Information 


(504)626-8904 
Fax (504)624-2962 
LaSalle Education Corporation 
620 Lotus Dr.* Dept. 136* Mandeville, LA 70470-4000 
Visit our website! www.distance.edu 












ENGLISH 


in IRELAND. in the USA, 
in JAPAN. in BELGIUM 


GERMAN 


in BELGIUM 


COURSES FOR 
MOTIVATED PEOPLE 











* ADULTS from 19 years 

* RETIRED PEOPLE OF 55 AND ABOVI 
(Special conditions available) 

* JUNIORS trom Il to I5 years 
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ENGLISH in ENGLAND 
in BELGIUM 





Putting into practice with our teachers 


at breaks, meals and evening socio-cultural activities 





A MAXIMUM OF PROGRESS IN A MINIMUM OF TIME 
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JAPANESE 


in JAPAN, in BELGIUM 





FRENCH 
in FRANCE, in BELGIUM 
DUTCH 
in BELGIUM 


66 HOURS PER WEEK 


CERAN LINGUA 
IN THE TARGET LANGUAGE 
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B-4900 SPA (BELGIUM) 


Study 


up to 45 private and/or group lessons 


CERUAIN' 


and pedagogical activities 
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| Master in Economics - MEc 


Applications ¢ are invited for the 1998-99 edition of the Master course 
in Economics at one of the leading Italian institutions for economic 

education and research. The course includes core modules in 
Microeconomics, Macroeconomics, Quantitative Methods 
and. Econometrics, cs well as specialist options in the fields of 
Monetary Economics, Financial Economics, Industrial 
.| ; Organization and Policy, Trade and Open Economy 
| Macroeconomics, Applied Macroeconomic Policy 

.Schol arships are availab 


Bocconi: University, founded in 1902 as one of the first Italian 
“ingstitutians in the field of higher economic education currently offers six 
IL degrees. in economics and related subjects. Of particular interes! to 
| MEc participants are the activities of the Innocenzo Gasparini Institute 
< for Economic Research -IGIER- cofounded in 1990 by rape 


ay K NBER and CEPR, which hosts Halian and forei ign scholars, offering 


T unique environment for intellectual exchange and | joint ! research. 


: = Contact us at: wwrw.uni-bocconi.it/mec - 


|. For detailed information and application forms please 


| contact: 


A The MEc Secretary - Universita Bocconi - via Sarfatti, 25 


.|. 20136 Milano (Italy) 


: Telephone - Telefax +39-2-5836.3316 
“mail; MEC@UNI-BOCCONI.IT 


Paris Oxford Berlin Madrid 


| Shape your career to meet the challenges of a complex and changing | 


business world by joining our MBA programs in Paris. 


International MBA: intensive Full-Time 12 months 
Y Executive MBA: Modular Part-Time 16 months 


“The MBA with an International Edge” 


Deveiop your leadership skills, attitudes and business knowledge to 
operate across Europe and around the world. 


Our assets: International faculty, limited class size, practica! 
approach (including a three-month international project), ail 
classes in English, AMBA accredited. 


For further information, please contact: 
EAP, European School of Management, MBA Office, Paris 
Tel +33 (0) 1 44 09 33 31/32 - Fax +33 (0) 1 44 09 33 35 
http//www.eap.net - Email: mba@eap.net 
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CHAMBRE DE COMMERCE ET D'INDUSTRIE DE PARIS 


by distance leart 
e Buenos Aires - tel + 541 37. 

e Athens - tel + 30 1 360 9164 
e Mauritius - _ tel + 230 212 1599 S 
e Seychelles- — tel +248 383 000 — 

e Hong Kong - tel + 852 2721 5919 - 
e Singapore - — : tel +65 3321511 -— : 1 
e Guildford - tel 4 44 1483 259347. 


Se en m 1s University of Surrey. : 
Tel: 01483 259347. 


Fax: 01483 259511 - http://www.sems.surrey. acuk | 
Email: sems@surrey.ac.uk 


University of Surrey, Guildford, Surrey GU2 5XH | 
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Trading a and Finance 


Understand the growing importance 
of derivatives in the key areas of trading, 
portfolio management and risk management 
. Apply your outstanding mathematical and 
. analytical abilities to financial theory and practice 
Take a leading role and ensure your success 
in this demanding environment 
Enjoy flexible study options; either 
12 months full-time or 2á months. part-time 


CITY ‘UNIVE RSITY 


The British business school located. 
in an international financ ial c centre 


OUT MORE 
Business School 25 March '98 


23 April 98 


Open Day 


Open Day iness School 


VY F pbiistier c Crescent. 
set Barbican © entre | 
| London n ECIY I SHB 


SOLVAY BUSINESS SCHOOL 


Université Libre de Bruxelles 


In Brussels, the heart of Europe, Solvay 
Business School has been synonymous with 
excellence in business education for over a 

4. century. In an intensive one-year programme 
"Um the Master of Business Administration 
provides training in international 

management skills using a hands-on 

curriculum. Students may customise their 

. programme and specialise in European 
Management. Courses are held in English 

by a truly international faculty. 


. For more information: 


Solvay Business School 

Université Libre de Bruxelles, Dept. ECIA/3 
Avenue F. D. Roosevelt, 21. CP-145/1 

n .B-1050 Brussels, Belgium 

Tel: + 32 (2) 6504183 Fax: + 32 (2) 650 41 99 
E-mail: mba @ulb.a ac.be 


announces anew MASTER OF ARTS program in 
ECONOMIC POLICY MANAGEMENT 


* The program is for experienced policy-advisors The program 
emphasizes practical applications of economic theory and 
management skills needed for effective policy formulation and 
realization as well as intensive French language training. The program 
consists of 14 months. coursework and seminars and a 4 month 


x | practical i internship. 


Applicants must. possess : a good Bachelor's degree, preferably in 


-E economics and business or engineering from an approved College or 
qd University. A minimum of three years of policy-related work experience 
“fois an advantage 
j* Commencement: July 1998 for the 1998/1999 program. 


Application forms can be obtained from; Admissions Office, 
. Economic Policy Management Program, Department of Economics. 


University of Ghana, Legon, Ghana * Tel: 233-21-501487 - Fax: 233-21-501486 
Or World Bank Office nearest to you 


Send completed application forms, and other supporting documents 


| to the above stated address by 30th April, 1998. 


* Some scholarship awards will be available for a few applicants. All 
applicants are, however, urged to seek funding from other sources. 

* Qualified EPM applicants from any member country of the World 
Bank that is eligible to borrow from the Bank will automatically be 
considered for the Joint Japan/World Bank Graduate Scholarships . 
available through the EPM Program. . | 
* The African Capacity Building Foundation, Ihe word Bank and | 


| other donors are pec, financial supper. 
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MBA Programme 
ull-time - b. mouths 


Du 3 
years work experience 
Profici iency im oral and written English 


EPP ; 


Executive/Professional Programmes 
Specialisations: 

In the period May 8 - August 13, 1998 
Marketing of Services 

. Managerial Control and 

Management informaton Systems 


Training of Women. Entrepreneurs. 


E Admission C riteria -— 
Bachel lor's Th iree or equiva alent . 
Hh s Wark experience - 
Buide in oral and written E meisi 
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of 
Management (MSM) is dedic ated 


to excéllence in global management: Comore Strategy 







Beld ech Finance for Executives 


Admission criteria 





English facultv, a characteristic of INSEAI 3, 

Preliminary research outline 

audi al dria support In 10 demanding days you will cover: | 
pplication fee DIL. 100. 
dg E i * financial accounting & analvsis - interpreting the 

For more information piease rcality behind the numbers; 

contact: * analysis of investment decisions - appraising 

Maastricht School of Management investment opporr unities buv/lease etc; 

MSM} * corporate strategy, financing and valuation - 

E je r 203 — financing development and investors expectations; 

6201 BE MAASTRICHT * corporate risk management - currency and interest 

Job &3143 36183j8 rate fluctuations and risks. 

Far: + E43 3648130 . | | | soji 

email: — information@msm.nt You are particulary encouraged to bring with you — 

Internet :— BttpiAvwsc mim ni the company's financial statement of your choice. 


Maastricht School of Management 






Ph.D.J/DBA 
Areas of Research 

Management and Development 
Restricturing and Privatization 


Organizational Develapment 
Accounting and Finance 
Technology and Management 
Entrepreneurship and 

Small Business 
Environmental Managemen 
information Technology 
















i f l Pekka Hietala 
> Programme structure (modular! 
Coursework | 


Dissertation T i M pH: p | | | 
29 September - 9 October 1998" ° E - 19 March 1999 
Duration and Timing ; 


ths Soaring i E ToS Professor Pekka Hictala takes managers outside the 
RUNE IR 1 a ; s ; RS 
+ Full-time f Parttime / Qut-reach financial function through the main issues of finance. 


You will acquire powerful tools to understand and 
master the impact of finance on business performance 


; Master's Degree or equivalent 
- shared with a multinational participant group and | 


> Prof ficieney in oral and written 


Special evening sessions are organised to apply the ` 
programme material to participan is ‘choices. : 


If vour financial skills need an update or a renew: al. and 











| you want to know more about this programme's content, 
faculty and its past. En P — ic 
please fill in the coupon and Y^ 
you will receive a detailed IN S i 
brochure by return mail. 

| Enrichment Through Diversity 

| 


For an application form and programme brochure call Janet Burdillat 
on 33 (0) I 60-7242. 90, or fax to 33 (0) 160 74 55 13. 
E-mail execed@insead. fr hittp://www.insead-fr 
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Cj 1998 INSEAD Executive Education Programmes 
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offers in cooperation with the faculty of 


INSEAD 
Upcoming Courses 1998 | 
Advanced Corporate Finance 
- Financial Innovation (March 30- April 3) 
Portfolio Management 
- Fixed income Investment (May 5-8) 
- Real Estate investment (May 18 -19) 
Banking and Risk Management 


in Emerging Markets (June 2- 5) 
Advanced Valuation Topics 



























. + Valuing Commercial Banks (june 10-11) 
- » Real Options (June 12-13) 
Project Finance (June 15-19) 
Asset Securitisation (June 22-24) 
i | Measuring and Implementing 
DN l Economic Value Added (Aug. 31 -Sept. 2) 
MSc Insurance and Foundations of Finance (Sept 4-25) _ 






For further information and our detailed brochure, que pn | 
Ms. Katelijn Arnold, Course Manager. "IONS T 


Risk Managment 


First-class academic teaching, rated ‘Excellent by 
< the Higher Education Funding Council of England 


Dansinn 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: *31-20-5208555 - fax: +31-20-5208506 - e-mail: info@aif.ni 








_ Substantial exemptions from professional 
examinations, including the ACH qualification 
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Tuition by leading practitioners based at City 
financial institutions, providing the essential link 
between theory and practice 





Institute of 
Social Studies 


The Hague, The Netherlands 





The ideal basis s for a career in i insurance, 
financial antics or risk manage ment 
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| €nv UNIVERSITY 


The British business school located 
in an international financial centre 


- The Institute of Social Studies ISS is an international graduate 
E . school of policy-oriented, social science teaching. interdisciplinary 
c... research and advisory work in the field of development studies. 
^ Founded in 1952, the Institute is one of Europe’ s leading centres 
-> .of higher education and research in this field. 
- Over 8000 students from more than 160. countries have 
participated in the Institute programmes 
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Open Day - < Development, Public Policy and. Adm nd Women 
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; Taking the GMAT : MANAGEMENT IN 


SWITZERLAND 


J HOSTA 


Hotel & Tourism 
Sch 













ETT UTER rer UNT UU TNNT SETUETORUTPeSa TOTNM MY trt t tr meaa 


nmersion 
for company personnel 


full-time 
tailored 
one-to-one 
private room 
meals, laundry 
qualified teachers 
cultural input 
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i EOS Chinese, Korean ville Sperata 


and aff other languages available in London or Lancashire or residentially near Winchester. | 


htig:/ /www.crossculture.com 
info trossculture.com 


- RICHARD LEWIS 
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s: NH University " 


7 5 Royal Holloway is a College of the University of London, 


aE: located 20 miles from Central London near Windsor. Unlike 


. other research departments of Economics, we limit postgraduate 
- numbers to 15-20 to ensure that students gain personal attention 
from academic staff. For 1998/99, the Department is offering 
6 College Scholarships paying home fees. These can be held 
in conjunction with a Teaching Fellowship contributing 
£3,000-£5,000 towards maintenance. 


We welcome applications for the Taught 
Master's degrees in Economics, Financial 
& Industrial Economics and Political 
Economy. We also offer MPhil and PhD 
research degrees. 


Enquiries to the Postgraduate Secretary, 
Department of Economics, Royal Holloway, 
University of London, 

| Egham, Surrey, TW20 OEX. 

sp E-mail: peecon@rhbne.ac.uk 

p Atip/www.rhbnc.ac.uKeconomics! 
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SWITZERLAN 


High standard, sports activities, French, Germa 
Classes, excursions, mountain: hikes, s summer skiin 
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TEEN CAMP since 
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For Life Académie & Work Experience — 
Degrees ‘or people who. want to be more effective. 
and secure in their jobs or professions, — 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by. 
utilizing your ife and work experience, College equivalent credits are 


Match your given for your: job, military, company training, Industrial 


legal degree We accept colege €redit& no matter when taken, 
and Our graduates are recognized for their achievements in business a 
transcripts industry. We will assist you in completing your degree requirements 


at your own pace through home study. 
Sendiax detailed: resume tor a NO.COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, Hi 96814-4922 
l 1-808) 597-1 $09 
degrees apen CALL: (800) 423.3244 ext. 137 UK: 0800-960- 413 x 
doors," Fax: (310) 471-6456 E-Mail: admissions pwu.com | 


. httpZ/www.pwu-hi.edu 
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HARVARD UNIVERSITY WORKSHOP 
PRIVATIZATION, REGULATORY REFORM 
& CORPORATE GOVERNANCE 

June 29 - July 18, 1998, Cambridge, Massachusetts, USA 

*Privatization of Natural Monopolies 

*Regulation: Structure and Methods 

*Deregulation and Competition Policy 

*Mass Privatization in Transition Economies 



















*Recent Privatizations in Developing/ed Countries 
*Post Privatization Corporate Governance 
*Sector Case Studies 


Fax: (617) 495-1239 
. Tel: (617) 495-3482 
"Email: pep@hiid. harvard.edu 


Hivvard Institute for international Development 
One Eliot Street, Camoridge, MA 02138, USA, Attn: Mike Hricz 


WWW. zm HARVARD. EDUITRAINING m 


GLOBAL E 


MS in INTERNATIONAL ECONOMICS Gain the quantitative 
and analytical skills essential for an exciting career in interna- 


| tional business or government. This full- or part-time evening 


program covers everything from advanced forecasting tech- |. 
niques to exchange rate risk management and more. For more 1| 
information, e-mail grad.admission@admin.suffoik.edu or i| 
| fax to 617-523-0116. Suffolk University, 8 Ashburton Place, i|. 
| Beacon Hill, Boston, MA 02108 Call us at 617-573-8302 || 







































































THE HITACHI LECTURESHIP IN 
HIGH PERFORMANCE COMPUTING 


Applications are invited for this Research Lectureship which is 
funded from an endowment made to Trinity College by Hitachi 
Limited, The appointment will be tenable for a period of three 
years from the earliest convenient starting date. 


Applications will be wel : ome from candidates who. have research 
interests in any area of the applications of parallel computing 
| including- economics, data mining in financial applications, 





d appropriate, the opportunity to work with specialists in the 
| Hitachi Dublin Laboratory. Teaching duties will be limited to the 
| provision of specialised COURS in parallel computing and its 
F applications. as 


“The person appointed will work with the Director of the High 
i Computing. Initiative in Trinity College, Dublin 





: which, with Q Queen's University Belfast, forms the Centre for | 


| Supercomputing in Ireland, The successful candidate will be 
expected to contribute to the College S PRES within the EU's 
TTN network. 


Commencing salary will be within the mingel IRE22 200) R223, 000 
per annum. 


“Intending candidate should submit à full cámculüm vitae, to 
include the. names of three referees, to: 


Establishment Officer 
Staff Office 
Trinity College 
Dublin 2 


Tel: 353-1-608 1678 / Fax: 353-1-677 2169 
Email: recruit@tcd.ie 
The closing date for receipt of completed Appucanons will be 
| Friday, 27th March, 1998.. 


|. Further information on High Performance Computing at Trinity 
| College, Dublin is available from: sexton@math. tcdie - 


Trinity College 1 is an equal opportunities employer 


International Humanitarian Law 
and Current Conflicts _ 
New Dilemmas and Chailenges for Humanitarian Organizations 


Harvard Law School 
june 22-27, 1998 


A six-day seminar for humanitarian and human rights field workers and | 
‘| administrators to explore issues of humanitarian law faced by organizations 


working in situations of armed conflict. 


For more information please see the brochure on our website at 
www.law.harvard.edu/ Programs/HRP/ihl.html, 
or contact 
Human Rights Program 
, Páot Harvard Law School 
- Cambridge, MA02138 
(617) 495. | 110 (fax) hrp@law. 


eran. s Ripe ts. Program and the International, 








‘ngineering. The appointment will afford, where | 







BacHELOoRS-MasrERns-PH.D. Tr 
Credit for work experience * No classroom: 
attendance * Accelerated degree programs | 


Fax 610-527-1008 - Ena: washuniv @op net 


| FRENCH 


| i ane du Tonnelet, 
B-4900 SPA. (ARDENNES ) 


Nee pt, a 5s TOTALLY PERSON ALIZED T 
harvard.edu nic] - Also courses for teenagers an 





üittee for the Red Cross, T 








“SOCIAL SERVICES 


| UNAWA, the United. Nations Relief and Works Agency for 


Palestine Refugees. requires a Director of Relief and Social 


| Services at its Headquarters in Amman. Reporting directly to the | 
~ Commissioner-General, the Director is responsible for policy | 


guidance and technical direction of relief and developmental 
social welfare programmes affecting some 10% of the 3.5 million 


Palestine refugees in the Agency's 5 fields of operation (Lebanon, 


Syria, Jordan, West Bank and Gaza). Work includes: formulating 


and overseeing the implementation of policy and strategic plans; 
- assessment of adequacy of services and programmes; monitoring 
» and eva luation of impact of programmes on the welfare of target | 
P groups; coordination of assistance from governments, voluntary ` 


agencies. and other UN organizations; technical direction and. : 
supervision of programme staff. 


Requirements: university degree in social welfare or related 


field plus advanced coursework in poverty alleviation or 
community development, with emphasis on the application of 
social welfare policies and methodologies to developmental 
programmes; at least 15 years' related experience with 10 years 


at the managerial level and 5 years at the international level, in 


organizations concerned with social welfare and providing aid | 
to refugees or other underprivileged groups in developing | 
countries. Language: Excellent command of spoken and written 
English. Desirable: Post graduate degree in developmental 
social welfare, knowledge of. Middle East environment and 
cultures, prior service with the UN in the Middle East, working: $ 
knowledge of French and Arabic, computer literacy. a 


Remuneration: This D1 level post carries an annual net (tax 
free) salary starting from $83,300 (with dependents) and 
$76,400 (single) plus fringe benefits (education grant, home 
leave, dependency allowance, pension fund and health plan). 


Applications may be sent before 31 March 1998 to Head, 
Recruitment Section (VN/5/98), UNRWA HQ Gaza, via 
UNRWA Vienna Office, P.O. Box 700, A-1400 Vienna, Austria 
or, Fax No. (+972-7) 677 7555, from where additional 
information may be requested. 


7)) NATIONS UNIES 
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UNITED NATIONS. 





NIA - 








“MONTICELLO BS 
UNIVERSITY <4 
Excellence in. Accredited 
Distance Learning 
BA, MA, MBA, PhD, JD 
www. monticello.edu 
913-661-9977 





Send Mesume for no cost evaluation. 


Washington University | 
PO Box 1138 + Bryn Mawr, PA 19010 





SPANISH | 


{Barcelona} 


Teh: 32. MATE 


| ip! //^www.sogid.be/dialogue 
Fax: 32-87/773592 


E-mail: uoi cane uae 
young adults during RAIN acations 
- North American Inquiries: Elliot Essman/Autonomy Publishing Corp... 





ak: 80 414- 7416 Fax (914) 834-8938. bad Ota Mone com/ ee him 
















Join the City (NEZ 


As a top international business school in the 
City of London, we believe our people are 
well worth talking to. 


Why? First, they publish highly rated 
research and deliver teaching externally 
judged as excellent. And they usually have 
extensive senior business experience or an 
international consultancy background. 





Our Masters students and international 
corporate clients expect nothing less. 

A global business school for a global City 
needs a global perspective. 


If you are interested in bringing your 
expertise to this prestigious faculty, we're 
currently looking to recruit City Experts at 
Lecturer/Senior Lecturer/Research Fellow levels 
in finance, financial management, business 
strategy, insurance, shipping, transport and 
logistics, quantitative methods, information 
management and systems thinking. If you 

are interested in working with us, please 

get in touch. 


For vacancy details, contact: 
Academic Registrar, City University 
Northampton Square 

London EC1V OHB 

Tel: +44 (0) 171 477 8039 

Fax: +44 (0) 171 477 8886 

Email: m.j.akalay-watkin @city.ac.uk 


For our other services, call us: 
MBA/MSc courses: +44 (0) 181 553 6960 
Executive education/consultancy: 
+ 44 (0) 171 477 8710 
Press enquiries: + 44 (0) 171 477 8721 
1 Richard Taffler City University Business School 
“one of Britain's brightest financial brains" according to the Frobisher Crescent, Barbican Centre 
sunday limes, and an expert on Z score models for predicting London EC2Y 8HB 
-ompany failure and recovery Fax: + 44 (0) 171 477 8880 
WWW: http://city.ac.uk/cubs/ 








2 Costas Grammenos 


Pro-Vice-Chancellor, awarded the OBE for services to shipping, and the 







leading expert on shipping hnance 


Clive Holtham 


Bull Information Systems professor and a pioneer of multimedia 
d 


Re LS 09 University 
| BUSINESS SCHOOL 


Gyosei senior lecturer, now City's foremost expert in international 
s Geoffrey Wood Research and teaching excellence for 
the City of London at the Barbican 
We are committed to equal opportunities 
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financial requlation and compliance 






renowned for his work on monetary control and monetary institutions 































Applications are invited for the above full-time, permanent post in the School of 
Development Studies, tenable from 1- September 1998. | 

The appointment will be made in. any area of economics with Nu: to 
developing countries. Applicar have, of expect to complete i in the near 
future, a PhD. A track record of research as and overseas s experience 
is essential, | 

The successful candidate will be opted, to contribute to economies cs teaching at 
the undergraduate and Masters level and have an interest in teaching in an 
interdisciplinary context. The: appointment. also. involves «membership of the 
Overseas Development Group which. requires. the appointee. to work up to one 
rch, - training, and ee 









should ; 

















third of their time on externally funded. re 
usually in developing countries. 
Salary will be on the Lecturer A scale, £16,045 to £21. MA per annum or 
Lecturer B scale, £21,894 to £27,985 per anim, plus. USS. benefits. 
< Further particulars and an application form should be obtained from the - 
Director of Personnel and Registry Services, University: of East Anglia, 
Personnel@uea.ac.uk), to returned by 1 15 April 1998. “Please quote 
reference AC186. pq | 
UEA is committed t to excellence in r education andi research 

















RI ESIDENT _ 
 Anatolia College 
Thessaloniki, Greece 


Anaiolia College, an independent, non-profit, non-denominational éoedücational 

"institution, seeks a President to assume office in July 1999 upon the retirement of Dr. 

William W. MeGrew, who will have served the College for a quarter of a century. Founded 

| in 1886 and chartered in the Commonwealth of Massachusetts, Anatolia College is located 
jon a 4$-acre campus on the slopes of beautiful Mt. Hortiatis outside the city of 

. F Thessaloniki overlooking the 2,360-year-old capital of Macedonia. and. the Gulf of 
Thermaikos. 





Anatolia College consists of two divisions, a college and a high school, The American 
College of Thessaloniki ae "fi a four-year institution founded in 1981, currently: serves 
more than 700 students (10% international); instruction. is in. English. The six-year high 
"School serves 1,200. ideas instruction is in Greek. The President of Anatolia College, 
-who reports to a Boston-based Board of. Trustees, oversees the administrators of the two 
divisions, With an annual budget of $10 million, the College has an endowment of over 
$20 million and is presently engaged in an $18.4 million capital campaign. More than $11 
million has been raised to date, including a matching grant from the. Meno Foundation- 
The C ollege has 6,000 alumni of record. 


“young men and women of Greece, regardless of economic circumstance, in.a manner 
which fosters and. strengthens the. friendship among individuals in Greece and the United 


‘Hellenic heritage.” 


“New England Association of Schools and Colleges, effective October 1993, and currently 
ds.compleung the process of seeking full accreditation. ACT has enjoyed an increase in 
enrollment in each of its fifteen veers óf existence and has a faculty of 60, most of whom 


| offers degrees in both business administration and liberal arts. lis graduates are admitted 
for advanced degrees in leading universities inthe U.S. and Europe. 


The high school, with a faculty of 90, follows the standard Greek public school curriculum 
] and enriches it with practical hands-on. experience in fully equipped laboratories and in 
information technology taining using sophisticated computer facilities. In addition to the 
Greek curriculum. students attend: advanced English courses and study American and 
British literature as well as participate in athletic: and extracurricular programs. These 


frequently have been chosen to represent Greece in the Europe Yo Y outhi Parhament, and the 
‘school’s famed Forensics team leads all the schools in the country. More than 75% of the 
school's graduates go on 1o universities, and their acceptance rate at Greek universities is 
among the best in the country. 


Leading candidates will have significant idiminiüstrative experience i American education 
and the ability tà-develop financial resources for the institution. International experience, a 
terminal or Ph.D. degree, a working knowledge of Greek (or a willingness to learn the 
guage), and a familiari ty with. Omene: are: laa 


ay pon Credentials sil p? eed d upon P and will be 
sition i is filled. Nominations- and dd which should include 


John Kuhnle, Managing Director 
: Korn/Ferry International = 
st., NW, Suite 800, Washington, DC 20006-2 105. 
ui Fax: 202) 822-8127 divx 
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The mission of Anatolia College is “to provide education of the highest. possiblé quality for 


States, promotes mutual understand: ng of me Greek and American cultures, and honors the 


| The American College of Thessaloniki holds Candidate: des Accreditation. Status with the | 


| hold Ph.D. and: M A. degrees from leading universities in the L.S, and Great Britain. ACT | 


courses and programs have made the school à leader in Greek. education. Students | 


ET HUNTING IN NS À? 


i Career Tel. (662) 2674685 Fax. 2674688 






Path Email: cpasia@bkk.loxinfo.co.th 
ae 35/F Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 





The creme always rises to the top, 
so why shouldn’t you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning +100K per 
year, we can assist you in attaining your goals. At Resume Broadcast 
international, our team will manage your career search with the expertise 
you have come to expect. Our commitment is not just 40 hours per week, 
but 24 hours a day, 365.days a year. Contact us at Tel: (909) 866-4213, 
Fax: (909) 866-4244 or E-mail: 102224.3306@compuserve.com today 
. and watch the doors to opportun ity open tomorrow. 


Resame Resume Broadcast International 


TOEN de cut PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Hm MORI atio xs l Emai: 1022243306 compuserve com 
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FACHHOCHSCHULE FURTWANGEN - 


HCHZHSCHULE FÜR TECHNIK UND WIRTSCHAFT 


Professor of International Business 
- position starting September 1998 or a conventient date - 











The TERN of Fürwáiqéd at 
Villingen-Schwenningen (Germany), 
Department of International 
Business is seeking. a 


We are a young department, now seeking to enrich our faculty with 
a team-oriented business expert with significant experience in the 
corporate environment who can also cover one of the following 
areas: | 

International Marketing, Communications/PR, International HR- 
Management. 


Principal responsibilities: 

- Interactive lecturing in English and supervising student projects 

- Contribution to the expansion of our international contacts with 
companies 

- Active involvement in the on-going development of our team 


Qualifications: 

- A minimum of five years' professional experience in business 

- A higher degree in business: M.Sc., MBA, German Diplom, or 
equivalent plus proven competence in research and/or consultancy 
activities 

-= Working knowledge of German 

- Excellent interpersonal skills and communicative competence in 

English 


We are an Equal Opportunity Employer. Applications from women, 
minorities and residents from all countries are strongly encouraged. 


For full details please order the information package: 

Fax +49/7720-307-307; e-mail: fb-ib@fh-furtwangen.de; 

http://WWW.fh-furtwangen.de/IB-WWW; tel.: *49/7720-307 -303. 

Please send your application with full particulars of qualification 
before 8th May 1998 to: The Rector, Fachhochschule Furt- 
 wangen, Postfach 11 52, D-78113 Furtwangen, Germany, Chiffre 


Eg 05/98-IB. 


cas to provide stimulating 
of Marketing in both research and _ 
g ties with other departments, éspecially 
e business economics part, of the Facu ee 


For further information P contact prof. dr. A. c. F. Voist, 

- tel, +31-104081270, fax +31-104527746, e-mail vorst&few. eur, nlor 

of.dr. H.R. Commandeur, tel. +31- 104081309, e-mail 
mmandeurG @few.eur. nl, 


Qualified applicants. should send a curriculum vitae, an overview of 
ications and working papers to the Search Committee for Marke- 
‘prof.dr. A.C.F. Vorst, Chair, Erasmus Ù Iniversity Rotterdam, 

O. Box 1738, 3000 DR Rotterdam, t the Netherlands, within three 
weeks after publication. — 


The International Savice for ‘National. Agricultural Research 


(ISNAR) has a mandate to strengthen. the agricultural research - 


systems in developing countries. ISNAR. provides advice, 


information, bodies and carries out research in the areas of 


policy, organization, a anagement. Ìt is headquartered in The 

gue, , and is one of 16 international centers 

ie Consultative | Group on international 

T. | | Resear h COLAR). ISNAR is inviting applications 
fer two senior pens PUE 


he first post (ref. SO/RSD /98/01) requires à senior ‘officer who. will work in teams | 


onducting résearch and analyzing ongoing processes of reorganization in agricultural 

search systems, primarily in the countries of Central Asia, the Caticasus, and in Eastern 
iurope. Work experience in these areas is essential. Applicants must be fluent i in English, 
nd a working knowledge of relevant languages (esp. Russian) is desirable. 


‘of the second post (ref SO/GL/98/02), the senior officer will mainly conduct research on 
he effects of globalization on agricultural technology markets and its implications for 
ational agricultural research . Systems in developing countries. Significant work 
SE experience in Africa, Asia or Latin America is essential. Applicants must be fluent in 
| English and possess at least a working knowledge of either Spanish or French: 


; “ Qualifications : 
T For both posts a PhD in a select discipline | of CE EE policy, or management 


| development as it relates to agriculture and a minimum: of 10 years’ relevant research and |. |- 
"consulting experience at the level of top policymakers. is preferred. Applicants with a | 
“F: Master's degree will be considered but should have an additional 5 years’ relevant work | 
ij experience. All candidates should have a demonstrated ability fo work in teams in a 


] multicultural environment and possess excellent communication skills, both oral and 
| written. For both posts, significant travel is involved (approx. three months per year). 


; ! Appointment 


i . Both appointments are for an initial contract period of two years, with a probationary 
“f -period of one year. 


<4 Application 

-]. Further particulars of the positions may be obtained from ISNAR Personnel Services. 
>| Phone: (31) 70 - 349 6100, fax: (31) 70 - 381 9677, e-mail: isnar@egnet.com, and/or our 
“| home page on the Internet (http//www/cgiar.org/isnar/misc. /job.htm). 


if Please submit your letter of application by 15 April 1998, together with a curriculum vitae | 
and the names and addresses of two references, to the Director General, ISNAR, PO. Box 


-| 93375, 2509 AJ The Hague, the Netherlands. 


dus NAR believes thai diversity of staff contributes to excellence. id therefore encourage 


5 omen and sees ak eal nationals to Dee 


Switzerland As $ part ‘of o our » ancgdivecd - 
commitment to Asia, we will be opening - 
an Economic Research & Consulting - 
office in Ho ig Kong and ; are seeking 
economists. for the challenging task of - 
building up this operation. 

You will be responsible for scanning 
Asian insurance, reinsurance and finan- 
cial markets for business opportunities, 
producing cutting-edge publications 
on local and regional business develop- 
ments, and providing our executive 
managers with first-hand market infor- 
mation. Taking part in in-house strate- 
gy consulting projects and establishing 
high-level contacts with Asian insurers, 
brokers, supervisors and investors will 
also be an important aspect of} your role. 

You will need an outstanding degree 
in economics or international finance, 
preferably to postgraduate level, com- 


bined with at least two years of profes- 


sional experience. and strong spread- 
sheet skills. Besides having excellent 
written and presentation skills, you —— 
should be fluent in or a native speaker 
of Cantonese/Mandarin and English. 
In return, we offer a competitive re- 
muneration package (incl. accomoda- 
tion allowance) plus a co-operative 
working environment in a small, young 
team, with excellent career prospects 
within the Swiss Re Group. 

Please send your application with a 
detailed CV to Martina Badrutt 
(Tel. +411 285 53 17), Swiss Re, 
Mythenquai 50/60, CH-8022 Zurich. 


Swiss Re 
TI] 
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Human Rights and Local Democratisation Activities 
Since 1992 DFID has provided humanitarian assistance in Bosnia Herzegovina. The shared objective of DFID and the NATO 
led Stabilisation Force (SFOR), to support the implementation of the Dayton Peace Agreement has meant that reconstruction 
funds have been channelled to a range of small-scale infrastructure rehabilitation projects throughout Western Bosnia. 
The Project is now entering a new phase, whereby resources will be focused exclusively on promoting inter-entity and inter- 
ethnic co-operation and the return of displaced persons to minority areas. This new phase will also extend partnership beyond 
SFOR to a wider range of international and national institutions concerned with minority return, human rights and local 
democratisation ia Western Bosnia Herzegovina. 
The goal of the programme is to contribute to the civilian aspects of the Dayton Agreement by encou raging the return of 
significant numbers of minorities to fully integrated communities where fundamental human rights and diversity are fully 
respected. The purpose of the programme is to provide the social, economic and political conditions in which minorities are 
able to have free, informed choices about return. This will be achieved through an umbrella programme which will identify, 
develop and implement a range of sub-projects contributing to the overarching purpose. 
Your specific remit will be to develop a portfolio of Human Rights and Local Democratisation activities in the project area 
which can realistically contribute to removing the major political, social and legal barriers to minority return and inter-ethnic 










ult of the unusual nature of the programme, DFID is interested in ‘lesson-learning’ from this post-conflict situation 
and you will liaise with the Emergency Aid Department to provide analysis and reports which will give guidance on providing 
aid to future conflict situations. m eta Ft 
QUALIFICATIONS PE 
The position demands a strong background in social development, social analysis and/or institutional analysis coupled with 
experience of project cycle management, particularly project design and development. Familiarity with conflict — — 
handling/resolution approaches is essential as are well-developed networking, communication and advocacy skills. Ideally you 
will have some experience of working in Former Yugoslavia or other post-conflict situations and have some capability in Servo- 
Croat or German, Experience of working in the NGO Voluntary sector, particularly in relation to the organisational 
development of NGOs is pre-requisite. Whilst you are not expected to have a strong, legal background, you must have a basic 
understanding of Human Rights and International Humanitarian Law Conventions and, ideally, some experience of Human 
Rights/Good Governance projects. The ability to develop an understanding of the key political and social constraints to inter- 
ethnic co-operation and minority returns in Western Bosnia is essential. Applicants should either be nationals of Member 
States of the European Economic Area (EEA), or Commonwealth citizens who have an established right of abode and the 
right to work in the United Kingdom. 
You will be on contract to the British Government for one year in service to the Government of Bosnia. Salary will be 
c. £39,000 - £43,700 p.a. (UK taxable). Additional benefits will normally include variable tax-free allowances, children's 
education allowances, free accommodation and passages. 
Closing date for receipt of completed applications is 3 April 1998. | 
For further details and application form, please write to Appointments Officer, Ref No AH304/MS/TE, 





Abercrombie House, Eaglesham Road, Bast Kilbride, Glasgow G75 8EA, stating Ref No AH304/MS clearly on your 
envelope, or telephone 01355 843532. | mE | 
DFID is committed to a policy of equal opportunities and applications for this post are sought from both men and women. 
Department For 
pb international 

9 Development 
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— Chief of Party - Middle Egypt 












LICENSEES & DISTRIBUTORS |- 


s technical expertise in: (1) increasing revenues from users to | 
; sts; (2) decentralized sector management; and (3) municipal 












Customer Service Training 










will have 10 years of experience, USAID project management. : 





ica ere ne 2 aoe " ilie ams. 
experience leading similar activities, preferably in the Middle: 3311 JË ax: (612) 884-8901 
e strong interpersonal/leadership skills. Finance or MBA degree and | f < 9201 E. Bloomington Frwy, 




















and resume to: 202-944-2355 Attn: BDU/Egypt. 


350K short term pre-production capital 
required by private company for 

advanced stage zoned and permitted 
Colorado gold mining project. 

Substantial drill delineated reserves 

and upside potential within 700+ acres 

fee land. Unique Opportunity! 

|... Ph (303-679-1617 

Fax (303)-679-1626 
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| SENIOR R PROJECT FI INANC EXECUTIVE 


-Our cients, a major international bank and a financial consulting firm, 
wish to ae à Seni roject Finance Executive to M E a small 
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has bee coin nd working for leading 
nie ‘qualifications, senior management 





Remuneration 
benefits, 






Ni xchester Corporate Finance, 60, Tite 
0171) 352 6514. | 
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MANCHESTER H 
METROPOLITAN Ji 
UNIVERSITY H 


JLTY OF MANAGEMENT AND BUSINESS 
Head of Department 


(Professor) of Retailing & 
Marketing 


Applications are invited for the post óf Head of Department 
(Professor) of Retailing and Marketing. 


The Department has a reputation as one of the leaders in its 
field, with a good research record and excellent employer 
links. We are seeking a leader with a strong personal 
academic profile, including a significant research record in 
marketing and/or retailing, to develop the Department's 
course and research. portfolio. and to contribute to the 
evelopment of the academic and research profile of the 
Faculty. The title of Professor: may be conferred on a- 
suitably qualified, successful candidate. Salary will be 
dependent upon qualifications and experience but is 
unlikely to be less than 437,000. — 

‘Informal enquiries may be addressed to Professor Andrew 
J| Lock on 0161 247 3701; fax 0161 247 6350; 

|]. e-mail A.LockGmmu.ac.uk. | 














Further particulars are available from Mr I W Hallam, 
Personnel Director, The Manchester Metropolitan University, 
All Saints, Manchester, M15 6BH. Tel: 0161 247 3315. 
e-mail H.Busby@mmu.ac.uk. The closing date for 
applications is 3 April 1998. | | 


The Center on Budget a and 

. Policy Priorities, a leading non- 

profit research organization in 
I | the United States, seeks a senior 
. budget specialist for a new new 
project focusing on assisting | Lake Geneva 
& Mountain resorts 
You can own a quality APARTMENT/CHALET in 

MONTREUX, VILLARS, LES DIABLERETS, LEYSIN 


non-government organizations in 
, emerging democracies around 
. the world in conducting budget 
i and tax analysis. See 
http:/www.cbpp.org or call 
202-408-1080 


From SFR 200000, -Credit facilities © 


REVAC S.A, - Ra rue de Mortbrilart— Qu + TGEA | 
(0o Tec 41 22/734 1540- Fax 7341220 l 








[ CASE ASSOCIATES 











“séctatal reform to correct ahis situation, with the support of the World Bank (IDA) and othe 
international development agencies 


Gas Utilization and to design a program: of institutional and organizational reform. Both studies : 
- are to be completed i in 1998-earby 1999. 


| The Government is establishing. a sali technical unit to nunage the design and imiplementation. Y 
_of this sector reform program and seeks to staff the anit with three persons: a Director, a Senior | 
Power Engineer and a Power Sector Reform Specialist. The first two positions are for Yemeni ` 


SWITZERLAND 


Sale to foreigners authorized . 


GSTAAD Valley, CRANS-MONTANA, VERBIER, A | 









in association with ECONOMISTS Inc. Washington DC. 







COMPETITION ECONOMISTS . 


Case Associates are an economics pra : 
competition aw and communication .econot 













The ideal candidate would have: at least a masters. degre 
excellent communications and literary skills and some. 
consulting experience. He or she should also have an interest - 
in the media, telecommunications and sport. We are looking 
for self-motivated, hardworking and ambitious candidates. - 
Those with other relevant qualifications/skills - are 
encouraged to apply, The position is based in London. | 





















Interested candidates. should send their CVs preferably as an 
e-mail attachment in Word together with names of. two l 
referees and salary expectation to: 



















Dr Cento Veljanovski, Managing Partner 
email: cento@globalnet.co.uk-or Fax: 44 (0)171 351 5591 
For general information see http://www.ei.com 













Republic of Yemen 
Power Sector Reform Program 
Power Sector Program Implenientation Unit 





The Power Sector in Yemen has suffered vears of poor management and inadequate investment ` 
and maintenance. The Government has embarked on a broad program of investment and 












a first step in the reform program, the Government is 


contracting with international consultants to prepare a Master Plan for Power Generation and : 







The reform program being designed idi the VO study will include the following components: [- 
-institutional reform of the power sector 
-establishment of a regulatory function for power (multi-sectoral) 
-design of a new tariff structure and tariff schedule 
«new Electricity and PEC Laws 
-upgrading financial, accounting and MIS systems at PEC and valuation of PEC assets 
-otganizational restructuring and corporatization of PEC 
-staffing and human resource development program for PEC 




















nationals, the reform specialist is expected to be an international expert. Interested persons 
should provide information indicating that they are qualified to fill this position, their 
professional qualifications and experience. The latter position would preferably be someone 
with practical experience in the power sector for a number of years with a private power 
company that has undergone substantial reform, similar consulting assignments and the ability 
to work successfully under similar conditions to those which prevail in Yemen. For these posts 
the Government seeks persons who are energetic and pro-active, with initiative and a 
willingness to take responsibility fo get the job done, vet who are good team players. The D. 
contract for each position would be for two years, resident in Sana'a, with an option to extend: | 
for yearly increments subject to mutual agreement. The unit would report to the Minister. of : 
Electricity and Water. A competitive compensation package is envisioned. The positions would 
be funded out of the proceeds of a World Bank (IDA) credit or grant funds if available. 















interested persons may obtain further information from and should send their resumes and a F. 
letter of application to the following address by April 7, 1998; 
Public Electricity Corporation (PEC) 
OWFice of the Managing Director 
PO, Box 178 
Sana‘a, Republic of Yernen 
Tet: 967-1-.264135 or Fax: 967-1-263115 














The Government of Sri Lanka is re | to reducing the level of state ownership and involvement in the management of 
businesses in the country. Privatisation is therefore : a key component of its economic strategy and methods of privatisation applied 
to date include Initial Public: Offerings and Trade Sales to strategic investors, including complete divestiture of companies. The 
current thinking of the Government is to take a macro economic approach to privatisation and to devise a comprehensive plan 
which charts a privatisation/restructuring course with a multi-dimensional approach. The privatisation plan would include tailor- 
made restructuring. programmes for key sectors of the economy which will involve some fast track privatisations as well as more 
longer term restructuring programmes for public sector utilities such as water and power generation. 





























Based in the Public E nterprise Reform Commission (PERC), Colombo, vou will assist with the development of sector 
strategies and policy reform. This will involve providing advice at the highest levels of Government and working closely with 
the General Treasury and PERC senior management. You will undertake an in-depth analysis of key sectors of the economy 
and the constraints on competitiveness, and devise appropriate tailor-made sector restructuring strategies including legislation 
for deregulation. Developing a public communication strategy to generate better understanding between government and the 
trade unions on privatisation will. also fall within vour remit. E 4 


QUALIFIC CATIONS 


| The position demands considerable knowledge: of market deregulation issues, planning lis reform and developing plans for 
: Er i1 casures. The. ability to demonstrate an understanding of the social / ‘equality i issues surrounding 
OE ati ia » experience in developing strategies for privatisation in the UK public. service or in developing 
counti es that have une crtaken extensive privatisation. Experience of planning public communication. programmes to increase 
consumer understanding, and awareness would be an advantage. Familiarity with the processes and preparation necessary 
leading up to privatisation is pre-requisite as. are good communication and facilitation skills. Applicants should either be 
nationals of Member States of the European Economic Area (EEA), or Commonwealth citizens who have an established right 
of abode and the right to work in the United Kingdom. 


You will be on contract to the British Government for 2 years in service to the Government of Sri Lanka. Salary will be 
c. £50,000 - £60,000 p.a. (UK taxable) commensurate with qualifications and experience. Additional benefits will normally 
include variable tax-free allowances, children’s education allowances, free accommodation and passages. 










| Closing date for receipt of completed applications is 3 April 1998. 


For further details and application form, please write to Appointments Officer, Ref No AH304/ES/TE, 
Abercrombie House, Eaglesham Road, East Tolo Glasgow G75 8EA, stating Ref No AH304/3C clearly on your 
envelope, or telephone 01355 843545. 


L FI D is committed to a policy of equal opportunities and SEDE MONE for this post are sought from both men and women. 
Department For 
International 
Development 





DELAWARE (USA) DE "T Maie ternational: "o " M 
; CORPORATIONS " F or mation Specialists 


ew & off the shel nies reasonably priced. 
fe US corporations & S- every State 
Pe Offshore companies: Caribbean; Europe, Far East 
Fasi reliable, discreet service since 1983. 
| USA Corporate Services Inc. 
- 17) Washington Ave. Albany, NY 12210 
(518)433- 1400 * BAX (518433-1489 
— http//www.eybl.com/offshore | 


IMMIGRATE TO IMMIGRATION TO CANADA| 
. BRAT ‘Uy ‘ANAD A CHAIT AMYOT 
— BEAUTIF UL CANADA " Barristers & Solicitors (Founded 1928) : 
| FLEXIBLE IMMIGRATION LAWS Reputable Canadian taw firm provides assessment of your T: 
ATTORNEYS RUSSELL & SAVAGE į | chances of success. FEES BASED ON RESULT] 
Suite 2000, 393 University Avenue, — | [isi ui t minm. ro er ASEMAT, 
Toronto, Canada MSG LES. forward your resume te: 
Fax: (416) 597-2267 Ph: (416) 585-2552 idm MEC cA tpe ves di 
aeiia ; " e ace Ville-Mariz, Suite 1900, Montreal, Canada, 
Email: hsavage@inforamp.net H3B 2C3, Tel: (514) 879-1353, Fax: 879-1460, 
i _ vkrusselk@iaol.com ae o2 E-Mulbdeoncegichait-amyotca 


BY CPA IN LONDON 
USUK tax return service and US/UK 
fax advice + full accounting services 
for US citizens and US 'green-eard' 

holders living/working abroad. 

Serving | individuals and corporations. 


LN. MOKHTAR FCA CPA [| 
L. Telephone. CUu 561195 l 
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"IMMIGRATION TO EUROPE? | 
Vois mity qualify te live and work permanently in LONDON mi T. "n 
THE NETHERLANDS LUXURY SERVICED APARTMENTS NEAR HARRODS. E 
and attain Dutch Citizenship. | 1 
Businessmen or Professionals can appl y APPOINTED FULLY REFURBISHED aa | | E 


50| TEL 31. 20-60 1-4510 FAX: 31 720-524-1312 | ALL FULLY EQUIPPED WITH MODERN FACILITIES 
4 E-mail: impassistideasyliving.com i i 












internet: www immiassist.com 
TRADE COMMISSIONERS REQUIRED 
WORLDWIDE 
EXCELLENT REMUNERATION 
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“Man - Red Alert! 


REE . CASH. GRANTS! College. 
Scholarships.. Business. Medical bilis, 
Never Repay.. Toll Free 1-800-218- 
“9000 Ext G-4265 vs ny 


S. Green C are TES Offer) 
APRIL 18+ 20, 1998. 


America's N. leading medical and. scientific 
immigration 1. risa coming io London 


DOBKIN & SHERMÁN; Pc. will be iy London, UK. on 
Saturday, Sunday, and. Monday, April 18. April 20, 1998. 

if you are interested in amanging for a personal 
rms please ; fax or remit us fir a reservation las 


j sssionally and. 'confidentaliy. 
your: assurance of success. 
G istered Investor Funds available. 
1 ists for skilled mun. businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 
INTERNET:- www.our-website.com E~MAIL-passport@infoserve.net 


o0 Ynited Nations Jadustríal 
uses Organization 


; TORS’ F ORUM 


DO Pop 


nd opportunities i in the E agro food, 
maceutical, building materials and | 
[DO homepage for details). | 
as astructure } $ project such as Fade 


(s power plant, roads, r 
zones, etc. Pong dm | | : 
“© Proposals for privatization of textile, chemical and fish 
processing companies. ` 
* Supportive environment and attractive package of investment and 
tax incentives. 
* Increased donor and international financial sector confidence. 


Meet your potential Guinean partners to discuss business co-operation 
including joint-ventures and the establishment of wholly foreign-owned 
enterprises, 

For further information please contact: 
UNIDO, Director, Investment Services OPIP, Director General 
Po. Box. 300, A-1400, B.P. 2024, Conakry 
Vienna, Austria Republic of Guinea 
— Tel: (+431) 21131 6414/4528 
Fax: (+431) 21131 6806/6808 
E-mail: Africainvest@unido.org 
Internet: http:/ /www.unido.org/wins 


Fax: (+224) 41 39 90/41 49 85 


Next UNIDO Investors’ Forum in Africa: 16-19 June 1998, Maputo, 


. [Mozambique (covering Mozambique, Zimbabwe, Lesotho, Swaziland, Botswana)| - 


NEWS | 


Tel: (+224) 414985 $ 


ADO | MET [E42] 


A series of five workshops on: 
International Investment 
International Finance 
international Trade 
International Tax 7 
International C Oil & Gas Transactions, 


Designed for T TN business executives 


| and government officials. 


‘Hands-on’ training exercises, case studies and seminars 


| Onssite visits to The World Bank, US. Export-Import Bank 
. Enhance your professional market value 


| For more information about the Workshop, contact: — 
| Office of Special Programs and Advanced Legal Studies, 


American University, Washington College of Law, 


4801 Massachusetts Avenue NW, 
. Suite 407, Washington, D.C. 20016, USA. 


Tel : (202) 274-4003 * Fax : (202) 274-4130 
e-mail : ECKSTEIN@wel.american.edu 
web site : http : //www.wcl.american.edu/workshop 


ie 


AMERIC CAN UNIVERSITY Washington College of Law 
^ International Legal Studies Program 


Offered as part of the Graduate Program on 
ternátional Business Transactions, 
University of Dundee 
web site : http//www.dundee.ac.uk/petroleumlaw/ _ 


; Academic Excellence 
Professional Relevance 









rv - P v POEUN ND PASSPORTS / Drivers Licences GOV'T FORECLOSED homes from 
i “Kensington | rk a "^e | fi ce Art e *-/ Degrees { Camouflage Passports / 13 pennies on $1. Delinquent Tax, 
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| Luxury Serviced apartments near Harrods. | | Gwe, Fax. +3120-5241407; E-Mail: (1) 800-218-9000 Ext. H-4265 for 





















Unique mail order service 





Select from studios, one/two bedroom apartments | ba hie O0 13.3245@compuserve.com: current listings 
all with fully equipped kitchens,and stylish (talia Fo | Fast delivery world-wide | http//www.global-money.com gs. 
PARE S = Business users only Ga as ae 





















58 Kensington Court, London WE 5DG 


| TEL ++ 44 171 937 2469 - 0498 622765 (24 Hrs) [ VIE WO SH 
ii à VOR $ 
FAX: ++ 44 171 7956215 ——— www.ArtDirect.co.uk 


, EMAIL: kenpark@dircon.co.uk — 3 | Tel: +44 (0) 174 793 1999 








CITIZENSHIP & PASSPORT 
Fully Legal Programme 
Extensive Visa Free Travel 
From US$40,000 + fees 


information / immediate service from: 





INTERNATIONAL 
PHONE CALLS 










lowest Prices 






ted iii in ‘Callback OFFSHORE DOMICILES LTD gt de 
ix Sovereign House, St. Johns, World contact 
ue GUN isle of Man IM4 3AJ. DIAL 
| INTERNATIONAL 


Tel: + 44 1624 801719 
Fax: + 44 1624 801990 
E-Mail: info@offdom. com 


neve //vewew. offdom.com 


3 Tel: + 44.181. 490 5014 
i Fax: + 44.181. 490 5075 
5 Email: sales@ppsitd.com 
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www. ppsitd.com 
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‘Berlitz. Your first 
word in a new language. 






No time for language classes? Then 
start learning at your own pace, in your 
own space — with a new Think & Talk" 
vad for af s home-study course from Berlitz. As the 
1-310-526-2200 1-310-526-2100 f; www. justicecorp.com world's leading name in language learn- 
| ing, we have 120 years of experience A E 

using the proven Berlitz Method: To find ann iversary : 


out more about the entire Berlitz family 
of language products, call today. Berlitz 
Bex ium 1 800 338 0183 


www.hberlitz.com EXT 6059 
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IUK. ........19¢ : 


T ^e 
Tue ee : Most new customers are 


U. Kis fieis au & 
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l2 i | = ! France......30€,| . referred by satisfied 
pe ATE: Bib net ET Network Germany ....24€| ..  NewWorld users 
Customer ervice. ái jKtaly........38€ | . 0 
|Netherdands..31€| “wren 2O io y 
Switzerland. . 29¢ - 


1 Brazil.......69€ "Numerous Special Services Included | 
: sia....54¢ - No Extra Charge - 


200 Fax: 201 MM 

















* Agents Wanted Call 1-206-378-2816 » 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West * Seattle, WA 98119 USA 
www. alibaci.com * Email: info 9 kaliback.c com 













Business to Business agents welcome 
201-287-8400 | 
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1402 TEANECK ROAD + SUITE 114 + TEANECK, KEW JERSEY - O7666 « USA 
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| — Bank for Sale 


| call for FREE report!!! malted E 
Wis. No. 1 OFFSHORE 

| | Call: 310-376-3480 (USA) COMPANY AND 
‘Pax: 310-798-3840 (0 TAX PLANNING 
Fax: 310-798-3842 (USA) SPECIALISTS 


Since 1975 our worldwide staff of- 
over 275  multi-disciplined. 
professionals including lawyers, M 
chartered accountants, chartered | 
| secretaries, and bankers have 
provided confidential and cost 
effective company formation in all. 

the major low tax areas. 













WORLD WIDE 
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[3 T m M SCF is ore of the world's largest tax, 
oer aite T planning practices. Fully owned and F 

operated by lawyers and accountants. B. - 
All our consultants are professionally B - 
M troined and will ensure your affairs wil. — 

be dealt with in an EA, of 


BEDEDED. DIE | utmost privacy and confidentiality. = 
| companies world-wide f ; WORLDWIDE OFFICES. CAN 
B | gr PROVIDE; F3 


E-mail: whe@ibm.net 










Serviced Apartments. offering Best a ke Money. 
Unbeatable iocatiori in South Kensington, 

2 person apartment from £76 per night 

4 porso riment Hon ENS adi night 

















formation and administration 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services | 
Ld XC ECO XSX X». | 
| 1002 Budapest, Ráday u. 33/a, Hungary 
Tel: (361) 217-96-81, 216-54-13 à; 


{| Fax: (360 2107-44-14 | i y 
] E-mail: laveco (@mail.matav ħu @ BAHAMAS $500 


ee HC CUORE SURE @® BELIZE $500 
Ask for our FREE information | enh iss aoe cen 
brochure! @ BV ISLANDS $500 



















ET $ DELAWARE LLC $495 4 
Languages spoken: English, oun a fau | 
Á— French, Russian, Bulgarian 9 GIBRALTAR £290 | 
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: @ IRELAND £225 -— 
: Tax Free Living | Boot £250 For confidential & frendly 
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UK & Offshore ft ME 
Company Speci ali iS ts l Offshore structures can cut taxes and offer 


| significant asset protection. 
dedi aan Aide Sidi o ee E Bor further information, please contact 


FINLAND - JENNY KOMPULAINEN B 

| Tek +358 9 6869 2569 Fax: «358 $ 6059 2565 | 

HUNGARY - LASZLO KISS BSc (Econ) E 

Tei: «38 1 351 9059 Fax: 436 1 351 2058 
CYPRUS 
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| FREEPHONE: 0800 262 856 (ium 

|  Www.scfigroup.com IDE 

f  DUBLINOFFICE Po 
27-23 LWR PEMBROKE ST, DUBLIN 2 | 
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Tek 444 171 355 1096 Fax: 44 171 493. 2973 
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Harrington Chambers, 26 North John Street, 
Liverpool L2 9RU, UK. 
Tel: +44 151 258 1258. Fox: +44 151 236 0653 
























Japan, 
Last quarter, businessmen who expected 
rising äl Yampa those pete 
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| OUTPUT, DEMAND AND JOBS. America’ | unemployment rate ruary to 4. 
lowest in our table except for Japan's; Sweden'sand Switzerland S (u nad justed) rates also fell. 


Industrial output in Germany rose by 2.1% in January; it is 6.9% up on a year earlier. Britain's 
output fell. Swedish GDP growth rose to 3.3% in die year to the fourth quartet. 


% change at annual rate 
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Retail sales 
(volume). 
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The Economist poll 

— GDP forecasts — 

3 mths? 1 year 1997. 1998 
Australia +18 +3604 +33 + 32 
Austria nà + 13 1996€ +25 4 25 
Belgium 20 2903 +28 + 27 
Britain 18 43004 +23 +19 
Canada +30 44204 434 27 
Denmark -07 42205 +30 + 2.7 
France + 3 43204 27 +26 
Germany +11 +2404 +26 +26 
italy +07 +28 08 +23 + 28 
Japan 3B +4100 403 413 
Netherlands +4) + 3.6 Q4 oe 33.* 31 
Spain m 36 Q4 +35 m 


ey 


PRICES AND WAGES ore éarningsi went up nu 06%: in ae enn economy in Febru- 
ary, a 4.1% rise over 12 months. Consumer-price inflation slowed in Germany to 1.1% in the 12 
months to February, but quickened to 1.8% in Italy. In February the 12-month rate of pro- 
ducer-price inflation tumed negative in Japan, but edged up in Britain and Austria. 
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8.1 Feb 8.8 
7.3 Feb 7.0 
129 rett 13.4 
50 an 65 
B9 jan 97 
74> jan 82 
12.1 ian 12:5 
115 Feb — 11.3 
322! Ot 120 _ 
35 an — 33 
4B ja** 6.4 
20.3 Q4* 21.8 
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% change at annual rate The Economist poll. 

Consumer prices* . consumer prices forecast Producer cer prices* 
PEA . 3mts! 1year 1997 1998 3 mths? 1 year 
Australia — —  « 10 — - 02 Q4 — . * 14 * 23. . * 26 18 Q4 * 
Austria +15 * 12 o —  * 14 *17 *19 *035*0 ^ na na 
Belgium + OS * 07 fb" — * 16 * 18 . 12 *129« M +32% 
Britain at 15. + 33 hn +31 +25 .— 1B *08*b — «62 + 4B 0c — 
Canada ——— tT «|| m o * 14 *19 +06 + 08 lon ^ 56 *08D« 
Denmark + 06 «17 m +24 +25 -21 *139 ^ Ma + 
France — — OA + 05 e6 +13 +18 +O +09 Oe +22 + 29 Oat 
Germany — + 09 + || b — * 17 *21 O -29 * 153 ^ na * 12 Dect 
May 7 223 S € 23 7 € 13. $13 e «€ Vi * 36 Den 
Japan — 5 — — -17 *18 n *06 +03 ^ -01! = 1.0 feb — $ ma ^15 Dert 
Netherlands —— -23 +18 m +20 *25  - 19 +13 in +20 +33 De 
Spain — tA *20 m +23 +27 -03 +06 +313 /— 
Sweden — —  — mà  * 13 a +18 +22 -30 21m Dect 
Switzerland + 03 nl feb * 08 +13 - 18 *04jm ^ m d 
United States + 15) + 16 iar +20 4+4 24 EHE - ta 18 jan Te WU. oti dq 


Wages/earnings 

3mths! — 1year 

+ 64 + 3.9 Q4 
nf 
nl «4 32 Q4 

* 62 + 48 dec 

+56 + 08 Dec 
na +40 Aug* 

+ 22 +29 04 ~~ 

ona + 1.2 Dect 
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* Mot seasonally adjusted. ! Average of latest 3 months compared with average of previous 3 months, at annual rate. * *New series. §New weights. 





W BUSINESS CONFIDENCE — Mexico's 
E businessmen ; are among. world's most 


atest : survey of sies expectations. 


who expect them to fall. Since Mexican 
sales are recovering from the 1994 peso 
crisis, expectations of a sharp rise are not 


surprising; but the fact that sales expecta- 
tions have fallen for the third straight 
| quarter is. Of the countries in our chart, 


pessimists outnumber optimists only in 
where confidence has plunged. 





| umber of Mexican businessmen - 
| who expect sales to rise this quarter ex- 
| ceeds by 78 percentage points the number 
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COM MODITY PRIC 
: Unseasonably dry weather i i 
Cóte d'Ivoire is proving sweet to cocoa - 
traders. They expect world production to - 
fall and prices to rise even though Ghana - 
is producing well above expectations. Its 
light crop could reach 50,000 tonnes, up - 
from 30,000 in the previous financial. 
year, and its main crop could reach 
400,000 tonnes, up from 300,000. Fu- 


tures are rising steadily, with the price of | 


E INDEX 


š 
i 
i 


FREUE OUR EEA AT E REEE EA I dmm QUEM TIERE 


| 


cocoa on the LIFFe exchange in March | 
1999 at £1,163 per tonne, forecasting a | 
steady increase from this month's price of | 
£1,066. At the Coffee, Sugar and Cocoa Ex- | 
change prices are somewhat higher 


(£1,700 for December 1998), but show the 
same steadily rising trend. 








1990-100 % change on 

Mar 3rd Mar 10th* one one 

m E Toe month — year 
Dollar index 

Ailitems ^ 994 ^ . 986  - 38 -187? 

Food —— — 183 ^ 1167  -200 -162 

industrials 
Ail 82.9 82.9 - 17 - 21.5 

















“Mets 753 2 seo G4 20.0 
Sterling index 
All items 1073 — 1974 48 ~ 20.4 
food — 1218 — 1221. - 62 18.0 
industrials 
All 895 903 - 26 -231 
Nat 103.0 1041  - 42 -250 
“Mews —— 814 — 820 = 13 -218 
SOR index 
All items 99.9 993 Sd 167 
Food 1190 179 - 47 -142 
industias — ea 
All 834 838 - 10 -196 
"Na! | 959 966  - 27 E 
Theta 758 — 61 04 - 180 
Gold . | dM 
uA AERIS o NDS D RNC d 
Crude oil North Sea Brent 
$ per barrel 14.03 1303  -139 -31.3 
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* Provisional. | Non-food agriculturals. 





di STON OCKMARKETS. | “Most of te modimatkets | in our table continue to hit new highs. Wall — EQUITY TRADIN G. 
o ended thewi Nus uth tup ipby 1.6%, oe by news of another big merger anda ^ or. Wall Street, the value c 
: uray _ ing hands soared to am ; 
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-569 + 98 +104 | are ai 
o g ae 4m 7 01 7 a eee l isation last year ‘than their average du 
See ee _ the previous ten years. Spain had the hig 
nl + 150 £139. | estturnover in 1997, equivalent t0146%0 
ni + 161 +135. its market capitalisation—up from an av- | 
NEL ERE NENNEN. Ttc n o E of 47% in 1987-96. Britain had the | 
Es ^ hi 6-25 nil 4. 107 +10.7 | 


lowest turnover, at 40%. 















a Worries that the saver men es economic n would be 
on the Japanese ten-year benchmark bond to a record low. 







 Meneysupply* - interest rates *« p.a. (Mar 11th 1998) 












% rise on year ago over- 3-mth money market banks bond yields _ Eurocurrency 
narrow broad night latest year ago prime gov't? corporate 3 “3mths bonds bonds. 
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en-year | bond rates (old: series: : Britain 15-year 5. 98%, United States 30- -year 5.93%). tNew Series, - 


Narrow: M1 except Britain MG, broad: M2 or M3 except Britain M4. Sources: Banco Arhbrosiano Veneto, Banco 8i Ibao Vize: Vizcaya, Belgian Barkers’ Assn, 
hase Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, 1.P, Morgan, 
aribas, Royal Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac. DatastreamACV, Rates cannot be construed as banks’ offers. 





RADE EXCHANGE RATES AND RESERVES In trade-weighted terms the dollar and siciling di strengthe hed by o. D in the week t to 
-March 11th. The yen fell by 1.9%. Japan's visible-trade surplus grew to $8.8 billion in January, EUM its 12-month surplus up to $105. 8 
billion. Its 12-month current account surplus also widened in January, to $97.0 billion. 
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rk ——— 6 0350« + 37 + 060 108 1060 7.00 649 ny  — i 381 356 . 219 hn — 151 | 
F 0 5232 0« + 298 *« DDN 1047. 1066 616 574 1012 335 665 309 De 268 | 
"NN + 7.15 Dee — * 699 = 63de 1024 1054 184 170 302 - 198 768 an 816 — | 
[LL *ld8 wa  *307 35900 152 759 VEU) 169] 197 3SRi 1950 322 m 418 | 
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dentist + 108 bn +169 + 67Nw || 851 841 802 768 132 436 865 146 od 220 |. 
Switzerland + 0.52 De + 02 «20305 _ 1072 1032 149 — 147 245 081 161 346 in 362 | 
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* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cifffob. *1990-100, Bank of England. tExcluding gold, IMP definition. i i 


o SNot seasonally adjusted. 
































| over two children per woman, the world's 
population will expand from 5.7 billion 
| people in 1995 to 9.4 billion in 2050 and 
| will reach a maximum of almost u billion 
people by around 2200, according to the 


|! Nations. However, small differences in 
fertility rates could makea huge difference 
_ to the future size of the world’s popula- 
tion. A “high-fertility scenario” of between 
2.5 and 2.6 children a woman, on average, 

_ would result in a world population of 27 
| billion people in 2150, while a “low-fertil- 
| ity scenario" (between 135 and 16 chil- 


world's population would reach a maxi- 
mum of 77 billion people in 2050 and 
j then fall to 3.6 billion by 2150 (less than its 
| levelin 1950). 


| I POPULOUS REGIONS. Over the next 
_ half century Africa's population will al- 
| most treble under the *medium-fertility 
| Scenario". In 1995 700m people lived in 
| Africa; by 2050 there will be just over 2 bil- 
| lion. China's population will rise much 
i! more slowly from 1.2 billion to 1.5 billion. 

With a population of 1.53 billion people, 








| China in 50 years’ time. Europei is the only 
| region where the population is expected 
| to decline. Po 





| B POPULATION If global fertility rates | 
. stabilise at the “replacement” level of just. 


! latest projections prepared by the United 


dren a woman) would imply that the 













.]ndia will have more inhabitants than | 





9. m in the p previous quarter. Chile’s 12-month rate of consumer-price inflation fell to 5.2% in 


considering a possible downgrade. Warsaw gained 7.396 as foreign money, spurred by grow- 


— wail 


entina's GDP growth 


—————— E a rene eet ree nS tH Red 


slowed to 8.2% in the year to the Te quarter, Fom | 





February as higher interest rates began to take effect. In the year to January, Malaysia’s visible- i 
trade balance moved into surplus; Singapore's trade deficit narrowed to $6.5 billion. - 


Latest 12 months, $bn 
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Current 
account 


Foreign reserves, „Sbn s 


Latest Year ago. 
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FINANCIALMARKETS Seoul fell 7.3% in the week to March 11th, on news that Moody's was 





ing economic optimism, continued to pour into the country, which is seen as a safe haven 
from the Asian crisis. Istanbul rose 6.0% fuelled by the government's plans for privatisation. 
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Bitter pill |. 


SiR— Your proposal ("Patients or 
profits?", March 7th) to stimulate 
competition in America's health- 
care system by extending the tax 
deductibility of health-care con- 
tributions is sensible but modest. 
Why not go a step further by 
proposing a system of medical 
savings accounts, where individ- 
ual contributions, in combina- 
tion with catastrophic-risk insur- 
ance, would stay in the 
possession of the original con- 
tributor? Such a system would 
increase consumers’ choice of 


- . medical and insurance services. 


You do not have to be a Nobel 

. aureate to foresee a dramatic 
change in the behaviour of con- 
sumers if their medical shopping 
sprees have to be paid for with 
their own money rather than 
someone elses. Such a system 
would also cut the number of 
claims to insurers, thus lowering 
the administrative cost ofhealth- 
care provision—which currently 
accounts for 5% to 10% of the in- 


dustry's turnover. 
Sigriswil, CHRISTOPH 
Switzerland BANGERTER, MD 


ttn 


Srr—I have been practising med- 
icine in America for 26 years; my 
medical career spans almost 
exactly the development cf man- 
.. aged care. Practices that would 

have caused a physician to be 
reported to the Board of Medical 
Examiners 26 years ago are con- 
doned by health-maintenance 
organisations today. Medically 
unqualified administrators rou- 
kad Bis dk engi 











may see a noes ee 
saving decisions are often post- 


poned for months, Many doctors 


are fleeing traditional medicine 
for strictly cash-only, fee-for-ser- 


vice positions such as those in 


cosmetic and refractive surgery 
or alternative care. 

American citizens were aghast 
some 40 years ago.to hear that the 
acronym NTBR—Nn 






tated—sometimes appeared. on 


charts of patients in Britain's 
socialised hospitals. In this coun- 
try the acronym we face is NTBT: 


“not to be treated”. 

Phoenix, HERBERT 
Arizona WOLDOFF, MD 
NT NERONI ES COLERE SPESE TESI ea MENU | 


Mammoth mergers 


Sir—Contrary to your conclu- 
sions in your article "All fall 
down" (February 28th), we have 
found that mergers do create 
considerable value for share- 
holders. You write that the pro- 
posed merger of Glaxo and 
SmithKline Beecham, which col- 
lapsed last month, was typical of 
the merger wave of the 1990s. 
Although it was similar to 20 or 
so recent large deals where two 
partners of a similar size came 
together in a friendly, no-premi- 
um "merger of equals", such 
deals are very different to the 
thousands of transactions that 
take place each year where one 
party purchases the other and 
acquires control. 

Your article reflects a wide- 
spread misunderstanding of the 
differences between acquisitions 
and this inked new merger- 
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! dhenansdnon, pio- 
neered by: firms such as AsEA and 
Brown Boveri in 1987, and 
SmithKline and Beecham in 1989. 
Many acquisitions have failed to 
create. value for the acquirer's 
shareholders because too much 
was. paid to the targets share- 
holders, in cash or in shares. A 
number of shareholder-value- 


. conscious executives and advis- 
--ers recognised that the same syn- 
ergies could be achieved through 
. deals where no payment had to 


be made, no control surrendered 
and no great financial risks 
incurred. 

In November 1997, we pub- 
lished a study of all the big merg- 
ers of equals involving European 
firms. We identified only 22 such 
deals, albeit very large ones such 
as Ciba/Sandoz or Axa/uar. We 
found that of these 22 deals, two- 
thirds “worked” from a financial 
point of view: they created share- 
holder value, which we mea- 
sured as the excess return of the 
combined companies share 
prices over the local equity mar- 
ket in the three years following 
the merger. 

PAUL GIBBS 
Morgan Guaranty 
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Sir—Gordon Brown is right (By 
Invitation, February 21st) to say 
that we should not allow the cri- 
sis in East Asia to distract us from 
other pressing problems, espe- 
cially those of the poorest, most 
indebted countries. 

Although Britain is leading 
from the front on the highly 
indebted poor country (HIPC) 
debt initiative, many of its G7 
partners are lagging behind. Ger- 
many, Japan and Italy have 
opposed Hirc from the outset 
and have used every opportunity 
to stall its progress. The mF has 


- been at best lukewarm. At the 


same time, previous supporters 
of the initiative, such as Canada 
and theUnited States, have either 
lost interest or sought to add fur- 
ther conditions to the process. 

Mozambique, which Mr 
Brown cites, will become a test 
case for Hirc Mozambique 
needs only $100m to secure entry 
into the Hi1PC process. Britain has 
offered $10m in the hope that 


other creditors will follow suit. If 


they do not, they should be thor- 
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: letters@economist.com .— 


oughly ashamed of themselves. . 
To remind them of some of 
the salient facts: around 10m 
Mozambicans go without access 
to safe water; two-thirds of all 
adults are illiterate; roughly 9m 
Mozambicans do not have access 
to adequate health care. and 
190,000 children under the age of 
five die every year. Surely the 
world's richest countries can 
spare a few extra dollars for one 
of the world's poorest countries? 
After all, they managed to 
mobilise billions of dollars pret- 

ty quickly for East Asia's tigers. 
DaviD BRYER 
Director 
Oxfam ux and Ireland 


Sig—Mr Brown makes an elo- 
quent plea for redoubled activity 
in seeking to reduce the impact of 
debtservice payments on the 
most heavily indebted poor 
countries. Among the measures 
he calls for are "better disclosure 
standards" by the private sector, 
the restriction ofexport credits to 
"productive expenditures" and 
"transparency" to help combat 
corruption and cronyism. 

A key factor in building up the 
external debt of many poor coun- 
tries has been the poor selection 
of investment projects, where 
bribery has been the motivating 
force behind the awarding of a 
contract. The World Bank now 
acknowledges that many of its 
projects have been subject to 
bribery in the awarding of its 
funds. Fortunately, ogcp mem- 
bers, as key players in world 
trade, have agreed to criminalise 
transnational bribery and to end 
the tax deductibility of bribes—a 
more or less universal practice 
outside the United States. 

One might expect Mr Brown’s 
own governmentto be at the fore- 
front of such measures. Unfortu- 
nately, this is not the case. The 
Home Office argues that existing 
anti-bribery legislation is ade- 
quate to deal with overseas 


bribery. This is in spite of the fact 


that no case has ever been 
brought, and that the Inland Rev- 
enue Inspectors’ Manual explic- 
itly states that offshore bribery by 
British companies is. outside 
British jurisdiction, and that 
such payments may be offset 
against tax. Furthermore, there is 
no bar on export-credit funding 
bribes, thinly disguised as “com 
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"U AFRICANE DEVELOPMENT BANK 


F Manage; icad 
management: 
methods. The 
- | methods. The p 

| “aspects of 


"applications development, ‘operations aane and LANS), user ae pen maintenance, organisations aid n 

o advise the Board of Directors and the President on all issues involving information systems and organisation and |. 
atleast a Master's degree. or equivalent in Information Technology and a minimum of 10 years experience covering al] 

» years i n senior dino as qid p preferably in a koui environme ent. | * 


DIRECTOR, HUMAN RESOURCES DEPARTMENT (Ref. 98/02) 


: ensive human resources management policies, systems and strategies for the effective acquisition, development, " 
ank's human assets to enable ADB achieve its corporate mission. He/She will provide strategic leadership in instigating 
s and. renewal aswell ; as fostering an environment that stimulates innovation, teamwork, empowerment and. excellent 


A ‘experienc : in janagement position. 


nt must have at least a Master’s degree in HRM or Business Administration and a minimum of 10 years relevant i 


us | SECTOR ADVISORS (5 POSITIONS) - (Ref. 98/03). 


Macroeconomics Advisors (one general Macroeconomist and one Financial Sector Economist), | Social Sector a 
| or Health required), 1 Agriculture & Rural Development Advisor and | Infrastructure & Energy Advisor, operate: as E 
| leaders and spokespersons for the concerned sectors Bank-wide; they provide leadership on people development, knowledge building, sector]. - 


gy and policy issues and quality assurance, Candidates must have an advanced degree, preferably Ph.D, in the sector of expertise or closely related. BE 


'ecíalty and a minimum of 10 years policy experience in the application of sector-relevant principles to soli ving development problems and in offeri ing a 
z advisory services to developing countries and/or multilateral development institutions. LU 


FINANCIAL ECONOMIST (Ref. 98/04) 


"Prepare, review and update policy documents, guidelines and procedures 
-on the financial sector of Bank Group operations; advise management and 
_ Staff on current issues in the financial sector of the borrowing member 
countries. An advanced degree, pre ferably Ph.D, in financial economics 
. or other closely related. area. and a minimum of 5 years experience in 
wey Cee project cycle management, c or Ta Tormulatioti: in the 


FINANCIAL ANALYST (Ref. 98/05) 


Prepare terms of reference for feasibility studies on complex projects in f f 
industry, agriculture, banking and public infrastructure sectors (water, f 
electricity, telecommunications); participate in missions for project : tud 
identification, analysis of funding requests and project evaluation; carry f - 


out detailed financial analysis of complex projects; lead missions in. 
connection with SME financiag proposals, granting of lines of credit t 
financial institutions and institutional support to the various. 
Candidates must have at least a Master’s degree in Economics, Fini 
Banking, Business Administration or Financial Engineering, and 5 years- 
experience in the relevant areas. Excellent know iege of written and oral]. 
French is also raquired, E 


SOCIAL SECTOR SPECIALIST 
(Ref. 98/06) 


Prepare policy documents, guidelines and 


—| procedures on Bank Group social sector 


Operations (Education or Health) advise 
management and staff on current sector issues, 
in the borrowing member countries. An 
advanced degree, preferably a Ph.D in social 
sector (Education or Health) and a minimum 
of 5 years experience in development project 


cycle management or policy formulation in the | 
subsector of expertise in developing 


economies are required. 


| E 
ENGINEER (Ref. 98/07) 


í Prepare and implement programmes for 
technical equipment acquisition and 


maintenance; plan, organise and coordinate 


. activities related to the maintenance, renovation 
and transformation of equipment and systems 


in. the Bank; administer contracts for new 


installations or maintenance works, At least a 
Master's. degree in Electro-technical | 
Engineering or equivalent professional 


qualification and 5 years relevant experience 


are required. 


| Prepare _ 
- transactions, 


— LEGAL OFFICERS (PRIVATE - 
SECTOR OPERATIONS) 
—— (Ref.98/08) - 


documentation for | 
conduct negotiations with. 
borrowers and other participants in financing - 


‘transactions; provide legal advice on private 


sector financing and related issues. Candidates - 


: . must have at least a Master's s degree i in law and. 


a minimum of 5 years experience in corporate 
finance or commercial law. 


lending | E 





te General Requirements: | 

- Familiarity with modern software applications. Ability to communicate effectively in English and/or French as well as excellent writing skills in either 
-- language. Proficiency in both languages will be an added advantage. 

= The Bank offers an internationally competitive salary and attractive benefits package. | 

; Applications with complete curriculum vitae in French or English must be sent by 15 April 1998 to the address indicated below. 

|. Women are encouraged to apply. Due to the large number of applications expected, only shortlisted candidates will be acknowledged. 


Recruitment and Staff Development Division 
. African Development Bank 
ul B. P; 1387 ABIDJAN 01 - COTE D'IVOIRE Or FAX (225) 20.49.43 & 20.52.87 





be tween HIPC govern- 


“ments, business, aid. agencies 


ciesofexporting countries will be 
broken only by the transmission 
ofabsolutely clear messages from 
OECD governments to businesses 


in their own countries. Given. 


Britain's presidency ofthe Eu, the 
chancellor and his government 
should be leading by example, 
not rhetoric. 

LAURENCE COCKCROFT 


Uxbridge, Transparency 
Middlesex International 
NT ISCNCE c €— 


Multilateralism matters 


Srr~—I take issue with the reason- 

ing expressed in your leader "The 
talking ror blues" (March Mth) 
and particularly with the image 
‘it conveys of the Organisation for 
Economic Co-operation and 
Development (orco), which 1 
have the honour of stewarding. 

Whether or not the ozcp is a 
club of wealthy nations is cer- 
tainly debatable, but underem- 
ployed it is not. Your readers are 
well aware of the organisation's 
recent groundbreaking work in 
negotiating international agree- 
ments in vital areas such as 
bribery and corruption, harmful 
tax competition, transfer pricing, 
the export-credit consensus and 
cryptography. The o&cp's policy- 
analysis work in a wide range of 
macro and micro issues, includ- 
ing education, agriculture, 
employment, environment, age- 
ing and good governance, are an 
important contribution to mak- 
ing our societies more equitable 
and efficient. 

Indeed, The Economistconsis- 
tently recommends to the rest of 
the world the liberalisation goals 
we hope to achieve through a 
Multilateral Agreement | on 
Investment (mat). I find it diffi- 
cult to. understand why you 
believe that the existing cobweb 
of some 1,600. bilateral agree- 
ments is. preferable. That has not 


' been the view of our member 


governments, which decided to 


Nds initiate thisattheoEcp. - 


 Theoscp secretariat is neither 

i negotiating nor writing the mul- 
tilateral agreement. Rather, it is 
_ the support mechanism for sov- 
ereign governments, which 

alone have the authority to do so. 


The negotiators are highly 
skilled; many of them negotiated 
ma the Uraga Round aft GATT. r This i 


lat areas. As” 


and the trade-promotion agen- 


December, - OECD countries 
signed the convention on bribery 
and corruption that was negoti- 
ated here. 

There are other good reasons 
why the orcp is the proper set- 
ting for governments to negotiate 
the mat Our. members, along 
with Argentina, Brazil, Chile, 
Hong Kong and Slovakia, which 
are formally associated with 
these negotiations, account for 
95% of the world’s foreign direct 
investment and receive 75% of it. 


Clearly much is at stake. It has 


been presumed that this relative- 
ly like-minded group has a better 
chance of reaching an agreement 
than 132 more disparate nations 
at the wro. However, the agree- 
ment will be open toall countries 
willing to participate, and many 
developing countries have 
expressed an interest. 

The negotiations may take 
more time than our governments 
hoped, but producing an agree- 
ment that will stimulate foreign 
direct investment is worth the 
while. The global economy needs 
equitable and transparent rules 
of the game. oecp member coun- 
tries believe that this organisa- 
tion is uniquely equipped to 
assist them in this endeavour. 

i have consistently expressed 


the view that the ultimate objec- 


tive should be an investment 
agreement within the wro. The 
groundbreaking work being 
done at the oecp will help bring 


this about. But there is no reason 


to delay progress with that work 
until all countries are ready to 

engage in global negotiations. 
DONALD JOHNSTON 
Secretary-General 
OECD 


Barriers to entry 


Sin—In his response to your Feb- 
ruary 14th article on asylum-seek- 
ers, Timothy Kirkhope (Letters, 
February 28th) reproduces the 
general scaremongering of mass- 


immigration scenarios in West- 


ern Europe, the trademark of too 


-many policymakers and security 


analysts in the post-cold-war era. 
If such scenes unfold in the 
future it will not be the fault of 
the immigrants, but of the mis- 
management of asylum and 
immigration matters by all eu 
member states. 

Since the 1970s, the vast major- 


€ ntly ak | last. 


lottery 


n states. ave, inthe di 





absetice of; any other open immi- 
“gration channels, become asy- 


lum-seekers. Making asylum a 
 Victimises — genuine 
refugees, already the victims of 
their home states' policies. 

If European states created 
policies for genuine asylum-seek- 
ers and real opportunities for the 
legal entry of limited numbers of 
economic immigrants in all skill 
categories, they would make 
good progress towards well-man- 
aged asylum and immigration 
systems. In doing so, they would 
not only be upholding humani- 
tarian standards but also still be 
able to deal with those whose 


claims are false. 


Current eu members are right 
tobe concerned about the state of 
their potential new external bor- 
ders to the east, and the difficul- 
ties of some southern member 
states. But by creating a genuine 
division between asylum and 
immigration policies, EU mem- 
bers would be able to deal with 
the large numbers of illegal 
immigrants. And they would 
also be prepared to face a harmo- 


nious future in a humanitarian 


Europe. 

Leiden, JOANNE VAN 
Netherlands | SELM-THORBURN 
EN 


Disoriented 


Si&—You imply that object-ori- 


ented programming ("Oops", 
February 28th) solves the prob- 
lem of labyrinthine software pro- 
grams. If only it did. Object-ori- 
ented applications suffer from a 
different set of problems. The 
biggest problem in information 
technology is managing com- 
plexity (something humans are 
not good at), and object-oriented 
programming requires more 
skill at this, not less. 

The 50% of programming you 
describe as object-oriented is 
actually component-based. 


Components look a little like 


objects, but do not provide 
“inheritance”, polymorphism or 
the other main aspects of object- 
orientation. All they do is pack- 
age an object and its functions in 
a tidy black box. 

Whatever you may read in the 


brochures, an object-oriented 


database cannot resolve the 
kinds of problems raised by try- 
ing to store images, sounds and 


movies in a database. The issue 


is: can you search on it? If not, 





horn the image into thec atabase 
An object-oriented - approach 
does not change this basic eco 
nomic principle. 

By concluding that object-ori 
ented programming language: 
are a fix for the ills of the software 
industry, you imply that the 
same approach can be used in 
databases. If there is one lessor 
we have learnt in this business 
over the past 30 years, it is that 
you can make things work only 
by simplifying them. Combining 
data and code in one huge data 
base is a terrible solution. 
Antwerp PIETER HINTJEN: 
PR URN "rr PUR 


Missionaries in China 


Sig—Your article "China's othe 
gods" (February 28th) inflates th« 
effect Christian. missions. hac 
upon the Qing political order 
Although reviled by conservative 
and nationalist Chinesi 
thinkers, the foreign missionar 
ies did little evil to Chinese soci 


ety; indeed, they did much good 


But the indigenous Taiping anc 
Muslim religious rebellions ir 
the mid-19th century devastatec 
Central and South China, anc 


. left the Qing state too poor anc 


disorganised to confront westerr 
and Japanese imperialism. Th 
Qing state’s failure to stop thi 
incursions of foreign troops, no 
foreign missionaries, eroded anc 
finally dissolved the imperia 
state's claim to legitimacy. 
Furthermore, to equate thi 
effect of the Catholic church in ¢ 
country such as Poland, wher 
more than 90% of the populatior 
is Catholic, with its potentia 
effect in China, where Catholic: 
make up less than 1% ofthe popu 
lation, is a bit of a stretch, 
Tokyo MICHAEL Cucet 
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idolatrous 


SiR—In your article on the per 
ceived woes of William Ginsburg 
(Lexington, February 28th) thi 
lawyer representing Monici 
Lewinsky, you refer to what i: 
described as “Monica idolatory" 
Better spelling can be found or 
the walls of many a lavatry. 

Cambridge, . KANNO^ 
Massachusetts ^ SHANMUGAN 
tad 
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EXECUTIVE FOCUS 


GTZ is seeking for 


Policy Advice Projects in the 
NIS and especially Central Asian Countries 


Consultants / Senior Advisors 


(long-term and short-term assignments) 
specialised in 


Macroeconomic Advice 


in the fields of: 
- macroeconomic and impact analysis, forecasting and modelling 
- policy advice on formulation of economic policy 


Qualifications: 
University degree in economics; working experience in transformation 
countries; proficiency in English; knowledge of Russian highly desirable 


GTZ (Deutsche Gesellschaft fiir Technische Zusammenarbeit) 
GmbH operates globally on behalf of the Government of the Federal 
Republic of Germany as well as other governments and donors, as- 
sisting and advising on the implementation of technical and organi- 
sational assistance projects in transformation and developing 
countries. 

Application: 

Please send detailed resume to 

Mr Bernhard Abele, GTZ, 

PO. Box 5180, D-65726 Eschborn 

Fax: 4496196 79 7450, 

e-mail: bernhard.abele@ gtz.de 

quoting reference A05 





SAGRIC 


Executive General Manager, International Business 


Applications are sought from suitably qualified people for the position of 


Executive General Manager, International Business for SAGRIC International 


SAGRIC International is a specialist international project management company 
based in Australia. It has achieved prominence in the management of 
multidisciplinary health, education, land administration, agriculture and 
commercial projects in developing countries. SAGRIC is one of Australia’s 
leading companies in this business having completed more that 700 contracts in 
over 70 countries 


The company is seeking the services of a senior international business 
development manager with extensive experience in Official Development 
Assistance and international projects to direct the further development of its 
business. This position is required to take overall responsibility for the strategic 
development of SAGRIC's business development program including achieving 
substantial increases in the volume of Official Development Assistance projects. 


The successful applicant would be expected to have senior management 
experience in a multilateral development bank or similar organization and/or 
extensive experience working with multilateral and bilateral development 
agencies including considerable experience and demonstrated success in 
managing project bid preparation 


Attractive remuneration will be negotiated with the nght applicant, 
Applications, with detailed Curriculum Vitae, should be sent by 30 April 1998 to: 


Managing Director, 
SAGRIC International Pty Ltd, 
70 Hindmarsh Square, 
Adelaide SA 5000, 
Australia 


Further information can be obtained by contacting Glen Simpson on: 


Telephone: 618 8232 2400, 
Facsimile: 618 8224 0453, 
Email: glens(@sagric.com.au 




















WHEN OPERATIONS ARE 
NOT GOING SMOOTHLY, 
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A leading pharmaceutical 
company is losing its competitive 


advantage in new product 
development due to inadequate 
IT. There are thousands of pages 
crammed with data from 
hundreds of patients. 


There are also hundreds of 
doctors involved. You will be 
working across seven countries, 
all speaking a different language. 
Oh - and by the way - it is 
imperative that the solution be 
designed to accommodate patient 
confidentiality. 


In other words, none of the 
numerous doctors involved must 
be capable of accessing 
information other than that of his 
own patients. 


This is typical of the 
challenges regularly faced by 
The Life Sciences Group (LSG), 
a ‘Can Do’ organisation launched 
to reflect the dramatic shift 
that is occurring within the 





PROVIDE THE ANSWER? 


of improving the 





pharmaceutical industry as it 
adapts to meet the aspiration 
world's 
overall health. 


Burgeoning business means 
that we now need even more 
specialists to work within our 
global team. By that we mean 
exceptionally talented individuals 
possessing a powerful track 
record of success (minimum 5 
years) in consulting management 
with the emphasis on 
pharmaceuticals and healthcare. 


Expertise in IT solutions is 
also essential, as is fluency 
in English plus one other 
language. All attributes should be 
contained within a strong 
commitment to working in the 
Life Sciences sector. 


By combining the industry 
expertise of Gemini consulting 
and the IT excellence of Cap 
Gemini with in-depth market 
specific knowledge, LSG can 
provide the ultimate technical 
support to the pharmaceutical 
industry's aims. 


Should you genuinely feel that 
you can meet all our stringent 
requirements, then we can 
promise you all the freedom you 
need to be outstanding. The sky 
really could be your limit, 
in terms of both achievement 
and personal satisfaction. In that 
case we urge you to send your CV 
and current salary details to our 
UK office. 





Contact Anne Charles, Cap 
Gemini Life Sciences Group 
130 Shaftesbury Avenue, London 
WIV SHH . Tel: 0171 434 8000 
Fax: 0171 434 8908 e-mail 
anne.charles@capgemini.co.uk 
website address: http://www. 
capgemini.com/gmu/life/index.htm 


eto Cap GEMINI 
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| dA human dynamics is a leading Austrian provider of premium consulting services to its clients | 
Lem Frankfurt Sua Peas —— — | — |n both public and private sectors throughout Central & Eastern Europe & the NIS. i 


A Opportunities: Owing to the rapid growth of our business in Central & Eastern Europe and the CIS we are seeking highly qualified EU & CEE senior and junior 
consultants for long term and short term assignments in the following areas: | | 


fm (PAR) se court administration reform (CAR) ~>- quality management systems (QMS) 
~> public finance (PF) -> legal approximation/harmonisation (LA/H) ^ -»— Phare/Tacis programme management (P/T PM) 
~>- tax policy & operations (TP&O) — ^ — — c ve EU accession strategies (EUAS) -»— sme & regional development (S&RD) 
v» public investment policy & operations (PIP&O) - d > economic policy reform (EPR) -> restructuring & privatisation (R&P) 
| > (public) auditing methodology (PAM) ss pension/healthisoc. secur. sys. (P/H/SSS) — -»- human resource development (HRD) 
~>- customs policy & operations (CPRO) 2 2% IM - labour market policy & reform (LMP&R) >- IT development & training (ITD&T) 
> centralbank operations(CBO) © ~~- ->= institutional strengthening (IS) ~>- agricultural policy & rural development (AP&RD) 
| > ECA's, export insurance and finance (EEI&F) ->= investment promotion (IP) > trade development (TD) 





-» public administration reforn 












| 4 Requirements include: Master's degree in economics, law or areas related to the above and/or equivalent work experience (civil service/private sector); excellent 
"English verbal & written communication ‘skills; other languages (regional) highly desirable; resourcefulness, client orientation, ability to work in teams; strong 
conceptual, analytical and reporting skills; outstanding track record of successfully completed assignments with international donors. 


A Benefits: We are offering to committed consultants competitive remuneration packages plus premiums for outstanding performance. 


A Contact: To apply send, fax or e-mail your Cv indicating and ranking specific area(s) of expertise, your preferences for long-term (LT, between 7 - 18 months), for 
short-term (less than 3 months) and salary history to: human dynamics Int'l Recruitment Fax 0043 1 402 50 20 20 | | 
Rathausstrafie 5 A-1010 Vienna Austria e-mail: humandynamicsir@xpoint at 


































The United Nations Office for Project Services (UNOPS), a major provider of project management and implementation services to the | 
United Nations system and developing countries, seeks experienced candidates for the post of Procurement Officer. UNOPS | 
^j procures a wide range of products. on. behalf of UN agencies and beneficiary governments, including earth moving & civil engineering 
; equipment, commercial vehicles and parts, electric generators, steel for manufacturing and construction, hospital equipment, - 
|^ petroleum. products, fertilizers, industrial chemicals, bulk paper, plastic resins, and other specialized equipment and supplies. 
^o Procurement is normally based on international competitive tenders, conducted within the framework of accepted public 
o procurement practices, inchiding the application of development bank or other funder guidelines, when appropriate. The post is based | 
cam Copenhagen. | | 
Responsibilities include: __ 
(* Under supervision, the Procurement Officer is responsible for the procurement at the lowest cost consistent with LINOPS financial 
regulations, rules, policies and requirements of goods for the beneficiary governments under the terms of the specific programme ` 
" : ^-^ for which UNOPS acts as purchasing agent; 

1 ro cu rement * Develop specifications based on enduser requirements and prepare shortlists based on investigation of markets as well as policy 

— considerations. Provide advice to endusers to improve quality of requests; 

are vo* Issue invitations to bid or requests for quotations as appropriate; evaluate offers both technically and financially, and recommend 
Of í ee r cor awards securing most advantageous procurement terms and conditions, 
ae dU * Issue Purchase Orders and Amendments thereto ensuring that all specifications, terms and conditions-are clear and correct; 
;* Maintain constant liaison with vendors, endusers, UN agencies and UNDP country offices until safe delivery of goods; 
.* Manage programme budgets, maintain records, prepare correspondence, and submit periodic and ad hoc reports in 
— English /French Spanish to keep the financing source(s) and beneficiary entity informed of the status of die activities being carried 
"ut or their behalf. 
ialifications and Experience: 
. . . ^ University degree in engineering and/or business preferred, or demonstrated professional experience in international procurement 
U n ite d N at ions of technical equipment and relevant commodities on a worldwide basis; 

í A ) ee eel & &. " MAX unl » ` x < 4 . - > - EE H t . * 
Minimum five years responsible professional experience in purchasing operations on international basis, L'N system 
o £xperience preferred; | 


c Office for 
S Be | Project Services 


Flaency in English and French obligatory; Fluency in Spanish an asset. 
ubmission of Applications: 

-Candidares should submit an application, including a Letter of Interest and CV to: 
Mr. Peter Van Laere, 

“Chief, Human Resources Management Section 

ited Nations Office for Project Services 

-220 East 42nd Strect 








-andidates are also requested, where possible, to attach a Personal History Form (PIL), obtainable from UNOPS, — n 
York, or the Office of the UNDP Resident Representative. Applications should be received by 15 April 1998, W 
nay be forwarded by fax: (212) 906-6908. Only those candidates who are shortlisted will be contacted. - 

fed female candidates are encouraged to apply. | ie nt 
hone or personal enquiries regarding this post will not be entertained. 

are information on UNOPS is available at httpz/ A WWWal nops. org 










Director of Marketing and 


“Central London c.£50, 000 + plus ‘benefits EE 


affairs, media relations, fund: raising and sponsorship. 
Familiarity with electronic media is essential. | 


Following a trategic review, a Director of  * A sound knowledge of how the business, voluntary and. VAM 
die Me ed dh nd nications is now sought to further public sectors interact both: nationally and internationally: Wee eed 
rx of promoting socially responsible essential, coupled. with a passion for the issues of. 
benefit business and society. globalisation, sustainable development and corporate social: 
ecutive, and as à senior member responsibility, and a sensitivity to cultural differences. : 


n the: individual: will create and 9 The ability to thrive in à. small, fast moving organisation 








* Our. dient ds à international, non-profit, , business 





























; and information strategy, and to motivate a diverse team is vital, as is the ability to. * 
communications programme and build effective partnerships between the Forum and 
J to the policy and research function... external bodies. High yes of intellectual credibility and | 
as Candidates will have ideally worked in both the private vision are essential. . | 





and public sectors and must demonstrate international Please write in confidence to Victoria Riley, giving details of 7 
foperienea in the areas of corporate marketing, public your career and current eamings, quoting reference 2738/E. 
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ODGERS EXECUTIVE SELECTION 1 | A DIVISION OF ODGERS INTERNATI ONAL 





E awkins Associates Ltd. 


| Director of Economic Studies 
- Interafrican Coffee Organization (Abidjan) | 2 
ince 1960, our client, the Interafrican Coffee Organization - IACO which brings together 25 African coffee produci ng countries, has addressed the pfoducion, | 
: processi ing and marketing problems taking facing memoar countries. it collaborates extensively with national, regio nal andi internat ional organizati ons wit simi ar 
. aims. 7 3 
- + The successful candidate's key functions wil include:- 
—.  * preparing regular analyses on the demand and supply of coffee in the world so as to estimate price evolution 
* following closely coffee export matters and their relation to coffee policies in member countries | 
+ preparing market studies and technical documents for various |ACO Committees and on a consultative basi i for oe Governments 
+ maintaining close contact with the coffee trade and other coffee agencies 
* preparing, analysing and evaluating coffee projects, whether technical, commercial or promotional | 
* Applications are invited from nationals of IACO member countries who hold at least a Masters degree in Economi ics, ‘Statistics andlor Econometrics. The ideal- 
candidate should have sound knowledge of international marketing of primary commodities, acquired over 6 to 8 years in the formulation, development and 
economic analysis of commodity programmes and projects at international level. Computer literacy and fluency in English and French will be the other basic 
requirements, Since he/she will be required to travel extensively in Africa, good health and physical fitness are absolutely necessary, 
-+ Our client will offer, a four year renewable contract with an attractive remuneration and benefits package. — Ref No: 621/AT/TE 
State how your experience matches the specification, enclose 
C.V. and quote job. Ref. No. Canvassing will disqualify. 


Hawkins Assoctates Ltd. 
Human Resources Consultants 


FO. box 30684, Nairobi bi, Kenya 
E-Mail ‘Khi@net2000ke com | 


"Serving Africa Since T 971 

































































INTERNATIONAL CENTRE OF INSECT PHYSIOLOGY A AND ECOLOGY 
VACANCY ANNOUNCEMENTS 


Director of Finance: 

Requirements include: Minimum masters degree in busine’: or related field, and 
internationally accepted accountancy qualification (i.e. CPA, ACCA, or equivalent), 
Minimum 10 years relevant experience in financial and management accounting. 
including at least 5 years at a senior management level. Experience with international 
finance management, and policy analysis and development. Expérience with international 
development, research institutions or donor agencies helpful. Excellent computer skills 
including spreadsheets, databases and sound knowledge of financial information systems 
softwares; Excellent leadership management and interpersonal skills including ability to 
interact effectively with staff, Governing Council members, donors, collaborators and so 
on, ability to work effectively as part of à team. 


Head of. Dept., Social Science: 

Requirements include: (1) PAD in agricultural economics/ economies (or social science); 
(2) 10 years post doc experience in research institutions, including 3 years in research 
management, management of budgets and personnel, research planning and 
implementation, knowledge of developing country cultures and issues. Sub-Saharan 
Africa experience and work in national/internátional ag research institutions preferred; 
(3) Excellent. computer skills in spreadsheets, database and statistical softwares: 
(4) Excellent skills in: English and communication: leadership; management; and 
interpersonal relations. 


The positions which are based in Nairobi, Kenya, are for an initial 3 years with T renewal. 
Applicants. should send a C.V., salary details, names and full contact information of 3 
referees to: Human Resources, ICIPE, P.O. Box 30772. Nairobi, Kenya; E-mail: 
tiha.kuklenskitimailexcite.com; fax: *(254-2) 860110 / 803360. Applications will be 
received until the positions are filled. 


The international Centre for Insect Physiology and Ecology (CIPE) is an 
intergovernmental organisation funded by governmental aid agencies, UN organisations 
and private foundations to carry out research and training into the environmentally sound 
and sustainable management of arthropods for improving health and agricultural 
productivity in the tropics. ICIPE has over 350 staff to support its capacity building and 
research programmes in the management of medical, animal and plant disease vectors, 
plant pests, and in the conservation dnd utilisation of arthropod biodiversity. Although 
many af ICIPE s present activities are Africa-centered, the organisation intends to 
broaden its pan-tropical base by greater collaboration in Asia and Latin America. 


ICIPE is an equal opportunity employer. Women are especially encouraged to apply. 


vm Projeet sige =a 
INDUSTRY CONSULTANTS 


| The Mekong Project Development Facility (MPDF) assists the 
| development of private sector companies in Vietnam, Lao PDR and 
. Cambodia. The Facility is managed by the International Finance 
_ Corporation (IFC), the private sector arm of the World Bank, and is 
` funded by a number of donor agencies. The Facility assists small 
and medium-sized businesses in the region develop business plans 
and raise financing. In so doing, the MPDF frequently requires 
Outside industry- “specific technical expertise, on short-term 
assignments, to assist in the project design and development, We 
are currently developing a database of technical. consultants in 
SOUTHEAST ASIA, and request that individuals or firms with 
“experience in the followir ‘ing sectors a pply: 


. Agriculture and Agribusiness 
* Manufacturing — 
-* Textiles, Garment and Footwear 
oe Fisheries — — 
.* Fish & Food-Processing 
^* Construction 


Individuals should have. a formal degree followed by at least 10 to 
| 15 years of business experience acquired in the private sector in the 
] . related industry, with demonstrated knowledge of and experience in 
"technology/technical parameters, markets and products, cost 
structures and industry. norms and profit margins. 











ate rested parties: should. send. their CVs and fee rates either m 
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* NEWYORK * LONDON + HONGKONG «+ 


RECENT GRADUATES 
CONSULTANCY ROLES 


Tempest is an international strategic consultancy, 
specialising in equity markets. 


As the group expands, they are seeking 
a number of candidates to join their London team 
to be trained to consultant level. 





Candidates should ha ve: 
* Good communication and 


Responsibilities will include: 
* Collation and analysis of 


interpersonal skills both qualitative and 
* First class academic quantitative data 
background _ l * Liasion with senior * 
* Language skills: English and management, internationally | 
European languages are of ¢ Consultancy presentations 


equal importance. to clients 
This is an excellent opportunity to join a dynamic organisation 
which can offer genuine and rapid promotional prospects. 
Salary will reflect experience and ability. 
in the first instance, please forward your CV and covering letter 
to the Directors at Tempest Consultants. 


29, THROGMMORTON STREET, LONDON ECIN 2AT 


Chief Executive Officer for the Namibian Airports Company: 


Namibian Airports Company 
The Cabinet of the Republic of Namibia has approved the establishment of the Namibian Airports 





Company. The Company is formed under the MWTC 2000 programme aimed at restructuring the 


Ministry of Works, Transport & Communication. 

The Company will own and operate eight airports across Namibia; and employ approximately 250 
persons. The annual turnover is projected to be approximately N$ 25 million. 

‘The Ministry now requires the services of a Chief Executive Officer for the Company. 

Scope and Responsibilities of the Position l 
The main challenge of this position is to transform the current Government function into a 
commercial business. 
The CEO will be responsible to: 

* provide strategic guidance in consultation with the Board of Directors 

manage the Company is compliance with the objectives stated in the Extablishing Act 

co-ordinate activities of the Company's business departments 

establish staff-fünction procedures 

develop and standardise cost-effective procedures over all departments 

develop the Company’s revenue base with an emphasis on non-aeronantical revenues 

foster a cistomer-oriented work culture 

promote the Company's identity and éstablish sound wor king relations with clients, the 
Sharcholding Minister and affected Government Ministries. 


Reporting. 
The General Managers Operations and Finance, and the Managers Human Resources and Business 


e & à 5 9 9 & 


| Development will report to the CEO. The CEO vili report to the Board of Directors. 


Qualifications 

The CEO should have an appropriate tertiary qualification in any of the above- mentioned functional 
arcas. Preference will be given to candidates with complimentary business qualifications, sucht as 
MBA/MBL. Preference will also be given to Namibian citizens, 


Skills and Experience 


The CEO should ideally: 

* have at feast five years! experience in a senior position, preferably in the private sector 

* have an understanding of the commercial and administrative requirements of a business of this nature 
* have some experience of change management 

* be a practical, teant-oriented individual comfortable to work in a multi disciplinary environment 

* have above-average communication and leadership skills. 

Salary Package 

A competitive package commensurate with the responsibility of the position will be offered. 

Contract p , 

A renewable contract is offered, tor an initial period of three years commencing June 1998. 

Closing Date for Applications 

27 March 1998. 

Interview i 
Shortlisted candidates will be invited to an unerview with. the Ministry of Works, Transport. & 
Communication. 

Please. apply with a comprehensive carricudum vitae. and. subsrantiaing, documentation, iG Ben 
Gericke, Ministry of Works, Transport & Communication, Private Bag 13341, Windhoek, Namibia. 


1 Enquiries. may be directed. io: FoU | 2082038. or fas i number i GRENEN) 223480 « or emal- 


address:  bgerickednam. lia. met; 









‘Opportunities in the field for solid waste 
dat experts 


management ¢ 
d "m 


a to y éevezal y years in duration. 


uccessful candidates’ experience to. date will have been gained 


| rough time Kan in Central & Eastern Europe, or in developing 


countries. They will be prepared to continue to travel widely and 

"spend extended periods on a residential basis in the field. 

^" They will relish the demanding nature of the role and have 
excellent client, team and project management skills. 


In return, ERM will offer a competitive remuneration package, 
with the prospect of future professional and personal develop- 
ment within the company. 


; E -Please write describing why you are the right person and attaching à 
 wecent CV to: 


Dr David Wilson 
Environmental Resources Mana gement, 
$ Cavendish Square 
; London 
‘WIM OER 
Fax: +44 171 465 7350 
email: izg@ermuk.com 


Institute for A lanagement studies 


ince 1974, hei Institute foi Museen Studies ( IMS) 

as been a leader in the field of executive education. IMS 
currently has locations in the US, Canada, UK and the 
Netherlands. IMS seminars are for member organizations 
T -only and are conducted by some of the world's leading 
|. faculty. Sponsoring members include over 400 multi- 
national companies. 


IMS is planning to expand its programs into Brussels, 

- Milan, Paris, Stockholm, Frankfurt and other major 
European cities. We are currently looking for entre- 
preneurs to become local representatives in each city. 
Ideal candidates would be dynamic former senior 
executives, native to the location, who are excited by the 
opportunity to run their own business. 


The representative's responsibilities include: member 
recruitment, administration of monthly seminars, 
communication with members and attendance at a yearly 
planning meeting in California. No monetary investment is 
required and income is dependent upon the representative's 
abilities to develop membership and attendance. 


] | Ifyou would like more information about this opportunity 


please fax a brief resume to 1.702.322.8322 in the US. 


Cargill Technical Services Lin 
SOCIAL DEVELOPMENT CONSU : | 


Cargill Technical Services (CTS) is a worldwide consultancy c 
rural, natural resource and agribusiness development. CTS has: 
projects in Central and Eastern. Europe and the former Soviet U: 
agencies such as DEID, PHARE, TACIS, Asian Devek ment. Bank d 


SOCIAL DEVELOPMENT CONSULTANT $- Central and Enstern Europe, 


CTS is seeking team leaders and long/short term consultants with proven track. 
records and suitable academic qualifications to falfil poaae One existing. and : 
forthcoming projects ini the following fields: : 3 
-social sphere analysis and policy: development: 
rural and community development 
local Government haion 
institutional development and strengthening 
SME development 
Russian language an ady antage — 


Candidates shoufd have the ability. to ASSESS: the sec sal implications of agri cultural 
restructuring on rural commurities and to design: programmes and px 
alleviate unemployment and ensure the continued provision of rural utilities and. 
infrastructure, rural social services and other community activities. It is expected: that 
these services would be provided by a mix of local Government, the private sector 
and voluntary groups, supported by NGO's, Diplomacy, negotiating skills and the 
ability to work with both Gevertiment and rural communities are essential, 

LONG AND SHORT TERM ASSIGNMENTS IN OTHER REGIONS 


CTS is continually looking for professionals s with experience in the areas of rural 
development, community development, institutional strengrhening and SME 
development to undertake assignments in Asia, Latin America and Africa. The 
company maintains a register of consultants for which applications are invited. 
Full CV's skould be sent by post or Fax to: " 
Regional Manager (Ref: SocDev ) 
Cargill Technical Services Limited 
Knowle Fill Park 
 Fairmile Lane, Cobham 
Surrey, KTH ZPD, U 
Fax: + 44 (0) 1932 861900 
rtp: V mew eangill« tech-serv, com 


————————————— 


STANDARD 


& POOR'S 
DRI 


Standard & Poor’s ; DRE is des world: S jid sov ex 
and economic information and analysis with an interni 
drawn from industry, finance and government. 


ASIAN AUTOMOTIVE ANAL 


Standard & Poor's DR/ Global Automotive Grou 


| strong reputation in the analysis of automotive indg 


the world and its vehicle forecasts enjoy an unrivalle 


| market place. In recent years, the group has increa 
| Asian markets and during 1998 is looking to enh 


this region. 


An opportunity exists for an additional person të 
Analysts, specialising in. Asian markets. 


The ideal candidate will held a degree in Business Së 

or other related discipline. Excellent analytical arp 

skills are a prerequisite, as is the ability and willingnek 
quickly and work on a range of research, informati 

tasks. Experience of the automotive industry and E 

is desirable but not essentizl, however the candidate 

interest and empathy with the industry and the regioni: 


The company offers an attractive salary and benefits! 
with career opportunities in our expanding global 6p 
apply with full CV to: Marian Peskett, Standa 
Wimbledon Bridge House, 1 Hartfield Road, Lo 
UK or Email: mpeskett@dri.mcegraw-hill. com 









come to the fair! The biggest industrial fair 

n the world, | in fact, with 7,000 exhibitors gathered 
from 69 different countries, covering the whole 
spectrum of technological trends and advancements. 
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CHE MES EAG. Messageltide: D-30521 Hannover 
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Technological insight, 
international foresight. 
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was deserved 
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i reer or hás itself looked pine 
ated. But not now, for the latest figures 





EA recession for almost 25 years; 

nd the latest news suggests that no one in- 

hority is capable of doing much about it. - 
far, this has been more a cause for dis- 

| ment than for serious concern. Look 














boarled-ap shores or streets full of beggars that were 
ical of American or British cities during those countries’ 
essions in the early 1990s. Japan is affluent, its living stan- 
rds are high and its unemployment is low. The country 
nay be frustrating in its inability to offer decisive help to 
sia, but it has helped quite a bit and at least it is a danger to 
“no one. If this is a country in trouble, many would like to 
"swap their troubles for Japan's. DAE 
=. Yet in the past few months the worries have grown. At the 
„end of last year, there was a real danger that the weight of bad 
oans held by Japan’s big banks might become so heavy that 
whole system could. collapse, 1 which might in turn have 
0a great depression of the 1930s sort. This was averted by 
overnment promise to inject a huge amount of capital into 
? banks, but the fear—and the possibility—has not gone 
away altogether. Confidence in the economy, in the banks 
and, most crucially, in a state apparatus for which every week 
brings a new arrest for corruption, is at a dismal level. All of 
- Which has left Japan looking vulnerable: to a long recession 
_ that could bring high unemployment; to an external shock, 
"Whether political or economic,regional or global; and even to 
internal political change, given tie dim view in which the 
current parties are generally held. 


























Of clouds and silver linings 

` How has Japan, which was so lauded for the effectiveness of 
“its government, got itself into such a condition? In a way, the 
- problem is that there has still been no real crisis. There has 
- been a vast falt in share and property prices, a succession of 
- bankruptcies, a long saga of scandals. Yet, precisely because 
. all these misfortunes happened to one of the world's richest 
-and most resilient countries, nothing has yet forced Japan to 
get to grips with its three biggest problems: the political vac- 
uum at the heart of its policymaking; the sclerotic effect of 
„interest-group privileges; and the demoralising effect of a 
- limping financial system (see pages 23-25). 
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That i is why. the optimistic way to déok à at : s 
the country's current recession is to hope that 
this will, at last, bring on acrisis that will force | 
things to change. As Tadashi Nakamae, anin- _ 
dependent economist, writes on pages 27-30, _ 
this is possible but far from inevitable. The 
government's efforts so far to rescue the bank 
ing system have failed to convince, becau 
although the rescue is genuine, it is designe 

to preserve all banks, regardless of their sir 
and weaknesses. A real clear-out would b 
likelier to restore depositors’ confidence i 
the banks that are left, and to attract new pr 
vate capital. And the reflationary. packag 
that the government is expected to um 
next month will inject some welcome demand into the e 
omy, but looks poised to do so in a dispiritingly p pork-b 

way, paying dud construction firms to parer river-beds and 
build bridges that noone needs. ^ 

Confidence. is the key: to persuade consumers to st | 
spending their vast savings again, to persuade investors, do- 
mestic and foreign, that Japan is again (or at last) a country of 
opportunity. Restoring that confidence should begin with the 
financial clear-out that has already been mentioned, and. 
with an acceleration (certainly no delay) of the “big bang” 
form programme that is supposed, from next month, t 
breathe new competitive life into the financial system. dt 
should also begin with a reflationary package that focuses 
public spending on modern infrastructure such as comput- 
ers and telecoms, rather than on bridges, and offers cuts in 
corporation tax in order to ease the pressure on thesmalland : 
middling firms where the fears of bankruptcy and unemploy- ] 
mentaregreatest. ^ ^. | 

Competition, in other sectors as well as finance, is needed — 
to break the hold of interest groups; a clear-out is needed to 
cure the financial limp. But neither is possible, or at least sus- 
tainable, without political impetus. Disillusion with the er- 
tors and corruption of the bureaucracy has handed power to 

Japanese politicians for the first time in 40 years. Yet those 
politicians have proved unable to exploit their new opportu- 
nity. Unaccustomed to generating policy ideas and creating 
political alliances to turn them into legislation, neither the 
ruling Liberal Democratic Party nor the fragmented opposi- 
tion has managed to take control. Or perhaps they haven't felt. 
a need to. A crisis now or in the next year or two would change 
that. If and when it does, however, further reforms would be — 
needed to help politicians take effective charge: proper pol- d 
icy-analysis staffs and think-tanks, for starters. 

. Every so often, as the Japanese are fond of saying, Japan 
emerges from a crisis refreshed and reformed, as in the 1860s 
and the 1940s. Will the 1990s be added to the list? 



































































































it look four years from now? 


ORDON BROWN must be thrilled by his budget's recep- 
tion: congratulations all round, and hardly a word of 
dissent. Tory papers praised the chancellor for not being Old 
Labour—for not raising taxes much, for not increasing public 
spending much, for lauding enterprise and so forth, and for 
doing almost nothing that was outright crass. The left-leaning 
papers praised him even more for not being just a Conserva- 
tive with a red tie—for easing the tax burden on the lowest 
paid, for giving poor working families money to spend on 
child care, for emphasising (and how he did emphasise) the 
fine ambitions of New Labours modernising project. The 
City was a little cooler (it wanted more fiscal restraint, then 
lower interest rates and a cheaper pound), but the complaints 
were muted. The City's newspaper, the Financial Times, was 
entranced: “A prudent hand to those in need,” it cooed. Mu- 
sic to my ears, the chancellor thought. 


Once a generation... 

. Of course, if you test it against the soak-the-rich, borrow-and- 
spend budget that Old Labour might have produced, this was 
not just a good budget but a miraculous one. The fiscal cal- 
culation—the overall balance of taxes and spending—is cau- 
tious, as it should be. A sizeable fiscal tightening is already 
moving through the economy, the result of previous an- 
~ nouncements. It would have been well to start it earlier, but 
that was Kenneth Clarke's mistake not Mr Brown's. Right 
` snow, with some parts of the economy booming, some on the 
verge of recession and some in between, large fiscal gestures 
(difficult to reverse at short notice) are beside the point. 

Moreover, in striking the right overall balance between 
. taxes and spending, Mr Brown has not used much higher 
<- taxes to pay for much higher spending. In the aggregate, his 
plans are almost impossible to distinguish from the Tories’. 
This is true by design, because Labour has committed itself to 
abide by the Conservatives' spending targets until its *funda- 
mental review" of public spending is complete. Again, there is 
little for a fiscal moderate to complain about. — 

But Mr Brown cannot expect to be judged this way for 
much longer—to be praised for not doing idiotic things or for 
doing what the Tories would have done, rather than for ad- 
mirable new things of his own. The government must expect 
its policies to be tested against other yardsticks, including 
that of its own immodest claims. So, turning to the chancel- 
^... lors detailed proposals, take New Labour at its word: ask 

whether this budget was, as Mr Brown said, the kind of radi- 
- cal overhaul of the tax-and-benefits system that comes along 
once a generation. Well, hardly. This little budget was cer- 
tainly not that. Hyperbole aside, ask then whether it signalled 
. a cleat strategy, so that in another four years an intelligently 
E redesigned tax-and-benefits system could be in place. The an- 
S swer to that is more difficult—but no better than maybe. 

P . The fact i is that this budget was a muddle. For all the slo- 

gans, repeated witl | wearing persistence, it lacked an or- 
: f ising idea. “Making work pay” was the chancellors prin- 





New Labour’s first full budget was a hit with the British press, but how will 





cipal message, but the measures lack the clarity of the mantra 
The cut in national-insurance tax at very low incomes is mos 
welcome—the previous arrangements were an absurd anom 
aly. But this was an expensive change, amounting to £7 bil 
lion ($11.6 billion) a year, and the chancellor has financed 1 
by increasing that part of the tax which is levied on employ 
ers, to the tune of nearly £6 billion. Had he done this by rais 
ing income-tax rates to the equivalent extent, the “makin; 


work pay” message would have been, let us say, blurred. Bu 


an increase in the national-insurance tax, whether it is leviec 
initially on employers or workers, amounts in the end tc 
much the same thing. — 

Still striving to make work pay, the chancellor announce 
a new Working Families Tax Credit. This is an extended ver 
sion of Family Credit, an existing working-poor programme 
with a new method of delivery—through the pay packe 
rather than the post office. Again, there is much to commend 
The slower withdrawal of payments as income rises is good 
because it lowers marginal tax rates. But the new method o 
delivery raises fiendishly difficult administrative questions 
not least, the question of where the administrative burden o: 
the new scheme will lie. If much of it falls on employers (anc 
it seems that some must), regard this as a new tax on employ 
ment. And this is to say nothing of the government's prom 
ised minimum wage, which will act as yet another such tax 
precisely targeted on employers of the unskilled. 

A budget for children, then? Yes, but also a budget fo 
childminders. The Treasury is unsure of the cost of its pro 
posed subsidy for child care but, if most of those eligibli 
(along with some who are not) take up the offer, it could be 
very large indeed. A huge tax-driven expansion of the child 
care industry is in prospect: indeed, that would appear to be 
the aim. But whereas there is a public interest in relievin; 
child poverty, there is none in encouraging mothers of young 
children to pay others to take care of them, or in putting infor 
mal child-care arrangements (such as having grandparent: 
do the job) at such a marked financial disadvantage. 

The chancellor made much of his determination to helg 
business, partly by bringing stability and transparency to the 
tax system. He made some announcements that serve these 
goals. He made others that do not. The capital-gains tax re 
form, presented as a simplification of the system, is no suck 
thing; it reintroduces the distortion due to inflation (which 
as any long-termist knows, mounts up even when prices rist 
slowly); and for most investors it substantially increases th« 


effective rate of the tax. Note too that the net effect of ter 


changes grouped in the budget statement under the heading 
"Promoting Enterprise" is a tax increase of £1 billion a year.. 

New Labour isn't going to wreck the economy with a re 
turn to Old Labour profligacy: that fear can be laid aside. De 
spite this week's deafening applause, however, it remains tc 
be seen whether the government can fashion a fiscal strategy 
that is both sound and d distinctively its 0 own. 





A presidency paralysed 


The never-ending tales of Bill, Kathleen, Monica and the rest are 


damaging the office of the presidency 


NOTHER woman, another salacious story, another presi- 
dential rebuttal. So the pattern goes. Although their 
newspapers are full of it, Americans mostly yawn. They really 
do not want to know what Bill Clinton gets up to with 
women, on federal property or off it. That is, literally, his own 
affair. If he chooses to lie about it, that is fine too; any man 
would do that. By huge majorities, letter-writers to national 
magazines (and to The Economist) tell the press to lay off and 
go home. They have a successful and efficient president: end 
of story. 

Yet this is self-deception, on their part and his. The signs 
are, first, that Kathleen Willey’s testimony of being groped by 
Mr Clinton (testimony repeated, for national consumption, 
on CBs television on Sunday night) is not playing as just an- 
other tawdry tale (see page 45). Audiences have found her con- 
vincing. She is mature, a committed Democrat, and middle- 
class: in so-called classless America, it makes a difference that 
she lives in Virginia, wears pearls and would not be seen near 
a trailer-park. Moreover (despite the instant White House re- 
lease of her later and enthusiastic letters to the president), she 
apparently did not want MrClinton to touch her; and the fact 
that she says he did has roused the feminist lobby to their first 
public criticism of him. When the National Organisation for 
Women lowers the boom on a Democratic president, he 
should know he is in trouble. 

But that is not the half of it. The damage being done by this 
endlessly unrolling saga is not so much to MrClinton person- 
ally as to the institution of the presidency. This is now a White 
House understandably obsessed with one thing, rebutting 
and spinning the next unfavourable story. State Department 
officials trying to prepare for Mr Clinton’s upcoming trips to 
Africa and China complain that there is no one close to the 
president thinking about foreign policy. Instead, all eyes are 
on the grand jury. MrClinton himself dare not now appear in 
a public forum to argue about policy, foreign or domestic, for 


LEADERS 





fear that sex questions will raise their heads: hence the sham- 
bles of the town-hall meeting about Iraq in Columbus, Ohio, 
which was in fact the spectacle of high officials cut loose from 
their presidential backing. In Congress, Mr Clinton's budget 
proposals appear to be drifting without a sponsor. At all lev- 
els in the White House, officials are hunkering down in dread 
of Kenneth Starr's next subpoena. This is a presidency already 
under siege and in paralysis. 


Damaged, right or wrong 


Mr Clinton's supporters (and his approval rating, astound- 
ingly, remains close to 70%) will say that this state of affairs is 
not the president's fault. It is the fault of a prurient press ob- 
sessed with sex, which will not give him a break. But the press 
would not keep up its interest if, day by day and week by 
week, more tales did not keep spilling out: not merely about 
sex, which might perhaps be thought a private matter, but 
about efforts to suppress the truth, suborn perjury and buy 
silence, which are not. The tales may be untrue, or just grossly 
misleading. But if so, the only way to limit the damage will be 
for Mr Clinton himself to sit down and explain to the public 
exactly what was going on with Ms Willey, Monica Lewinsky, 
Paula Jones and the rest. Precisely because the president 
refuses to comment or, when he speaks, contradicts himself 
(saying one week that ke has "no specific recollection" of the 
Willey incident, then that he has a “very clear memory" of it), 
the press keeps pushing and pushing. 

Justice will take its course eventually; but, even if Mr Clin- 
ton is found guilty, he will almost certainly try to cling on. He 
will feel he has worked hard to govern the country, of course, 
as indeed he has. But he should bear in mind the long-term 
damage that is done to his office by governing America 
through spin-doctors; and he should know that, if he cannot 
deal honestly with Americans, his hold on that office is not 
worth preserving. 





Clinton embraces Africa 


Good, but not just as a photo-opportunity, please 


N THEORY, Bill Clinton's 12-day trip to Africa that starts 
next week is meant to cement a new American relationship 
with Africa, one that has been recast from “paternalism, de- 
pendency and indifference” to “genuine partnership based 
on mutual respect and mutual interest”. In practice, it will be 
a photogenic and symbolic extravaganza (see page 56). Yet 
presidential visits are often more about symbolism than sub- 
stance. Mr Clinton’s presence alone should send a strong sig- 
nal of American interest in a continent too often forgotten. 
Already America is doing more, at least in some areas, 





than most rich countries to think anew about how to work 
with Africa. An African trade and investment bill, passed re- 
cently by the House of Representatives and now winding its 
way through the Senate, will open American markets (par- 
ticularly in textiles) to reformist African countries. Though 
trade between Africa and America is too small to make much 
difference to the region’s economic prospects, the initiative is 
a good one, which should be repeated by other rich countries. 

On debt relief and aid, too, America deserves two cheers. 
Though all rich countries have been painfully stingy about 
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forgiving Africa its debts compared with their readiness to 
throw billions at Asia's financial mess, America has made 
some gestures. The administration, for instance, proposes 
eliminating all the bilateral concessional debt still owed by 
the best reformers (they owe hardly any). And America, with 
Britain, has made more effort than most rich countries to 
push for rapid multilateral debt relief for the poorest. Much 
American aid is being redirected towards supporting the pri- 
vate sector; the Overseas Private Investment Corporation, a 
public agency that backs private American investment 
abroad, is setting up new equity funds for Africa. 

These initiatives, though small, reinforce some useful les- 
sons: that trade is generally more effective than aid; that the 
private sector is more likely to bring prosperity than the pub- 
lic sector; and that America will do more for those African 
countries that are working hard to reform than for those that 
are not. Selectivity, self-help and responsibility are the hall- 
marks of America's economic policy towards Africa. 


And the other Africa? 


That emphasis is welcome: it is surely right to offer countries 
an incentive to reform. Thus, most of the countries Mr Clin- 
ton will visit are part of the “Africa that works". These are 
places where elections are held, the civil servants are paid, the 
economy operates along recognisable lines. Yet, like it or not, 
there is another Africa, an "Africa that doesn't work". From 
Sierra Leone in the west, via a huge area in the middle encom- 
passing Congo, Rwanda and Burundi, to Somalia in the east, 
there is not much resembling a conventional state, let alone a 
conventional economy. America has more or less shrugged its 
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shoulders about these places, though Mr Clinton will make 
an airport stop in Rwanda to show that he is not indifferen: 
to the genocide that occurred there four years ago. 

In fairness, America has tried to set up an African crisis 
response force and Mr Clinton will be talking about peace 
keeping and "good governance" on his trip. Nonetheless, the 
accent these days is on leaving the Africa that doesn't work tc 
fester—a policy that neither America nor other rich countrie: 
will be able to sustain indefinitely. Non-working Africa may 
not threaten their interests, but it can surely unsettle theii 
televiewing. 

It cannot, of course, be made to work solely or ever 
mainly by the attentions of outsiders; in the end, Africa's fate 
is in the hands of Africans. But outsiders can, and should 
help—by working to head off crises before they occur; by ac 
tively supporting peacekeeping when crisis-prevention ha: 
failed; by training policemen, judges and other civil servants 
by reinforcing efforts (like the Rwandan war-crimes tribunal 
to bring thugs to book; by fighting A1Ds and other diseases 
and by a host of other small and fairly cheap measures. 

Still, it would be churlish not to welcome Mr Clinton" 
trip, whatever its limits. He can make clear that America seek 
a realistic partnership with Africa's reformers. He can visi 
entrepreneurs, discuss obstacles to investment, and help t 
dispel the stereotype of a continent with nothing to offer the 
world but a begging bowl. He can also remind even the mos 
reformist Africans of how much more remains to be done 
Even for the success stories, economic reform is far from com 
plete. And for many, an economy first has to be created before 
it can be reformed. 





China wriggling free, or hooked? 


By signing two human-rights covenants, China's leaders may have 


unwittingly made trouble for themselves 


AVE western governments abandoned efforts to press 

China to respect human rights in an unseemly scram- 
ble to win business in the vast Chinese market? That is how it 
looks to many of China's critics. Yet they may be wrong to 
assume that China is off the human-rights hook. 

The critics draw most of their gloomy conclusions from 
the annual meeting of the UN's Human Rights Commission, 
which opened in Geneva on March 16th. Ever since the 
Tiananmen Square killings of 1989, the commission's meet- 
ing has been the scene of an intense diplomatic battle, as the 
Chinese government has fought to stave off resolutions criti- 
cising its brutality. By cajoling and bullying poor countries, 
China has always succeeded. This year the same tactics seem 
to have worked with the richer ones too. After a parade of 
visits by Chinese and western leaders, America and usually 
critical Europeans have said they will not back such a resolu- 
tion this year. Worse still, in the view of the sceptics, Bill Clin- 
ton has just brought forward his visit to China from Novem- 
ber to June, to the delight of his Chinese hosts. No wonder 
campaigners for human rights are alarmed. 

Nevertheless, it would be premature to conclude that the 
West is about to drop the subject altogether, or has lost faith in 
the efficacy of international pressure. Western countries have 





little choice but to play a delicate game of carrot and sticl 
with China on human rights. And, to make the game credible 
the carrot must be surrendered occasionally. 

America, at least, has played this game in earnest. It saic 
that it would not back the UN resolution in Geneva if Chin: 
did four things: resume talks with the Red Cross on prisor 
visits; release jailed dissidents on medical grounds; and sigr 
two human-rights treaties. China has now done all four. Talk: 
with the Red Cross have resumed. Wei Jingsheng, a leading 
dissident, was released in November, soon after the visit o 
Jiang Zemin, China's president, to America. The release o 
Wang Dan, another dissident, is now widely expected before 
Mr Clinton’s return visit. In October China signed the Inter 
national Covenant on Economic, Social and Cultural Rights 
And on March 12th it also promised to sign the more signifi 
cant International Covenant on Civil and Political Rights 
Having dangled its carrot, America felt obliged to deliver. 

None of these actions means that the Chinese will sud 
denly behave like Swedes. But that does not mean they ar 
valueless. China’s acceptance of the two human-rights cove 
nants could have long-term ramifications. However cynica 
they were in putting their names to these covenants, China’ 
leaders—merely by agreeing to sign them—have conceded : 
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point they have resisted for years: that the outside world has a 
legitimate interest in how they treat their own people. They 
have also accepted that the rights embodied in the covenants 
deserve respect in any civilised society. 





A bigger, better stick 


These are powerful ideas, as the Chinese themselves are well 
aware—which is why they have so brutally stifled internal de- 
mands for such rights. Moreover, there is an encouraging 
precedent. In 1975 Leonid Brezhnev signed the Helsinki ac- 
cords, a collection of apparently toothless human-rights 
agreements, seeing this as a tactical device to get the West off 


Europe’s dual enlargement 


Almost ten years after communism’s collapse, the West totters to the occasion 


S EUROPE'S hour here at last? In the heady days of 1989, 

when communist regimes started to go down like nine- 
pins all across Eastern Europe, a Europe united and free was 
proclaimed to be just on the horizon. Yet only now, a decade 
on, are NATO and the European Union getting ready to open 
their doors to newcomers from the east. The United States 
Senate is expected soon to endorse the enlargement of NATO; 
if all 15 other members do likewise, NATO will pipe in Poland, 
the Czech Republic and Hungary at a special summit next 
year. Later this month, the Eu will open belated talks with five 
ex-communist countries (the soon-to-be-NATO three, plus Slo- 
venia and Estonia) and Cyprus. Europe's political map is be- 
ing redrawn at last. Yet the way both NATO and the ru are 
going about it may store up new trouble for the future. 

So far, NATO has seemed to do better—mostly because it 
has been faster—at adapting itself to Europe's changed land- 
scape. Having trained for decades to deliver a heavily ar- 
moured counter-punch across the central European plain, it 
has transformed itself into a smaller, get-up-and-go force, 
ready to react nimbly to crises beyond its own frontiers. Its 
Partnership for Peace programme offers all interested non- 
members a chance to contribute to security, through peace- 
making operations like the one in Bosnia. And NATO is well 
ahead ofthe Eu in gathering in new members: the first clutch 
next year, with more, it says, to follow soon. Yet therein lie the 
problems that could be NATO's downfall. 

Although NATO no longer plans and trains to counter the 
old Russian threat, and argues that enlargement is directed 
against no one, the countries queueing to join clearly beg to 
differ. At its core NATO remains a defence alliance. It must be, 
since it is the solemn al!-for-one-and-one-for-all defence guar- 
antee that gives NATO the confidence and the authority to 
take on difficult military jobs. Such a guarantee is not infi- 
nitely extendable. Yet, from the Baltic to the Balkans, it is the 
defence guarantee, not further and better military co-opera- 
tion, that has a long line of countries knocking on NATO'S 
door. Expanding NATO will thus not end the division of Eu- 
rope, but merely draw and redraw the line—differently but 
always contentiously—between ins and outs. 

Meanwhile, the bigger the alliance becomes, the harder it 
will be to maintain the glue of consensus on which NATO's 
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his back. In fact, it had the opposite effect. The ambitiou 
principles of the Helsinki agreements unexpectedly revive 
the Soviet dissident movement and helped bring interna 
tional attention to bear on Soviet behaviour. 

China is already a more open society than the Sovie 
Union then was. With fax machines, mobile phones and th 
Internet, many Chinese know more about what their govern 
ment does—and what the rest of the world expects it to do- 
than the dissidents of 20 years ago. So the two covenant 
could have an even bigger effect than the Helsinki accord: 
Europe and America must keep the pressure on China. The 
may have just won a bigger stick with which to do that. 





nimbler military role depends. In order to make Russia ani 
others feel less badly about a swelling NATO, America argue 
that it should be an alliance open to all democracies, Russi 
possibly someday included. But not all democracies shar 
common purposes. Russia, a continent-sized power, has ir 
terests of its own. In any event, the Russia-too argument duck 
the hard question: how far can NATO sensibly grow before : 
is too big in size, too loose in structure and therefore too sma’ 
in purpose for its military boots? At the very least, it needs firs 
to see how well next year’s newcomers fit in. 

While NATO needs to take care how far and how fast - 
grows, the EU needs to stop dragging its feet. During the col 
war, it took a military guarantee to protect democracy an: 
prosperity in the free parts of Europe. Nowadays, for all th 
discomfort of having a prickly Russia nearby, the real threat 
to Eastern Europe come from within: from poor living stat 
dards and from the seemingly interminable pain of reforr 
without reward, problems that NATO cannot fix. Even for th 
front-runners, the date by which they might join the Eu—the 
best hope for a stable future—has receded ever farther into th 
distance: entry talks are likely to drag on for years yet. 


Opportunity knocked 


Instead of opening their markets to freer trade with the eas 
EU governments have chosen to form a tighter huddle amon 
themselves. Monetary union, not enlargement, has been th 
EU's project of the 1990s. And instead of learning from NAT! 
to invent something like a Partnership for Prosperity, to mak 
all applicants feel wanted, the Eu has spent a lot of its tim 
telling them just how hard—even impossible—it will be t 
join. Not that enlargement was ever likely to be a simple a 
fair: it means changing the balance of power among existin 
members, reforming the way the EU is run and directing sul 
sidies away from some of the poorer regions in Europe's we: 
to even poorer newcomers from the east (see page 63). 

Yet in truth, for all the continuing excuses, when face 
with the historic opportunity after 1989 to do its bit to expan 
the area of peace and stability in Europe, the EU ducked bi 
hind its ramparts. It is enough to make you despair of Fi 
rope's ever punching its political weight in the world. 
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Baden-Wurttemberg (L-Bank) 
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State of Baden-Wurttemberg 


DEM 400.4 m (49.8 95 


Total assets: DEM 133 bn 


i+ 14,5936 in comparison to 1995] 


Common equity 
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It's not always love at first sight that 
leads discerning investors to opt for 
L-Bank. But even in such exceptional 
cases, all it takes is a brief glance at 
our attractive issues to decide poten- 
tial investors in favor of a long-term 
union. Admittedly, as one of the ten 
leading issuers in the world, L-Bank 
does appeal more to the head than 
to the heart - with its convincing and 
innovative issuing philosophy. But 


today our reputation as a reliable 


partner precedes us wherever we go. 





Hard-headed investors with an expe- 
rienced eye for figures will appreciate 
how L-Bank applies a seductive blend 
of accurate analysis and shrewd stra- 
tegy to underpin a policy of measured 
issuing activity. Consequently, demand 
for our securities remains at a con- 
stant high, with the resultant positive 
impact on prices. There is even more 
to a partner from Baden-Württemberg 
than meets the eye. L-Bank, Schloss- 
platz 10/12, D-76113 Karlsruhe, 
Germany. Telephone +49 721 150 18 07. 
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There have been dark clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dark cloud set in... economic uncertainty. 


We Malaysians, however, expect this to clear too. 
In due time. With an optimism that is borne out 
of four decades of incredible economic growth 

the world has been witness to. 


With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 

to see us through. With the determination to do 
everything for the economy to bounce back. 


And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 
Bullish on Bouncing Back 
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THE JAPAN PUZZLE 





Hurtling towards paralysis 


Much of the world is alarmed at Japan’s inability to reform its economy. In 
this article our Tokyo correspondent tries to unravel what has gone wrong. In 
the next article, a Japanese economist explores what the future may hold for 


his country 


OT long ago, foreigners flocked to Ja- 
pan to see how things were done. The 
Japanese economy was the envy of the 
world, and its financial markets the source 
of stupendous wealth. Countries scram- 
bled for Japanese investment. Much of it 
poured into America—to buy bonds, prop- 
erty and companies, and to build factories 
for Japanese manufacturers who had rein- 
vented entire industries, such as consumer 
electronics and car making. Japanese firms 
were studied as models of efficiency and 
innovation, and their ideas of employee in- 
volvement, quality control and design 
were put to work around the world. 

How things change. Nowadays few for- 
eigners travel to Japan in search of answers. 
Instead they come from Washington, Brus- 
sels and other capitals to prod the Japanese 
government into reviving a moribund 
economy. The foreigners cannot under- 


stand why paralysis is so widespread, and 
so entrenched. They worry that Japan’s 
sluggishness threatens not only to plunge 
East Asia into even deeper financial tur- 
moil, but to drag down a large part of the 
world’s economy with it. How, they ask, 
could so many talented people make such a 
mess of things in so short a time? That is the 
Japan puzzle. The answers are complex, but 
unravelling them points the way for Japan 
to get out of its mess. 

The hardest question to answer is why 
the Japanese political and administrative 
machine has ceased to function as effec- 
tively as it once did. It is fashionable to de- 
scribe the sense of national helplessness 
and inactivity that grips the country as the 
“Japanese disease”. Mariko Sugahara 
Bando, a former top official in the prime 
minister's office, and now a deputy gover- 
nor of Saitama prefecture, lists five notable 


symptoms of the malady: a weakening of 
the Japanese work ethic; excessive homoge- 
neity and conformity; a loss of creativity; a 
diminishing sense of public spirit; and a 
huge resistance to tapping the productive 
potential of women and the elderly. 

Ms Sugahara Bando argues that the dili- 
gence for which the Japanese were known 
in the post-war years was not a lasting man- 
ifestation of national character. It was 
never anything more, she says, than a tem- 
porary phenomenon peculiar to a specific 
phase in the country’s economic develop- 
ment. In general, she believes that values 
crummed into a society tend not to last for 
more than a generation. That was espe- 
cially true of the values of imperial Japan, 
whose rulers fanned the flames of patrio- 
tism and militarism until there was noth- 
ing left but ashes. Nowadays, she says, the 
tradition of unrewarded service and unjus- 
tified selfsacrifice—-whether as a con- 
scripted soldier in the imperial army orasa 
latter-day sarariman putting in a grinding 
80-hour week in the hope that it would pro- 
vide a job for life—is at an end. And there is 
always a reaction to excess. 


Richer lives 


Nevertheless, some would see the decline 
of the work ethic in Japan as a healthy 
development—suggesting that the Japa- 
nese have finally become rich enough to be 
able to live fuller, easier lives. And the coun- 
try's loss of creativity is noticeable only 
when the present generation is compared 
with predecessors from the 19305, or earlier. 
The conformity of society and the reluc- 
tance to allow women to play a more active 
role in political and commercial life are 
age-old problems in Japan. Serious at- 
tempts are actually being made to improve 
matters. With their growing economic 
clout and better education, women are de- 
manding—and getting—a better share of 
the corporate spoils. Meanwhile, class- 
rooms throughout Japan nowadays dis- 
play signs saying, "Let's All Be Individuals" 
(Altogether, now, repeat after me . . .). 

The one thing Ms Sugahara Bando is 
clearly right about is Japan's declining 
sense of public spirit and civic morals. The 
wave of political, bureaucratic and busi- 
ness scandals that have hit the headlines 
are testament to a widespread weakening 
of the special glue (the Japanese call it hito- 
nami no seikatsu) that has bound society 
into tight-knit groups since feudal times. 

Exactly how all this contributes to the 
national muddle is harder to say. A little 
easier to untangle is how Japan's reversal of 
fortunes came about. The country is still 









banks in a binge of reckless lending during 
the “bubble economy” of the late 1980s. 
This deflated in the early 1990s, dragging 
-down the stockmarket by nearly 60% and 
property prices by around 80%. Lots of 
. banks never made proper provision for the 
consequent bad debts, many of which re- 
main on their balance sheets. In part this 
was because the banks thought the econ- 
omy would grow fast enough to allow some 
of the debts to be repaid eventually, or at 
least written off less painfully. 

Yet GDP is likely to contract this year for 
the first time since the oil crisis a quarter of 
a century ago (see chart). As a result, the bad- 
debt problem looms ever larger. It has now 
~- forced the government to stump 
.—. up ¥30 trillion ($233 billion) to 
. prevent the entire banking sys- 
: tem from collapsing. 






































Springtime austerity 
The looming recession comes as a 
major blow. Last spring, the econ- 
omy seemed to be growing 
. healthily. Impatient to claim 
.. credit for getting the country's 
- growing budget deficit under 
. control, the prime minister, Ryu- 
taro Hashimoto, then increased 
.. the consumption tax by two per- 

. centage points (to 5%) and ush- 
- ered in an austerity budget that 
‘slashed public spending, raised welfare 
contributions and withdrew temporary tax 
concessions introduced only a few years be- 
fore. The net effect was to squeeze V9 tril- 
lion from demand. 
No one faults Mr Hashimoto's deter- 
.mination to get a grip on the budget. The 
"accumulated deficit run up by central and 
. local governments during the immediate 
. post-bubble years had become nearly as big 
. as (and is now bigger than) the country’s 
- GDP. When pension liabilities were added, 
= the government found itself staring into a 
< gaping hole twice the size of GDP. Just ser- 
< Vicing that debt now takes the biggest slice 
_ (22%) out of the national budget—account- 
^. ing for more than education, defence and 

^ pensions combined. | 
What people do fault is Mr Hashi- 
.. moto's timing. The government believed 
—. thatlastspring's recovery was real, and that, 
^. With the yen once again falling against the 

„dollar, Japan had put the worst of the post- 
bubble years behind it. In reality, growth 
stemmed mainly from the hugeamounts of 
.public spending—some ¥75 trillion. all 
.told—that had been shovelled into the 
-economy in emergency measures taken be- 
tween 1992 and 1995. 


< sumed that this money was being spent ef- 
.' fectively. As is now known, half the emer- 


Wet. ` Many of the debts: were run dp apby we 


E Unfortunately, Mr Hashimoto and his j 
advisers in the finance ministry had as- 


where of importance and new harbours for 
dying fishing villages. Even the beds of 
some rivers were concreted, supposedly to 
improve their flow. It was all very good for 
Japanese construction firms, which needed 
the work, but it did little to boost real eco- 
nomic activity. And wherever increased 
public spending did result in generating 
more wealth, many Japanese, worried 
about losing their jobs and their invest- 
ments in the floundering economy, imme- 
diately stuffed any extra cash they had ac- 
quired into their mattresses instead of 
buying goods and services. 

Without realising that the real economy 
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was actually on its knees, Mr Hashimoto 
then unwittingly put the boot in. Along 
with his fiscal measures came proposals for 
streamlining government, reforming edu- 
cation, controlling welfare costs, removing 
archaic business practices and, most radi- 
cal of all, deregulating financial services 
with a “big bang”. Though all these changes 
were desirable, it was too ambitious to em- 
bark on them all at once. To implement any 
one of them properly would have been a 
full-time job for the government. 

Half the reforms directly affected the 
powerful finance ministry. And because no 
one else was technically qualified, it was to 
finance-ministry officials that Mr Hashi- 
moto mostly turned for advice. The unfor- 
tunate result was that, instead of con- 
centrating on getting the economy rolling 
again, many people at the finance ministry 
devoted most of their waking hours to 
thinking up ever more ingenious ways of 
pandering to the prime minister's wishes, 
while at the same time ensuring that they 
could hang on to their own particular piece 
of turf. “They wasted 80% of the time and 
resources this way,” says Haruo Shimada, 
an economics professor at Keio University 
and a member of the prime minister’s ad- 
ministrative reform council. In this way, 
Mr Hashimoto—aided and abetted by an 


army of government officials—stopped the 


Japanese economy in its tracks. 
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“sign of something more fundamentally - 


wrong with Japan? Though social patholo- 
gists are reluctant to point to the source of ` 
the “Japanese disease”, the epidemiologi- 
cal evidence leads to the civil service in gen- 
eral, and the finance ministry in particular. 

Japanese civil servants exist in an intellec- 
tual hot-house that breeds a special mono- 
culture capable of extraordinary feats of 
policy analysis, but strangely lacking in any 
form of hybrid vigour and common sense. 


Men from the ministry 

The finance ministry is particularly impor- 
tant because of the unique way that Japan 
conducts its political business. Like few 
other parliamentary democracies, Japan 
relies excessively on the civil ser- 
vice—especially the finance min- 
istry—to create policy, produce 
legislation and get laws passed. 
Japan's system is not a partner- 
ship between the cabinet setting 
the policy direction, the bureau- 
cracy researching the various op- 
tions and helping with the legal 
language, and the elected politi- 
cians in the Diet (parliament) 
then arguing the toss and voting 
on the bills. | 

The well-spring of all legisla- 
tion in Japan is the bureaucracy— 
the country’s only institution ca- 
pable of weighing competing 
ideas and formulating workable solutions. 
The ruling Liberal Democratic Party (LDP) 
handed the policy-forming job over at 
around the time the party came together in 
the mid-1950s. Since then practically all 
new legislation has started life at some low 
level within a ministry. It then works its 
way up until it is judged polished enough 
to be presented to the Diet. Bureaucrats are 
called in to handle any tricky questions 
that may emerge while the ensuing legisla- 
tion is being debated. The relevant minis- 
ters job is simply to shepherd the bill in 
question through hearings, Meanwhile, the 
cabinet's role is to co-ordinate the legisla- 
tive agenda and to seek a consensus with 
other political parties. 

The result is that a Japanese prime min- 
ister has little real power. The only clout he 
has over recalcitrant politicians is his au- 
thority to dissolve the Diet and call a snap 
election. Ministers are worse off. Posts are 
handed out as long-service medals—pri- 
marily to impress constituents back home. 
With a queue of superannuated members 
waiting for their rewards, ministers tend to 
spend no more than a year in their post be- 
fore being reshuffled so that others can 
havea turn. Few cabinet ministers in Japan 
ever leave their mark on the fiefs they are 


supposed to direct. 


Such an arrangement creates an enor- 
mous vacuum, which is readily filled by 





ambitious bureaucrats. With no one to 
check them, these civil servants find they 
have considerable freedom to do what they 
want—and to make mistakes. Though Japa- 
nese bureaucrats are as highly educated as 
their counterparts anywhere, they have a 
surprisingly long record of making very 
poor decisions. 

In 1984, for instance, when Japan first 
started liberalising its financial markets, 
the finance ministry adopted a string of 
measures that bequeathed a financial sys- 
tem that now urgently needs to be disman- 
tled. The Japanese government has been 
left with little choice but to in- 
troduce its big-bang reforms 
in such a way that will ensure 
that half the country’s banks, 
stockbrokers and insurance 
firms go bust. The earlier de- 
regulations carried out in 
other financial capitals 
around the world caused 
waves, but never such trau- 
matic results. 

With the economy limp- 
ing into recession, there is 
now even less room for blun- 
ders to be made with impu- 
nity. But that creates an even 
greater reluctance by govern- 
ment officials to take risks. 
And this aggravates even fur- 
ther Japan's frustrating inabil- 
ity to get things done. 

So too does the increasing 
technical inadequacy of 
many of the country’s bureau- 
crats. Technological innova- 
tion has left officials trained as generalists 
unable to grasp many of the issues that they 
now have to confront. Bureaucratic short- 
comings occur in all countries, but in Japan 
officials assume wide-ranging powers for 
the kind of detailed policymaking that is 
done by expert groups in countries else- 
where. With no practical market experience 
to help them, and economics graduates few 
and far between, even finance-ministry of- 
ficials admit they are often at sea, for in- 
stance, when trying to understand, let 
alone attempt to regulate, some of the de- 
rivative-based instruments that are nowa- 
days the common tools of modern finance. 

Similar inadequacies occur in other 
ministries. A fiasco involving HIV, the virus 
responsible for AIDS, arose a few years ago 
because the health ministry lacked the bio- 
chemical knowledge to determine appro- 
priate safety standards for a new medical 
process. As a result, tainted blood was given 
to some 4,000 haemophiliacs, more than 
400 of whom have now died. In the health 
ministry, the sins of incompetence were 
compounded by criminal attempts to con- 
ceal evidence of the mistakes. 

Other examples abound. Japan's recent 
enactment of a product-liability law as- 


signs the responsibility of judging the 
safety of products and procedures to the 
companies that develop them, but is de- 
signed to protect not so much the public 
but the government. "It reflects the fact that 
ministries, like the Ministry of Interna- 
tional Trade and Industry and the Ministry 
of Health and Welfare, feel unable to carry 
this responsibility," notes Ryuichiro Matsu- 
bara, an economist at Tokyo University. 
The more technology proliferates, the more 
difficult it will be for bureaucrats, trained 
to argue the niceties of legal consistency, to 
control their industries using such clumsy 





Where will it end? 


tools as administrative guidance. 

Another trend making policy forma- 
tion more difficult than ever for Japanese 
civil servants is that business and society 
have changed abruptly. By 1990, as the bub- 
ble economy reached its peak, the goals set 
by the bureaucracy a generation before—to 
catch up with the West in living standards 
as well as industry and business—had been 
achieved. "The Japan Inc paradigm has col- 
lapsed," says Tetsuzo Yamamoto, an econo- 
mist at Waseda University. 


Lost at sea 


So how can Japan set about charting a new 
course? Its old map had nothing on it about 
the end ofthe cold war, the globalisation of 
markets, the rise of China, or the invention 
of the Internet. Japanese officials know 
they must head off towards some form of 
deregulation: in tables comparing the ex- 
tent to which different countries’ econo- 
mies are subject to regulation, Japan ranks 
35th (below even Russia) with 30% of its 
economy still tied up in tape, compared 
with America's 7%, according to Japan's 
Fair Trade Commission. 

Yet officials hesitate for fear of losing 
still more of their diminishing responsibil- 
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ities. These are important within Japanese 
ministries, not simply for the power and 
influence they bring over swathes of the 
economy, but also for the well-paid jobs 
their connections provide when, in order 
to pad out meagre pensions and make 
room for others moving up, senior civil ser- 
vants "descend from heaven"—as the Japa- 
nese say—into the private sector. 

Japan has reached the limits of bureau- 
cratic control. No longer restricted to a few 
bad apples, corruption within ministries 
able to influence all kinds of business has 
become endemic, even a way of life. The 
calibre of the bureaucracy's 
young elite, drawn as ever 
from the fastest stream of To- 
kyo University's law depart- 
ment, remains academically 
clever—and just as narrow- 
minded as before. 

Two changes seem neces- 
sary if Japan is to solve its pol- 
icy impasse. First, the cabinet 
must snatch back decision- 
making authority from the 
civil service. As the constitu- 
tion prescribes, the cabinet 
should set the agenda and in- 
sist that the relevant minis- 
tries provide policy options 
and not ready-made legisla- 
tion that is honed for admin- 
istrative convenience. That 
would mean that the political 
parties would have to 
strengthen their think-tanks. 
Most have been reluctant to 
do so because of the high cost. 
As elsewhere, the answer lies in co-opting 
lively academics, businessmen, labour 
leaders and financiers. 

The second change required is a big bu- 
reaucratic shake-up. There is too much in- 
breeding. The best way to revitalise scle- 
rotic government departments would 
initially be to throw open their doors to a 
wider group, with a special effort to recruit 
technocrats from companies in the private 
sector. At the same time, the brightest civil 
servants should be encouraged to get their 
fingers dirty by spending time working in 
finance and industry, rather than expecting 
to encounter the real world only in the twi- 
light of their careers. Openness and im- 
provements to civil service pensions 
should help prevent corruption. 

It would be hard for Japan to make such 
changes quickly but, unless it makes some 
attempt to dismantle its government-by- 
bureaucracy, then the "system fatigue" 
found at the centre of the Japan puzzle will 
continue to paralyse policymaking. Sooner 
or later that will mean that the machinery 
of government itself will snap. That would 
be a catastrophe, not only for Japan, but for 
the rest of the world. 
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Views from 2020 


Do Japan's financial troubles doom it to stagnation, or might it rebound as 
Asia's strongest and most vibrant country? Here Tadashi Nakamae, an inde- 
pendent economist, draws up three possible—and plausible—futures that 
could arise from Japan's current difficulties 


FTER bumping in and out of growth 
and recession during the 1990s, the 

past few months have been traumatic for 
Japan. Just as recovery seemed to be begin- 
ning, Asia's financial collapses have cast à 
new and uncomfortably penetrating light 
on the problems of Japan's own financial 
institutions. In truth, however, this new 
light has merely exposed an old reality: that 
Japan has failed during this decade to 








Tadashi Nakamae is president of . 
Nakamae International Economic 
Research, a financial consultancy 
and advisory firm in Tokyo. Before 
founding NIER in 1986 Mr 
Nakamae was chief economist for 
Daiwa Securities 









BY INVITATION 


tackle the roots of its financial, economic 
and even political problems. Will that fail- 
ure now be repeated? And ifso, what would 
it mean for the country's long-term future? 

One way to provide an answer is simply 
to speculate. There is, however, another 
more interesting technique. That is to inter- 
view more than 100 people involved with 
Japan in Asia, Europe and North America 
and then to collate their visions, worries 
and expectations into possible scenarios 
for the course Japan could follow during 
the next 20 years or so. Such "scenario plan- 
ning" is not intended to offer a fixed fore- 
cast; rather, it helps to show how today's 
trends and challenges could shape tomor- 
row's Japan. 

With the help of a specialist scenario- 
planning firm in San Francisco and Lon- 
don, Global Business Network, | and my 
colleagues have developed three main sce- 
narios, which this article will describe, in 
the style of a historian writing in 2020. The 
first scenario reflects many people’s fear 
that Japan will fail to make necessary struc- 
tural changes, thanks to lobbying by anti- 
reform interest groups and a general failure 
to confront reality. The second scenario is 
more optimistic, plotting a course through 
which the interest groups’ power is broken 
and a virtuous circle of reform develops. 

The third, however, throws a geopoliti- 
cal spanner into the works: it explores the 
debate that a withdrawal of America's mili- 
tary presence in Asia would prompt, since 





it would force Japan to ponder its position 
in a region that has come to be more domi- 
nated by a growing China. This third sce- 
nario reaches 2010, conceived as the eve of 
a decisive vote on the sacrosanct Article 9 of 
the post-war constitution, which in effect 
forbids military action by Japan except in 
self-defence. 

And the conclusion? First, that no con- 
clusion can be confident, once all Japan's 
complexities and  challenges—environ- 
mental problems, the ageing population 
and Asian geopolitics as well as the famil- 
iar financial and economic issues—are 
taken into account. But also, second, that 
history suggests a clue for the future: that 
Japan is spurred into action only by a truly 
visible crisis or shock. For that reason, the 
present financial slump could prove a 
blessing, albeit disguised. 


1: The long hollowing 


In this first scenario, Japan's structural 
problems remain unreformed with the 
long-term result that the brightest and the 
best in Japan, both individuals and compa- 
nies, leave the declining country. 

The seeds of the problem were sown in 
1998-2000 when the Bank of Japan inter- 
vened to support the banks rather than ac- 
cept the reality that banks needed to fail 
and that even depositors might have to lose 
money. Some banks merged, some foreign 
firms came in as part of the rescue, but the 
structures remained the same. 

This failure to confront the problem 
and to defeat interest-group pressures 
meant that the critical momentum for 
other reforms in Japan was never estab- 
lished: at stake was far more than just fixing 
a banking problem. But at the time the cen- 
tral bank felt that once again it had suc- 
ceeded where many had doubted Japan's 
resilience. After all, hadn't people been try- 
ing to write off Japan through most of the 
1990s? Wasn't the bank rescuing Japan 
from a 1930s-style depression? The illusion 
that something was being done to improve 
structures was reinforced by a series of 
nominal reforms which in reality left regu- 
lation intact and the bureaucracy still in 
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full command. 


The so-called financial “big bang", pro- 
moted in 1997 by the-then prime minister, 
Ryutaro Hashimoto, turned into the big 
sigh, as passive lending by banks to compa- 
nies over which they had little control re- 
mained the norm. Even the foreign banks 
that came into Japan during the crisis were 
content to operate under this protected sys- 
tem. Indeed, the limited competition that 
was introduced made members of the 
keiretsu industrial groups even more pro- 
tective of each other, strengthening bank- 
company ties. 

This perpetuation of a closed financing 
system which had served well in previous 
years was now a big handicap in world 
markets, especially as it continued to pro- 
tect inefficient industries, Japan retained 
its dual economy of weak, domestically fo- 
cused firms and a competitive export sec- 
tor. The changes triggered off by foreign 
companies coming into Japan did nothing 
to alter the structure of the economy as a 
whole. Only around half of the population 
turned out to vote at elections, content to 
accept politicians’ assurances that change 
was being enacted, or else merely showing 
their apathy. 

These problems were worsened by the 
lingering aftermath of the Asian financial 
crisis which had damaged Japanese invest- 
ments in the region. By the early part of the 
new century the drive by Asian economies 
to rebuild their strength led them to redou- 
ble efforts to entice more firms to locate in 
their economies, a process helped by the 
new post-devaluation competitiveness of 
Asian currencies. Japanese companies 
grew, but outside Japan. 

Perhaps most critically, China was 
struggling to deal with its own challenges 
and beginning to assert its growing mili- 
tary power to divert attention away from its 
economic and resource problems. The 
United States made China the focal point 
of its Asian strategy, whilst continued trade 
friction undermined America’s relations 
with Japan. The economically weak Japan 
had become a spectator of events in Asia. 

Within this limping, sidelined Japan 
the confidence of the young was further un- 
dermined by accumulating environmental 
deterioration. For example, the country 
was running out of waste-dumping capac- 
ity. Dioxin problems were worsening as 
more waste was burned. Illegal dumping of 
waste intensified outside the urban areas 
where controls were lax. The official reac- 
tion? To do nothing, but to excuse the relax- 
ation of standards as they had been higher 
than in other countries. 

If Japan was becoming an increasingly 
unpleasant place in which to live, for the 
young in particular the demographic pres- 
sures were the most depressing. Japan was 
rapidly shifting from becoming the youn- 
gest of the industrial economies to the old- 








est. The older generations were taking ac- 
tion, setting up lobby groups to protect 
themselves. In 2002-03, to pay for pen- 
sions, special income taxes were imposed 
and unemployment benefits were cut. 
Older workers were being protected in jobs 
as far as possible, whilst the young were 
having to be part of a growing “contingent” 
labour force, accepting more part-time and 
temporary work. 

For the first time in its history Japan ex- 
perienced significant labour emigration as 
the young began to depart. The loss pre- 
vented Japan, already one of the least 
“wired” countries, from exploiting new 
technologies. The departure of the young 
was matched by the exodus of competitive 
companies. The new products of the rr 
world were made elsewhere. 

By 2020 those Japanese now outside the 
country tended to conclude: “It has be- 
come a wonderful time to be a global trad- 
ing firm—not a great time to be in Japan." 


2: Crash and rebirth 


The second scenario, by contrast, is more 
optimistic. This explores how Japan could 
make an impressive turn-round, beginning 
with, perhaps, a 1999 "bank-holiday crisis", 
a turn-round which ends up with Japan 
firmly established as a respected world 
leader two decades later. In such circum- 
stances, alongside the United States, Japan 
could use its advanced technology to en- 
sure that China can ease its food and en- 
ergy constraints without resorting to a 
destabilising takeover of the resources of 
Central Asia or the South China Sea. 

The first building-block of this success 
story was the willingness to confront the fi- 
nancial crisis of 1999, establishing the mo- 
mentum for reform by taking Japan out of 
the grip of anti-reform interest groups. The 
new accounting self-assessment system for 
bank assets, introduced in 1997, began to 
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reveal the extent ofthe banks' balance-sheet 
weakness in 1998. By 1999, after a year of 
trying to support the banks, the govern- 
ment finally gave up the attempt, over- 
whelmed by the size of the problem and 
market pressures. The ensuing collapse of 
bank share-prices, linked to an accompany- 
ing fall in other equity prices and an at- 
tempted unloading of cross-shareholdings 
for self-preservation, precipitated a new fi- 
nancial slump. The yen plummeted and 
the minister of finance closed banks' doors 
to stop panicky withdrawals of deposits. 

The rescue package then presented 
froze 25% of deposits of banks and postal- 
savings accounts into 20-year zero-coupon 
government bonds, using the resources to 
write-off all bad loans. All remaining bank 
deposits were guaranteed. Massive cuts in 
bank staffs and the resignation of bank di- 
rectors followed with the banks' promises 
of deposit guarantees. The long-term bene- 
fit of this traumatic solution was to force a 
more open relationship between finance 
and business. 

These actions were followed up in Octo- 
ber 1999 by a radical set of administrative 
reforms, requiring government companies 
to disclose and write off their hidden losses, 
a 30% cut in government and bureaucracy 
costs, extensive tax reform, industrial de- 
regulation and the privatisation of pension 
funds. Such radicalism triggered a predict- 
able counter-reaction by threatened inter- 
est groups but the reforms were endorsed 
in an election that returned a party by then 
called the Reformists, thanks to a massive 
jump in voter turnout, from 50% to 80%. 
Spurred by the shock of the banking crisis, 
Japan’s previously apathetic people had re- 
alised that the momentum for reform had 
to be sustained. 

The election also saw the younger gen- 
erations beginning to take more control. 
Reforms begat reforms, especially as posi- 
tive results came through: after just five 
years, the nationalised banks were being re- 
turned to private ownership. Critical social 
reforms were enacted from 2008 onwards, 
for example encouraging more women to 
work and to marry, to raise fertility. Nor 
were the needs of the ageing population ig- 
nored. Policies to allow people to work 
longer helped to ease the burden on the 
pension funds (themselves now in better 
shape after pension-fund reform). Educa- 
tional reform made students more flexible 
to meet the creative challenges of the 
knowledge economy. Some immigration 
was encouraged and finally the lifetime 
employment and pay-by-seniority systems 
were dismantled. 

Building on these reforms, from 2010 


A full copy of the scenarios can be found on the Internet at 
www.gbn.org and also in English and Japanese on 
www.nier.cojp, or obtained by e-mail on foj&nier.cojp 
from Nakamae International Economic Research. 








The “secret” of leaders who regularly 
speak before audiences. 


uppose for a moment that, every time you 

had to give a speech, you could create and 
deliver a powerful, eloquent presentation. 

The kind of speech with a real impact. That 
communicates ideas, motivates and inspires, 
and generates action. That wins applause and 
rave reviews, earns you recognition, enhances 
your image, and makes both you and your orga- 
nization look good. 

There is a way to achieve that goal. 

What's the "secret" of that handful of elite 
business leaders who are superb speakers? They 
know how to prepare. They have mastered tech- 
niques to streamline the process, dramatically 
reducing the time and effort required to craft a 
brilliantly effective presentation. 

You can do it, too. With the help of 
American Speaker. 


Presidential speechwriter 
makes a key discovery. 

Behind American Speaker is a remarkable 
man: Editor-in-Chief Aram Bakshian, Jr. 

Aram served as a speechwriter for Presidents 
Nixon and Ford. In the Reagan Administration, 
he was responsible for President Reagan's 
speeches, and supervised the entire Presidential 
speechwriting staff. 

During his years in the White House, and 
later, writing speeches for high-level corporate 
managers, Aram Bakshian, Jr., realized that no 
resource existed to help an executive prepare 
an important presentation — without assistance 
and without a big budget. 

Now, fortunately, that's all changed. 


The perfect speech for every occasion. 

Whenever you need to give a speech — 
whatever the venue or topic — a unique new 
tool can be at your side, ready to guide you 
every step of the way. 

American Speaker shows you exactly how 
to structure your presentation. It gives you 
strong openings. Eloquent closings. Advice on 
every type of business presentation — from 
congratulatory remarks to shareholder meet- 
ings. And it helps you improve your presenta- 
tion skills. 

Two extraordinarily useful sections will sup- 
ply the ideal "hook" for your talk every time. In 
the Calendars of Events, you'll find hundreds of 
day-by-day listings of historic anniversaries, 
birthdays, celebrations. Leaf through the 
Quotations (arranged by subject and selected 
for their relevance to business presentations) 
and discover exactly the right one to drive home 
your point. 

In sum, you'll be equipped to deliver 
the perfect speech for everv occasion. 


an the man behind the speeches 
of three U.S. Presidents make you 
a more powerful speaker? 





In the Oval Office, President Reagan congratulates 
Aram Bakshian, Jr. for his outstanding service as 
White House Director of Speechwriting. 


Techniques of the pros. 
American Speaker is packed with proven 
and tested ideas. Just one could more than repay 
its price. For example: 


* The simple formula, employed by the greatest 
speakers, for galvanizing an audience. 

¢ When to use humor. Before you tell a joke, 
be certain that it passes this 4-point test. 

e Content is only 7% of your impact as 
a speaker. What's the other 93%? 

e Addressing an official function? In almost 
every case, these 3 rules of protocol are all 
you need to know. 

e Little time to prepare? No problem! 

* How to use statistics, numbers, charts so they 
intrigue — not bore — your audience. 

e "Er, uh..." How to banish awkward speech 
habits forever! 

e Speaking extemporaneously. What to do if 
you go blank. 

+ How to build an unforgettable climax into 
every presentation. 


e PLUS: Times of day you should never speak 
.. A common opening line to avoid ... How to 
choose the most powerful title ... Handling 
questions successfully ... Dealing with a hos- 
tile audience member ... Conquer nervousness 
— and even make it work for you ... And 
much more! 


No-risk 30-day trial. 

Few experiences in life are as satisfying and 
rewarding as delivering a successful presenta- 
tion. You receive applause and acclaim. Hear 
the gratitude of someone you inspired or 
helped. Gain visibility that can aid your career, 

With American Speaker, you dramatically 
boost the chances that every talk you give will 
result in that kind of exhilarating triumph! 

The price of American Speaker is just $297. 
Compare that with the cost of a top speech- 
writer: $5,000 and up for one speech! 











You must be convinced that American 
Speaker is worth many times its price. You'll 
also receive, as a free bonus, "100 Best Quotes 
for 1998." You are fully protected by our 
unconditional money-back guarantee: 

Keep American Speaker for 30 days. Put it 
to work. If you are dissatisfied in any way, for 
any reason, return it for a prompt and full 
refund — no questions asked. Even if you do, 
“100 Best Quotes” remains yours to keep. 

Never again hesitate about a speaking invita- 
tion or assignment — even when it comes on 
short notice. You'll have the assurance of 
knowing that American Speaker is there to help. 

You'll always have a dramatic opening... 
a memorable closing...relevant facts and quota- 
tions and humorous points...and expert advice 
to help you shape and sharpen your presentation. 

It's almost like having a top speechwriter on 
staff — but at a very reasonable "salary." 
Please respond today. 

Call Toll-Free 1-800-915-0022 

(In Washington, DC: 202-337-5980) 


Or FAX 202-337-1512 
Or mail the coupon below 
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| Quotes for1998" and one year (6 issues) of | 
| updates. If I’m not convinced it makes me i 
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book in good condition within 30 days. 
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on there was a more conscious effort to im- 
prove the environment, giving incentives 
: for pollution-control technologies, for new 
-agricultural technologies, for recycling and 
for more R&D into the problems of global 
. warming and ozone depletion. The emer- 
. gent environmentalist culture in Japan 
gave a boost to "green" technologies, led by 
car firms, who were now able to follow up 
their early successes in introducing the 
world's first green cars in the 1990s. Re- 
search cut sulphur and nitrogen emissions 
- "drastically. Breakthroughs cut dioxins, 
:. thereby helping to combat the fall in the 
. fertility rate. Many of these new technol- 
. ogies also generated profitable new busi- 
mess in China's booming market. 
| It was indeed China which provided 
the arena in which Japan's advances paid 
- Off The demand for grain in China, which 
- meeded to feed a further 12m people every 
year, and its massive rise in energy con- 
: sumption, had encouraged the Chinese 
£overnment to cast its eyes westwards, to 
the resources of Central Asia. Tensions rose 
as America and Russia took steps to block 
China's moves to take over these resources. 
Japan, bound to peaceful action only by Ar- 
ticle 9 of the constitution, was desperate to 
prevent conflict in Asia which would dam- 
age trade and would destabilise the region 
profoundly. 
| After three years of tension, in 2018 the 
_ Japanese prime minister proposed a tripar- 
` tite solution whereby the United States and 
Japan used their advanced technologies to 
assist China in improving crop yields and 
increasing energy efficiency. This event sig- 
. nalled Japan's ability to meet its many chal- 
 lenges. Without the advarices pioneered by 
its new, technological ly astute young work- 
force, conscious of the need to protect the 
: environment, a peaceful solution to the 
UE geopolitical tensions of Asia might not 


have b been found. The China solution was 


measures taken to aka Atrüctural 
weaknesses at the turn of the millennium. 
3: Hercules departs 

The third scenario is not, in truth, an alter- 
native to the first two. But it describes and 
elaborates upon the biggest single external 
shock that could shape Japan during the 
next two decades. This could occur regard- 
less of which of the first two scenarios 
comes about; and if it does, it will greatly 
complicate Japan's situation. 

This shock is the withdrawal of Ameri- 
can troops from Asia, which would pose 
big security dilemmas for Japan. The result, 
in this scenario, is that in July 2010 Japan is 
engaged in an intense debate over whether 
to amend Article 9 of the constitution, 
which in effect forbids military action ex- 
cept in self-defence. Japan faced the need, 
for the first time for 65 years, to look after i its 
own security. 

America’s troop withdrawal was dive 
by a number of circumstances. Within the 
United States itself, as the economy slowed 
in 2001-02, the Republican president 
looked for ways to husband fiscal resources 
so as to allow a recovery by the 2004 elec- 
tion. At the same time, more Americans 
were expressing their discomfort with their 
country's role as world policeman. A war 
hero, the president was able to use his repu- 
tation to take advantage of an opportunity 
emerging in Asia. 

In Asia the American military presence 
looked more and more anachronistic as 
some key issues edged towards some sort of 
solution. First, as the North Korean regime 
crumbled in 2002-03 and the two Koreas 
finally united, the United States agreed to 
reduce its presence in return for an agree- 
ment by China to stay out of the Koreas. In 
January 2003 the president announced his 
new policy, redeploying troops from for- 
ward positions to Hawaii by 2010, leaving 
some based in Guam. The Security Treaty 
with Japan was preserved, the idea being 
that new military strategies and power-pro- 
jection capabilities would allow for this 
troop pullback. Worries about China's size 
and weight remained, but were at least as- 
suaged by its still-peaceful proprietorship 
of Hong Kong. At first there was little obvi- 
ous reaction in Asia. 

But in 2005 China began to test the wa- 
ters with some subtle but noticeable 
discrimination against Japanese compa- 
nies in China, to gauge the strength of a Ja- 
pan with reduced American support. In 
2007 China went further, by suggesting 
quietly that companies operating in Tai- 
wan might be less than welcome in China. 


America looked the other way, in stark con- 
trast to the explicit warnings given almost a 


decade earlier during the Taiwan crisis of 


1996. Taiwan realised that accommoda- - 


By 2008 8 Japan Was in an increasingly 

difficult position as reality began tosink in. 
Five separate factions emerged in the de- 
bate over Japan's foreign and security pol- 
icy. Of the five, only the Pacifists held out 
against a revision of Article 9. 

The Nationalists called for Japan to 
shake off the whole panoply of its Ameri- 
can-based constitution and economic sys- 
tem and to reassert Japan's rightful place in 
the world—at home to re-establish Japa- 
nese values and abroad to resist Chinese. 
imperialism. The Pacifists, in contrast, be- 
lieved that peace still could be attained 
through diplomatic means. But while vo- 
cal, the Pacifists tended to be disunited and 
many Japanese saw this approach as being 
too risky. 

The third faction, the pro-America Con- 
servatives, called for a rebuilding of a 
strong relationship with the United States 
in order to facilitate unrestrained co-opera- 
tion between American and Japanese 
forces. The fourth, Pan-Asian faction, pre- 
ferred Japan to try to engage China not to 
isolate it, and to work towards a Pan-Asian 
multilateral security framework, involving 
Japanese forces. 

Finally, the ASEEAN faction (advocating 
an Association of South-East and Eastern 
Asian Nations) also favoured a more Asian 
solution but one where nations of ASEAN 
and the United Koreas should build a secu- 
rity arrangement to counter the power of 
China. America was not to be trusted and 
Japan would need to rebuild its forces. 

Whilst the vote looked as if it would 
swing in favour of Article 9 revision, what- 
ever the result, the future of foreign policy is 
uncertain. With American support depart- 
ing, the very identity of Japan was at stake. 

Of course, this may never happen. But 
what if it did? 














Israel's prime minister an- 
grily cancelled a dinner for 
Robin Cook after Britain's 
foreign secretary, on an EU 
peace-seeking trip to the re- 
gion, shook hands with a lo- 
cal Palestinian MP at Har 
Homa, a new Israeli settle- 
ment being built on the out- 
skirts of East Jerusalem. 


Abderrahmane Youssoufi, the 
leader of Morocco's centre- 
left opposition, succeeded in 
forming a government even 
though he won only a minor- 
ity of seats in the recent par- 
liamentary election. This 
democratic operation was 
carefully stage-managed by 
King Hassan. 


Kuwait's government re- 
signed to pre-empt an Islam- 
istinspired no-confidence 
vote against the information 
minister, a member of the rul- 
ing family, who had allowed 
*un-Islamic" books to be 
displayed at a book fair. 


Zambia’s President Frederick 
Chiluba lifted the state of 
emergency imposed after a 
failed coup by junior officers 
in October. 


Tuberculosis is killing 2m- 
3m people a year, according 
to the World Health Orga- 
nisation, at a conference in 
London on the disease. More 
refugees, more international 
travel, increasing resistance to 
drugs and Hiv are all contrib- 
uting to a record number of 
cases. 
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More of the same 


Kathleen Willey, a former 
White House aide, appeared 
on “60 Minutes” to give de- 
tails of an alleged unwanted 
sexual encounter with Presi- 
dent Clinton. 


The army’s former top en- 
listed soldier, Sergeant-Major 
Gene McKinney, was acquit- 
ted of all charges of sexual 
misconduct against him, but 
convicted on one count of ob- 
structing justice. 


1973 75 80 85 
Source: National Cancer Institute 





For the first time since the 
1930s, the number of new 
cancer cases in the United 
States is declining. Cancer 
rates dropped for both sexes 
and all races, with the excep- 
tion of black men. 


Amid many hints of a shift in 
United States' policy toward 
Cuba, a group of dissidents 
there announced they would 
try to re-form the opposition 
Concilio Cubano crushed by 
the regime two years ago. 


Latin American trade minis- 
ters and, separately, business- 
men met in Costa Rica to dis- 
cuss moves toward a free- 
trade area of the Americas. 


Aiming for peace in Chiapas, 
Mexico's government sent to 
Congress a bill clatmed to en- 
sure indigenous rights. 


Fires raged out of control on 
the northern edge of Brazil's 
Amazon forest, unusually 
dry after a prolonged 
drought. Blame El Nino, said 
weathermen. 


Bolivian trade unions car- 
ried out their second three- 
day general strike of the year, 
and threatened an indefinite 
one from April ist if their de- 
mands were not met. 


Degrees of control 


India's new coalition govern- 
ment, led by the Hindu-na- 
tionalist BJP, hoped to survive 
a vote of confidence with a 

| majority of one. But the Con- 
gress party, under its new 
leader, Sonia Gandhi, was 
waiting in the wings. 


Zhu Rongji, China's chief 
economic policymaker, was 
made prime minister. 


South Korea's new president, 
Kim Dae Jung, freed 2,304 
prisoners as part of an am- 
nesty, among them a number 
of political prisoners. 


The Japanese government 
picked Masaru Hayami, the 
former head of a private com- 
pany, to be governor of the 
Bank of Japan. In the past 
the job has gone to a bureau- 
crat. The previous governor 
resigned after a senior official 
was accused of corruption. 





A court in Cambodia sen- 
tenced Prince Norodom 
Ranariddh—in absentia—to 
30 years in jail, with a fine of 
$50m, for allegedly plotting 
with the Khmers Rouges. Un- 
der a Japanese plan, the 
prince, a former joint prime 
minister, is supposed to be 
granted an amnesty and to 
take part in a general election 
in EP 7 o UD CIC comune 
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POLITICS THIS WEEK 


Europe's budget 


The European Union un- 
veiled detailed plans to re- 
distribute its budget to cater 
for new members from the 
east. Existing EU farmers and 
poor regions will get less. 


The drachma entered Eu- 
rope's exchange-rate mecha- 
nism as a prelude—the Greek 
government hopes—to join- 
ing the euro in a second in- 
take, perhaps in 2001. 


The Ev will not link talks 
with Cyprus on joining the 
Union to progress in unifying 
the island's Greek and Turk- 
ish parts, as France had 
wanted. 


Ruling Socialists and Com- 
munists in France did fairly 
well in regional elections, 
while the far-right National 
Front, with 15% of the vote, 
ended up holding the bal- 
ance of power in many areas. 


Russia's president, Boris Yelt- 
sin, who is ill, cancelled a 
summit meeting of leaders of 
the Commonwealth of Inde- 
pendent States, the rump of 
the old Soviet Union minus 
the Baltic countries. 


Germany's Social Democrats 
forced Johannes Rau to an- 
nounce his retirement as pre- 
mier of North-Rhine West- 
phalia to make way for the 
state's relatively youthful eco- 
nomics minister, Wolfgang 
Clement. 


An American-style working- 
families tax credit, partly fi- 
nanced by a cut in the mar- 
ried couples’ tax allowance, 
was the centrepiece of Brit- 
ain’s budget. 


The Vatican apologised for 
the failure of Catholics to re- 
sist the Nazi Holocaust but 
angered some Jewish groups 
by absolving the war-time 
pope of the charge of not 
speaking out. 
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Slash and merge 
America's top ten banks 
by assets 





December 31st 1997 $bn 
Chase Manhattan — — 3655 
Citicorp —  — 3109 
NationsBank —— 2646 
J.P. Morgan 2622 
BankAmerka 260.2 
First Union — — 1573 
Washington Mutual 
/H.F.Ahmanson ^ 1495 
Bankers Trust - . 1401 
Banc One — — 1159 
First Chicago NBD 114.1 
Sources: Keefe, Bruyette & Woods; The Economist 


In the biggest deal yet in 
America’s consolidating thrift 
industry, Washington Mu- 
tual is buying H.F. 
Ahmanson for $10 billion to 
create a west coast force 
whose 17% share of the Cali- 
fornian market will be sec- 
ond only to BankAmerica’s 
21%. Washington Mutual's as- 
sets will have soared from 
around $20 billion three 
years ago to $150 billion. 


Chase Manhattan will cut 
4,500 jobs, or 6% of its work- 
force, in a long-awaited 
restructuring designed to 
curb costs, which are growing 
faster than revenues. Ameri- 
ca's largest bank says it will 
invest the $460m annual sav- 
ings in other areas. 


ABN Amro is taking over 
Bank of Asia, a Thai bank, the 
first such acquisition by a 
western institution. Oddly, 
the price will not be known 
for another two years. A com- 
plicated formula will be used 
to work it out. 


A federal judge in Atlanta is- 
sued a temporary restraining 
order against a North Caro- 
lina company, International 
Heritage, and three of its exec- 
utives for allegedly running 
what may be the biggest pyr- 
amid scheme the Securities 
and Exchange Commission 
has seen. The scheme raised 
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KM BUSINESS THIS WEEK 


in just under three years. 


Sneaker supremo Nike, 
which recently changed its 
advertising slogan from “Just 
do it" to “I can", announced a 
sharp drop in third-quarter 
profits, to $73m, compared 
with $237m in its previous 
third quarter. The firm will 
shed 1,600 of its 22,000 
workers. 


Dow Jones agreed to sell its 
troubled financial-informa- 
tion business, Dow Jones 
Markets, to Bridge Informa- 
tion Systems for $510m. Dow 
paid $1.6 billion in 1990 for 
what was then Telerate. 





The Beardstown Ladies, 
those elderly amateur inves- 
tors who claimed to do better 
than the professionals, have 
got it wrong. Their rate of re- 
turn in 1983-93 was 9.1% a 
year, not the 23.4% claimed 
on the front of their top-sell- 
ing guide. (The Dow Jones 
managed a 12.1% annual rise.) 
Somebody couldn’t add up, 
apparently. 


Regrouping 


A British industrial conglom- 
erate, BTR, sold Australian 
Building Products and For- 
mica Laminates to CVC Capi- 
tal Partners, a venture-capital 
group based in London, for 
£650m ($1.1 billion). BTR has 
been divesting in order to re- 
turn to its core engineering 
interests while giving £2 bil- 
lion back to shareholders. 


| Germany's Hoechst and 
$150m from 150,000 investors | America’s Mobil reached pre- 


liminary agreement on undis- 
closed terms to form a 50-50 
plastics-packaging venture in 
which the two would merge 
their oriented polypropylene 
flexible-films operations to 
form a business with $1 bil- 
lion a year in revenues. 


Bayer, a German chemical 
and drug group, cancelled 
plans to build a $1.5 billion 
plant in Taiwan because of 
delays in receiving approval 
from local politicians. It will 
now take its money to Texas 
instead. 


Two of America’s largest drug 
wholesalers, Cardinal 
Health and Bergen Brunswig, 
plan to go to court over the 
Federal Trade Commission's 
objection to their $2.6 billion 
merger. 


Tackling rapidly increasing 
competition in Germany, 
Deutsche Telekom is to 
launch an Internet telephony 
service costing far less than 
conventional services. Its T- 
Online Internet access service 
will also cost less, dropping 
nearly 40% to DM3 ($1.64) an 
hour. Deutsche's performance 
in the two months since lib- 
eralisation had been "sat- 
isfactory", it said. A less chal- 
lenged France Télécom 
declared net profits for 1997 
of FFr14.9 billion ($2.4 bil- 
lion)—the highest ever re- 
ported by a French company. 


IBM hired Lou Gerstner for a 
further ten years: after his 
five-year contract ends in 
2002, he is on a ten-year con- 
sulting contract that, unusu- 
ally, will pay him by the day. 
Mr Gerstner's "highly effec- 
tive leadership" earned him a 
26% increase to $6m in pay 
and bonus in 1997. 


British-based Ispat bought 
Inland Steel, America's sixth- 
largest steel maker, for $1.4 
billion, a deal that will make 
Ispat the world's eighth-big- 
gest steel maker. 





Great Universal Stores, a 
British mail-order house, 
made an agreed $740m bid 
for Metromail, à direct-mar- 
keting and database com- 
pany, furthering its ambition 
to build an American in- 
formation-services business. 
American Business Informa- 
tion is contesting the bid, 
with an unsolicited offer of 
$780m. Gus is still pursuing 
Argos, a British rival, in a hos- 
tile £1.6 billion bid. 


Russian shares were hit by the 
impact of plunging oil prices 
on Russia's oil companies. 

With oil prices down by a 

third this year, Venezuela (a | 
member of the oil-producers' 
cartel pumping more than its 
quota) said non-OPEC as well 

as OPEC producers should 

agree to withdraw upto 2m | 
barrels a day from the world 
market to boost prices. 


Flagging | 
Japan Airlines is pulling out 
of hotels and resorts, writing 
off Y154.6 billion ($1.2 billion) 
and declaring a net loss of 

Y97 billion for the year to 
end-March. The airline, 

whose chairman and presi- 
dent will resign, is returning 

to its core business. 





A Melbourne wine merchant 
has discovered fake bottles of 
a premium Australian wine, 
1990 Penfolds Grange, a 
vintage whose price has 
soared to around A$500 
($332) a bottle since America's 
Wine Spectator named it 
wine of the year in 1995. One 
clue on the fraudulent label: 


“pour” was spelt “poor”. 
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ASIA 


India's patchwork government 


DELHI 


The BJP may have a majority of one—if it is lucky 


Te SAY the Bharatiya Janata Party (BJP) 
has come to power would be an exag- 
geration; hobbled to power would be more 
accurate. It won 179 of the 539 seats con- 
tested in the February general election (four 
more constituencies will go to the polls by 
June). Even after getting the support of 20 
small parties and independents, the BJP 
has only 264 votes in Parliament, 
still short of a majority. However, 
the Telegu Desam Party (TDP), part 
of the United Front, has said it will 
abstain in a vote of confidence, in 
which case the Byp-led combine 
will have a majority of one. On this 
slim expectation, Atal Behari Vaj- 
payee was sworn in as prime min- 
ister on March 19th, and will face a 
vote of confidence by March 28th. 
Even if he wins, his majority may 
disappear when the four remain- 
ing seats are filled. 

Mr Vajpayee is as worried 
about foes within his combine as 
without. The parties he relies on 
have different ideologies, and have 
come together only for conve- 
nience. One such party, the 
AIADMK of Tamil Nadu, with 18 
seats, suddenly withdrew its sup- 
port for the BjP last week, claiming 
that Mr Vajpayee was not paying 
enough attention to its regional de- 
mands. The real reason was that 
the party wanted the finance post, 
and the BJP could not possibly give 
this up. A dejected Mr Vajpayee 
confessed he could not put to- 
gether a majority. But within two 
days the AIADMK returned to the 
BJP fold, smouldering with resentment but 
unwilling to pull the rug away right now. 
Pessimists say this shows the new govern- 
ment will constantly be blackmailed by its 
partners. Optimists say it shows you can 
stand up to blackmail and survive. How of- 
ten remains an open question. 

The combine has cobbled together a 
"national agenda" from the manifestos of 
its members. This avoids detail and reads 
largely like a charter for motherhood. It ex- 
cludes anti-Muslim parts of the BJP mani- 


festo—legislating to build a Hindu temple 
on the ruins of a mosque demolished by 
BJP supporters in 1992, replacing Muslim 
personal law by a civil code, and abolish- 
ing the special status of Kashmir, India's 
only Muslim-majority state. 

Although the BjP has a militant Hindu 
core, it has added several liberal layers in its 





Vajpayee and a slim hope 


search for wider support. Mr Vajpayee rep- 
resents its liberal face. Its liberal mask, say 
critics: Hindu militants are using him to 
make the BJP look respectable, but once the 
party gets an absolute majority it will cast 
him aside and bare its fangs. Optimists, 
however, argue that the BjP's search for 
power will force it to accommodate the 
views of so many new groups that the party 
will change character. The national agenda 
promises a riot-free India, implying that 
the ByP will avoid fomenting Hindu-Mus- 


lim riots (which it has done in the past). 

Mr Vajpayee has called for a new politi- 
cal era of "reconciliation and accord" in 
which national consensus replaces the old 
adversarial politics. Grand words, no 
doubt. But this sounds more like a desper- 
ate plea for survival than a search for high 
moral ground. 

On one major issue Mr Vajpayee has 
not waited for a consensus. The national 
agenda declares the government will "in- 
duct” nuclear weapons. If India goes 
openly nuclear, so will Pakistan. Both coun- 
tries have nuclear capability but have re- 
frained so far from assembling and deploy- 
ing nuclear weapons. Foreign diplomats 
still hope that the BjP can be persuaded to 
settle for something short of deployment. 
Still, it is notable that the smaller 
parties in the combine are willing 
to go along with BJP assertiveness 
on this score. That marks a shift in 
the centre of political gravity. 

The national agenda says eco- 
nomic liberalisation and globalis- 
ation will continue, but be “cali- 
brated” to ensure that Indian 
industry is strengthened in the pro- 
cess. This is deliberately vague. 
Many hardliners in the Byp want to 
restrict foreign investment in con- 
sumer goods, and increase protec- 
tion for Indian businessmen (espe- 
cially now that they face a flood of 
cheap imports from crisis-hit coun- 
tries in East Asia). 

The Congress party is watching 
the ByP’s travails with grim amuse- 
ment, and hopes to cash in on 
them. Sonia Gandhi (see box on 
next page), who became party pres- 
ident last week, was on March 16th 
also elected to the chair of the Con- 
gress parliamentary party, even 
though she is not a member of ei- 
ther house of Parliament. This is a 
clear signal that she herself seeks to 
head the next Congress-led 
government. 

A Congress government will 
need the support of the 95-member United 
Front to survive. This has been made more 
feasible by Mrs Gandhi's ousting of Sitaram 
Kesri as Congress chief. Mr Kesri had top- 
pled two successive prime ministers be- 
longing to the Janata Dal, a member of the 
United Front. Naturally, the Janata Dal 
wanted revenge on Mr Kesri. Now that Mrs 
Gandhi has obliged, its resistance to Con- 
gress has diminished greatly. 

The election virtually halved the 
strength ofthe United Front and it has been 
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Sonia Gandhi, India’s by acquisition 


DELHI 


NDIANS are suspicious of foreigners, 

and still fight the ghost of the East In- 
dia Company. Despite this, Italian-born 
Sonia Gandhi is regarded as not merely 
acceptable but a valuable morale-lifter by 
the quarter of the Indian electorate that 
supports the Congress party. The BJP 
failed in its attempt during the election 
campaign to create a scare about Sonia 
ushering in a Roman Raj. 

The reason is that H:ndu tradition, 
which usually leads to female oppression, 
has worked to Sonia's advantage. Girls are 
regarded as financial liabilities that can 
ruin a poor family (leading in some parts 
of Punjab and Tamil Nadu to female in- 
fanticide). Parents have to spend money 
on a girl's upbringing and pay a hefty 
dowry when she is married. But her work 
then benefits the family she marries into. 

Too often cost-benefit analysis tri- 


depleted further by the decision of the TDP, 
one of its constituents from the state of An- 
dhra Pradesh, to abstain on a vote of confi- 
dence. This abstention is crucial for keep- 
ing the BJP in power, so the United Front 
has threatened to expel the TDP. That may 





Indonesia 


umphs over parental love, and so parents 
spend less on the education and health 
care of girls than boys. Male literacy in In- 
dia is 65%, female literacy 38%. In most 
countries females outnumber males, but 
in India the ratio of females to males has 
fallen steadily from 97.2% at the start of 
the century to 92.7%, despite laws to pro- 
mote women's, and girls', rights. 

Hindu family tradition refers to girls 
as paraya dhan, or "somebody else's 
wealth”. "Somebody else's property" 
would be a more accurate description. A 
bride who turns out to have a heart ail- 
ment may be abandoned by an indignant 
husband claiming shoddy goods have 
been palmed off on him. In becoming the 
property of the family they marry into, 
women also take on its caste label. It mat- 
ters not what a woman's original caste or 
even nationality is: once she changes 


simply drive the party into the waiting 
arms of the BJP. A lesson of the general elec- 
tion is that, in India’s fractured polity, big 
parties cannot afford to throw their weight 
around but small parties can. That does not 
augur well for stability. 


Suharto hunkers down 


JAKARTA 


South-East Asia’s giant continues its descent into chaos 


I: YOU find yourself in a hole, it usually 
pays to stop digging. Witness, if you 
question this adage, President Suharto of 
Indonesia in his confrontation with the 
outside world over his country's collapsed 
economy. Every time he has appeared to be 
coming to terms with the disaster, he has 
turned out to be merelv resting on his 
shovel before burrowing deeper. By March 
18th, when his government began talks 
with Hubert Neiss, the IrMF's director for the 
Asia-Pacific region, Indonesia looked al- 
most beyond a lifeline. 

Mr Suharto's latest hostile gesture has 
been the appointment of a new cabinet. 
The 1MF, which has arranged $43 billion in 
funds to help Indonesia, was hoping for 
some friendly faces. For much of Mr Suhar- 
to's 32 years in power he has delegated day- 
to-day economic management to a team of 
"technocrats", many trained in America 
and able to talk the iMr's language. The 
new cabinet excludes them. Some, perhaps, 
are being punished for siding with the IMF. 


Or maybe Mr Suharto, who has long bal- 
anced competing factions, feels the IMF's 
views will be heard without them. 

Instead, the new cabinet is notable for 
two sorts of people: economic nationalists 
suspicious of the technocrats' liberalising 
bent, and intimates of Mr Suharto. 
Some are both. The new vice-presi- 
dent, Bucharuddin Jusuf Habibie, is 
a lifelong protégé who champions 
the "technologist" (not techocratic) 
view—that Indonesia should build 
high-tech industries behind protec- 
tive tariff walls. The new trade minis- 
ter, Mohamad "Bob" Hasan, has 
known Mr Suharto for over 40 years. 
They fish, play golf and go into busi- 
ness together. Both are very rich. The 
new "social affairs" minister is Mr 
Suharto's eldest daughter, who is 
also Indonesia’s most prominent 
businesswoman. 

Clearly, if you want to show the 
world that you are serious about 





Adulation for another's property 


hands, Hindu tradition endows her with 
her husband's caste and status. 

For this reason Sonia is not viewed by 
Indians as a foreigner. They see her as a 
Gandhi, not an Italian. Thus, ironically, 
the very tradition that leads to female in- 
fanticide could one day enable her to be- 
come prime minister. 


rooting out nepotism and cronyism, this is 
not the way to go about it. If, on the other 
hand, you want to cock a snook at med- 
dling foreigners, and are bracing yourself 
for continued confrontation with them— 
and perhaps your own people too—you 
might feel safer with your family and 
friends around you. 

There has been some acknowledgment 
of the public suspicions of such a govern- 
ment. Ministers are to donate their salaries 
to a charitable fund; and they will have to 
list their assets (but not make them public, 
since, as the information minister has ex- 
plained, it is against their religion to flaunt 
personal wealth). But it is hard to avoid the 
impression that the Suhartos are circling 
their wagons. 

The initial object of the talks with Mr 
Neiss was to complete the 1MF review that 
was necessary before the Fund could make 
the disbursement it postponed from 





Suharto and Habibie check their assets 
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March 15th. In practice, however, the whole 
future of the MF programme is at stake. Of 
a long list of reforms promised in January, 
few have been implemented. Mr Neiss has 
promised flexibility. And such are the wor- 
ries about hardship among Indonesia’s 
200m people that the Fund will probably 
have to tolerate continued subsidies on ba- 
sic foodstuffs. 

It will, however, have to make the gov- 
ernment face up to the calamitous state of 
the banking system. Figures published this 
week show that in January, Indonesia's 
monetary base vastly expanded—to 160% of 
its level a year ago. In the same month the 
central bank acquired almost $10 billion of 
“other liabilities”, presumably by helping 
the banks. Such profligate use of the print- 
ing press fuels the risk of hyperinflation, al- 
ready great because the rupiah is only 
worth a quarter of its value eight months 
ago. 
The optimistic assessment is that Mr 
Suharto is bluffing—trying to kid the world 
that he is prepared to do without the imF if 
the reforms it imposes are too harsh. The 
pessimistic view is that he is serious, failing 
to realise how few cards he holds, because 
nobody has dared tell him. 





China 
Power games 


BEUING 


HE Chinese appear to be making an ef- 

fort to prevent the rise of another figure 
as dominant as Deng Xiaoping and Mao 
Zedong were in their day. So Li Peng, who 
has served the maximum of two five-year 
terms as prime minister, was out, and no 
messing. Well, not out in the cold entirely. 
Mr Li now slides over to head the National 
People's Congress, China's parliament, as 
chairman of its standing committee. 

However, in another sign of the times, 
the congress, meeting this month in Beijing 
for its annual two-week session, showed 
some misgivings about Mr Li. He is disliked 
as a hardliner, and shares the blame among 
dissidents for the suppression of the de- 
mocracy movement in 1989. In the closest 
they could come to a demonstration 
against Mr Li, the 3,000 or so delegates ap- 
proved on March 16th his appointment as 
leader with 88% of the vote, by Chinese 
standards insultingly low. 

Mr Li still ranks second in the Commu- 
nist Party hierarchy, and shows every sign 
of wanting to maintain his power within 
the government. Unlike the congress, the 
standing committee and eight special com- 
mittees meet throughout the year and are 
served by a staff of 2,000. Cai Dingjian, a 
researcher for the standing committee, says 
the congress has failed to exercise many of 


BENJING 


HEN asked in 1992 to approve the 

gargantuan Three Gorges Dam on 
the Yangzi River, two thirds of the dele- 
gates to China’s National People’s Con- 
gress gave their blessing. Such a vote 
might be an overwhelming victory else- 
where, but in China it represented one of 
the slimmest margins of approval for 
any project ever put before parliament. 
Indeed, the vote was cited as “proof” of 
the NPC's growing assertiveness. 

Some say the NPC needs to be more 
assertive still, and could start by re-eval- 
uating the Three Gorges project. Dai 
Oing, an environmentalist and China's 
most tenacious opponent of the dam, 
claims legislators were hoodwinked in 
1992. In a letter to the NPC, she accuses 
the dam’s backers of lying about the true 
scale of its problems, dangers and cost. 
The Nrc, she believes, must find the facts 
itself, and act to “prevent a disaster”. 

Others say that a disaster is already 
unfolding as the government starts to 
move the 1.2m people whose homes will 
eventually be flooded. A report issued on 
March 12th by two American groups, In- 
ternational Rivers Network and Human 
Rights in China, claims the resettlement 
programme is floundering. 

Though officials claim to have 
moved about 100,000 people already, 
the report says the true number is only 
half that. It claims resettlement officials 
are largely incompetent and corrupt, 











its constitutional powers, having instead 
passed them to the committees. 

The previous boss of the congress, Qiao 
Shi, took tentative steps to strengthen it, 
and Mr Li may do more. Cut off from his 
old levers of power, Mr Li will have to de- 
pend on the ones within his reach. “Where 
you stand depends on where you sit, and 
his role is going to push him to continue to 
support an active People’s Congress,” Mur- 
ray Scot Tanner of Western Michigan Uni- 
versity predicts. 

The new prime minister is, as pre- 
dicted, Zhu Rongji, previously a deputy 
prime minister and the guiding hand in 
China's recent economic policy. His ap- 
pointment was approved by 99% of the del- 
egates. Mr Zhu is already applying his 
tough-as-nails management style to the task 
of overhauling China's shaky banks and 
state-owned enterprises. Unemployment 
seems certain to rise, but there are no safe 
bets on what else will ensue. 

An institution set to gain new teeth is 
the vice-presidency, which used to be a do- 
nothing job reserved for respected figures 
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and have failed to provide land, homes | 
or jobs for the people who have been up- | 
rooted. The reservoir behind the dam is 
due to start filling up in 2003. “If the cen- 
tral government insists on filling up the 
reservoir, it will have to rely on the mili- | 
tary ora man-made flood to force people 
out of their homes,” the report quotes a 
local official as saying. 

Although it has not acknowledged re- 
ceiving her letter, the NPC may, indi- | 
rectly, have done something to satisfy | 
Miss Dai by naming Zhu Rongji as prime 
minister. He replaces Li Peng, who has | 
been the driving force behind the pro- 
ject. Mr Zhu is well known for scaling | 
back schemes he considers grandiose or | 
wasteful and, as Miss Dai hopefully | 
notes, he has never been heard to say a | 
kind word about the Three Gorges Dam. | 


past their prime. The outgoing vice-presi- 
dent, 82-year-old Rong Yiren, is from an in- 
fluential old-money family, but he never 
held much power within the Communist 
Party. The congress gave the job to Hu Jin- 
tao, only 55, so a mere youngster. 

Mr Hu gained points in 1989 by accept- 
ing the disagreeable post of party boss for 
Tibet, and then acting firmly to put down 
the unrest that erupted early in his four- 
year stint. He ranks fifth in the hierarchy, 
and is often mooted as a candidate for the 
top job in the next generation of leaders. 

Though less in the spotlight during the 
past two weeks than he was at last autumn's 
Communist Party Congress, Jiang Zemin, 
the party leader, is no less in control. He 
was reappointed to his government posts 
of president and chairman of the Central 
Military Commission. In short, he trumps 
both Mr Li and Mr Zhu. Another Deng? 
China may not want one. Yet, as Mr Zhu 
looks around at his cabinet colleagues, he 
may reflect that most of them are under the 
patronage of Mr Jiang. 
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Bending the Taliban’s rules 


| INCE its 1995 women’s conference in 
Beijing, the United Nations has been 
ultra-sensitive about “gender equality”. 
Its own record, in senior staff, is pretty 
awful, but it is adamant that its opera- 
tions should be angled to benefit women 
directly. No country is in more need of 


| anti-poverty help than Afghanistan. 


What, then, happens when the UN’s prin- 
ciples clash with the Taliban’s? 

Compromise, of course, by both 
sides. The World Food Programme, the 
largest provider of UN assistance to Af- 
ghanistan, carefully delivers supplies to 
women’s groups. Even the Taliban, in the 
areas they control, would not lightly dis- 
pense with this aid. The trouble is over 
the wrP's female Afghan staff. According 
to the Taliban's view of Islam, women 
(except health workers) are not allowed 
to work outside their homes. 

The wtr's office in Herat has four fe- 
male staff, three of them Afghan. The 
head of the office is Daniela Owen, Ital- 
ian-Welsh and a good fighter. She insists 


on her three employees being allowed to 
monitor the women-only operations. 
But she has been obliged to accept, since 
December, that they are banned from the 
UN's own office. In a place that is virtu- 
ally without telephones, and where 
travel for women is hazardous, this stric- 
ture makes life extraordinarily difficult. — | 
Miss Owen's hope is that the Taliban 
will quietly bend their rules. She draws 
comfort from education. The Taliban 
have banned all girls’ education until 
such time as they have sorted out segre- 
gated schools and an Islamic curricu- 
lum. But middle-class girls are being edu- 
cated in small groups in people's houses, 
and the Taliban look the other way. 
Similarly, small training pro- 
grammes, organised by the WFP, go on in 
private homes. There is not much work 
for men or women in today's Afghani- 
stan. But 20 years of relentless war have 
left many Afghan women widowed and 
displaced with small children and, if 
they cannot work, their life is desperate. 








The Koreas 
Prisoners of the 
divide 


SEOUL 
"T WISHED | had been hanged,” says 
Shin In Young about his ordeal of 
spending three decades in jail for "espio- 
nage" and refusing to renounce support for 
communist North Korea. Now dying of 
cancer, he was released on medical parole 
on March 13th when South Korea's new 
president, Kim Dae Jung, 
granted a pardon to more than 
5m people convicted of crimes, 
mostly minor traffic offences. 
It is traditional for South 
Korea’s new presidents to 
hand out pardons. Mr Kim, 
who was jailed for his own dis- 
sident views, was expected to 
be particularly generous. Yet 
human-rights groups are con- 
cerned. Only 22 out of 41 peo- 
ple Amnesty International 
considers prisoners of con- 
science were either released or 
had their sentences reduced. 
More than a dozen of them are 
held, as Mr Shin was, in soli- 
tary confinement and allowed 
few visitors. Some have been in 
prison for up to 40 years. 
Many are considered spies 
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Remembering the ones who were not freed 


who have broken South Korea’s strict Na- 
tional Security Law. This forbids southern- 
ers from expressing support for the North. 
For instance, “praising” North Korea, join- 
ing organisations which look favourably 
on the North, or which have unauthorised 
contact with North Koreans, are all illegal. 
In the past, the new president had himself 
advocated easing this law. 

Nevertheless, Mr Kim believes the law 
cannot be scrapped until North Korea 
abandons its draconian laws and ceases to 
be a military threat. Hopes of that happen- 
ing grew slightly on March 18th when se- 
nior North Korean negotiators attending 





peace talks in Geneva hinted that the North 
was ready to hold direct talks with the 
South about formally ending the state of 
war that technically still exists between the 
two countries. 

The North’s government is much nas- 
tier and more brutal than the South’s. Three 
years ago, North Korean officials admitted 
having about 1,000 prisoners who had 
committed “crimes against the revolu- 
tion”, such as slandering the country’s for- 
mer dictator, Kim Il Sung, or his son Kim 
Jong Il, the new leader. North Korean defec- 
tors, however, claim there are hundreds of 
thousands of prisoners of conscience held 
in terrible conditions in labour camps. 

Though the numbers may be smaller in 
South Korea, prison conditions there are 
still cruel. “I used to eat salt and drink a lot 
of water to fill an empty stomach, but I was 
still hungry," says Mr Shin. Prison diets 
have improved, but tiny cells remain un- 
heated in the winter and roasting in the 
summer. Political prisoners cannot expect 
a pardon until they are over 70, unless they 
sign a statement renouncing their support 
of communism. 

When this “conversion” rule was rein- 
forced in 1973, prisoners say they were tor- 
tured to make them sign. Nowadays, appar- 
ently, pressure is put on the prisoners’ 
families to persuade them to convert. Offi- 
cials insist conversions are voluntary. 

Nevertheless, even if prisoners do sign 
and win their release, they are put under 
surveillance and have to report regularly to 
police. Most are too old or unqualified to 
find a job. Many live in nursing homes on a 
tiny government allowance and charitable 
donations. Former political prisoners from 
the South often find their own families do 
not want to have anything to do with them 
for fear of social discrimination. Kim Sun 
Myong, a 74-year-old political prisoner 
who was released two years ago, says his 
family even forbid him to visit his own 
mother’s grave. 

Mr Shin, at least, has some 
family support. He was born in 
the South, but joined the North 
Korean army during the war. 
While living in the North, he 
married and had two children, 
but was sent to the South ona 
spying mission in 1967 and 
was caught. Though Mr Shin 
misses his family in the North, 
he is happy to be close to his 91- 
year-old mother. But is he stilla 
communist and a North Ko- 
rean sympathiser? A South Ko- 
rean human-rights activist at 
his bedside forbids him to an- 
swer that question. Freedom of 
speech evidently has a long 
way to go both north and south 
of the border. 
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MA EUROPEAN STUDIES 


The Graduate School of European Studies offers exciting 
opportunities for studying Europe in all its richness and 
diversity from the Atlantic to the Urals. The unique strength 
of European Studies at Birmingham is that it draws upon 
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Tobacco country fights back 


LEBANON, KENTUCKY 


As Congress’s eyes turn to tobacco, those who grow the stuff are wondering 


what will hit them 


N STEAMY greenhouses across the 

south-east, tobacco farmers have begun 
the laborious process of planting the crop. 
The tiny seeds are placed in polystyrene 
trays which are then set afloat in indoor 
pools until they are ready to be trans- 
planted to the fields. By the time these 
plants are harvested, life for America’s to- 
bacco farmers may be dramatically 
different. 

Legislators are beginning to wrestle 
with how they ought to treat America’s 
124,000 tobacco farmers if there is a com- 
prehensive settlement between the tobacco 
industry and its critics. Two issues are para- 
mount. Should America’s tobacco farmers 
be compensated for diminished demand 
caused by steep new cigarette taxes? And 
should the government stay in the business 
of organising and administering the to- 
bacco growers’ lucrative cartel? 

In Kentucky, home of half the country’s 
tobacco growers, farmers are already look- 
ing at the future warily. A few good years 
notwithstanding, tobacco demand has 
been drifting downward for nearly two de- 
cades. Between 1981 and 1997, tobacco out- 
put declined by roughly 20% (cigarette con- 
sumption was down 24%). The 
Department of Agriculture reckons produc- 
tion will go on falling, by roughly a third 
over the next decade. And that is before any 
new tax rises. It is estimated that a $1.50 tax 
on a packet of cigarettes—one likely out- 
come of any settlement—would drive 


down the demand for American tobacco 
by another 10-20%. 

That decline in demand would be com- 
pounded if cigarette companies attempted 
to offset steep price increases by using more 
cheap foreign tobacco. The industry has 
long maintained that blends of American 
tobacco offer a superior taste; yet generic 
cigarettes, made with a higher content of 
foreign tobacco, have captured almost a 
third of the market. “When you get some- 
thing cheap enough, the quality seems to 
get better,” says Joe Spalding, a fourth-gen- 
eration tobacco farmer in Lebanon, Ken- 
tucky, who can still remember buying his 
first car as a teenager with $1,000 earned in 
his own tobacco patch. 

American tobacco farmers have much 
to lose. No other crop in the south-east is 
nearly as profitable. According to the 1992 
census of agriculture, tobacco generates 
40% of the net returns on Kentucky farms, 
though it takes up only 1% of the farmland. 

Paul Hornback, a third-generation to- 
bacco farmer in Shelbyville, Kentucky, reck- 
ons that he nets about $1,200-1,500 per acre 
of tobacco, compared with a paltry $75 per 
acre on his corn and soyabeans. Rod 
Kuegel, president of the Burley Tobacco 
Growers Co-operative Association, rattles 
off a list of alternative crops that he has 
tried and quit: broccoli, cabbage, sweet 
corn, straw, alfalfa. Tomatoes were perhaps 
the biggest debacle. Just as his crop ap- 
proached harvest, a glut of Florida toma- 






toes drove prices so low that it would have 
cast him more to package and ship his pro- 
duce than it would have earned at market. 
He ploughed the whole crop under. 

Tobacco's big returns owe much to a lu- 
crative system of quotas and price sup- 
ports. Virtually every other major crop was 
put to the test of market forces as a result of 
the 1996 Freedom to Farm Act. Not tobacco. 
A price-maintenance system dating back to 
the 1930s remains firmly in place. Each 
year, the government projects the demand 
for American tobacco and then sets a level 
for total domestic output. That output is in 
turn divided up among roughly 325,000 
"quotas", which a person must either own 
or rent in order to grow a quantity of to- 
bacco. When total American output goes 
up, each individual quota gets proportion- 
ately larger. When output goes down, the 
process works in reverse. Quotas can be 
transferred, though not freely. In Kentucky, 
forexample, a tobacco quota is not allowed 
to be leased or sold across county lines. 

In addition, the government sets and 
defends price supports. If the market price 
falls below the support level, tobacco is pur- 
chased and stored by tobacco co-operatives 
using money lent by the government. 
When market conditions improve, the to- 
bacco is sold and the loans are repaid with 
interest. The costs of the quota and price- 
Support systems are borne entirely by 
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Tobacco settlement funds 


Intended use, fiscal 1999-2003, % of total 
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Education 11.2 — 


| 
Medical research 41.9 ——— — -. 


Medicaid 
expansion 1.4 Total: 


$65.4bn 
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smokers, in higher tobacco prices. Remark- 
ably, they amount to only a small fraction 
of what gets picked from smokers' pockets. 


Meanwhile, in Washington 


Those pockets, of course, will be richly 
picked again if the tobacco settlement 
comes to pass. Under this agreement, 
reached between the tobacco industry and 
40 state attorney-generals in 1997, the com- 
panies would pay $368.5 billion over 25 
years and would voluntarily restrict their 
advertising and promotion; in exchange, 
they would get immunity from most liabil- 
ity suits. Mr Clinton, in his mind, has al- 
ready spent $65.4 billion of the settlement 
money on a broad range of social pro- 
grammes (see chart on previous page). And 
although the settlement's prospects of pass- 
ing seem dim, both parties—even the Re- 
publicans, grateful recipients of much to- 
bacco money—agree that some legislation 
against tobacco would go down well with 
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voters. So are tobacco farmers in for 
rougher waters? Not if Kentucky's Senator 
Wendell Ford has his way. Mr Ford, a four- 
term senator and former governor, has in- 
troduced a bill in the Senate that would 
shelter farmers from the impact of any set- 
tlement by compensating them $4 a year 
for every pound of quota lost because of di- 
minished demand. Meanwhile, the quota 
and price-support system would be pre- 
served. The bill, to be paid for by tobacco- 
settlement revenues, would cost $28.5 bil- 
lion, including $8.3 billion in grants to 
states for economic development in to- 
bacco counties. 

Several other plans have been put on 
the table. The farthest removed from Sena- 
tor Ford's is that of Richard Lugar, a senator 
from Indiana and the chairman of the Sen- 
ate Agriculture Committee, who would like 
to finish America's deregulation of agricul- 
ture. Mr Lugar points out that tobacco is vir- 
tually the only major crop in which the gov- 





Goodbye, hello! 


MIAMI 


S THAT great baseball-manager-cum- 
philosopher Yogi Berra would have 
put it, Miami City Hall is déjà-vu all over 
again. With a little help from Florida's ju- 
diciary, Joe Carollo, ousted as the city's 
mayor in a curious election last Novem- 
ber, returned to office on March 11th, dis- 
placing his brief successor, Xavier Suarez. 
The state's Third District Court of Ap- 
peal decided that the November elec- 
tion’s mail-in votes, which gave Mr 
Suarez victory, were so tainted by fraud 
(including the votes of scores of people 
living outside the city, and at least one 
dead man) that none of them should 
count. Let the matter be decided by the 
people who voted in person, the court 
said. So re-enter Mr Carollo. 

Most Miamians hope that Mr 
Carollo's return will bring a restoration 
of calm after the turbulence of Mr 
Suarez's brief reign, whose antics got him 
the nickname of “Mayor Loco". It is not a 
sure bet. Back in the 1980s, Mr Carollo 
served on the city council, where he 
seemed to specialise in detecting alleged 
| communist conspiracies, usually di- 
| rected by Fidel Castro, in City Hall. 
"Crazy Joe" was the phrase then. Having 
spent eight years out of politics, however, 
Mr Carollo returned in 1995 as a seem- 
ingly subdued businessman. He spent 
his first 15 months as mayor trying to 
haul the city out of a huge financial defi- 
cit, winning praise from people who a 
decade before had ridiculed him. 

Mr Carollo was born in Havana but 
as a child was sent by his parents to the 





Why, it's Joe Carollo again 


United States after Castro seized power 
in 1959. He wound up in Chicago, where 
he spent his youth in the same parish as 
Mayor Richard (“Boss”) Daley. Like many 
Cuban-Americans, he moved to Miami 
to go to university and make a living. It 
was Miami that lured him into politics. 

Whether he can hold on to the may- 
or's job remains to be seen. Mr Suarez is 
not going quietly. He plans to appeal 
against the ruling that ejected him from 
City Hall. He is also trying to organise a 
referendum that would change the city's 
charter to require a new election in No- 
vember. If that succeeds, Miami may 
want to install a revolving door on its 
mayor's office. 





ernment is still actively involved. He also 
wonders why the government makes it lu- 
crative to grow tobacco while simulta- 
neously discouraging tobacco use. (To- 
bacco farmers, alert to such paradoxes, 
counter that deregulating production 
would lower the price of tobacco at a time 
when the government's avowed goal is to 
raise the price of cigarettes.) 

Mr Lugar argues that America’s tobacco 
policy has made American tobacco growers 
less and less competitive. Roughly 40% of 
tobacco used in the United States is im- 
ported, up from 10% three decades ago. The 
Lugar plan, with a price tag of around $15 
billion, would allow farmers to continue 
growing tobacco, albeit without the govern- 
ment's helping hand. It would buy out to- 
bacco growers' quotas at $8 a pound and 
phase out federal price supports over three 
years. It would also provide $300m in assis- 
tance for tobacco-growing areas. 

A more competitive market would al- 
most certainly lead to larger farms, concen- 
trated in fewer hands, growing more to- 
bacco at a lower price. "We'll lose half our 
farms in five years," says Mr Kuegel. Most 
Kentucky tobacco farms have fewer than 
three planted acres. Such plots would not 
be efficient enough to compete with big 
growers, nor would they be able to do much 
else profitably. “You can't afford to grow 
five or six acres of corn,” he says. 

In some areas, an assault on tobacco 
would sting. Kentucky has 17 of the 20 most 
tobacco-dependent counties in the coun- 
try. “[Tobacco] has educated a lot of kids, 
bought a lot of Christmas presents, and 
paid offa lot of mortgages,” notes Billy Ray 
Smith, Kentucky’s commissioner of agricul- 
ture. “If we lose tobacco production in our 
rural counties, they'll dry up.” The best al- 
ternative crop, it may be, is marijuana. 

But it is too early to sound the death 
knell for Kentucky. Over half the state's 
farmers report some source of non-farm in- 
come. Many farmers, too, would be content 
to take a government buy-out and then re- 
tire. The average Kentucky tobacco farmer 
is in his late 50s. “Hell, it’s time for them to 
retire anyway," says Mr Hornback, who 
owns 40,000 pounds of quota and rents 
another 140,000. 

The issue, at bottom, is how to divide a 
very large pie. American smokers spend 
$50 billion a year on cigarettes, plenty to 
pay for the tobacco companies' settlement. 
"There's $368 billion lying out in the street, 
and somebody's gonna get it,” says Mr 
Hornback. When the pie-cutting starts, the 
Kentucky tobacco farmers have strong al- 
lies: several powerful southern senators, in- 
cluding the indomitable Jesse Helms, and a 
president who has said that any tobacco 
legislation must protect farmers and their 
communities. If history is any guide, the to- 
bacco farmers will do just fine. 
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The president's woes 


You can't call this 
one a bimbo 


WASHINGTON, DC 


N CBS NEWS'S “60 Minutes" last Sun- 

day she was composed and articu- 

late: “credible” was the word that sprang to 
many lips. Kathleen Willey, a White House 
employee for most of 1994, was convincing 
enough in heraccount ofunsolicited sexual 
groping just outside the Oval Office to sug- 
gest that the tide of opinion may at last be 
turning against President Clin- 

ton in the saga of his al- 
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leged sexual misconduct 
and the attempts to hide it. Patri- 

cia Ireland, president of the National Orga- 
nisation for Women, said bluntly: "This is 
not just sexual harassment. If it's true, it's 
sexual assault." Patricia Schroeder, a Demo- 
cratic luminary and former congress- 
woman, commented: “It makes my skin 
crawl." 

Indeed so. According to Mrs Willey, 
once a volunteer worker for the Democrats, 
she had called on the president in Novem- 
ber 1993 to ask for help: her husband was in 
deep financial trouble and she needed a 
job. The president was sympathetic but 
seemed "distracted": he then embraced 
her, kissed her on the mouth, touched her 
breast and placed her hand on his aroused 
penis. “I just could not believe the reckless- 
ness of this act,” said Mrs Willey. “Ofhis do- 
ing that ... right outside the Oval Office.” 

Mrs Willey cannot be dismissed as part 
of what Hillary Clinton has termed “a vast 
right-wing conspiracy”: she had to be com- 
pelled to testify in January by the lawyers of 
Paula Jones (who is suing the president for 
sexual harassment). Her deposition was 
quickly leaked, and then officially revealed 
last week when Mrs Jones’s lawyers filed 
700 pages of documents with the court in 
Little Rock. So why go on television to re- 
peat—even elaborate on—her testimony 
and to accuse Bob Bennett, the president's 
lawyer, of seeking to intimidate her into si- 
lence? “I think that too many lies are being 
told,” she told her interviewer. “And I think 





it’s time for the truth to come out.” 

But Mr Clinton’s spin-doctors are not 
easily confounded. First they produced Mr 
Bennett, to say that Mrs Willey has been 
seeking a book contract and that the presi- 
dent, who may have “given her a kiss on the 
forehead”, was “absolutely bewildered” by 
her charges. Then came the president him- 
self, declaring while on a visit to a Mary- 
land high school that he was “mystified 
and disappointed by this turn of events.” 
And then there was the release of private 
letters sent to the president by Mrs Willey 
between May 1993 and November 1996. In 
one, sent in October 1994, she asks “to be 
considered for an ambassadorship or a po- 
sition in an embassy overseas”; in another, 
sent in November 1994, she describes her- 
self as Mr Clinton's “No. 1 fan"; in a third, 
dated November 1996, she congratulates 
him on his election victory and recalls 

the elation of the 1992 triumph, 

“a sentiment that remains with 
so many of us still.” 

Does all this nullify the impact 


ree of Mrs Willey’s “60 Minutes” ap- 


pearance, watched by almost a third 
of that night's viewers? Not necessar- 
ily. Perhaps Mrs Willey regarded the 
presidential misconduct as an aberra- 
tion to be subsequently ignored; per- 
haps, many feminists are now arguing, 
she pragmatically decided for the sake 
of future employment that she had no 
choice but to ignore it. 

But the impact is cushioned. As the 
Paula Jones case looms closer and the 
Whitewater inquiry rumbles on, the great 
Clintonian fear is that the opinion polls 
will turn sour. But, although more people 
believe Mrs Willey’s account than the presi- 
dents, at midweek three polls, from 
CNN/USA Today, ABC and ces, put the 
president’s approval rating at between 63% 
and 67%. So can the spin-doctors relax? Not 
quite: 63% of the ABC poll believe the presi- 
dent should resign if he is shown to have 
lied under oath, and 53% think that, if he 
does not resign, he should be impeached. 





Cuba policy 


The squeeze 
Is on 


€€"T^HE toothpaste is out of the tube, 

and Fidel Castro squeezed the 
tube." Thus Bernard Law, Boston's influen- 
tial Catholic cardinal, on the opening he 
sees in Cuba. Cardinal Law, addressing a 
gathering at Harvard University last week- 
end, issued a surprisingly powerful call for 
Bill Clinton to re-examine America's em- 
bargo on Cuba. Among other things, he 
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Law calls for courage 


called for a bipartisan commission of 
heavyweights—perhaps led by ex-Presi- 
dents Jimmy Carter and George Bush—to 
draw up a sweeping overhaul of policy. He 
put it bluntly: “Change is occurring in 
Cuba ... Do we have the political will and 
moral courage to change?" 

For the past four decades, the answer to 
that question has been an emphatic "No". 
The only changes to the policy of economic 
strangulation have been to tighten the 
noose, as with the Helms-Burton law. But 
curious things have been happening in 
Washington and Miami which suggest that 
change may be coming. And for that the 
cardinal's boss deserves credit. Pope John 
Paul's historic visit to Cuba in January has 
prompted an outpouring of sympathy (not 
only from Catholics: Jewish and other lob- 
bies report a wave of concern too) for the 
plight of ordinary folk hurt by the embargo. 

As important, the visit has provided po- 
litical cover for many interest groups who 
had never liked the embargo but had previ- 
ously kept silent. They are now finding the 
courage to speak out. Earlier this month, 
several dozen American businessmen from 
big firms such as Mobil and Caterpillar met 
some top Cuban officials and called for an 
easing of the embargo. General John 
Sheehan, formerly one of NATO's top offi- 
cers, and Kurt Schmoke, Baltimore's mayor, 
turned up in Havana this week to do the 
same. The general's message carries particu- 
lar weight: America's military base at Guan- 
tanamo Bay was once under his command, 
and so he knows at first-hand the steely 
glares of the Cuban soldiers who guard the 
minefields of the cold war's last front. 

Such voices have not gone unnoticed in 
Congress. The most radical response has 
come from Senator Christopher Dodd and 
Congressman Esteban Torres. Their joint 
proposal, which would scrap all restric- 
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tions on the sale of food and medicine, uM 
already won dozens of co-sponsors, and 
should come to a vote this spring. The sur- 
est sign of its potential is the energy that 
conservatives are devoting to thwarting it. 
Senator Jesse Helms and the Cuban Ameri- 
can National Foundation (CANF), for years 
one of America's most effective lobbies, 
have come up with a rival plan to provide 
government aid to charities, keeping the 
trade ban in place. Mr Helms decided to 
support this on the advice of a staffer who 
returned from a scouting trip to Cuba with 
two surprisingly liberal ideas: first, that 
building a strong civil society is the key to 
promoting democracy, and second, that al- 
leviating the poverty of ordinary Cubans 
will encourage them to press for change. 

Ironically, this measure has already 
prompted upheaval among exiles that may 
ultimately break the hardliners' grip. The 
three Cuban-American members of Con- 
gress have been so incensed by it—for sug- 
gesting even the slightest change to the em- 
bargo—that they have publicly denounced 
it. This is the most serious rift yet between 
the three Congressmen and CANF, who in 
the past have marched together. It comes as 
generational change, and the recent loss of 
their leader, are shaking up exile politics. 

The opponents of change also have to 
face a growing chorus of non-Cuban 
Latinos, now being courted by Mr Torres. 
The Willie Velasquez Institute, for example, 
which usually focuses on Mexican-Ameri- 
can causes, took note of polls suggesting 
three-quarters ofall Latinos support an eas- 
ing of the embargo; it has jus: taken its first 
stand on Cuba by supporting the Torres 
bill. And Latino pressure almost convinced 
Mr Clinton to think really big. Insiders say 
that Henry Cisneros, his former housing 
secretary and a big wheel in Latino circles, 
lobbied hard for him to include in his state- 
of-the-union message in January a call for 
democracy in Cuba (echoing Ronald Rea- 
gan’s memorable Berlin Wall speech) 
linked to flexibility on the embargo. But Mr 
Clinton thought the idea too risky. 

Still, things are happening. Madeleine 
Albright, the secretary of state, visited the 
Miami exiles in February, and the pope in 
early March, to talk about Cuba. “We are 
watching,” she said cryptically. 

Is the end of the embargo near? Not all 
that near, probably, because Al Gore, the 
Vice-President, does not want to alienate 
any Cubans in Florida, a key state, before 
his likely presidential bid in 2000. One ad- 
ministration official says some small steps 
may be taken—say, the restoration of direct 
flights for humanitarian aid—which can- 
not be portrayed as going soft on Mr Castro. 
So will the cardinal's call for moral courage 
be defeated by political pragmatism? Or 
will a visionary Bill Clinton yet call out: 
“Fidel Castro: tear down that wall"? 
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Mississippi tries to lay its ghosts 


JACKSON 


The opening of the Sovereignty Commission files has obliged an uneasy : 


to confront its past 


CASUAL stroll through downtown 
Jackson in Mississippi sometimes sug- 
gests that the South has made little pro- 
gress. The old business district, shaded by 
trees, is studded with defiant memorials to 
Confederate soldiers who died in the Civil 
War. The Confederate flag still flies as part 
of the official state flag, and a monument 
among the magnolia trees in Confederate 
Park declares that "their deeds of valour 
live forever". But Mississippi, home of some 
egregious civil-rights abuses in the 1950s, 
1960s and 1970s, is now making reluctant 
efforts to right the wrongs of the past. In an 
attempt to lay to rest its old ghosts, 30-year- 
old atrocities are being exhumed. 
On March 17th, the Mississippi Depart- 
ment of Archives and History opened to 
the public some 124,000 documents from 





The Klan wes here. : 


the files of its now defunct Sovereignty 
Commission. From 1956 to 1977, acting as a 
model to similar commissions in other 
southern states, the Sovereignty Commis- 
sion spied on and plotted against anyone 
thought to be interested in desegregation. 
There are files on some 85,000 people. 

The documents offer an unsettling ac- 
count of a state obsessed with race. Infor- 
mants, some of them blacks paid as double 
agents, recorded such minute details about 
their subjects as the shade of their skin col- 
our and the texture of their hair. The com- 
mission plotted to keep segregation alive 
through intimidation, and linked itself 
closely with the violence of the day. In one 
document, an informant discusses how 
one of the first blacks to enroll at Southern 
Mississippi University could “be hit by a 
train”; the student was instead framed in 
1959 on alcohol charges. In another in- 
stance, the commission collected informa- 
tion on three civil-rights workers, James 


Chaney, Andrew Goodman and Mi 
Schwerner, soon before their deatl 
1964 at the hands of the Ku Klux Klar 
commission passed on their car lic 
plate number to white supremacists. 

Almost as disturbing are the docur 
that describe how the commission pei 
ated its power over ordinary citizens. 
ous letters to employers suggest that cc 
black employees should be fired, 
commonly for attending rallies on 
rights. 

Among the people waiting to vie 
documents on Tuesday were the w 
son and daughter of a former civil- 
campaigner, Vernon Dahmer. Mr Da 
was killed in 1966 by a firebomb. A 
called Billy Roy Pitts confessed to the 
der and named the then Imperial W 
ofthe Ku Klux Klan, Sam 
ers, as its mastermind; b 
ries were hung in two tri 
Mr Bowers. 

In January this yea 
Mississippi governor or 
an all-out manhunt fc 
Pitts after officials disco 
that he had never served 
of his life sentence. Th 
thorities say that prose 
may have let him go fi 
1971 after serving four 
on a federal charge. He st 
dered in February after 
ing an angst-ridden ap 
to the family througl 
pages of the local newspaper. 

The years have left Vernon Dahm 
nior, who strikingly resembles his f 
with a full head of grey hair. He stooc 
to his mother and sister on Tuesday a! 
plained that they hoped the 170-pagt 
ereignty file they had come to collect v 
help to bring his father's killers to ji 
Bettie, his younger sister, who was i 
house the night the firebomb expl 
said, “I think Daddy is looking down: 
and he is proud." The Forrest Count 
trict attorney's office now has two prc 
tors working full-time on an attempt 
try the case. It is not always popular 
“Some people want to see it happen 
some people say it was so long ago, 
rest,” the district attorney says. 

There has indeed been much d 
over whether the release of the file 
help to heal old wounds or will re 
them. State officials had planned to 
the documents sealed until 2027 
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federal judge ordered them opened in 
_ 1989. Disputes over privacy, some of which 
-continue and keep some files closed, de- 
layed the opening another nine years. 

zi Local civil-rights leaders, many of them 
-victims of the spying, say the files should be 
~ opened. The South has come a long way in 


< 30 years, they explain; it is time to do away - 
with secrets. Although it will take weeks for - 
-all the damning information in the records 


to come to light, those who were once vic- 
. tims say they do not expect any major con- 
-troversy. “The anger is gone,” said David 
Jordon, a black state senator who found his 
own name in the records. 
- Wendell Paris, the Mississippi field di- 
‘rector of the National Association for the 
Advancement of Coloured People (NAACP), 














black mayor, a black majority in the city 
council and a black police chief. Blacks 
have long since made their power felt in the 


State legislature, holding a quarter of the. 


“seats there. Jackson, says Mr Paris, has gone 
-further in building equality than many 
ther places in America. 








-mouthed white supremacist who at last 


“seems about to serve out a life sentence for 


murdering Medgar Evers, then the 
3963. Although two trials in 1964 resulted 
-in hung juries, a leak of Sovereignty Com- 
mission records led to a new trial and the 
conviction of Mr Beckwith in 1994. The 
-State supreme court ruled last December 


that he had to complete the sentence, de- 


Spite the 31-year delay. | 
... Four years ago, when Mr Beckwith was 


on trial for the third time, you could still. 


read the words “White Women" under the 
varnish on a lavatory door at the court in 





«son. Some history-minded painter de- 


ided to leave the words faintly visible, as a 
iinder. Today, under a fresh coat of var- 
the words are gone. 





nish 


> 





Sport in America 


Here we go? 


MIAMLAND NEW YORK 


'"ORMALLY you measure the success of 
a sport by the number of fans inside 
the stadium. But in the case of the soccer 
game between Miami Fusion and pc 
United it was the 3,000 people unable to 
get into the 20,500-seat stadium who argu- 
ably mattered most. On the same weekend 
as the Miami Grand Prix, the Florida Derby 
and several other big local sporting events, 
the first soccer match of the 1998 season 
sold out. 
Betting that the world's most popular 
Van will conquer America has been an 
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a changed state. Today, Jackson has a — 


"Consider Byron De La Beckwith, a foul- 






Freewheeling 


NEW YORK 


AMERICANS enjoy few 
things more than riding 
along in an automobile. 
And nothing better 





fact that the country’s favourite pastime 
is getting cheaper. Thanks to plunging 
world oil prices, which hit a nine-year 
low this week, the price ofa gallon of pet- 
rol has dropped below $1 in many states. 
In real terms, gas-guzzling has probably 
: never been cheaper (see chart). 

. At the same time, fierce competition | 


LEENA ENANAR AAAA 


|! ing since April 1997, and in January 
.edged down to 0.6% lower than a year 
‘earlier. During the same period, the aver- 
age costofa second-hand car plunged by 
an even sharper 4%. To complete what 
looks like being the best year for motor- 
_ ists in memory, motor-insurance premi- 
| ums are falling, too. According to Sean 
| Mooney, an economist at the Insurance 


Ser ae | Information Institute, the average pre- 
Misissippi field secretary of the NAACP, in. | 


| mium could drop by 2% this year, the 
| first time it has fallen since 1973. 

| - This seems unlikely to stop politi- 
, cians in this year's elections calling for 


easy Way: to b lote money ever since Pele don- 
ned a Cosmos shirt in the 1970s. The ambi- 


; tiously titled Major League Soccer (mis), : 


which has 12 teams, is the third try at it. So 
far it has lost money for two seasons. The 
list of reasons why it could continue to do 
so is long: soccer is a low-scoring game; 
there isonly oneconvenient advertisement 
break; the pay is low; and America is not 
very good at it. 

The Fusion-pc United game was a case 


in point. The action was fast, furious buta - 


little chaotic. Most of the skill was supplied - 


by a few foreign players, such as Miami's - 


Carlos Valderrama, a Colombian most. 


famous for his haircut. Keen to keep all the — 


teams roughly equal, the Mis works on a 
semi-socialist system where players are al- 
lotted to teams and there is a salary cap of 
$1.6m a team—not much more than the av- 
erage baseball players salary. Many of 
America's best players, such as Kasey Keller, 
whose goalkeeping heroics earned the na- 
tional side a 1-0 victory over Brazil in a 
friendly earlier this year, play overseas: Mr 
Keller for Britain's Leicester City. 

All the same, this season could mark a 
turning-point. This hunch is one part com- 
merce, two parts whimsy. On the commer- 
cial front, MLs has signed a new contract 
with ABC, which will show 12 games this 


symbolises how good 
life is just now than the - 


| body walking to work in Los Angeles. 
Dawesa dealers has hit car prices. The — 
average price of a new car has been fall- 


including Honda and MasterCard, lured. 
holders). Meanwhile, Rupert Murdoch has 


Although this might be seen as compe- _ 
tition, MLS insists it is only whetting Ameri- — 


- have finally become part of everyday Amet- 
“ican life. Soccer moms are not just part of 
political folklore; they also pop up in deter- 


and millions more in unregistered teams 





even sharper cuts ir 
encouraged by thi 
on last year's governc 
sey. Already, oppositior ca 
called for lower premiums 
Texas and New York. 
Cheaper ‘motoring wi 
America's emissions of gree à 
gases, ofcourse. In a more rational world, 
politicians would seize the chance of | 
lower driving costs to increase petrol | 
taxes to help the environment. Alas, there _ 
is even less chance of that than of some- 








































































year (last year it xod Eds the final). Mis i 
has also attracted a hefty array of sponsors, 


partly by the league's appeal to Latinos — 
(who account for a quarter of season-ticket 


begun to push Fox Sports World, a cable - 
channel that shows foreign soccer games. 


cans’ appetite for the game. 
On the whimsical front, soccer seems to 


gent commercials. David Ginola, of Brit- 
ain's Spurs, advertises shampoo. There are 
almost 3m youngsters in registered teams, 


ofall ages. In parks and beaches, soccer is as 
popular as softball, volleyball and Frisbee. 
So maybe soccer can eventually nestle 
in scmewhere below the National Hockey ^. 
League. But the game still needs a hero. The 
national team has reached its third World- 
Cup finals in a row—but has ended up, 
gulp, in the same group as Germany. On the 
other hand, if the United States can beat 
Brazil, and 3,000 people can fail to get into 
a soccer game, isn’t anything possible? 
RR | 
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abundance; from abundance to 
selfishness; from selfishness to 
complacency; from complacency 








Mark Sanford, surfboarding revolutionary 


HE congressman leans back in his chair and, like a school- 
boy reciting some painful piece of rote-learned homework, 
speeds into the quotation: “A democracy cannot exist as a per- 
manent form of government. It can only exist until the voters 
discover that they can vote themselves largesse from the public 
treasury. From that moment on, the majority always vote for the 
candidates promising the most benefits from the public trea- 
sury, with the result that a democracy always collapses over loose 
fiscal policy, always followed by a dictatorship.” 

A pause, perhaps for effect (this is, after all, not the normal 
relentless praise of the American political system), perhaps for 
digestion, but more probably for breath: “The average of the 
world’s greatest civilisations has — i 
been 200 years. These nations MEESJE 
have progressed through this se- — B 
quence: from bondage to spiritual 
faith; from spiritual faith to great 
courage; from great courage to 


to apathy; from apathy to depen- 
dency; from dependency back 
again into bondage.” 

Does Marshall (“Mark”) San- 
ford, the Republican represen- 
tative of the comfortable first dis- 
trict of South Carolina, really i; 
believe this mournful analysis of SS 
the political process from Sir Alex- Ze 
ander Fraser Tytler, an 18th-cen- 
tury Scottish historian too obscure 
to warrant an entry even in the 
Encyclopaedia Britannica? And, 
if so, what does he think this 
means for the Unitec States? Have 
Americans, for all their church-go- 
ing rectitude and tax-deductible c E EPI ae 
donations to charity, already become selfish and complacent? Is 
the nation that recently implemented a "welfare to work" law, 
snatching the federal safety-net from under the idle and the un- 
fortunate, really heading for apathy, dependency and bondage? 

Maybe not immediately, but the congressman makes no 
apologies. He reasons that “no system is forever”. His purpose in 
politics is therefore to “extend the product-life so Lean look my 
boys in the eye.” In particular, his purpose is to rescue the Social 
Security system from its slow descent into bankruptcy so that 
eventually both Mr Sanford, a trim 38-year-old, and then his 
children can retire *with more than just memories". 

These days that is a respectable ambition on Capitol Hill. In 
his state-ofthe-union message in January President Clinton of- 
fered “a simple four-word answer" to any congressional profli- 





gacy with the newly arriving budget surpluses: "Save Social Se- 
- curity first” This week Daniel Moynihan, New York's 
-.Democratic senator and long-established liberal favourite, pro- 
posed changing the system to allow workers to divert a modest 


proportion of their payroll taxes into "voluntary investment ac- 


counts". Republican-leaning think-tanks such as the Heritage - 
- Foundation would go much further, and privatise the whole sys- 


tem. Everyone, it seems, recognises that the arithmetic of the 


- present system does not add up; that by 2029 the demands of 


retired. baby-boomers will have emptied the Social Security 








piggy-bank; and that bipartisan reform (reached, the president 
suggests, through a year-long series of apolitical forums around 
the country) is therefore both necesssary and urgent. 

But it was not always so. Until very recently, the conven- 
tional wisdom said that Social Security was "the third rail of 
politics": touch it and you die at the ballot box. 

In which case Mr Sanford is both brave and lucky. Two years 
ago he won re-election despite proposing the total privatisation 
of the system, by means of *personal retirement accounts", for 
those who enter the workforce after January 1st 2000. His argu- 
ment was simple: the present system returns to its contributors a 
pittance that for the baby-boomers will turn out to be negative in 
real terms. Switch to personal ac- 
counts, with investments in mu- 
tual funds, and the benefits—even 
with stockmarket | cycles—will 
grow handsomely through the 
splendid power of compound in- 
terest. The cynics may point out 
that Mr Sanford was unopposed, 
but they concede that he looks a 
sure bet for this November's elec- 


stood the message: as a eulogistic 
Wall Street Journal editorial pro- 


PRX AN Third Rail and Lives." 

(QR— m . How ironic, then, that Mr San- 
ford seems determined ofhis own 
volition to cut short his political 
life. He entered the House in 1994 
as a "citizen legislator", sleeping 
in his office to save money and 
pledging to serve only three terms. 
The citizen legislator must act 
quickly—by balancing the budget, 
cutting government waste, setting 
term limits for Congress and so 


on—before a Kondratieff wave of cyclical decline comes crash- 


ing on to the economy, complete with “40% unemployment" 
and a bear market that will last for three or more years. 

By now the restaurant is almost empty. The congressman 
and his press assistant must take their leave. Has he been a touch 
too outspoken? Was it wise to confess to a beach-bum's obses- 
sion with windsurfing and surfboards? Has he strayed too far 
from the path of Republican convention? Not for The Econo-. 
mist. Nor, it seems, for Mr Sanford's colleagues. After all, Newt 
Gingrich himself keeps calling to ask about Social Security re- 
form, even though last summer this iconoclastic surfer was 
among the Republicans most disaffected with their leader. 

But one question does linger. It is virtually a requirement of 
the American identity to believe that the present, especially in 
economic terms, is better than the past and that the future will be 
better still. Two years ago there was much angst when the num- 
ber of Americans believing their children would grow up worse 
off than their parents came within hailing distance of those who 
thought their children would be better off. So does the congress- 


man, so American in his good humour and ease of manner, so. 
unpessimistic in his demeanour, really believe his own dire pre- - 
dictions? He says he does: in which case his sons had better hope » 


either that the predictions are wrong or that their father has in- 
deed helped to extend the product-life of modern America. 


tion too. The voters have under- . 


claimed last year, “Pol Touches - 
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Great reforms, nice growth, 
but where are the jobs? 


CARTAGENA, COLOMBIA 


Structural reforms have improved Latin America's economies, but they have 
not brought new jobs. How can that be done? 


HIS year began unpleasantly for many 
Brazilians: they lost their jobs. Unem- 
oyment, recorded at 4.8% in December, 
eapt to 7.25% in January, the worst January 
figure since 1985. Little wonder that Presi- 
ident Fernando Henrique Cardoso prom- 
sed a “war” against unemployment, with 
stepped-up training for the workless. 
Brazilians are not alone in their alarm. 
Polls show that losing their jobs is among 
woters main worries throughout Latin 
America. With reason. In the region as a 
whole, the unemployment rate rose from 
5% in 1989 to almost 8% last year. In Argen- 
tina, it reached 18.5% in 1995, though it has 
since fallen to 13.7%. The crude figures 
rarely tell the full story. Chile's rate is stable 
at around 6%, but youth unemployment is 
more than twice that—and equally stable. 
fn Peru, unemployment stands at 8.6%, but 
the government reckons that another 42% 
of the workforce is under-employed, mean- 
ng that they lack proper jobs. 
Why? In some countries, such as Argen- 
ina and Mexico in 1995, and Brazil this 
ear, unemployment was driven up by re- 
session. Yet, overall, last year Latin Ameri- 
sa’s economies clocked up their best perfor- 
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mance since the debt crisis of 1982, with 
growth averaging more than 5% (and infla- 
tion only 10%). Higher growth, due partly to 
free-market reforms, has not been matched 
by swifter job-creation. 

According to research presented to this 
week's annual meeting of the Inter-Ameri- 
can Development Bank (1DB) in Cartagena, 
in Colombia, employment in Latin Amer- 
ica has grown at only 2.8% a year in the 
1990s—0.5% less than the rate in the second 
halfofthe 1980s. And four ofevery five new 
jobs these days are in the "informal sector", 
home by now to 5796 of Latin America's 
workforce. The term is loose, covering small 
businesses, self-employment, domestic ser- 
vice and more. What informal workers 
have in common is that they generally pay 
no tax, but have no legal employment pro- 
tection or social security. And often, though 
not always, they are poorly paid. 

Some reasons for slower job growth are 
obvious. Public-sector jobs, especially for 
the unskilled, have shrunk as governments 
across the region have privatised state com- 
panies and slimmed bureaucracies. Trade 
liberalisation and market reforms have 
forced businesses to become more efficient. 


Lower tariffs and more abundant credit 
have made machines cheaper; many firms 
have bought them and shed labour. 

But the picture is more complicated 
than this suggests. If unemployment were 
rising because structural change had cut the 
need for labour, one would expect wages to 
fall. They have not. The 1p finds that on 
average in Latin America real wages, after 
falling in the second half ofthe 1980s, have 
risen by around 15% since 1991. Some kinds 
of workers have done better than others. In 
Mexico, Colombia and Peru, wage differen- 
tials between the unskilled and skilled or 
managerial workers have widened by more 
than a quarter since 1990. Latin America's 
wage gaps were already then the world's 
widest; now they are twice as wide as in 
rich countries. 

That is bad news for societies that are 
already deeply unequal. But it chimes with 
employers complaints that they cannot 
find the workers they want. In other words, 
part of the job problem is a shortage of 
skilled workers. One big reason is that, as 
population growth has slowed, so has the 
growth of the workforce. Another is inade- 
quate schooling. In Brazil, fewer than 30% 
ofadults have completed secondary school, 
a figure that is only now starting to rise after 
two decades of stagnation. Though employ- 
ers make up for this with on-the-job train- 
ing, there is much evidence linking high 
wage differentials to wide inequalities in 
education. 

Apart from boosting education, what 
can be done? One reason for the rise of in- 
formal work is, in many countries, labour 
laws. These add heavy extra costs (up to 70% 
extra in Brazil) to payrolls; a clear deterrent 
to “formal” hiring, even if formal wages are 
accordingly lower. Second, the law, by re- 
quiring large severance payments, often 
makes it hard or costly to sack workers. That 
is fine for those already employed. But, as 
Ricardo Hausmann, the 1pp’s chief econo- 
mist, remarks, it too discourages hiring, 
since an extra employee may prove very ex- 


Better means worse 
Official unemployment, % 
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pensive when a downturn means you have 
to get rid of him again. 

In practice, labour markets in some 
countries are highly flexible even so. In Bra- 
zil almost half of workers in manufacturing 
hold their jobs for less than two years. Else- 
where, however, laws do seem to function 
more restrictively. And though many Latin 
American governments have reformed 
much else in the past decade, only a few 
have altered the law so as to free their la- 
bour markets. In Argentina, for example, 
though payroll taxes have been cut, Presi- 
dent Carlos Menem has spent three years 
failing to win support—even though (or be- 
cause) the main trade-union organisation 
is close to his own party—for proposals that 
would cut severance pay and make it easier 
to change labour contracts. 

Voters’ reluctance to embrace such 
changes is understandable: often their first 
result is the sacking of older workers. But 
with time they lead, less visibly, to an in- 
crease in total employment, with the new 
jobs going mainly to women and young 
people. Ways could be found to compen- 
sate the losers, through better unemploy- 
ment insurance, for example. Devising 
such solutions is an urgent challenge for 
the region’s politicians. 





Mexico 


Can anew law 
solve Chiapas? 


MEXICO CITY 


ELL, yes, but will it do the trick? Presi- 

dent Ernesto Zedillo seems to have 
decided that talking, talking about talking 
and talks on return to talks were not getting 
his government any closer to resolving the 
problem of Chiapas. No sooner had Con- 
gress resumed work this week, after three 
months away, than he sent it a bill on indig- 
enous rights. It reflects—fully and fairly, he 
thinks—the "San Andres accords" reached 
in 1996 between government negotiators 
and Zapatist rebel leaders. "This initiative 
will recognise and consecrate rights aimed 
to preserve and allow the free development 
of Indian cultures, with the total respect 
they deserve," said the president. Others 
disagree—and if the Zapatists do too they 
can prove themselves right. 

The bill offers, among other things, a re- 
drafting of municipal boundaries to reflect 
the organisation of Indian communities 
rather than the arrangements of the federal 
government or that of Chiapas state, indig- 





Brazil's Amazon forest burns 


NCE again, blame El Nino. But 

blame human greed, hunger and 
lack of forethought too. Roraima, Brazil's 
northernmost state, has been blazing for 
weeks now, as the usual fires lit to clear 
(or sometimes fertilise) land by ranchers 
and slash-and-burn farmers have taken 
hold on areas unusually dry after 
months without rain. 

Most of the damage has been done 
on upland savannahs, natural prey to 
bush fires but fairly quick to recover. The 
Amazon rainforest is another matter, 
normally too wet to catch fire, and slow 
to rebuild if it does. About half of Ro- 
raima (say, half of Utah or a quarter of 
Spain) is forest. No one knows how 
much has gone, but enough to alarm the 
few thousand but widely publicised 
Yanomami Indians who live in it there. 
At one point the fire has cut more than 
20 kilometres into their reserve. 

Firefighters are doing all they can— 
not much in a region that barely has 
roads, let alone equipment. Brazil owns 
no water-dumping planes. Roraima 
hopes to hire helicopters from neigh- 
bouring Venezuela. But the only real 
hope is rain. Normally, that would have 
arrived by now. This year, thanks to El 
Niño, none is expected until late April. 
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Hoping for a better future 


enous rights of access to natural resources, 
independent indigenous media and unbi- 
ased courts. Not before time: last week the 
countrys deputy attorney-general de- 
scribed in chilling detail the advance 
preparations, aided by some Chiapas state 
policemen, for the December massacre of 
45 indigenous people that inspired much 
ofthe present concern; 35 of the alleged kill- 
ers turned themselves in this week. 

Supposedly, the bill could count on 
support in Congress from both the presi- 
dent’s Institutional Revolutionary Party 
(PRI) and the centre-right National Action 
Party (PAN). Its passage with the two-thirds 
majority needed for a measure of this sort 
seemed assured. But critics have not been 
slow to voice their doubts. 

Though agreeing with much of the bill’s 
content, the left-leaning Party of the Demo 
cratic Revolution (PRD) called the govern: 
ment's introduction of a bill devised solely 
by itself an affront to opposition politi 
cians and to indigenous communities, in. 
deed an attempt to represent both these 
groups as obstructing the peace effort 
Some portrayed the bill as intended to pro- 
voke the Zapatists, who had rejected in ad: 
vance legislation drawn up without thei 
approval. “He wants to start the war again 
and use the army to squash the Zapatists,’ 
claimed one leftist PRD legislator. 

Even the PRI was less than united. Sev 
eral PRI senators appeared set to oppose tht 
bill precisely because it followed too closely 
the San Andres accords and the proposal: 
of the opposition-controlled Congres 
sional Commission for Peace in Chiapas 
Pablo Salazar, a PRI member who sits or 
that commission but opposes most of it: 
conclusions, said that pri leaders had ex 
cluded him from discussions on the bill. 

Meanwhile, there came an offer of hel; 
from outside. Rigoberta Menchu, the Gua 
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temalan indigenous and human-rights ac- 
tivist who won the 1992 Nobel peace prize, 
said she would offer “moral support” to all 
who seek peace in Chiapas. She was on a 
week-long visit to the state, which shares a 
border with her own country and suffers 
many of the same problems—ones that led 
Guatemala into a long and brutal civil war, 
officially ended only last year. 

Unlike other foreigners whom the gov- 
ernment regards as meddling in the affairs 
of Chiapas, Ms Manchu went there with its 
approval. Maybe—don't count on it—the 
government had realised that, with its own 
peace efforts floundering, the scapegoating 
and expulsion of a number of foreigners 
from Chiapas over the past two months 
was just another distraction from the slow 
search for an elusive peace. 





Canada 


The crown 
princes line up 


OTTAWA 


HE prime minister, Jean Chrétien, and 

his supporters could fairly have burst 
into "Happy Days Are Here Again" as Can- 
ada's federal Liberal Party opened its two- 
yearly convention in Ottawa on March 
t9th. The economy is doing fine. The fed- 
eral Parliament is firmly under control. Yet 
it took no ear to the ground to catch rum- 
blings of unease. 

Why? The economic signs are green in- 
deed. Last month the finance minister, Paul 
Martin, brought in a balanced budget, Can- 
ada's first for 28 years. Unemployment has 
fallen to 8.6%, the lowest in eight years. The 
Canadian dollar has recovered from the 
worst of its Asian jitters, although the New 
York bond-raters are yet to restore the tri- 
ple-A rating that Moody's removed from 
Canadian federal debt three years ago. 

In politics, the Liberals could not repeat 
last June their sweeping electoral victory of 
1993, but they still have an overall par- 
liamentary majority of nine, and the four 
opposition parties are unlikely ever to com- 
bine enough to threaten it. This being the 
first convention after an election, the par- 
ty's constitution requires it to vote whether 
or not to review the leadership (translation: 
dumpa loser). But Mr Chrétien will win his 
vote of confidence handsomely. 

Even so, many Liberals would be happy 
to see him replaced, certainly before the 
next federal election and preferably before 
Quebec's premier, Lucien Bouchard, can 
mount yet another referendum on seces- 
sion. Mr Chrétien comes from Quebec, and 
has held a Quebec seat in Parliament for 35 
years. But what many Quebeckers best re- 
member of his career is the way he opposed 
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the special status that the Meech Lake ac- 
cord of 1987—one of Canada’s repeated at- 
tempts to end its constitutional discord— 
would have given their province. He was 
seen as a liability in the referendum that 
the separatists all but won in 1995. He 
would be so in a fresh one. 

Such a vote may be near. Before calling 
it, Mr Bouchard and his Parti Québécois 
(PQ) must first go for re-election. He will do 
so by early 1999 at latest. And, conveniently 
for him, Canada’s Supreme Court is fairly 
soon to rule, on a reference from the federal 
government that it heard last month, 
whether secession is even possible under 
Canada’s constitution. It will probably say 
no, and many Quebeckers will resent that, 
asking what exactly entitles judges—and 
all-Canada judges at that—to tell them what 
they can or cannot do with their own prov- 
ince in so plainly political a matter. 

So a Quebec election is certain soon, à 
referendum possible. To fight Mr Bou- 
chard, the provincial Liberals are already 
seeking a leader to replace Daniel Johnson, 
who resigned this month. Even in the elec- 
tion, though the two parties are not close, it 
would help if the federal Liberals had in 
place a new leader more popular in Quebec 
than Mr Chrétien. For a referendum that 
could be essential. But time is short. Several 
of Mr Chrétien's ministers are already po- 
sitioning themselves for the race. 

The combination that the Po most fears 
would be that of Jean Charest, now leader 
ofthe federal Conservatives, reborn as lead- 
er of the Quebec Liberals, and Mr Martin, 
he too a Quebecker, as prime minister. 
Though he hesitated last week, the betting is 
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that Mr Charest will make the switch soon. 
And Mr Martin's star is rising. 

His success at his job has long made 
him the heir-apparent to Mr Chrétien. He 
has a further merit. He is seen as being to 
the right, and the Liberals fear that, if Mr 
Charest goes off to Quebec, the two right- 
wing federal parties may get together—the 
Conservatives, strong in the English-speak- 
ing east and in Ontario, and Reform, strong 
in the west. A competent, eloquent Que- 
becker, popular with business, could suit 
the Liberals nicely. And Mr Martin's budget 
was not just balanced but politically skilful. 
Not least, he cut the ground from under a 
rival, the health minister, Allan Rock, from 
the Liberal left, by committing C$2.5 bil- 
lion ($1.8 billion) of the future budget sur- 
plus toa “millennium” education fund: fis- 
cal virtue, popular pay-off. 

Another potential candidate (and vic- 
tor over Mr Rock in a recent cabinet tussle 
about drug-patent legislation) is the indus- 
try minister, John Manley. His route to pop- 
ular appeal has been appearance in a well- 
watched television soap. A longer shot is 
the ebullient Brian Tobin, till lately fisher- 
ies minister and now making waves as 
Newfoundland's premier, while resolutely 
improving his French. The woman to 
watch—Sheila Copps having slipped down 
a rung from being deputy prime minister— 
is Jane Stewart, whose father and grandfa- 
ther were notable Ontario politicians, and 
who is making a success of the difficult 
portfolio of Indian affairs. 

And, by the way, what does Mr Chrétien 
think? He wants to be at the helm through 
Canada’s millennium celebrations. 


Si 
" : 


-—— — 
-— — NEM — 


Chrétien gives Martin a double hand hake for his budget 
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CHINA EXPATRIATE PROGRAMME Y 
June 5 - 9, 1998, Shanghai | here will | find time 
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This programme is designed to prepare expatriate man- = fo r an AA B A? 


agers for the Clinese business environment. Managers 
new to China will be introduced to the ‘ecology’ of this 
environment and will come away with a new understand- 
ing of China. CEIBS is running this programme in con- 
junction with USW in Germany. 






















Study for an AMBA approved MBA as you work - with the 
Open University Business School. 

Our distance teaching methods draw on over 25 years' 
unrivalled expertise of the Open University. Britain's 
largest University, Our award-winning multimedia 
materials meet the learning needs of busy managers, and 
| are supported by over 750 qualified tutors offering 
i i personal and group support as well as individual feedback 
on your assignments. Network with other managers at - 
informal study groups, residential schools and on-line. 

Over 20,000 managers a year choose OUBS - to find 
out why this is the most popular MBA programme in 
Furope; visit ¢ our Website. 
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The 5-day programme will include intensive sessions 
jon China-specific topics taught by prominent experts 
in related fields. 
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How to overcome é1 na — obstacles 

How to manage culture shock - 

How to deal with legal gaps ^. — 

Learn about the most recent economic and 4 polit- 










HKUST) is recognized world-wide as a leading — 
scholar in the field of marketing. Since 1985, . . 
he has been involved extensively with foreign - 

‘companies operating in and doing business 
with China. Professor. Vanhonacker has developed in- 
valuable expertise in setting. up and operating business in | 
the PRC. One of his latest articles: "Entering China: an ' 
unconventional approach" was published in the. March- " d 
| April 1997 issue of Harvard Business Review. m 


MIASTER OF SCIENCE DEGREE 
WITH SPECIALIZATION IN 


POLICY ECONOMICS 





- There v Wa d. a high level of quality and insighr DR: ok ajpractical appřoach £ Ea -The Program in Policy Economics is a specially designed, 
I which has met my expectations, This was an excellent course. H has fueled | intensive program of study leading to a Master of Science degree 
: greater expectations about working in China and 1. hope to have, further involve- $ |. in. Economics from the University of Illinois at Urbana- 1 
ment with CEIBS. i would like to discover ipis in which J: or my reompa could à | C hampaign. It us intended for promising, } young administrators in | | 
] support CEIBS and its students. 7 | 0 ] || government and private institutions, in both developing countries 7 
| Mr. A.N. Francisco, Country: Mo. John Hancock inéurance . Bl and advanced industrial countries, who need additional training in 
China &tpami inte Pi TUR d FEM sS PED. e od ae the areas of economic analysis and quantitative techniques. It is 
eee also for young scholars interested in a terminal master’s degree. 
— The Program can be completed i in one year by students with an. @ 
] | excellent background in economics and a high level of proficiency Bl - 
$ | in English. Students who wish to take advantage of the extensive 
ed couse offerings at Illinois and study in additional areas or fields 
>i. may remain up to two years to complete their program of study. 








| CEIBS' clients: elu ABB ig ALCATEL, “ARCO, ASM, ATAT, 


| BANQUE INDE 







| IBM, ICI. ING; Jk l |, KODAK, 
} NESTLE, NOKIA, PHILIPS, POLAR: 
POULENC, ROCHE, ROTHMANS, SC ; SCHINDLER 4! 

SIEMENS, UNILEVER, UNITED DISTILLERS, voL KSWAGEN, WIN. Y 
TERTHUR, ZENEC Aand others | d 





Currently the Program has students from 27 different countries 

enrolled in study. Required course work is enriched with personal 

.| academic counseling, tutorials, additional computer training, field E 
|o trips, seminars by internationally-known scholars and friendly staff @ 
| members to help the student settle in Illinois. With a wealth of 1 
| resources at the University and personal help from advisors, 
students are able to customize their program to fit their needs. — 














goe — Title: — Eo Fo: ise détail contact: Dr. Firouz Gahvari, Director; 
LES SNe OLN RENE MCN _CiyPesteoe 8 | | Masters Program, 313 David Kinley Hall, 1407 W. Gregory 
"County: un MEN Telepl ee LIS pO NEN E Drive Urbana, Illinois 61801 USA; or fax 1- 217 244-7368; or e- 
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INTERNATIONAL 


Stepping on Israeli toes 


Britain, acting for the European Union, has offended the Israeli government. 
Europe and America have still to catch the ear of Israeli public opinion 


ID Robin Cook goof? Britain’s foreign 

secretary has been visiting Israel and 
its neighbours—Egypt, Jordan, Syria and 
Lebanon—this week as the first part of a 
joint European Union-American bid to 
raise the Arab-Israeli peace process from 
the dead. So much for intentions. As it 
turned out, Mr Cook’s trip will be remem- 
bered for Israel’s intemperate reaction to 
his visit to the hilltop site on the edge of 
Arab East Jerusalem where a Jewish settle- 
ment, called Har Homa, is 
being built. Was he bravely 
tackling a core issue or drop- 
ping a counter-productive 
clanger? A bit of both. 

In a gesture to Israeli 
susceptibilities, Mr Cook 
had agreed not to be ac- 
companied to Har Homa by 
Faisal Husseini, the Palestin- 
ian leader responsible for Je- 
rusalem. This did him no 
good. The Israeli govern- 
ment, and the settlers who 
yelled at Mr Cook as he 
struggled through the mud 
and rain of the building site, 
were furious that he shook 
hands with a Palestinian MP 
from next-door Bethlehem. 
The prime minister, Binya- 
min Netanyahu, cancelled a 
dinner that was to have been 
held for him. The foreign 
ministry accused him of 
breaking an implausible 
promise not to meet any Palestinian at the 
site. The cabinet secretary, Danny Naveh, 
suggested Mr Cook was too pro-Palestinian 
to advance the cause of peace. 

Bad, if true—which it’s not. Mr Cook 
was right to challenge Israel’s government 
on a settlement policy that is shutting off 
peace by denying the Palestinians a respect- 
able chunk of contiguous land to call their 
own. Har Homa, which has become a sym- 
bol of settlement building, brought the 
peace talks to a stop when bulldozers 
moved in a year ago. They remain on hold. 

All the same, Mr Cook's insistence on 
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visiting the place may have handed Mr Net- 
anyahu a tactical advantage. It allowed him 
to profit from the gut defiance and emo- 
tional outrage that overtake Israelis when 
there is any suggestion that all of Jerusalem 
is not their sovereign territory. The prime 
minister seems to have encouraged Israel's 
over-reaction, his officials exaggerating Mr 
Cook's bluntness over the indeterminate 
status of East Jerusalem. This, in turn, may 
enable the prime minister to deflect do- 





Cooking up a storm at Har Homa 


mestic and international opinion away 
from the steps that the Israeli government 
has failed to take under its commitments to 
the Oslo peace process, in particular its fail- 
ure to make further withdrawals from the 
occupied West Bank. 

Mr Cook tried to parry Israelis’ anger at 
the notion of perfidious Britain interfering 
in their affairs by insisting on European- 
American co-operation (Britain is currently 
the EU's president). Europe would comple- 
ment what America was doing, not seek to 
do things on its own. He was waiting, he 
said, for a new American initiative and 


would urge Israel to make a positive re- 
sponse to it when it came. Although he did 
not say what this initiative would be, the 
guess is that America will be proposing a 
specific percentage of the West Bank— 
probably in the low teens—from which the 
Israeli army should now withdraw. But Mr 
Netanyahu, under pressure from his right 
wing, could be battening down the hatches 
to resist such “further redeployment”. 

The general, albeit unstated, idea used 
to be that America would be the one to 
prod and cajole Israel in the peace talks 
while Europe provided roughly the same 
service for the Palestinians. The Eu, which 
is by far the largest donor to the Palestinian 
Authority—contributing nearly $2 billion 
in aid since 1993—should have consider- 
able influence over Yasser Arafat's men. It 
can help the PA to be a more effective nego- 
tiator by urging it to tackle its chronic cor- 
ruption and cronyism, by helping to train 
its security forces, and by 
pushing for practical mea- 
sures that would drag the 
Palestinians a little way out 
of poverty: the opening of 
Gaza's airport and its indus- 
trial estate, work on a Gazan 
sea port and an end to Isra- 
el's systematic blocking of 
Palestinian goods. 

All fine but none of it 
brings peace perceptibly 
nearer. That requires à 
move, even a change of atti- 
tude, by Israel's government. 
And although America 
wields infinitely greater in- 
fluence, Europe, if it chose to 
exert it, is not exactly with- 
out leverage on Israel too. 

The Eu is Israel's biggest 
trade partner, taking around 
40% of its exports. Trade be- 
tween the two is governed by 
an interim association 
agreement; a full accord isin 
the pipeline. This would offer virtual free 
trade for all products except farm goods, 
and substantially liberal trade even for 
those. But, suggest EU officials, there might 
be one or two grounds for reconsidering 
some of these privileges; allegations, for in- 
stance, that some “Israeli” exports of fruit 
and vegetables originate elsewhere. Euro- 
pean governments are growing less reluc- 
tant to express their concern. They might 
even, one day, bring themselves to do some- 
thing about it. 

For all its expressed contempt for Eu- 
rope, Israel’s government does care about 
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| dividual ‘members, and about t 
these relations have on domestic opinion. 
Mr Netanyahu was at pains to portray his 
recent visits to London, Bonn and Oslo as a 
statesmanlike success. And many Israelis 
feel much more European than Middle 
Eastern. 

Mr Cook pointedly observed before ar- 








































Clinton in Africa 
Take 


KAMPALA 








INA tare burst of civic c improvement, the 
_ A streets of Uganda's capital are being pre- 

pared for Bill Clinton’s visit next week. 
` Kampala is the second stop on a six-coun- 
— try tour which will also take the president 
to Ghana, Rwanda, South Africa, Botswana 
and Senegal. The painting, planting and 


by the president s wife (cleaning, after all, is 
women’s work). Also being cleaned up are 
the media. Editors have agreed, reluctantly, 
to lay off Clinton sex jokes during the visit. 

Senior Ugandans are annoyed that the 
president’s programme has been decided 
by the White House with little or no con- 
sultation with his hosts. Other countries on 
the tour also grumble about this. An 
in Senegal said last. week that his. 
ment was still waiting for the i itinerary! tobe 





cans have a different sort of worry: 





for America's African agenda. 


to its fate. His new-found interest, t 
is partly driven by the need for a 
term foreign-policy success and 


United States and the president hopes that 
his visit to friendly African states will coun- 


places such as Libya and Sudan. The fear 
that he is simply setting up a series of photo 
opportunities for domestic consumption 
is reinforced by the way he has tried to sell 
his visit in America. Last week he cited “air- 
port malaria” as an example of the way 
globalisation spreads diseases worldwide 
and said this was one reason why America 
needed to be engaged with Africa. 

But America's new engagement with Af- 
rica goes beyond this sort of thing. By his 12- 
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form, and that the Israeli people want 





filling in of pot-holes are being supervised 


announced by the White House.South Afri 
their. 
concern, they say privately, is to ensure that a! 
South Africa does not become the vehicle - ag 


Democratic Party politics. The Nation c ofis . 
lam movement, led by Louis Farrakhan, | 
has recently been gaining ground in the - 


terbalance Mr Farrakhan's recent trips to 





‘ction on à peace-and security plat- 


peace. Israeli public opinion is, indeed, the 
one instrument that might change the gov- 
ernment's mind on the peace process. If the 
United States and the Eu could jointly 
catch the full attention of Israel's public, 
who knows what might happen? 


your p niis and dance 


fricar countries next week, President Clinton wants to show 
rhe theo continent isno longer marginal toAmerica’ s interests 


day te tour, wihi an entourage of 800 people. 
Mr Clinton wants to show that Af 
longer marginal to America. The last visit 





rica is no 


by an American president to Africa (apart 


from George Bush's brief dash to see Ameri- 
can troops in Somalia in 1992) was by. 
Jimmy Carter in 1980 when he attended’ 
Zimbabwe's independence ceremony. Mr 
Clinton hopes to demonstrate a change of 
attitude. But, at the same time, America 


does not want to be directly involved: the 


last involvement, with Somalia, was pain- 
ful. So, instead, it is seeking partners, gov- | 


ernments that respect human rights, try to 


govern decently and liberalise their econo- — 


mies. These partners, it hopes, will help to 
steady Africa's less stable areas; American 


- servicemen have been training their armies - 
7 to act as regional policemen. 

America also seeks to boost its trade 
Ee links. MrClinton is promoting in Congress 
atrade bill that offers Missy free-trade | 






Africans suspect a domestic motive for .. most 
Mr Clinton's visit. In his first term he ig- 
nored Africa, cutting aid, pulling American 
troops out of Somalia and leaving Rwanda | 


of tariffs ihe reel to increase it it much. Cer- 
- tainly there is trade in oi I—Nigeria exports 
am more than half its oil to America—but there 







noo redu ni counties on Mr Clin- 


South Africa apart, were considered proper 
destinations for Mr Clinton. So he is jour- 
neying to the small or medium-sized states 
that more or less fit America's criteria for 
friendship: free-market economics, open 
democratic government, respect for hu- 
man rights. Finding them was not easy. 
Zimbabwe was on the list and then re- 
moved because of its poor record on gov- 
ernment and economic reform. Kenya, the 
West's ally for three decades, has also been 

ruled out because of corruption and bad 
government. Even those that have been 
chosen, apart perhaps from Botswana, are 
hardly shining examples of democracy, 
freedom and free-market policies. 


ry. Their politics p puts them x 
J position: But in Morocco, on March 16th, a 


! cone o Africa 's bigger: countries, centre-left coalition took over the govern- 








RV RS 


ganda | is one with three rebel- 


lions in which at least 118 people have been 
killed since the beginning of February. It 
does not have multi-party democracy. Its 
president, Yoweri Museveni, recently criti- 


cised the World Bank and the 1Mr for “im- 
posing" economic reforms on Africa—and 


the reforms that will attack the interests of 
Uganda's ruling elite are still to come. De- 


spite: po talk of self-sustaining develop- 
t, the country is still dependent on aid 





other counties that America has chosen as 
its African “partners” are at least a lot better 
than they were a few years ago. Mr Clinton's 
visit will be their reward. 





: The king's gift to- 
his country 


RABAT 


| EMOCRATIC oppositions in the Arab 
world, if ‘they exist at all, remain in op- 





ment after 40 years of conservative rule. 
From west to east, Arab newspapers hailed 
aquantum leap forward in Middle Eastern 
democracy. From closer quarters, the politi- 
cal revolution is plainly stage-managed. 
Even so, there remains a chance that the 


new government will rise to the role that 


has been billed for it. 

King Hassan Il, who has ruled Morocco 
through governments of loyal functionar- 
ies for the past 37 years, has gone to great 
lengths to usher in the new political "alter- 
nation". In the early 1990s, he released 
most political prisoners, relaxed censor- 
ship and reined in the security services, but 
still could not persuade the opposition to 
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GET YOUR MIND 
WORKING WITH 









PARI BAS (i 


Two elephants are sitting on a log. The little 
elephant is the big elephant’s son, but the 

big elephant is not the little elephant’s father. 
How is this possible? 











E 
PARIBAS 
A FORCE IN 
ae) GLOBAL 
7 jt. CORPORATE 
fig. 1 BANKING 


“If you are not my father, 


| wonder who is?" Total assets 


US $290 billion 









» ft 
Net worth 
US $12 billion 
fig. 2 
"The bigger question is: 7076 of revenues 
who am |?” 


generated 
outside France 


SIZE IS MISLEADING 


The question above demonstrates how language and prejudice can make us leap to conclusions. 
Corporate banking is particularly rife with misconceptions. 

Few realize, for example, that Paribas with total assets of over US S290 billion is one of the top 
three banks in commodities and trade finance and a major player in media where it ranks N?2 in Europe. 

More than the two thirds of our business activity is concentrated in high added-value structured 
financing and in growth sectors such as Projects, Export, Aerospace and Healthcare. 

Yet to some people who view banking from a distance, a more familiar name somehow just 
sounds bigger. And often for no reason at all. 

Which brings us back to that log and those elephants and the moral of this story which is 
"never assume". 

We assume that because we say "big elephant" it must be male. In fact, the big elephant is the 
little elephant's mother. hetp://www.paribas.com 


[f] PARIBAS Thinking beyond banking 
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Ciba Specialty Chemicals 
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ention 


Ciba Specialty Chemicals is rising to the challenge. 


Every day we transform products 

and substances into thousands of 
applications worldwide. Now we've 
transformed ourselves into an exciting 
new breed of company. 

Like every natural evolution it has 
happened with good reason. 

Ciba Specialty Chemicals has developed 
to anticipate and meet customers’ 
changing needs, now and into the next 
century. We are already generating sales 
in 117 global markets, but we're 


looking even further afield. 


Our new company is flexible, agile 
and quick to react. We will constantly 
deliver the brightest solutions to 
every fresh challenge. We're investing 
more and more in research and 
development so expect to see ever 
greater heights of innovation wherever 
you see the sign of the butterfly. 

For more information on the 
company that's transforming the 
specialty chemicals sector, 

fax +41 61 636 3019 or visit our 


Website at http://www.cibasc.com 
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Value beyond chemistry 





Global Link 





STATE STREET ON INVI 
p— Investment Research 


Currency Management Tools 
Optimisation Models 
Investment Flow Charts 
On-Line Analysis 


FX Trade Execution 


WE HAVE THE ONLY 


Presenting Global Link. It's a bold new set of portfolio management tools that delivers 


MAP THAI 


everything from market research to portfolio flows, from analysis to real-time trade 


CONCLUSIVELY PROVES 


execution. Each tool is impressive on its own; but when you put them all together, you 1l have 


NORWAY IS MUCH 


the ability to see the investment world from a dramatically new perspective. To learn more, 


HOTTER THAN MOROCCO. 


call Peter O'Neill in Hong Kong at 852-2840-5388 or lan Martin in Sydney at 61-2-9323-6500. 


STATE STREET. 


-— 


STATE STREEI Serving Institutional Investors Worldwide * 





©1997 State Street Corporation. 


join the government. Since then he has 
pushed through a new constitution, bul- 
lied Morocco's 17 political parties into 
three main blocks and called new, and 
marginally less fraudulent, elections. 

Although the left-wing opposition then 
won only 102 seats against 197 for the cen- 
trist and right-wing blocks, the king chose 
as prime minister Abderrahmane Yous- 
soufi, the leader of the largest left-wing 
party. When, after 40 days of wrangling, Mr 
Youssoufi at last managed to cobble to- 
gether a parliamentary majority, the king 
declared his new government the incarna- 
tion ofa long-standing ambition. 

But the king's conversion to democracy 
goes only so far. He has insisted on retain- 
ing five ministers from the old govern- 
ment, including Driss Basri, the all-power- 
ful and much reviled interior minister. The 
new prime minister, already hampered by 
the fractiousness of his left-wing block, 
must also rely on a centrist party headed by 
the king's brother-in-law for his majority in 


the lower house of parliament. And under 
the revised constitution, a newly created 
upper chamber, dominated by the king's 
men, has the power to amend laws and 
even to bring down the government. 

So does Mr Youssoufi have any room 
for manoeuvre at all? The king has clearly 
placed foreign policy (including Western 
Sahara, see box below), internal security, 
the constitution, justice and religion out of 
bounds. Economic policy is largely hostage 
to an IMF-inspired structural-adjustment 
programme and an association agreement 
with the European Union. The IMFs 
squeeze on the budget deficit rules out 
much extra social spending. That leaves the 
government with a vague mandate to re- 
form the administration and public ser- 
vices and root out corruption. But it has few 
tools with which to combat Morocco's crip- 
pling unemployment, which is officially 
put at 17% but is generally reckoned to be 
considerably higher. 

In the face of these constraints, some 
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dissident left-wingers dismiss the new- 
found pluralism as, at best, window-dress- 
ing for the benefit of western investors and 
allies and, at worst, a poisoned chalice de- 
signed to discredit the opposition. The 
more generous-minded claim that the age- 
ing and ailing king really does plan a grad- 
ual transition toa constitutional monarchy 
to safeguard the inheritance of his less than 
inspiring son. 

But whatever the king’s true intentions, 
it may be hard for him to stifle the new gov- 
ernment’s initiatives straightaway. Some 
argue that if Mr Youssoufi were to act firmly 
and quickly to define the new relations be- 
tween government and palace, and drafted 
enough popular and international support 
for serious reform, he might be able to 
make more of his tenure than the king had 
ever intended. As one of the prime minis- 
ters advisers puts it, translating roughly 
from the Koran, “People may scheme, but 
God schemes too.” 





cants have been vetted, and the UNiscon- | 


To be, or not to be, a Saharawi? 


LAAYOUNE 
ILL the referendum that the United 
Nations plans to hold on the future 

of Western Sahara in December ever be 

held? The difficulty is that both Morocco, 
which has long occupied the territory, 
and the Polisario Front, the guerrilla 
group that struggles for Saharawi inde- 
pendence, are determined to obstruct the 
vote unless they are sure of 
winning it. Given the prob- 
lem of identifying who 
should be allowed to vote, 
obstruction is all too easy. 
The territory was occu- 
pied by the Moroccan army 

Shortly after Spain, the colo- 

nial power, pulled out in 

1976. It has a long history of 

broken deals and promises 

which the UN is now hoping 
to bring to an end. But 

Polisario wants the elector- 





ate confined mainly to the 
73,000 people listed in a 
Spanish 1974 census, plus 
their immediate families. It 
has agreed that some tribes 
_ that were omitted from the 
| Spanish census should be considered for 
. registration, but disagrees strongly with 
Morocco's contention that these number 
as many as 65,000. This, says Polisario 
(rightly, according to UN officials), is a 
| ruse to pad the rolls. 
| In 1997, the UN recruited James Baker, 
| a former American secretary of state, to 
. Strike a deal over the tribes’ right to vote. 
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But Morocco has already broken the ensu- 
ing agreement to leave the disputed 
groups free to register of their own accord, 
but not to push them to do so. Registra- 
tion goes on, but not, for the present, of 
the troublesome tribes. 

The UN has an elaborate voter-identi- 
fication system designed to weed out 





A voter, or perhaps not 


phoney applicants. Would-be voters are 
quizzed on their family trees, both by the 
UN and by tribal elders from both sides. 
Five observers (two each from Polisario 
and Morocco, and one from the Orga- 
nisation of African Unity) supervise every 
interview. A computer database is used to 
compare the testimony of relations. So 
far, 94,000 voters out of 242,000 appli- 


fident that it can complete the job onlya | 
month or two behind schedule—so long 
as both sides co-operate. 

That seems improbable. Moroccan of- 
ficials describe the vote as a mere formal- 
ity to confirm Moroccan control. Over the 
years, the government has enticed tens of | 
thousands of Moroccans to move to West- | 
ern Sahara with tax breaks and subsidies. 
Laayoune, the capital, has huge shanty- 
towns of new arrivals, and the govern- | 
ment is spending lavishly to 
expand the city's port and 
water supply. There are no 
plans at all either for a 
handover, or for repatriat- | 
ing the huge army of Moroc- 
can immigrants. 

Polisario seems confi- 
dent that Mr Baker will em- 
barrass the Moroccans into 
seeing registration through. 
But Polisario could then face 
a dilemma of its own. While 
representatives argue it out 
with the Moroccans, most of 
the guerrillas are stuck in 
primitive camps in the most 
barren of deserts in south- 
western Algeria. Their only 
asset is the 150,000 Saharawi 
refugees who live with them in exile. Un- 
der the peace plan, the refugees must re- 
turn to the relative ease of Western Sahara 
to vote, leaving Polisario with no bargain- 
ing power if things go wrong. The delicate 
peace plan is holding together, say diplo- 
mats, only because neither Morocco nor 
Polisario wants to risk international os- 
tracism by bringing it down. 
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CL Uy Ae T 


Executive Education at 


Carnegie Mellon 





Rated #1 in a Wall Street Journal survey of 
. . General Management Programs. 
Program for Executives — > — => == 
Spring 1998: April 19 - May 15, 1998 
Fall 1998: September 27 - October 23, 1998 
An intensive, four-week program to develop insights and 


personal skills for managing change and complexity in the 
global enterprise. 


Computer Science Short Courses Žž 1 — 


June 22 - 26, 1998 
A workshop series that provides in-depth education on current 
technologies, concepts and professional practices. 


Green Engineering and Management. — .— 1 1 


July 22 - 25, 1998 

Demonstrates the latest Green Design tools, introduces methods 
for cost-effective, front-end Green Design, and shows the 
importance of a cross-functional, integrated systems approach 
to environmental thinking. 


Global Information Management for Competitive Advantage 


August 11 - 14, 1998 

Offers new ideas for strategy and updates on network technol- 
ogy, and helps managers develop compelling vision to lead 
global organizations. 


Management in Technology Organizations — &— ^ ^3 1— 


March 15 - 20, 1998 

November 8 - 13, 1998 

Presents the best practices in technology management and 
enhances the leadership and interpersonal skills of technical 
and non-technical managers. 


Competing Through Manufacturing = = = 3h13 — 


September 21 - 25, 1998 
Designed to develop new concepts, tools and experiences to 
better manage manufacturing organizations in global settings. 


Navigating Organizational Change — .— 1 1 1 1— 


May 18 - 21, 1998 

Provides cutting-edge methodology for assessing current 
organizational culture, setting appropriate goals for change 
and developing effective change management skills. 


GSIA 


» us at; (412) 268-2304, or send a fax to: (412) 268-2485. 
Clark Jordan, Executive 






arnegie Mellon University, Pittsburgh. PA 15213-3890. 





Education, Graduate School of. B 


MASTER'S PROGRAMS 
IN COMMERCIAL DIPLOMACY 


An Innovative 
Modular Curriculum 
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: The European Commission's plans to refashion its budget before letting in 
..-new members from Eastern Europe mean that existing members’ farmers 
qand poor regions will have to get: much less from Brussels 


3 ETTER late than never. More thari eight 
P years after the Berlin Wall came down, 
9m the European Union has begun the busi- 
ness of expanding to the east. On March 
': 12th, Britain's prime minister, Tony Blair, 
presided over a gathering in London of 
.heads of government from existin EU 
. countries and from those that want to join. 
- The bonhomie was marred only by theab- 
~ sence of Turkey, which was miffed at ‘being 
putat the back of the negotiating queue.On 
March 31st, Poland, Hungary, the Czech Re- 
. public, Estonia and Slovenia will formally 
begin talks about getting in. So will Cyprus, 
-which had earlier been promised that it 
~ could officially start negotiating. 
: The biggest stumbling-blocks in these 
-talks may be the changes that the existing 
< EU must make to its policies and finances. 
. The commission unveiled a blueprint for 
-these on March 18th. By far the most con- 
< tentious proposals are changes in farm sub- 








-sidies (under the common agricultural pol- 


- icy, or CAP, which takes up half the Union's 
budget); and to regional subsidies (called 
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tructural funds”, which swallow another 
din b both, the: commission has stuck - 


broadly to the plans, known as Agenda 
2000, outlined last July. 

- The gestation has been so slow, and the 
leaks so many, that it is easy to underplay 


the CAP reform's significance. Franz Fisch- - 


ler, the farm commissioner, says it is the 
most radical ever. The logic remains that of 
a plan put forward in 1992 by a predeces- 
sor, Ray McSharry: to cut guaranteed prices 
towards world levels and to shift public 


-subsidy towards direct payments to farm- 
ers. The commission wants immediately to 


cut the price of cereals by 2095; of beef, in 


three stages, by 3095; and of milk, in four 


stages, by 15%. 

Direct payments to farmers will only 
partly compensate for the price cuts—about 
half to cereals farmers, three-quarters for 
beef and milk. But there are three other in- 
centives: an end to the compulsory "setting 
aside" of land that would otherwise be 
planted with cereals; greater control over 
beef and dairy subsidies by individual EU 


governments; and a 2% rise in milk quotas 


(half of which Mr Fischler, an Austrian, 
wants. for mountain farmers). For olive oil, 


the commission wants subsidies paid per 


| the environment and rural development. | 
|. than at growing food. . 2s 


_ changes, unsellable food mountains might _ 
d pile up again. And nobody, the commis- 
sion points out, has put forward a coherent . 
-alternative to Mr Fischlers plan. Reform, it 
rightly argues, is needed, regardless of en- 
. largement; indeed, a bigger Union may re 
-quire yet another shake-up. of the Cap. : 
oe NER some farmers may! be ce : 


than 0.46% of the Union’s cpp. The tota 


sia undi funds make sense, but the losers | 
Scottish Highlands and Northern Ireland ^ 


(though South Yorkshire m 
Merseyside as a mendicant). Britain also. 

wants to keep its whack for deprived re- 

] gions, perhaps by making unemployment 





easy-to-count tree, not per easy-to-fakei diei 
And Mr Fischler wants aid directed more a 
















< What are the chances of all this being - 
approved by Eu countries? Without . 



























ou lot who E an off 4 
cuts as.long as they can. ig Pte 
Changes to the structural funds co 
be more controversial still, not leas 
cause they require. unanimous appr a 
whereas CAP changes do not. The commis 
sion wants to reduce the number of EU pec 
ple eligible for structural funds from 51% of. 
the Union's population to 38%. And it says. 
that two-thirds of such money should go to: 
poor regions, and most of the rest to regions: 
badly hit by high unemployment or indus-. 
trial decline. The commission also wants t 
put aside cash for would-be members 
while keeping structural funds to no mor 












































Union budget should stay at 1.27%. 
Simplifying and concentrating the © 


will still scream. Britain is wailing that the 


may no longer count as poor regions — — 
may join 


less important asa criterion. Others maydo- 
worse, though. Belgium, the Netherlands, — 
France and Ireland stand to lose all eu aid 
to poor regions. To soften the blow, the 
commission is offering "transition peri- 
ods" of up to six years. 

-= As with the CAP, the opposition to 
change is laced with hypocrisy. Letting in 
new and poor countries is bound to mean - 
less money from Brussels for existing mem- 
bers. Losing aid is a tribute to success, nota- — 
bly in Ireland (which remains determined __ 
to fiddle its numbers to remain eligible for- 

a "cohesion fund” meant only for poor EU 
Sea Britain's complaint is particu- 
larly absurd: since, thanks: to M 












The EU's coming bu 


SHE temptation for a farmer faced 
with lower prices or a poor region de- 
 prived of its EU handout is to blame the 
| Union's coming expansion. True, new 
members will want their slice; as poor 
countries, they deserve more than most. 
Yet the real scrooges are Europe's finance 
ministers and the Union's Finnish bud- 
get commissioner, Erkki Liikanen. 

Last time the EU negotiated a seven- 
year "financial framework", in 1992, 
with no new members in sight, oodles of 
new money was on offer, and the budget 
ceiling rose to 1.27% of the Eu's GDP. But 
this time Mr Liikanen knew that individ- 
ual governments were loth to allow an- 
other increase. So he proposes the 1.27% 
ceiling should remain up to 2006. 

To pay for cAP reform and enlarge- 
ment within that limit means clever jug- 
gling. Luckily, the budget is underspent. 
But the commission reckons that, if six 
new countries join in 2002, they will get 
around 46 billion ecu ($42 billion) over 
the following five years. CAP reform also, 
in effect, pushes the budget up, because 
direct payments cost the taxpayer while 
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Thatcher, it gets back two-thirds ofany net 
-contribution to the EU, it suffers only one- 
2 third of any cuts in regional aid. 

The Eu seldom does anything hard be- 
fore the absolute deadline. But the timeta- 
ble for all these changes is quite tight. The 
. CAP measures should be in place before the 
global trade talks start next year; and milk 
| quotas must be renewed by then. The struc- 
- tural funds will all expire unless new rules 
are approved in 1999. But little of sub- 
stance is likely to be agreed on before Ger- 
many's general election in September. 


. Greece 


ATHENS 


RITICS of Costas Simitis, Greece's So- 
SE cialist prime minister, say he is a dull 
^. -apparatchik who lacks market savvy. So far, 
< however, he is proving a shrewd and per- 
severing operator who seems to have a bet- 
~ ter chance than anyone else in Greek poli- 
- tics of yanking his country out of Balkan 
backwardness. Part of his plan for that is to 
M" drag Greece into the inner club of Europe- 
ins wi Lose | peces vill ke the è euito,"On 











will come from cutting structural funds 


Big spenders may not like it; but Eu- 
rope’s taxpayers will rejoice that fiscal 





high prices cost the consumer. 
Whence the cash? The answer is it 


for existing EU members by nearly 20%. 
That will trim the budget for the EU's 15 
countries to 1.13% of their GDP by 2006. 


austerity has at last reached Brussels. | 


i 
i 
1 
i 
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That leaves only nine months before 
elections to the European Parliament and 
the choice of the next batch of commission- 
ers. The enlargement negotiations them- 
selves are bound to drag on. As ifto confirm 
this, EU foreign ministers, who met in Edin- 
burgh on March 14th and 15th, nearly 
failed to agree on opening statements her- 
alding the accession talks. Only a last-gasp 
compromise between France and Greece 
over the wording on Cyprus saved the day. 
If it is so hard even to start negotiations, 
imagine how long it may take to end them. 





. The painful road to modernity 


for being let into the exchange-rate mecha- 
nism, the waiting-room for currencies in- 
tending to join the euro. 

Once in the ERM, the drachma should— 
for a while, at any rate—be safe from the 
marauding currency sharks that have at- 
tacked it on and off since financial turmoil 


_ began to sweep Asia last year. Greece now - 
hasa fair chance of closing the: gap! between 
itself and the other southern. countries 


within the European club. It will have to 


-waita bit longer than Spain, Portugal and 


ireland to join the euro, but it aims to be a 


have been laughable. Greece's inflation rate. 


Less thana: year ago, such an idea would K 


was too high, its deficits too gaping, itscom- 
mitment to shrinking its public sector un- 
convincing. Greece's place as the Union's 
economic and political laggard seemed as- 
sured. How did the unassuming Mr Simitis 
manage to turn things round? 

First, he and a few pro-European éal- 
leagues have been quietly but assiduously . 
cultivating German politicians and bank- 
ers. Getting Hans Tietmeyer, head of Ger- 
many's central bank, and Theo Waigel, the 
finance minister, to support the drachma's 
entry into the ERM took weeks of persua- 


sion. It may have helped that Mr Simitis 


was teaching at a German university in the 
1970s, when Greece was run by colonels. 

Second, Mr Simitis pre-empted objec- _ 
tions from the ideological old guard within 
his ruling Panhellenic Socialist Movement 
by keeping on Akis Tsochatzopoulos, his 
chief rival on the populist left, as defence. 
minister, Whereas the Socialists’ long-serv- 
ing leader, the late Andreas Papandreou, 
expelled anyone who spoke up against 
him, Mr Simitis allows a measure of dissent 
within the party. This seems to have taken 
the steam out of Mr Tsochatzopoulos and 
his friends. | 

Third, Mr Simitis is helped by the disar- . 
ray in Greece’s opposition. Costas Kara- . 
manlis, the untested young leader of New 
Democracy, the main conservative party, - 
has dumped old professionals such as Stef- 
anos Manos for backing the Socialists’ ef- 
forts to curb Greece's public-sector trade - 
unions. Mr Manos's bid to privatise state 
assets in the early 1990s was thwarted by. 
hostility from the right as well as the left. 

However canny Mr Simitis has proved 
as a politician, though, Greece’s march to: 
EMU is bound to put the economy through ` 
the wringer. Yannos Papantoniou, the- 
suave economy minister, will have to fulfil 
promises made to the Germans and to the 
EU's monetary committee. Squeezing the 
budget deficit and keeping it slim means . 
speeding up reform. Battles against trade 
unions in crumbling state companies will - 
get fiercer. Workers at Olympic Airways, for 
instance, will have to forgo days off on their 
birthdays and free flights for members of: 
their extended families. Still, most Greeks . 
seem to be moving in favour of privatisa- - 
tion. Some 60% apparently want to sell off 
Greece's lumbering utilities and transport 
firms. Workers at a group of the state's few 
profitable companies poised for flotation 
on the Athens stock exchange are looking 
forward to free shares and dividends. — 

All the same, thousands of public-sector - 
workers will have to accept either switching - 
to other jobs or early retirement. Inflation ` 
will jump, for a time, thanks to the drach- . 
ma’s fall. Wages this year and next will - 
barely go up, says the government. The. 
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Ever closer to the Union 
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cheaper drachma should lure more tourists 
and encourage Greek firms to sell more ol- 
ive oil and oranges within the Eu. Even so, 
Mr Simitis will have a tough time convinc- 
ing his compatriots that the price needed to 
make Greece modern is worth paying. 





France 


Smooth bigotry 


MARSEILLES 


66 E'RE playing in the big play- 

ground now,” Bruno Mégret, the 
far-right National Front’s second-in-com- 
mand proclaimed last autumn. “The re- 
gional elections will provide the ideal occa- 
sion to show that French politics is now 
divided into three main blocks: the right, 
the left and us.” A slight exaggeration: the 
Front polled 15% in the regional elections 
on March 15th, about the same as it scored 
in last summer' parliamentary elections, 
compared with 37% for the ruling coalition 
of Socialists, Communists, greens and 
other assorted left-wingers, and 36% for the 
mainstream right. Strategically, however, 
Mr Mégret has a point. 

With the National Front holding the 
balance of power in 19 of France’s 22 re- 
gions (excluding the overseas territories), 
the party suddenly finds itself at centre- 
stage. Everyone is talking about it; no one, 
as usual, knows quite how to respond. With 
Front support, the moderate right, which 
ias an absolute majority of seats in only 
Jne region, could hope to hold on to an- 
xher 11. The party leader, Jean-Marie Le 
"en, has offered to throw his supporters’ 
rotes behind the moderates in exchange for 
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the adoption of a bland, six-point “mini- 
mal programme”: no increase in taxes; pri- 
ority for tackling crime, particularly in 
schools and on urban transport; more ap- 
prenticeships and job-training; protection 
of French and regional “cultural ident- 
ities”, and so on. No mention of the nastier, 
xenophobic bits of Frontery. 

Many a threatened right-winger is 
drooling. But the national leaders of both 
mainstream parties on the right, the Gaull- 
ists’ Rally for the Republic and the Union 
for French Democracy, say they will not sup 
with the devil. No deals, they still say, when 
regional presidents are elected on March 
20th, though the temptation is huge. 

Either way, the Front stands to gain. If 
the right lets the left in by rejecting Mr Le 
Pen's offer, the Front's claim that right and 
left are much the same will be reinforced, 
so widening electoral space for itself. But if 
local deals are done, the moderate right 
will be thrown into even greater disarray, 
letting the Front pick up the stragglers. 

This is all part of the masterplan of the 
Front's best brain, Mr Mégret. Compared 
with big, blustering, loud-mouthed Mr Le 
Pen, Mr Mégret may seem small, dry, al- 
most insignificant. But he is much cleverer 
than his boss (and is loaded with degrees 
from France's top halls of learning, includ- 
ing the Ecole Polytechnique in Paris). He is 
also probably much more dangerous. It 
was he, in 1991, who dreamed up the 
Front's vicious 50-point plan “to protect 
the French" against what Mr Le Pen calls 
"the invading Muslim hordes". It was he 
who invented the idea of a “national pref- 
erence”, now the party's centrepiece, to give 
priority to "native French" in jobs, housing 
and welfare. And it is he again who has me- 
thodically built up the Front's support 
among police, military people, urban 
transport-workers, prison officers, and on 
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committees of people living on public 
housing estates. 

But whereas Mr Le Pen is provocative, 
rude and vulgar, Mr Mégret, the son of a se- 
nior civil servant, is polite, reserved, con- 
trolled: the *respectable face" of extremism. 
Thanks to him, a new generation of intel- 
lectuals has been drawn toa party that used 
to be dominated by neo-fascist, shaven- 
headed bullies. Many, like him, have come 
over from the mainstream right: Mr Mégret 
once stood for parliament as a Gaullist. Pas- 
sionate in his patriotism, he argues fiercely 
that "French civilisation is far superior to 
that of the United States or of those tribes 
[meaning Arab and African immigrants] 
seeking to colonise us". His proclaimed 
model is Napoleon, not Hitler. 

Mr Mégret, whose submissive wife is 
mayor of the southern town of Vitrolles (he 
was disqualified from competing for the 
job), is 48. Mr Le Pen will be 70 this sum- 
mer, and knocking 74 when the next presi- 
dential poll comes round, in 2002. Mr Le 
Pen says he does not intend to give up the 
party he founded in 1972. So Mr Mégret 
must bide his time. But he is patiently 
weaving a network of influence in prepara- 
tion for a palace revolution—one day. 





Russia 


President 
Oblomov? 


MOSCOW 


Bos YELTSIN was ill again this week; 
but the truth about his condition was 
even more obscure than usual. On previous 
occasions when he has taken to his bed— 
four main illnesses in the past two years— 
the question was whether Mr Yeltsin had 
merely “a cold” or a “sore throat”, as the 
Kremlin invariably claimed, or something 
more serious, as was invariably the case. 
Two years ago his sore throat had to be 
cured by a quintuple heart bypass. 

This time another possibility has been 
suggesting itself. Mr Yeltsin may simply be 
sick of work, especially of the work in- 
volved in trying to hold together the Com- 
monwealth of Independent States, the 
quarrelsome talking-shop for ex-Soviet re- 
publics. The main consequence of the Rus- 
sian president's "throat infection" this 
week was the cancelling of a cis summit 
due in Moscow on March 19th. The next 
test of Mr Yeltsin's health will come on 
March 25th, when he is due to play host to 
Jacques Chirac and Helmut Kohl. 

The Kremlin began by claiming that Mr 
Yeltsin had merely a “heavy cold". He was 
"bursting to get back to work", said his chief 
of staff, Valentin Yumashev, who met him 
on March 17th. Yet on that same day Mr Yel- 
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tsin decided to cancel his summit at 48 
hours’ notice, obliging 11 other heads of 
state to rearrange their diaries. Presidential 
doctors took the blame—for advising their 
charge to cancel all engagements “to avoid 
possible bronchial complications”. 

The summit would certainly have 
brought complications, if not bronchial 
ones. It was meant as an occasion for re- 
solving arguments that had broken out at a 
summit in Moldova six months earlier, 
when other countries accused Russia of us- 
ing the cis as a tool for regional domina- 
tion. Several leaders criticised Mr Yeltsin 
for not treating them as equals. He came 
away visibly shaken. 

The leaders were supposed to meet 
again and make peace in January. But ten- 
sions stayed high, and the meeting was 
postponed. Had it taken place this week, 
the arguments and criticisms would 
merely have continued. By declaring him- 
self ill Mr Yeltsin has obtained a further 
postponement, until late April. 

It may be that Mr Yeltsin has, in fact, 
been seriously ill. If so, Russia has cause 
enough to worry. It cannot afford the politi- 
cal and economic disruption of an early 
presidential election. But if Mr Yeltsin has 
taken to ducking awkward duties by pre- 
tending to besicker than he is, that is scarce- 
ly encouraging for Russia either. And one 
or the other of these things must be true. 





Denmark 
The centre held 


COPENHAGEN 


HE odd upshot of Poul Nyrup Rasmus- 

sen's wafer-thin victory in Denmark's 
election on March 11th is that, despite his 
majority of only one seat in parliament, he 
may actually be stronger than he was be- 
fore. This is because two small centre par- 
ties, the Centre Democrats and the Chris- 
tian People's Party, which are both likely to 
back him without actuallv joining his coali- 
tion, did rather well. That in turn means 
that Mr Nyrup Rasmussen has a shade 
more room for maneouvre (his Social Dem- 









Radical Party 7 (8) 
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“Supporters of coalition 14 MPs left Progress Party in 1995 to form Danish People’s Party 





Gamekeeper turned poacher 


BERLIN , 


| HOOSING a former spymaster to 

stand for a party of ex-communists 
in a general election might sound like a 
recipe for disaster, especially when most 
voters think the party is dangerously un- 
repentant of its totalitarian past and in- 
fested with old collaborators and sneaks. 
Unless, that is, the spy- 
master is from what was 
*the other side". For Elmar 
| 


Schmahling, who has been 
asked to act as a standard- 
bearer of the ex-communist 
Party of Democratic Social- 
ism (Pps) in central Berlin, 
was formerly head of mili- 
tary intelligence for West, 
not East, Germany. He is 
also an ardent left-winger. 
Once the West German 
| navy' youngest admiral, 
Mr Schmahling would cut 
rather an incongruous fig- 
ure within the Pps—he is 
| not a member—which blends trendy 
. new-Jeft nostrums with leaden nostalgia 
for East Germany's communist past. His 
views are a rum mix: he opposes, for ex- 
ample, the building of glitzy offices in 
Berlin *because it doesn't bring anything 
for the workers"; the jobs created by the 
boom, he complains, are “only for for- 














Keep Schmahling 





eigners”. Like many old soldiers, he is 
happiest fighting the battles of the past— | 
especially over NATO's nuclear doctrine | 
from the 1980s. High-tech landmines,he | 
says, deterred better than nukes. | 
Some Berliners reckon that what | 
really unites the former admiral and his 
party is a thirst for public- | 
ity. They may wonder, too, 
about his record since he | 
was forced out of the armed 
services for being too up- 
pity. Two firms he founded 
went bust. The public pros- 
ecutor may yet press fraud | 
charges. In 1996 he was 
jailed for two months. If he 
got into parliament, he 
would gain immunity 
against prosecution. | 
He might also change 
the course of German poli- 
tics. The Social Democrats’ 
hopes of gaining an overall 
majority with the Greens depend largely 
on whether the pps crosses the 5% thresh- | 
old set by Germany’s electoral system. 
But there is no threshold at all if a party | 
wins three or more seats in direct con- | 
tests. Then it gets seats in proportion to 
total votes cast. One of the pps’s best | 
prospects is in central Berlin. 








ocrats' vote inched up from 35% to 36%, 
while his Radical coalition partners’ score 
dipped from above to below 4%). Indeed, 
he has a fair chance of running Denmark 
for the next four years. 

The financial markets seem quite 
chuffed by the result. For one thing, Mr Ny- 
rup Rasmussen, no great zealot for the Eu- 
ropean Union, may be better placed to per- 
suade Danes to vote for the Eu's Amster- 
dam treaty than the more free-market and 
Euro-enthusiastic Liberals, whose leader, 
Uffe Ellemann-Jensen, has now resigned as 
party boss. Another reason is that, had the 






right won, it would probably have needed 
toembrace a good six ofthe ten parties now 
in parliament, two of which are anti-immi- 
grant outfits whose support would have 
been unreliable and unwelcome. A govern- 
ment ofthe right, even with a slightly bigger 
majority, might well have been weaker and, 
probably, shorter-lived. 

Another reason for Mr Nyrup Rasmus- 
sen's managing to hang on is that Den- 
mark's economy is doing rather well. But a 
difficulty immediately presented itself, 
right after he resumed government, in the 
shape of 450,000 workers in manufactur- 
ing, transport and building, who were 
contemplating a strike unless they were 
given a nice new two-year deal on wages 
and conditions. If the past is a guide, the 
difference between the demands of unions 
and employers will be split. 

Mr Nyrup Rasmussen will face further 
unpleasantness when he tightens fiscal 
belts, as he will have to if he is to stop Den- 
mark's balance of payments moving into 
the red for the first time since 1989. Many 
costly election promises will be broken. 
Better to break them now, in the hope of 
offering voters goodies later. 
per ie A a GEM eee 
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can still trounce players half his age. 








ietmeyer, the D 





JA Hans' 


H” HAS been called many things, from “grey gnome of 
Markopolis” to “archbishop of Frankfurt”. The latter, at 
least, is not far wrong. There is a missionary zeal about the way 
Professor Dr Johannes (Hans) Bernhard Josef Tietmeyer, presi- 
dent of the Deutsche Bundesbank, preaches the gospel of mone- 
tary stability. And there is an air of religious conclave about 
those fortnightly meetings at which he leads his 16 colleagues of 
the central bank's council in deciding the fate of Germany’s, and 
therefore in large measure Europe's, interest rates. What Mr Tiet- 
meyer has not so far been called, though it suits him rather well, 
is “Mr Ping-Pong”. 

Table tennis happens to be a game that Mr Tietmeyer has 
mastered with the same diligence he applies to cracking the mys- 
teries of monetary policy. In younger ES 

days he walked off with the cham- | 
pionship in his home state of North - | 
Rhine-Westphalia and now, at 66, he 


His speciality? An almost impene- i 
trable defence. He doggedly counters _ 
every spin and returns every smash - 
until his exasperated opponent is 
driven, exhausted, into error. 

Not dazzling, perhaps, but effec- 
tive. And Mr Tietmeyer is not inter- 
ested in show: not in sport, not in so- 
cial life (he hates drinks parties and 
spends his holidays in the same dozy 
corner of Bavaria every year), not, 
above all, in interviews. Seated bolt $ 
upright in his office, he fields ques- § 
tions with all his ping-pong skill. The 
guard never falls—or hardly ever. 
“The episode is closed,” he mutters 
when asked about the government's 
abortive bid last year to get extra cash 
by making the Bundesbank revalue 
its gold. Just a flicker of pain, as 
though asking himself again, “How 
could they have been so stupid?” 3 

Strange to say, this is not typical. 
of a Bundesbank president. Back in ] | 
the 1970s Otmar Emminger would make a point and promptly 
clutch for lists of figures to prove it. In the 1980s the self-assured 
Karl Otto Póhl tended to dismiss mere statistics with an airy 
wave of the hand. Mr Tietmeyer not only has most of the figures 
in his head, available for rapid fire when needed; he seems more 
certain of his ground than his predecessors—or, indeed, almost 
anyone. When he comments with raised finger on the evils of 
debt, inflation and sloppy currencies, the words “Thou shalt 
not” hover, constant if unspoken. 

Why the overweening self-assurance? Partly because in eco- 
nomic and monetary matters Mr Tietmeyer's experience is all 
but unmatched. He has now "served" (as he puts it) at the 
Bundesbank for eight years, nearly five as president. Before that 
hespent almost three decades in Bonn, first under the legendary 
Ludwig Erhard at the economics ministry and eventually as a 
*sherpa" helping the chancellor, Helmut Kohl, prepare for eco- 


NC 


nomic summit meetings. His devotion to duty is still spoken of - 


in Bonn with awe. After escaping an assassination attempt in 
1988 (the assailant’s gun jammed), he calmly proceeded to his 
office and began ploughing through files. | 























arks dogged defender’. 


But there is more behind his attitude to life and work than. 
that. Born in Metelen, a small Westphalian town near the Dutch 


border, he was one of 11 children. His family was poor. A note 
was kept of every expense. Hans was 13 when the war ended, 17 
when for the second time in this century German hyperinflation 
ended with currency reform. In the 1950s he saw rising prosper- 
ity based on a hard p-mark defended by an independent central 
bank. He then worked under Erhard, “father of the economic 
miracle”. A devout Catholic, Mr Tietmeyer at one stage consid- 
ered the priesthood before plumping for an economics degree. 
Somehow the two inclinations remain linked. When he talks of 
the need for sound money, he does so as if it were a well-nigh 
religious imperative. The word “stability” peppers his speeches 
as in a catechism. 
Small wonder, then, that Mr Tiet- 
meyer is no fan of dropping the D- 
mark for what could be a pig in a 
poke, namely the euro. That does not 
make him, as Helmut Schmidt, an 
ex-chancellor, says, “EMU’s most im- 
. portant foe”. But he does reckon the 
]) euro will stand little chance if coun- 
A’ tries not yet ready lock themselves 
into it next January. Don't the figures 
show that most would-be partici- 
pants last year met the Maastricht 
criteria, including the central one 
limiting public borrowing to a maxi- 


> themselves together for ever." 
Are there really 11 such paragons 
at the ready, as seems to be widely as- 


meyer does not name names. But it 
will be something of a miracle if he 
| ! i and his Bundesbank colleagues raise 
no serious question-marks over some potential entrants, includ- 
ing Italy and France, in the report on “convergence” they are 
now preparing for the Bonn government. Mr Tietmeyer will be 
presenting the document to Mr Kohl and his ministers on 


í 
H 
H 


March 27th, two days after the European Commission and the 


European Monetary Institute produce their own reports. Expect 


one of the more lively cabinet sessions. 


So what? Won't the 11 be nodded through anyway in May by 


Europe's leaders, however much Mr Tietmeyer and his men 
stamp and growl? Probably, but that does not mean the Bundes- 


bank's report will be ignored. For one thing Mr Kohl hopes that 
his role as “chancellor of European integration" will help him in 
his campaign to be re-elected in September. It won't if the verdict 
from the Bundesbank, which most Germans highly respect, is 


carping. The central bank's arguments will also give ammuüuni- | 
tion to the single currency's German foes. They have taken their | 
Cases to the Constitutional Court, which has a knack of giving -| 
cocky politicians nasty surprises. Tricky weeks ahead for Germa- 


ny's government, then. But tricky, too, for Mr Tietmeyer, whose 
skill in blocking shots from all angles will be tested to the full. 
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mum 3% of cpr? They do seem to, ..- 
I. but Mr Tietmeyer sniffs at pernickety 
|. talkof2.9%or 3.1% in this or that year. 
` His buzzword is "durable". “What - 

we need”, he insists (forefinger wag- | 
d ging), “are countries economically | 
“4 able and politically willing to lock | 


sumed, at least in Brussels? Mr Tiet | 
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DEVELOPMENT AND THE ENVIRONMENT 


Dirt poor 


vdd ee centralisation of population in great 
cities exercises of itself an unfavourable in- 
fluence,” wrote Friedrich Engels in 1844. “All pu- 
trefying vegetable and animal substances give off 
gases decidedly injurious to health, and if these 
gases have no free way of escape, they inevitably 
poison the atmosphere . . . [The poor] are obliged to 
throw all offal and garbage, all dirty water, often all 
disgusting drainage and excrement into the streets, 
being without other means of disposing of them; 
they are thus compelled to infect the region of their 
own dwelling." 

Much of Engels's writing seems irrelevant to- 
day, but his description of working-class life in 
19th-century London paints an uncannily accurate 
picture of slum life in developing countries at the 
end ofthe 20th century. In the Klong Toey district of 
Bangkok, the stench from the rotting rubbish and 
fetid water that collect between the shacks is over- 
powering. In the north of Mexico city, near Santa Fe, 
hovels cling to the sides ofa steep valley which most 
days is choked with smog, and streams of untreated 
sewage run down to the river below. In the Moroc- 
can town of Marrakesh, the smell of rotting cattle 
flesh surrounds tanneries for miles around. 

Conventional wisdom has it that concern for 
the environment is a luxury only the rich world can 
afford; that only people whose basic needs for food 
and shelter have been met (as well as, perhaps, some 
not-so-basic ones for things like cars and televi- 
sions) can start worrying about the health of the 
planet. This survey will argue that developing coun- 
tries, too, should be thinking about the environ- 
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ment. True, in the rich countries a strong environ- 
mental movement did not emerge until long after 
they had become industrialised, a stage that many 
developing countries have yet to reach. And true, 
many ofthe developed world's environmental con- 
cerns have little to do with immediate threats to its 
inhabitants well-being. People worry about 
whether carbon-dioxide emissions might lead to a 
warmer climate next century, or whether geneti- 
cally engineered crops might have unforeseen con- 
sequences for the ecosystem. That is why, when rich- 
world environmentalists campaign against 
pollution in poor countries, they are often accused 
of naivety. Such countries, the critics say, have more 
pressing concerns, such as getting their people out 
of poverty. 

But the environmental problems that develop- 
ing countries should worry about are different from 
those that western pundits have fashionable argu- 
ments over. They are not about potential problems 
in the next century, but about indisputable harm 
being caused today by, above all, contaminated wa- 
ter and polluted air. The survey will argue that, con- 
trary to conventional wisdom, solving such prob- 
lems need not hurt economic growth; indeed 
dealing with them now will generally be cheaper 
than leaving them to cause further harm. 

In most developing countries pollution seems 
to be getting worse, not better. Most big cities in 
Latin America, for example, are suffering rising lev- 
els of air pollution. Populations in poor countries 
are growing so fast that improvements in water sup- 
ply have failed to keep up with the number of extra 





Poor countries 
have the world’s 
worst environ- 
mental problems. 
They cannot 
afford to put up 
with them, 
argues Daniel 
Litvin 
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-people still have no access to clean 

$e | population, bn: water, and water contaminated by 

| EES Developing countries - sewage is estimated to kill some 
Developed countries 2m children every year. Through- 


out Latin America, Asia and Africa, 
forests are disappearing, causing 
not just long-term concern about 
climate change but also immediate 
economic damage. Forest fires in 
Indonesia last year produced a 
huge blanket of smog that envel- 
oped much of South-East Asia and 
kept the tourists away. It could hap- 
pen again, and probably will. 

Recent research suggests that 
pollution in developing countries 
is far more than a minor irritation: it imposes a 
heavy economic cost. A World Bank study last year 
put the cost of air and water pollution in China at 
$54 billion a year, equivalent to an astonishing 8% 
of the country's GDP. Another study estimated the 
health costs of air pollution in Jakarta and Bangkok 
in the early 1990s at around 10% of these cities’ in- 
come. These are no more than educated guesses, but 
whichever way the sums are done, the cost is not 
negligible. 

The growth in environmental problems in 
developing countries has been matched by a rise in 
local anxiety about them. In recent years hundreds 
of environmental lobby groups have sprung up in 
Latin America and Asia. Some of these are offshoots 
of rich-world groups such as Greenpeace, which 
now has offices in 11 developing countries. But 
many of the new groups are home-grown, drawing 
support from people increasingly worried about 
the effect of pollution on their health. 

In Bolivia, Mexico and Brazil, green activists 
have recently entered government. Bangkok's peo- 
ple, frustrated by the city's notorious congestion 
and pollution, have elected a governor with strong 
green credentials, Bichit Ratanakorn, who has 
threatened to “name and shame" firms that flout 
pollution rules. He is urging other Asian cities at an 
earlier stage of industrialisation "not [to] follow in 
our footsteps". 

From Brazil to China, governments are passing 
increasingly tough environmental regulations, 
many of them modelled on green standards in Eu- 
rope and North America. Often this is an empty ges- 
ture: many countries are unwilling or unable to en- 
force green regulations. Brazilian 
politicians may have felt a warm 
glow in January when they passed 
a law against "environmental 
crimes", but Brazil already has leg- 
islation prohibiting Amazon land- 
owners from deforesting more 
than 20% of their land. That has 
done nothing to stop many of 
them cutting down all their trees. 

There are environmental les- 
sons to be learnt from the rich 
countries, but these do not involve 
blindly copying everything they 
do. In most of the OECD countries, 
emissions of lead, carbon monox- 
ide and sulphur dioxide have been 
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about a billion. i l falling steadily since 1980. Investment i 


"ter treatment has helped to clean up rivers and | 










| waste wa- 


lakes. Even forest cover has increased a little over | 
the past few decades. But a similar effect mighthave | 
been achieved at lower cost. In most rich countries, 
spending on pollution control amounts to around . | 
1-2% of GDP. Governments and regulators have of 
ten forced particular technologies on firms rather 
than allowing them to find the cheapest way to re- 
duce their emissions. Many emissions standards 
have been imposed at a late stage of industrial 
development, when firms had already invested 
heavily in processes that caused pollution. Air and 
water standards are still being tightened up, and at 
ever greater cost: Europe's water utilities, for exam- 
ple, estimate they will need to invest around 140 
billion ecus ($152 billion) by 2005 to comply with 
EU regulations on sewage treatment. Many would 
argue that the tiny health benefits do not justify this 
expenditure even in the rich Eu countries, and no- 
body seriously suggests that the developing coun- 
tries should aim this high. 

. But most developing countries are nowhere 
near the point of diminishing returns from invest- 
ment in pollution controls. Another recent World 
Bank study found that across a range of Asian coun- 
tries, including Thailand, Indonesia and China, the 
cost of a simple set of environmental measures— 
such as phasing out lead in petrol and investing in 
clean water supplies—would be much lower than 
the value of the benefits to human health. 


Driving forces 

Ifthe problems can be fixed so cheaply, why ate gov- 
ernments so slow to get on with it? Start by consid- 
ering the three trends most widely blamed for caus- 
ing environmental problems— population growth, 
urbanisation and industrialisation. 

The world's population is increasing by around 
85m every year—the equivalent of, say, another 
Mexico. The pace of growth has come down a little 
since the 1960s, but according to United Nations 
projections it remains fast enough to push the 
world's population above 9 billion by 2050, from 
around 6 billion today (see chart 1). Most of that 
growth will be in developing countries. The popula- 
tion explosion ofthe past few decades has been due 
to a happy trend: a dramatic rise in life expectancy, 
thanks in part to the spread of modern medicines 
and better sanitation. But, say environmentalists, 
the world's supply of natural resources is finite, and 
in some regions particular resources are already 
scarce (water in the Middle East, certain species of 
fish in the North Atlantic) How can these resources 
be made to go round an extra 3 billion people? 

Increasing urbanisation is another environ- 
mental worry. The historic movement from country 
to town in rich countries is now being echoed in 
poor countries, but on a much bigger scale (see chart 
2). The UN expects that between 1990 and 2025 the 
number of people living in urban areas will double 
to more than 5 billion, and that 90% of that growth 
will be in developing countries. In Africa and Asia 


:MERMERNERRNMEKMRKMRMRRMREE————-—-———————————————————HÁ————————————— ET d 


more than half the population still lives in the | 


countryside, compared with only a fifth ín Europe | > 
and North America. TE 

Country-dwellers in developing countries are 
moving to cities for the same sorts of reasons as in 
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the rich countries in the 19th century: they are 
pushed by a scarcity of farm jobs, and they are 
pulled by the hope of better jobs and a better life. 
Governments in many developing countries have 
accelerated this process by pursuing economic poli- 
cies that discriminate against agriculture: until re- 
cently, for example, many governments kept food 
prices artificially low. The reason why urbanisation 
is likely to harm the local environment is simply 
that people are much more densely crowded to- 
gether. Burn a tyre in the countryside, and no one 
may worry about it; but in the city it will cause a 
great many coughs and splutters. 

Industrialisation, too, is an obvious cause of 
environmental problems. Today’s rich countries 
moved first from agriculture to manufacturing in- 
dustries which use resources intensively, and later 
to services and less polluting types of manufactur- 
ing. Many developing countries are now undergo- 
ing that first transition at the same time as suc- 
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cumbing to a temptation not available in the 19th 
century: motor vehicles. 

In rich countries, there are typically around 40 
cars per 100 people; in Latin America the figure is 
about seven, in China two. But the developing 
countries are catching up: the number of vehicles 
registered in China has been growing by 12-14% a 
year for the past 20 years. The smog now hanging 
above many cities in Latin America and Asia is a 
complex cocktail of pollutants that include car ex- 
haust fumes as well as emissions from coal-burning 
and smoke from factories. 

Industrialisation, urbanisation and population 
growth all help to explain the developing world’s 
growing environmental problems, but they are not 
the only reasons. Poverty itself makes things worse. 
And the biggest culprit of all is the failure of govern- 
ments and institutions to pursue sensible policies. 
Water pollution—the subject of the next article—is a 
case in point. 





Water hazard 


IVERS in rich countries have become steadily 

cleaner over the past couple of decades. Rivers 
in the poorest developing countries, by contrast, 
have shown marked falls in levels of dissolved oxy- 
gen—a key indicator of increased pollution by sew- 
age. An estimated 90% of sewage in developing 
countries is discharged into rivers, lakes and seas 
without any treatment. To make things worse, sup- 
plies of fresh water that might dilute the sewage are 
dwindling in many areas. 

Asia’s rivers, which are among the most pol- 
luted in the world, contain ten times as many bacte- 
ria from human waste as waterways in rich coun- 
tries. They contain far more lead too, much of it 
from industrial effluents. In China, farm chemicals 
washing into the sea are being blamed for massive 
blooms of algae. But the biggest cause of water pol- 
lution in developing countries is sewage, and its 
most important effect is on human health. 

Each year, according to the World Health Orga- 
nisation, 900m people suffer from diarrhoea or dis- 
eases spread by contaminated water such as ty- 
phoid and cholera, and at least as many from 
diseases caused by intestinal worms. Better water 
supplies and sanitation would cut the incidence of 
such diseases dramatically. In terms of the number 
of people it kills, dirty water is probably the world’s 
most serious pollution problem. 

There have been big improvements in recent 
years: since 1980 some 2 billion people in develop- 
ing countries have gained access to better water 
supplies, and another 400m have got better sanita- 
tion. But these gains have in large part been offset by 
population growth. One billion people still do not 
have an “adequate” supply of water, and 2 billion 
do not have access to “adequate” sanitation facili- 
ties, even as defined by their governments, which 
often use the term to describe a single water tap 
shared between hundreds of people. 

To improve matters for their people now, and to 
keep up with future population growth, developing 
countries will need to invest huge sums in water 
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and sanitation: current investment in the sector, al- 
though inadequate, already totals $25 billion-30 
billion a year. In theory this should be feasible. Even 
the poorest people appear to be willing to pay for 
clean, piped water, and for the provision of basic 
sewerage. In many countries, families with no 
piped water connection now pay salesmen for con- 
tainers of clean water. Such water costs typically 12 
times as much as piped supplies, yet slum-dwellers 
have no choice but to fork out a huge proportion of 
their income for it: according to one study, in parts 
of Nigeria and Haiti water accounts for about 20% 
of household expenses. Studies also suggest that 
many poor people are willing to pay to keep sewage 
away from their homes. 

Yet water utilities in developing countries are 
often bureaucratic, inefficient and corrupt. In West- 
ern Europe, water firms typically employ two or 
three people for every 1,000 water connections. In 
most of Latin America, the figure is between 10 and 
20, says John Briscoe, a water expert at the World 
Bank. Throughout the developing world a large pro- 
portion of water—sometimes more than half—is 
lost through leaky pipes and theft, costing utilities 
huge sums in forgone revenues. 

With few exceptions, consumers the world over 
are charged less for their water than it costs to pro- 
vide. Water is seen as more of an entitlement than a 
commodity with a price-tag attached. A survey of 
water projects financed by the World Bank showed 


Clean living 
Effects of improved water and sanitation on sickness 
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that the average price charged for water covered 
onlya third of the cost of supplying it. Typically this 
shortfall is made up by government subsidies, or by 
allowing the infrastructure to decay. 

But artificially low water prices cause particular 
problems in developing countries. Where water is 
piped, consumers are given little incentive to con- 
serve it, even though in many big cities the cost of 
supplying it is increasing steadily as nearby sources 
get used up or become contaminated. Shanghai, for 
example, has had to spend $300m moving its in- 
take of water further away from the city because 
nearby river waters had become too polluted. 

Forced to rely on government handouts to re- 
coup the cost of their investment, water utilities of- 
ten pay more attention to what politicians want 
than what consumers need. One common error is 
to invest in hugely expensive treatment plants for 
sewage when cheaper options would do. Pumping 
raw sewage far out into the deep sea, for example, is 
often enough to avoid the worst effects. 

Most damaging ofall, utilities and governments 
are reluctant to connect new customers because wa- 
ter prices are too low to allow them to recoup their 
investment. This is one reason why so many poor 
people remain unserved, even if they are willing to 
pay. Paradoxically, therefore, the subsidies meant to 
make sure that water is a basic entitlement for ev- 
erybody end up penalising the poor. 

If governments are unable to meet the water 
needs of many people in poor countries, someone 
else must. The most popular of the alternatives that 
have emerged in recent years have been to hand 
over the job to private firms, and to let communi- 
ties fill the gap. But there are limits to both. 


Private problems 


Start with privatisation. Across Brazil and Argen- 
tina, local governments are handing out water con- 
cessions to private firms. In the Philippines, the city 
of Manila recently awarded contracts to run the 
city’s water and sewerage services to two private 
consortia. The local government in Izmit, in north- 
western Turkey, asked Thames Water, London's wa- 
ter utility, to head a $865m local project to build a 
dam and water-treatment plant. 

The involvement of private companies often 
produces dramatic improvements in efficiency 
within a few years, and provides the capital needed 
to connect millions of new customers. For example, 
in 1992 a consortium led by a French firm, Lyon- 
naise des Eaux, won a 30-year contract to run water 
and sewerage services in Buenos Aires; by 1995 it 
had cut the labour force from 7,500 to under 4,000, 
and renovated thousands of kilometres of pipes. 

But the same problems that dog public water 
utilities—corruption, political sensitivity and low 
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prices—affect private ones too. In order to attract 
private firms in the first place, local governments 
usually need to promise that water charges will rise. 
But local governments change, and the next incum- 
bents are often tempted to deflect public anger over 
rising water charges and lost jobs by rewriting or 
even cancelling the contract with the private firm. 

All this means that few ofthe investments made 
by private firms in developing countries’ water 
businesses have yet turned a profit. Several British 
water utilities have recently made provisions for 
foreign deals that have gone sour. Many firms have 
concluded that it is less risky to go for managing 
existing systems rather than to make new invest- 
ments. "Water and sewerage is a low-return, high- 
risk business," says the World Bank's Mr Briscoe. 

Not surprisingly, therefore, the number of firms 
willing to pitch for water business in developing 
countries is strictly limited. The only players are the 
French and the British water utilities and a handful 
of American firms. The French have been contract- 
ing out their water systems since the 19th century, 
and the British privatised their water utilities in 
1989. But in most other rich countries the water 
business is still run either by the state or by private 
firms too small to compete internationally. The pic- 
ture is very different in the electricity industry, 
where large privatised firms from many rich coun- 
tries are falling over themselves to build and run 
power plants in developing countries. So of the 
$150 billion of private infrastructure investment 
made in developing countries between 1990 and 
1995, a third went into the electricity sector and less 
than a tenth into the water and waste sectors. 

Can communities help themselves? Develop- 
ment bankers like to talk about a project in the 
slums of Orangi in Pakistan's capital, Karachi. Al- 
though the water supply in this area was reasonable 
enough, there was no system for collecting sewage, 
so it gathered in the streets, causing obnoxious 
smells and diseases. In a community project with 
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just a slither of outside funding, local people got to- 
gether to build their own sewers, contributing both 
money and labour. They kept the cost of building a 
toilet and basic underground sewage pipes down 
to 1,000 rupees ($23) per household, a fifth of the 
cost of government-run projects. Over 12 years, they 
installed sewers serving over 90,000 homes and 
contributed $2m from their own pockets. It was 
money well spent: where sewers had been built, 
property prices rose steeply. 

In north-east Brazil, too, a sewerage system com- 
bining cheaper technology and community in- 
volvement has proved a runaway success. Known 
as the “condominial” system (named after a Brazil- 
ian soap opera about the good life), it is based on a 
single sewage pipe running from house to house, 
rather than separate pipes for each house con- 
nected to a mains sewer, as in the more expensive 
conventional system. Unusually, it is local people 
who are responsible for maintaining the sewage 
piping in their neighbourhood. They have a big in- 
centive to take care of the system, because ifany one 
of them causes a blockage to his pipe, his neigh- 
bours will be in trouble too. This communal pres- 
sure means that the “condominial” system costs 
less to maintain, as well as to build, than traditional 
sewerage systems. 

Some communities have successfully taken the 
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initiative over ordinary rubbish as well as waste wa- 
ter. The rubbish business, much like sewerage, is of- 
ten ill-served by corrupt and inefficient utilities. 
Within Bangkok’s Klong Toey slum, there is one 
area relatively free of stinking refuse. Residents in 
this area pay for a scheme which rewards people 
with eggs for every bit of rubbish delivered to a col- 
lection point. This turns out to be cheaper than 
bribing official rubbish collectors to do their job. 

Yet such examples are rare, and community ac- 
tion is clearly not the whole answer. To be success- 
ful, it needs to be able to draw on an existing sense 
of community (rare in settlements of recently ar- 
rived migrants from the countryside), and on force- 
ful and charismatic local leaders. 

The scope of such schemes, in any case, is lim- 
ited to solving environmental problems caused by, 
and felt by, the community itself. Inevitably govern- 
ments or utilities will be responsible for dealing 
with sewage delivered by the community to the 
trunk mains, and for finding a final resting place 
for rubbish collected by residents’ groups. To tackle 
all the problems of waste and dirty water, therefore, 
politicians must concentrate on making public 
utilities more efficient, weeding out corruption, 
and cutting subsidies. They are faced with the same 
difficult tasks in their efforts to tackle air pollution, 
the subject of the next article. 





Yellow skies, smarting eyes 


N COLD days in Delhi, the poor light bonfires 

of tyres, trees and rags whose fumes mix with 
the exhaust from the city’s 2m vehicles to form a 
thick smog. On most days in Mexico city, a blanket 
of pollution cuts off views of the surrounding 
mountains. On one famous occasion it got so bad 
that birds fell dead out of the sky on to the Zocalo, 
the city’s main square. Throughout the developing 
world, smogs in many big cities are getting worse as 
more people use cars and more manufacturing 
firms are belching out pollution. Congestion is on 
the rise too: according to one estimate, a car in 
Bangkok now spends the equivalent of 40 days a 
year stuck in traffic. The air in Asia’s cities, like the 
water in its rivers, is particularly unhealthy, con- 
taining levels of dust and smoke several times 
higher than in the rich countries’ cities. 

Environmentalists in the developed world also 
worry about air pollution in poorer countries, not 
just out of the goodness of their hearts but because 
they fear it may affect their own backyard. Carbon- 
dioxide emissions, thought to be the cause of global 
warming, are growing particularly fast in develop- 
ing countries. So are emissions of sulphur dioxide, 
blamed for acid rain which sometimes falls hun- 
dreds of miles from the source of the pollution. 

But the harm that air pollution causes in the 
developing countries themselves is much more seri- 
ous and immediate. The biggest causes for concern 
are indoor air pollution, lead emissions and small 
particles. Indoor air pollution in poor countries is 
not much talked about, but it is often as damaging 
to health as smoking cigarettes. Around a third of all 
energy consumed in developing countries comes 


THE ECONOMIST MARCH 21ST 1998 


from wood, crop residues and dung, which are of- 
ten burnt in poorly designed stoves within ill-venti- 
lated huts. Studies of women in India and Nepal 
exposed to smoke from such fuels show that their 
death rates from chronic respiratory disease are 
similar to those of heavy smokers. 

Lead has long been known to be dangerous in 
large doses: some historians have argued that its use 
in piping and amphorae in ancient Rome caused 
many emperors to go mad, accelerating the collapse 
of the Roman empire. But only since the 1970s have 
scientists been aware that relatively small quanti- 
ties of lead in the bloodstream can be harmful to 
humans. In particular, many studies show a cor- 
relation between levels of lead in children’s blood 
and lower iQ scores, hearing loss and hyperactivity. 
In cities in developing countries, people take in 
lead mostly by breathing in air polluted by burning 
leaded petrol. 

But the kind of air pollution thought to cause 
the most damage to human health in developing 
countries is that from small particles (of less than 10 
microns in diameter, known as 
PM10). Caused by vehicle exhausts, 
coal-burning, smoke from factories 
and dust stirred up by vehicles, 
these particles easily find their way 
into people’s lungs. Although doc- 
tors disagree about the precise 
mechanism by which they cause 
illnesses, studies the world over 
have shown a strong positive cor- 
relation between levels of PM10 in 
the air and death rates. 
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Source: World Bank 





Clearing the air 
can be politically 
tricky, but need 
not cost a lot 
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Health costs* of urban air particulate pollution 
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Together, these pollutants impose a big toll. The 
World Bank estimates that in China, which proba- 
bly has the dirtiest air in Asia, air pollution in 1995 
caused 178,000 premature deaths among city- 
dwellers and 1.7m cases of chronic bronchitis. The 
bank put the total economic costs of this damage at 
$32 billion, or almost 5% of the country's GDP. Simi- 
larly, preliminary estimates of the cost of last year's 
smog across South-East Asia suggest that for some of 
the countries affected it may exceed 2% of GDP. 

Indoor air pollution is inextricably linked with 


poverty, and should therefore become less of a 
problem as living standards rise and families can 
afford to switch from dung and wood to cleaner fu- 
els such as kerosene, liquid petroleum gas and, 
cleanest of all, electricity. Energy in developing 
countries, like water, is often heavily subsidised; in 
the early 1990s, the average price paid for electricity 
by consumers in these countries was 4 cents per 
kilowatt hour, when it cost an average of about 10 
cents to produce. The usual argument for such sub- 
sidies is that they make electricity affordable for 
poorer people and thus improve their lives; but first 
those new consumers need to be connected to the 
grid, and in developing countries that privilege is 
largely reserved for the urban middle classes, who 
live in places where such luxuries are available. 

In practice, therefore, subsidies are not as help- 
ful to the poor as is claimed. At the same time they 
put a heavy burden on public spending, and they 
encourage the profligate use of power. So reducing 
subsidies and raising prices, although politically 
difficult, is a cheap and effective way of preventing 
waste. In recent years many developing countries 
have been moving in that direction. In Russia and 
Eastern Europe, manufacturing firms once kept go- 
ing by subsidised energy have been allowed to col- 
lapse; and in China, energy intensity (the energy 
consumed per unit of GDP) has dropped by 50% 
since 1980. Even so, energy subsidies in developing 
countries remain high. 

Another cheap and effective—and politically 


Living dangerously 


EVELOPING countries generally 
have bigger environmental prob- 
lems than the rich world, but some 
places are a lot worse than others. The 
ungreenest spots of all are squatter set- 
tlements. Known as favelas in Brazil, 
barrios in Venezuela and jhuggie settle- 
ments in India, these slums are similar 
the world over. They are made of flimsy 
materials such as cardboard and scrap 
metal, built on hazardous land, poorly 
served with clean water and sewerage, 
and piled high with rubbish. They are 
also huge, and still growing fast. In Asia, 
according to one estimate, a quarter of 
the urban population lives in slums. 
The way they come to be there is 
much the same the world over too. Typi- 
cally, poor migrants arrive from the 
countryside. Unable to afford legal 
housing in the city, they squat on land 
where they will meet least resistance 
from landowners: steep hillsides, river 
beds, railway cuttings or sites next to in- 
dustrial plants. Such places can be dan- 
gerous. When a hurricane hit Acapulco, 
in Mexico, last October, hundreds of 
shacks were swept away with their in- 
habitants inside them. In Rio de Janeiro 
and Caracas, thousands of homes 
perched on hillsides are washed away 


by floods and mudslides every year. 
Many victims of the accident in 1984 at 
a chemical plant in Bhopal, India, in 
which poison gas killed around 3,000 
people, were living in nearby slums. 

Once settled, squatter communities 
usually start lobbying the local govern- 
ment for legal recognition. This is often 
a long and tortuous process which be- 
comes tangled in corruption. In parts of 
Mexico, for example, squatters make 
regular payments to local politicians in 
return for promises that they will not be 
evicted, and for moves towards official 
recognition. Yet until the settlements 
are on a proper legal footing, they are 
much less likely than other areas to ben- 
efit from municipal services such as 
electricity, water supply, sewerage and 
rubbish collection. 

People in squatter communities 
also face a host of other ills, including 
high levels of crime, drug-taking and 
malnutrition. But unsanitary condi- 
tions are among the main reasons for 
high death rates. A study of Tondo, a 
squatter settlement in Manila, found 
that infant deaths were three times the 
level in legal settlements in the city. 

How can the environmental prob- 
lems of squatter communities be 


Highly irregular 
Squatter housing as a % of total 
housing stock, selected cities, 1990 





solved? Arguably municipal govern- 
ments should be quicker to invest in ba- 
sic services; but they are strapped for 
cash, and when they have it, they often 
waste it. A subtler solution is to speed up 
the process of legal recognition. If slum 
dwellers know they may be evicted at 
any time, they are unlikely to invest 
much in their homes. Conversely, slum 
projects in Latin America and Asia sug- 
gest that granting secure tenure 
prompts locals to invest in safer homes 
and better sanitation. That does not 
mean squatters should automatically 
be given ownership of land they oc- 
cupy; but it does raise hopes that, once a 
government has settled the issue of land 
title, some of the worst environmental 
problems may disappear. 
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less contentious—anti-pollution policy is for gov- 
ernments to phase out lead in petrol, or at least en- 
courage drivers to use unleaded fuel by taxing it less 
heavily. Typically it costs between 1 or 2 cents per 
litre of petrol to modify refineries to produce the 
unleaded sort, and although some drivers fret that 
unleaded fuel might damage their car engines, the 
effect is negligible. In recent years many developing 
countries, including Mexico and Thailand, have 
copied rich countries in reducing or phasing out 
lead in petrol; but others have not. In Africa and the 
Middle East, fuel with a very high lead content is 
still widely used. 

In big Asian cities, motorcycles and three- 
wheelers account for much ofthe growth in vehicles 
because they are cheaper than cars; but they emit 
huge amounts of small particles and smoke. A 
cheap solution would be for governments to make 
four-stroke engines on these bikes compulsory, or at 
least encourage their use through differential tax- 
ation. Four-stroke engines are cleaner, and al- 
though they cost more to buy (putting off many 
would-be users), they cost no more in the long run 
because they are cheaper to maintain and need less 
fuel. Thailand, persuaded by these arguments, is 
phasing out vehicles with two-stroke engines. 


Driven mad 


Governments in developing countries have found 
it relatively easy to lean on big polluters such as fac- 
tories and power stations, but much harder to per- 
suade small polluters to change their behaviour. In 
Mexico city, for example, lead levels in the air have 
fallen by 98% since 1988, largely because Pemex, 
Mexico's state-run oil monopoly, introduced 
cleaner fuels. But levels ofozone and small particles 
in the air remain dangerously high. During 1996, 
for example, there were only 39 days when ozone in 
the city's air was "satisfactory" by World Health 
Organisation standards. In 1989, when popular 
anxiety about air pollution was at a peak, the city 
government introduced a scheme known as hoy no 
circula, which banned certain classes of car from 
use on certain days of the week. It also required 
drivers to get their cars checked twice a year, and to 
get them fixed if they failed an emissions test. 
These measures produced some embarrassing 
results. Many families bought a second car—often a 
cheaper and more polluting one—so that they 
could drive on the days when their first car was off 
the road. The total number of journeys made by 
each family went up. A recent World Bank study 
concluded that in the longer run the hoy no circula 
programme actually added to air pollution. The in- 
spection of cars, meanwhile, was undermined by 
corruption: many private garages offered to get cars 
through the emissions test in exchange for a bribe. 
Now both schemes have been revised and im- 
proved. Inspections of cars, for example, are now 
carried out in fewer, more tightly controlled cen- 
tres, and everything is videotaped by government 
regulators. But there are plenty of other places 
where regulations are widely ignored. China, for ex- 
ample, does not bother too much about enforcing 
its extremely lax emission standards, which permit 
some 40 times more carbon monoxide and eight 
times more nitrogen oxides than American stan- 
dards. In Bangkok, regulations to reduce the 
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Essential equipment 


amount of dust billowing from the city's numerous 
construction sites are widely flouted. 

The obvious way to avoid the pollution prob- 
lems so common in cities in developing countries 
is to plan their growth more carefully, so that peo- 
ple have less need to move around by car or motor- 
bike. Most of these cities have grown haphazardly, 
with migrants from the countryside building illegal 
settlements (see box, previous page). Many of the 
biggest cities in developing countries, including 
Sao Paulo, Mexico city and Jakarta, have sprawled 
outward, rather like cities in North America. A bet- 
ter model might be the denser cities of Europe 
where people need to travel shorter distances and 
rely less on cars. Investment in public transport can 
help, although governments in developing coun- 
tries are often tempted to spend on hugely expen- 
sive systems—such as underground railways— 
when buses running on exclusive bus lanes would 
do the same job much more cheaply. 

The Brazilian city of Curitiba seems to have 
cracked some of the problems of urban planning. 
Its population has grown from only 300,000 in 
1950 to over 2m today, but the local government 
managed the flood of migrants by channelling ur- 
ban growth along five corridors stretching away 
from the city. Each corridor is served by a road with 
exclusive lanes for high-speed buses. Although Curi- 
tiba is relatively wealthy, with high rates ofcar own- 
ership, it has cleaner air and lower petrol consump- 
tion than most comparable Brazilian cities. 

Urban planners continue to debate whether it is 
environmentally friendlier to concentrate a city in 
a single, densely populated urban area or to de- 
velop a number of smaller, densely populated 
"nodes" separated by green space and linked by fast 
transport. Whatever they do, some sort of plan for a 
city's growth is better than no plan at all. In many 
cities in developing countries, maps of urban areas 
are decades old, the planning process is governed 
by kick-backs, and the various departments respon- 
sible for transport, zoning laws and environmental 
protection barely talk to each other. No wonder 
such a mess on the ground makes a mess in the air. 
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Even for poor 
countries, 
destroying forests 
rarely makes 
economic sense 





Stumped by trees 


ARAGOMINAS, a sweltering, mosquito-ridden 

town in the north of Brazil, is the stuff of an 
environmentalist’s nightmares. The air is bitter 
with sawdust and smoke. Dozens of sawmills are 
slicing up prime rainforest tree-trunks, and each is 
surrounded by dozens of charcoal kilns spewing 
out black smoke. For hundreds of miles around, the 
landscape is bare of trees except for the odd stump. 
No one takes any notice of government regulations 
that restrict logging, explains a manager at one of 
the sawmills; and if officials try to enforce them, 
they can easily be bribed. “Everyone is out for a 
quick buck here,” he says. 

Yet Brazilians get annoyed when environmen- 
talists from developed countries start moaning 
about the destruction of the rainforests. Most of the 
arguments for preserving the forests, they point out, 
are something of a rich man’s luxury. They are 
about nebulous worries for the medium-term fu- 
ture, not about a developing country’s crying need, 
here and now, to improve its people’s living stan- 
dards. Besides, satellite pictures show that despite 
decades of exploitation, over 85% of Brazil's Ama- 
zon jungle region is still covered in trees. So why, 
ask Brazilians, should they not be allowed to put 
some of their forests to commercial use? 

The best answer is that rapid deforestation is 
rarely in the economic interest of the country con- 
cerned. More often it is due to a combination of bad 
policies, population growth and poverty. In some 
parts of the world, such as the highlands of Bolivia, 
Peru and Nepal, and in the countryside surround- 
ing many fast-growing cities in Africa, trees are lost 
because the poor use wood for fuel. Elsewhere the 
culprit is war. During Cambodia’s long civil war, 
both the government and the Khmers Rouges fi- 
nanced their military operations partly through 
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logging.Since the 1970s, around half of Cambodia's 
forests have disappeared. Another reason for forest 
depletion is the slash-and-burn method of cultiva- 
tion employed by the poorest farmers. In East Asia, 
environmentalists think that the recent economic 
troubles will hurt the forests as poor families lose 
their city jobs and return to the countryside. 

More intensive farming technology can help, by 
reducing the amount of land that poor families 
need to reclaim from forests to feed themselves. In 
parts ofthe Brazilian Amazon, where smallholders' 
farming techniques are still very basic, a local envi- 
ronmental group has helped reduce forest loss in 
one community by getting farmers to adopt a few 
simple improvements, such as planting their crops 
in rows rather than scattering seeds, and using hoes 
for weeding. The biggest potential gains from ap- 
plying existing farming technology could be 
achieved in sub-Saharan Africa, where the use of 
fertiliser, for example, is running at only a quarter 
the level in India. 


Perverse incentives 


Commercial logging, too, is a big cause of deforesta- 
tion. Demand for industrial timber is expected to 
increase from around 1.6 billion cubic metres a year 
in 1995 to 1.9 billion cubic metres in 2010, driven by 
rising standards of living. Developing countries 
with hot climates have a competitive advantage in 
this market, simply because trees grow much faster 
than in temperate climates. But plantation forestry 
can be as profitable as chopping trees from virgin 
forest, and has the obvious advantage that growers 
can choose which species to cultivate. The main rea- 
son why virgin forest is being cut down is not so 
much the simple pursuit of profit but a set of per- 
verse economic incentives. 
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A living from dead trees 


In the Brazilian Amazon, between the 1960s 
and the early 1990s the forest shrank largely be- 
cause the government intended it to. Brazil’s mili- 
tary rulers saw the region as a safety valve for the 
overpopulation, landlessness and poverty in the 
country’s crowded coastal region; they also feared 
that a thinly inhabited Amazon was an invitation 
to foreign invaders. 

In their attempt to give “the land without peo- 
ple to the people without land”, the authorities 
colonised the region and built roads and schools. 
Newcomers qualified for ownership of a plot of 
land simply by clearing the trees on it. But usually 
the soil of cleared Amazon rainforest proved un- 
suitable for agriculture: after a few years crops 
would begin to fail, forcing farmers to deforest yet 
more land. The government also offered tax breaks 
to companies spending money on approved devel- 
opment schemes in the region. Firms poured in, 
many of them setting up giant cattle ranches. 

In the early 1990s some of the more obvious in- 
centives to wreak environmental havoc were dis- 
mantled. Partly to appease the green lobby abroad, 
the Brazilian government also passed a series of in- 
creasingly tough laws—first prohibiting landown- 
ers from logging more than 50% of their land, then 
lowering the limit to 20%. Yet satellite data released 
at the beginning of this year show that deforesta- 
tion in the Brazilian Amazon in 1995 reached an 
alltime high of 29,000 square kilometres, an area 
about the size of Belgium. The figure for 1996 was 
down, but at 18,100 square kilometres still substan- 
tial. Why the continuing destruction? 

On the face of it, the problem appears to be that 
existing rules are simply not enforced. Ibama, Bra- 
zil’s environment agency, has a small number of of- 
ficials to police a vast region. Last year it collected 
just 6% of the fines it levied. The Brazilian govern- 
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ment has estimated that 80% of the timber in the 
region is harvested illegally. But a visit to a town 
such as Paragominas suggests that effective enforce- 
ment would take a lot more than hiring extra in- 
spectors. The atmosphere is that of a frontier region 
where no one quite knows who owns the land and 
property disputes are often settled by violence. Ev- 
eryone milks the forest for what they can get. 

Because of confusion over land titles, conflicts 
often flare between Indians, squatters and loggers. 
Many owners deliberately do not register their 
property with the authorities because they fear it 
might restrict their logging. But they also burn trees 
as a sign of occcupation to discourage invasions 
from the country’s militant landless. 

Insecurity of land tenure explains the continu- 
ing popularity of cattle ranching in the region: if 
someone else takes the land, at least the cattle can be 
moved on. That same insecurity of tenure also 
means that plantation forestry, however sensible in 
theory, does not stand a chance in practice. Land- 
owners would have to wait perhaps 20 years to har- 
vest the trees, during which time squatters or acci- 
dental fires could easily wipe out their investment. 

Deforestation in Indonesia—which last year 
caught the world’s attention by producing a series 
of catastrophic smogs—has a similar tangle of 
causes. As in Brazil, the government had an official 
programme encouraging millions of people to 
move from the crowded islands of Java and Bali to 
less densely populated but heavily forested islands 
such as Kalimantan, Sumatra and Irian Jaya. And as 
in Brazil, property rights in the forests are often ill- 
defined, leading to violent conflicts between locals, 
migrants and forestry firms. Traditional adat law, 
which has governed the use of forest lands until the 
past few decades, clashes with more recent logging 
concessions handed out by the government in Ja- 
karta, and fire is used as a weapon by both sides. 
Small farmers sometimes burn trees planted by big 
forestry companies, and large firms have in turn 
burnt land to drive out smallholders. 

But whereas Brazil has abandoned government 
policies that explicitly encourage deforestation, In- 
donesia is further behind. The government levies 
high export taxes on unprocessed logs to help the 
domestic wood-processing industry. This has kept 
domestic timber prices below world levels, provid- 
ing forestry firms with an implicit subsidy esti- 
mated at over $2 billion a year, but also encourag- 
ing them to use logs inefficiently. Government 
concessions to log a particular area have been 
handed out in what development bankers call “a 
non-transparent fashion” (ie, to friends of President 
Suharto's family), and for periods too short to give 
the firms an incentive to look after the forest. Only 
now, under pressure from the Imr, has the govern- 
ment promised to reform the timber trade. 

In sum, the sort of policies that might help 
developing countries to reduce their rate of defor- 
estation are also the sort of policies that are likely to 
promote economic growth: upholding the rule of 
law, securing property rights, weeding out corrup- 
tion and reducing subsidies. That may seem obvi- 
ous, but it challenges an assumption still widely 
held in rich and poor countries alike: that rapid 
development and rapid deforestation must go 
hand in hand. 
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Will there be 
enough of them? 


As long as that belief persists, the pleas of the 
rich world’s environmentalists will be seen as 
somewhat other-worldly. They want to preserve the 
forests for two main reasons: because burning them 
could eventually contribute to world climate 
change, and because they know that forest loss will 
reduce biodiversity. Both are worries for the longer 
term, although recent research suggests that burn- 
ing trees is now beginning to affect the local climate 
of the Brazilian rainforest too, making it drier and 
more liable to accidental fires. 

A loss of biodiversity will not start to show up 
until well into the next century, but it is an issue that 
gets environmentalists really excited. According to 
one estimate, tropical rainforests contain around 
half of all the world’s species—far more than the 
temperate forests of Europe and America. (The Am- 
azon forests also contain about 400 human tribes, 
which are gradually being squeezed out.) The deple- 
tion of rainforests is being blamed for the increas- 
ingly rapid rate at which the world is losing species. 
But scientific understanding of species loss, and its 
potential dangers, is riddled with uncertainties. 


Life’s rich pattern 

Scientists have little idea how many species exist in 
the first place. Recent estimates range from 7m to 
20m. According to the Global Biodiversity Assess- 
ment, a UN-sponsored report in which about 1,000 
scientists have had a hand, a good working estimate 
is between 13m and 14m species. But of that num- 
ber, says the report, only about 1.75m have been 
scientifically described. 

If scientists have no clear idea how many spe- 
cies exist in the first place, rates of loss are necessar- 
ily even harder to divine. Since 1600, over 480 ani- 
mal species and 650 plant species are recorded as 
having become extinct. But since the vast majority 
of all species are unknown, rates of loss of known 
species are not much of a guide to anything. Be- 
sides, species thought to be extinct occasionally pop 
up from nowhere. So scientists rely on a crude cal- 
culation. They have a very rough idea, from a num- 
ber of detailed studies, how many species are likely 
to be lost if the size of a particular habitat—a tropi- 
cal forest, say—is reduced by a certain amount. They 
then apply this number to the total area of tropical 
forest lost each year (another very approximate fig- 
ure, often derived from incomplete satellite data). 
Using this method, scientists working on the Global 
Biodiversity Assessment have estimated that, if cur- 
rent rates of forest loss continue over the next 30 



















More than meets the eye 
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years, the number of species in tropical forests will 
fall by 5-10%. 

Losing species, even bugs and spiders, might 
matter for a number of reasons. Ecosystems con- 
taining a broad diversity of species and genes are 
generally better able to adapt to changing condi- 
tions than those with just a handful of species, how- 
ever abundant. Genetic variation is nature's insur- 
ance against all sort of eventualities. It might help 
cushion, for example, the impact of a sudden 
change in the world's climate. It also can help re- 
duce the effect of disease. The Irish potato famine 
was so devastating because in the 19th century only 
a few varieties of potato were planted in Ireland, 
and these all happened to be vulnerable to the same 
disease. At present almost all the world's food crops 
are based on a mere nine species of plants, but in 
the future any of thousands of other species might 
prove invaluable. Today's apparently useless spe- 
cies may contain tomorrow's medicine. 

To rich-world inhabitants, the best arduments 
for preserving the rainforests are spiritual: that the 
diversity of life is a wonder of nature, whether it has 
a practical application or not; and that it is good to 
hold on to some wildernesses in the world. But for 
developing countries trying to lift themselves out of . 
poverty, such arguments seem utterly irrelevant. 





Loaves and fishes 


OW long will the world’s resources last? The 
answer depends on whom you ask. Among 

the prophets of doom was Thomas Malthus, who 
argued 200 years ago that the world’s population 
was increasing geometrically but food supplies 
only arithmetically, so unless population growth 
was checked, the food would run out. More recent 
doomsters include the Club of Rome, an interna- 
tional think-tank which in the 1970s gave warning 
of an impending scarcity of vital minerals; and a 


host of modern-day environmentalists, who are 
worried about the demands on resources made bya 
world that is not only getting ever more populous 
but also steadily richer. Such predictions, however 
humourless, often make the headlines. By contrast, 
the prophets of abundance, who insist that no crisis 
is looming, get little media coverage. They are irre- 
pressibly, sometimes irritatingly, optimistic. So far, 
they have also almost always been right. 

Since 1950 the world's population has more 
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Whose fish is it? 


Total marine fishery production, m tonnes 
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Source: FAO 
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than doubled, but food output has more than tre- 
bled. True, there have been famines, but they were 
brought about by catastrophes such as civil wars 
and droughts, not the world's innate inability to 
feed itself. Contrary to predictions, vital commod- 
ities such as coal and copper remain abundant. Oil 
reserves, which in the 1970s were thought to be in 
danger of running out, have grown mightily since 
then. For the past few decades the trend in prices of 
most widely used minerals and metals has been 
downwards, reflecting a faster increase in supply 
than in demand. 

Now the debate is about to enter a new phase. 
Over the next few decades the prophets of doom 
and abundance will turn their attention to three re- 
sources—grain, fish and water—which are particu- 
larly important to developing countries. This time 
proving the doomsters wrong may prove trickier. 


Catch as catch can 


Take them in turns, starting with fish. The world's 
fish harvest has risen from 49m tonnes in 1965 to 
over 110m today, but in recent years some worrying 
trends have emerged. Much of the recent increase 
has come from farmed fish. Among the catches of 
wild fish from the sea, fewer have been of high- 
value species (such as cod and haddock) and more 
of less desirable kinds (such as anchovy and pil- 
chard). According to the United Nation's Food and 
Agriculture Organisation—not a body given to hys- 
teria—around 6096 of the world's various commer- 
cial fish stocks are now being harvested near or be- 
yond sustainable levels. 

The decline in stocks has caused strife between 
otherwise peaceful nations. Canada and Spain had 
a serious row about Greenland halibut a few years 
ago, and the Malaysian navy has killed Thai fisher- 
men suspected of illegal fishing. As rich countries 
have depleted their stocks of fish, they have im- 
ported growing quantities from developing coun- 
tries, who now catch far more fish than they do (see 
chart 9). In 1995 fish exports from developing coun- 
tries were worth $23 billion, more than their earn- 
ings from meat and cereal exports combined, ac- 
cording to calculations by the Washington-based 
International Food Policy Research Institute. But if 
overfishing continues it could hurt poor countries, 
because their people rely more heavily on fish for 
protein than do rich-world dwellers. 

Fish, it would seem, are proving Malthus right. 
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But overfishing is not so much the inevitable result 
of population growth as the outcome of perverse 
policies. Fishermen the world over have little incen- 
tive to conserve stocks. They know that if they do 
not take all the fish they can, others will. Govern- 
ments are now trying harder to enforce restrictions 
on fishing, in some cases using satellites to track 
boats. But developing countries have neither the 
money nor the technology to regulate their millions 
of subsistence fishermen; and in rich and poor 
countries alike, rules are still widely flouted. 

This so-called “tragedy of the commons” is 
made worse by the huge subsidies governments pay 
to keep their fishing industries afloat. One recent 
study puts worldwide fishing subsidies at $21 bil- 
lion a year, a quarter of the industry’s annual reve- 
nues. These subsidies help explain why the world’s 
industrial fishing fleet has grown twice as fast as 
fish catches over the past 20 years and why, in spite 
of overcapacity in the industry, few fishing boats 
are being retired. Although most subsidies are paid 
out by governments in rich countries, they are hav- 
ing an increasing effect on fishing in developing 
countries. Many subsidised rich-world vessels are 
now fishing in the waters of poor countries, either 
illegally or after paying for licences. 

Next, consider cereals, the main source of food 
for most of the world. In 1995 and 1996 grain prices 
rose rapidly and world cereal stocks fell to record 
lows, causing an upsurge of panic at the prospect of 
a world food crisis. Last year grain prices resumed 
the downward trend they had been maintaining 
over many decades. The blip, it seemed, was caused 
by a series of one-off events: unusual weather, the 
collapse of Russian agriculture, and reform of farm 
subsidies in America and Europe. 

But some analysts fear there could be more trou- 
ble in store. The title of one recent scaremongering 
book by Lester Brown, an environmental cam- 
paigner, spells out one of their worries: “Who Will 
Feed China?" (W.W. Norton, 1995). In 50 years’ time, 
they say, not only will the world's population have 
almost doubled, but many more people will be able 
to afford meat, which will make huge demands on 
the supply of cereals. To produce a kilo of beef, for 
example, takes an average of seven kilos of 
feedgrain. Between now and 2020, about 80% of the 
increase in demand for cereals is likely to be in 
developing countries. 

Trouble has already arrived for the 800m peo- 
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ple in developing countries who are chronically un- 
dernourished. But their problem is poverty rather 
than an overall shortage of food supplies: if all the 
world’s grain were distributed evenly, there would 
be more than enough for everyone's needs. But will 
overall supplies continue to keep up with demand? 

There are some unsettling signs. The technol- 
ogies of the "green revolution" that dramatically 
boosted grain supplies in the 1960s and 1970s—irri- 
gation, farm chemicals and higher-yielding strains 
of cereals—appear to be running out of steam. The 
growth in cereal yields in developing countries has 
slowed down from 3% a year in the 1970s to around 
2% in the 1980s and 1990s. In Asia vast tracts of irri- 
gated land have become either waterlogged or too 
salty to support crops. Many insects and fungi are 
developing resistance to chemical pesticides. 

There are only two ways to increase grain out- 
put: by taking more land into production or by 
boosting yields. The first may well be possible: of 
the estimated 3.3 billion hectares of land thought 
capable of supporting agriculture, only around 
750m hectares is used today. But the land not cur- 
rently under cultivation is generally less fertile, and 
converting it to agriculture would mean clearing 
huge areas of forests and prairies, causing environ- 
mental destruction on an unprecedented scale. 

Clearly a further boost in yields is the better bet. 
Applying existing technologies to farms in poor 
countries will do some good, as it has done in the 
Brazilian Amazon. Beyond that, it is up to scientists 
to devise strains of cereals with even higher yields. 
Their job should have become easier thanks to bio- 
technology, a powerful new tool in plant breeding. 
Unlike conventional plant breeding, biotechnol- 
ogy allows scientists to pinpoint useful traits in 
plants (such as resistance to drought or disease) 
with great speed. It also allows them to transfer 
genes from entirely different organisms, such as 
bacteria, into plants (see next section). For now, it 
seems that the best reason for disbelieving the 
prophets of doom is that man's scientific ingenuity 
has always found solutions in the past. It may be 


nerve-wracking to rely on that, but there is no real 
alternative. 

The main problem with water, the third item on 
the list, is the lack of it in some parts ofthe world. All 
but 1% of the water on earth comes in the form of 
either salty seas or ice locked up in glaciers. Evenly 
distributed, that tiny share of fresh water would be 
ample to cover all conceivable human needs for the 
next century at least; but like grain, it is unevenly 
spread. Africa, Asia and Europe have far less fresh 
water per head of population than North and 


South America (see map). In 1990, 20 countries suf- | 


fered chronic water scarcities (that is, their yearly 
supply was less than 1,000 cubic metres of water per 
head), most of them in North Africa and the Middle 
East. By 2025, the World Bank expects the number 
to rise to 34. The conventional wisdom now is that 
the wars of the next century will be over water. 


Cut and dried 

Many cities, including Mexico city, Bangkok and Ja- 
karta, have been subsiding in recent decades as un- 
derground aquifers have been drained by growing 
populations. More than half of China's 600 cities 
suffer water shortages. In parts of the North China 
plain, water tables are falling by as much as a metre 
a year. Iraq, Turkey and Syria squabble over the use 
ofthe Tigris and Euphrates rivers, and Israel and its 
neighbours have a long-running argument over the 
Jordan river. 

Cities are also being forced to rely on ever more 
expensive sources of water as local ones become de- 
pleted or polluted. Amman in Jordan is now pump- 
ing water uphill from 40 kilometres away, and 
Mexico city has a similar scheme. The technology 
for converting sea water to fresh water is well estab- 
lished, but the cost is prohibitive. And no one has 
yet cracked the economics of another much-touted 
idea: towing icebergs to the Middle East. 

A cheaper and more attractive solution to the 
shortages is to reduce demand for water. In devel- 
oping countries irrigation accounts for 8096 of wa- 
ter use, but most of the water just drains away. Part 
of the blame lies with the huge subsidies that gov- 
ernments pay towards irrigation. Farmers in devel- 
oping countries, just like city households con- 


nected to water mains, pay only a small fraction of 


the cost of supplying that water. In Bangladesh, Ne- 
pal and Thailand, according to the Asian Develop- 
ing Bank, water charges collected amount to less 
than a tenth of the cost of supply. Raising water 
charges would encourage conservation without 
necessarily cutting back food production by much. 
Farmers would have an incentive to invest in tech- 
nologies that use water more efficiently. One exam- 
ple is drip irrigation, a system pioneered in Israel's 
Negev desert that directs a small amount of water 
precisely to the root of each plant. 

The loudest opposition to such changes will 
come from the people who benefit most from the 
present system: comfortable landowners rather 
than peasant smallhoiders. Only here and there— 
for example, in a few cities in China—are politi- 
cians serious about raising water prices. To tackle 
water scarcity requires political courage, which is 
why, on that subject, this survey sides with the 
prophets of doom. 
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A 'N 1996 the United Nations held a “World Food 

ee |  ASummit" in Rome to draw the world's attention 

| | to the plight of 800m malnourished people in 

.| developing countries. But much ofthe media cover- 

| age was hijacked by a group of women environ- 

mentalists who stripped naked and brandished 
| signs at America's agriculture secretary. They were 
| protesting about genetically engineered soyabeans 
| produced by an American company. Many Euro- 
|. pean governments and aid agencies, besieged by lo- 
| - cal environmental groups, have become less keen to 
$ i fund research on genetically modified crops that 
| might be grown in developing countries—even 
though these may help to prevent hunger. _ 

—] ^ This is just one example of how well-inten- 
| tioned environmentalists in rich countries can 
| sometimes work against developing countries’ in- 
| terests. Another is the campaign by rich-world 

z | green groups against the construction of large dams 

>; in developing countries. Under pressure from 

. groups such as the California-based International 

Rivers Network, both the World Bank and the Asian 

Development Bank have become much more reluc- 

-| tantin recent years to finance such dams. Big dams 

^ | have clear environmental disadvantages. The reser- 

4 | voirs they create can displace thousands of families 

- | and submerge large forests. But does that mean they 

— | should never be built, as some rich-world environ- 

4 Ay mentalists argue? In the right places, dams can help 
| control floods, irrigate crops and generate electric- 
| ity cheaply and cleanly. The rich countries have al- 
| ready built dams in many suitable locations, but 
| Asia, Latin America and Africa have barely started. 
| Good intentions apart, rich-country greens 
| worry about the environment in developing coun- 

. | tries because of its knock-on effect for the rest of the 
| world. They lobby international bodies, such as the 
| World Bank, and put steam behind the negotiation 
| ofglobal environmental treaties, such as that on cli- 

.] mate change. This subject, also known as “global 

-| warming" or “the greenhouse effect”, is perhaps the 

best example of conflicting priorities between the 

<| rich and the poor world. For the moment only rich 
; | countries have agreed to targets to reduce their 
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emissions of greenhouse gases such as carbon diox- 
ide (released by burning coal, oil and gas). But devel- 
oping countries too are coming under pressure to 
set themselves such targets. By around 2010 their 
carbon-dioxide emissions are expected to overtake 
emissions from rich countries. Climatologists 
dread the day when a billion or so Chinese can af- 
ford cars. | 

However, nobody can be sure what it will mean. 
The state of knowledge on climate change was 
summarised in a report by the Intergovernmental 
Panel on Climate Change, a big group of scientists 
brought together by the un (which excludes the 
views ofa handful of scientists who think the theory 
of global warming is nonsense). This respectable 
body came up with the unsensationalist conclu- 
sion that "The balance of evidence suggests that 
there is a discernible human influence on the 
global climate.” On current trends, it reckoned, av- 
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erage global temperatures could rise by 2 degrees 
centigrade by 2100, bringing more storms, floods 
and droughts. 

No scientist doubts that there is a natural green- 
house effect: without a protective layer of gases such 
as water vapour and carbon dioxide, the earth 
would reflect back much more of the heat it receives 
from the sun, and temperatures would plummet. 
No scientist doubts, either, that as man burns more 
fossil fuels, such as oil and coal, the concentration 
of these gases in the atmosphere increases. But there 
is plenty of uncertainty about how (and how rap- 
idly) man-made greenhouse gases will affect the cli- 
mate, given the huge range of other variables at 
work. Scientists have an imperfect understanding 
of the interaction between the oceans, the clouds 
and the weather. The oceans give out (and absorb) 
far more carbon dioxide than is created by man’s 
activities. 2 


Climate of fear : 
Among the many factors unconnected with man 
that influence the climate are changes in the inten- 
sity of the sun's energy, the eruption of volcanoes, 
natural phenomena such as the El Nino weather 
pattern and long-run shifts in the earth's orbit 
(which are thought to have caused past ice ages). 
Measurements taken on the earth's surface show 
that the global average temperature has risen by 
around half a degree centigrade during this cen- 
tury, but not in a straight line. Between 1940 and 
the mid-1970s temperatures appeared to be roughly 
stable. And measurements taken by satellite of the 
temperature of the earth's atmosphere (which go 
back only to 1979) show a flat trend. | 

If man-made climate change is indeed on its 
way, it may hurt some developing countries more 
than others. Low-lying countries such as Bangla- 
desh could suffer particularly badly from floods; 
others might even benefit through increased farm 
output. Climate change may or may not kill people 


in significant numbers, and if it does, the worst ef- 


fects are not likely to be felt until some time next 
century. On the other hand, local air pollution is 


definitely contributing to the early deaths of mil- - 


lions of city-dwellers in developing countries right 
now. So it is hard to argue that these countries 
should divert resources to reducing their green- 
house-gas emissions since the same money could 
save many more lives with greater certainty. 

Some measures—such as reducing fossil-fuel 
subsidies—would cut harmful urban air pollutants 
while also, incidentally, curbing carbon-dioxide 
emissions. But such measures can only go so far. 
Coal, oil and gas are still much the cheapest fuels. 


Renewable forms of energy, such as solar and wind - 


power, make economic sense only in remote areas 


where extending the electricity grid would be ex-. 


pensive. Developing countries are therefore right to 
argue that if rich countries are worried about global 
warming, they should bear the economic brunt of 
switching away from fossil fuels. 

As for those genetically engineered plants, are 
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rich-world greens right to want to ban them? They 
are worried about a variety of risks: that the plants 
might be dangerous to eat; that they could become 
devastating weeds; and that perhaps they would 
spread unpredictable strains of bacteria. But with 
any of these hazards, it is hard to see why the risks 
would be of a different order from those associated 
with crops bred by traditional methods. 


It's unnatural 


Greenpeace, the rich world's noisiest environmen- 
tal campaigning group, cites an experiment in 
which a gene from a Brazil nut was transferred into 
a soyabean. People allergic to Brazil nuts were 
found to be allergic to the modified soyabean as 
well. But this health risk was picked up by safety 
tests long before the food reached the shops. The in- 
cident simply shows that, as with any new food 
containing a mix of ingredients, regulators need to 
be vigilant. 

Genetically-modified crops might turn into 
weeds by escaping from farms, or by interbreeding 
with other species. Some of the characteristics that 
scientists genetically implant into crops—such as 
resistance to insect pests—could make them as suc- 
cessful off the field as on it. But the same is true of 
traditionally bred crops, many of which have in- 
deed become weeds. 

The fear over bacteria springs from one of the 
methods used for genetically modifying crops. Sci- 
entists employ "marker" genes to trace the insertion 
of DNA into a plant. These marker genes often con- 
fer resistance to antibiotics to the plants. Environ- 
mentalists worry that such antibiotic resistance 
might somehow be passed on to bacteria when the 
plant decays or is digested, making the bacteria 
more intractable. Yet there are no substantiated re- 
ports of antibiotic-resistance genes jumping from a 
plant to a bacterium. Moreover, bacteria in their 
natural state already contain thousands of antibi- 
otic-resistance genes. 

Within rich countries, environmentalists’ con- 
cerns raise intriguing philosophical questions. 
Their campaigns often pinpoint issues that involve 
a conflict between preserving the natural order of 


things and changing it either through new technol- 
ogy (such as genetic engineering) or through eco- 
nomic growth (leading, for example, to the in- 
creased use of cars) The environmentalists’ 
underlying assumption is that nature, free of man's 
interference, is generally benign and stable; yet 
much of the scientific evidence suggests otherwise 
(for instance, the climate is subject to big natural 
fluctuations; many plants are poisonous). Should 
preserving the natural order of things be a goal in 
itself? Or should there be some scope for playing 
around with nature (risk changing the climate, say, 
or altering the DNA of crops), the better to serve 
mankind's material needs? 

For developing countries, such philosophical 
questions are largely irrelevant. Their most pressing 
environmental problems involve immediate hu- 
man suffering, not some putative future distur- 
bance of the natural order; and the solutions lie 
mostly in policies that foster, rather than hold back, 
economic growth. Many politicians in these coun- 
tries still harbour the suspicion that concern about 
the environment is a rich-world luxury. Eager to ap- 
pear "green" to an international audience, they 
pass strict environmental regulations, but do noth- 
ing to enforce them. 

Remember Friedrich Engels's description of the 
rigours oflife in 19th-century London? Hundreds of 
millions of people in cities all over the developing 
world are now enduring similar conditions. The 
problems of putrid water and polluted air are 
largely—but not inevitably—the result of rapid in- 
dustrialisation and urbanisation. 

In an ideal world, rich countries would give 
more attention—and aid—to these basic environ- 
mental problems in developing countries; but their 
environmental agenda is dictated by domestic 
politics and home-grown green fashions, so govern- 
ments in developing countries will have to face up 
to tackling most of these problems themselves. If 
they fail, they will be risking not just the health of 
their citizens but possibly the health of capitalism 
too. People might start to assume, wrongly, that cap- 
italism and foul living conditions are natural bed- 
fellows, just as Engels did last century. 
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rown shuffles the pack 


Did Middle Britain really get off scot-free in Gordon Brown's budget? 


UST after half past four on March 17th, a 
J sigh of relief went up from the snug bars, 

golf clubs and four-bedroom semis of 
the United Kingdom. Gordon Brown had 
finished his budget speech, and the blows 
for which Middle Britain had braced itself 
had not fallen. As expected, the budget con- 
tained expensive-looking measures “to 
make work pay” for those at the bottom of 
the economic pile. There was a long-adver- 
tised “Working Families Tax Credit”, com- 
plete with subsidies for child care, and a re- 
form of national-insurance contributions 
(NICS, payroll taxes paid by both employers 
and employees). Better-off Britons had ex- 
pected all this, and a fiscal assault to make 
them pay for it. Yet Mr Brown left their 
most cherished tax breaks virtually intact. 
And yes, it was still true when they woke up 
the next morning. It said so in the Daily 
Telegraph, their favourite newspaper: 
"Brown spares middle class." 

The most surprising survivor was tax re- 
lief on mortgage-interest payments. Last 
July Mr Brown cut the rate of relief from 
1596 to 1096 from April 1998, and had been 
tipped to scrap it altogether. Then there was 
child benefit, which Mr Brown has long 
wanted to tax. He said that he still might, 
for top-rate taxpayers, but in April next year 
he is raising it across the board. He backed 
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down on the taxation of savings: there will 
be no lifetime limit on contributions to 
new tax-free individual savings accounts; 
and money already in special share 
schemes will stay tax-free. And, glory be, Mr 
Brown even raised the threshold at which 
inheritance tax is paid, from £215,000 
($361,000) to £223,000. Heads were shaken 
on the Labour benches, and gin-and-tonics 
were raised across the land. 

So how did Mr Brown manage to help 
the poor without antagonising the better- 
off? Certainly not by simply spending 
more than is in the coffers. Mr Brown has 
almost made a fetish of words like “pru- 
dence” and “stability”. In 1998-99, it is true, 
he will spend £1.5 billion more than he said 
he would, having bound himself to keep 
the Tories’ pre-election promises. But that 
will be paid for by saving the same amount 
this year, and is mostly earmarked for 
health (£500m), education (£250m), public 
transport (£175m) and the government's 
rainy-day reserve (£500m). 

Part of the answer is that many of the 
chancellors reforms will cost no one any- 
thing for a while. The Working Families Tax 
Credit will not come in until October 1999. 
On top of that, no one knows how much 
the child-care subsidy will eventually cost 
(see next article); higher taxes may yet be 





needed to pay for it. 

Even so, there is already a bill for Mr 
Brown's efforts to make work pay. The 
WFTC will cost £420m in 1999-2000, and 
£1.35 billion in its first full year. On top of 
that, the chancellor is removing the "entry 
fee" for employees’ Nics. At present, work- 
ers must pay 2% of all their wages once they 
reach £64 a week. Only earnings above that 
threshold will face a levy from next year, 
costing £1.2 billion and £1.35 billion in 
2000-01. Eventually, Mr Brown wants to 
raise the threshold to £81. 


Your bill, sir 


Who pays? Three groups are set to be clob- 
bered, all connected to Middle Britain. Top 
of the list is business. Because big compa- 
nies will start paying corporation tax quar- 
terly, they will pay it sooner, bringing an ex- 
tra £1.6 billion into the Treasury in 1999- 
2000 and £2 billion the year after that. Next 
ccme motorists. Higher taxes on petrol are 
set to bring in an extra £1 billion-plus in 
each ofthe next three years. Then come buy- 
ers of properties worth more than 
£250,000, who will have to pay more tax— 
£520m more in 2000-01. 

Middle Britain will pay in more subtle 
ways, too. Take the changes to employers' 
NICs. From April 1999 Mr Brown is abol- 
ishing the entry fee here too, which also 
kicks in at a rate of 2% at £64 a week. The 
rate rises in steps to 10% on pay of £210 or 
more. From next year, employers will pay 
nO NICS at all on earnings below £81, and a 
single rate of 12.2% will apply on every 
pound after that. 

This change will help the low-paid, by 
making them less expensive to employ, and 
by removing the incentive to keep their 
wages just below steps in the nics schedule. 
But so that it will cost the government noth- 


From richer to poorer 

. Change in di ble income resulting 
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BRITAIN 
ing, it will cost more to employ people on 
higher incomes—in fact, anyone earning 
more than £450 a week will be costlier to 
employ. So Middle Britain will pay. Ah, but 
surely this is a tax on employers, not work- 
ers? Formally, perhaps; actually, says ele- 
mentary economics, no. It is simply a tax on 
labour. Employers will bear some of the 
burden, in lower profits; so will employees, 
in lower pay and perhaps fewer jobs. 
Given that Mr Brown wants to concen- 
trate his resources on families with low in- 
comes, it should be no surprise that the bet- 
ter-off will pay most. In Mr Brown’s first 
two budgets, that is exactly what has hap- 
pened, according to the Institute for Fiscal 
Studies, a research group. Poor households 
stand to gain from the chancellors changes 
and richer ones stand to lose a little (see 
chart on previous page). 


y. PICO Twi 


None of this, of course, is to suggest that 
Mr Brown is wrong to redistribute from 
rich to poor. Many Britons would say that 
such a change is long overdue. What is re- 
markable, however, is that Mr Brown has 
managed to give the impression of giving 
to the poor without taking from the rest, all 
without spending any more. It can't be 
done, and he hasn't done it. 

It would, however, have been better to 
take from the middle classes differently. 
How? By scrapping the mortgage-interest 
subsidy, for one thing. By concentrating 
child benefit on those who really need it, 
for another. That might have been better 
economics, but it would have been much 
worse politics. Kenneth Clarke, Mr Brown's 
predecessor, once said that good econom- 
ics and good politics went hand in hand. 
Not always, says Mr Brown. 





Families and work 


Keeping mum? 


The government says that mothers should be able either to work or to stay at 
home. Both roles will receive increased subsidies from the taxpayer 


HE picture was eloquent and 

heart-warming. A three-year-old 
boy at his birthday party between a 
smiling man and woman. It was a 
photograph of domestic family 
bliss, starring Gordon Brown. 

The photograph appeared in most na- 
tional newspapers the day before the bud- 
get. But the image was not as simple as it 
seemed. The woman in the picture was not 
Mr Brown's wife but his girlfriend—appro- 
priately enough she works in PR. And the 
child was not theirs, but his political secre- 
tary's. In the budget Mr Brown was keen to 
present himselfas a supporter ofthe family. 
But the details of his budget, like the photo- 
graph, become more ambiguous 
on closer inspection. 

Mr Brown carefully avoided 
defining the family, or expressing 
an explicit preference for one sort 
of family over another. He ruled 
out restoring the cuts to benefits 
for lone parents, which the gov- 
ernment controversially pushed 
through Parliament last year, :m- 
plying that a restoration of bene- 
fits aimed directly at single-par- 
ent families would create 
perverse incentives to single 
motherhood. But he also ensured 
that all the money that lone par- 
ents lost last year would be re- 
stored, by an increase in the bene- 
fits paid to all families with 
children. And Mr Brown cut the 
married couples’ allowance, the 
only remaining government in- 
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centive for marriage, without stat- 
ing any view on marriage itself. 

Mr Brown said he shared the 
view of William Beveridge, who be- 
came the intellectual architect of 
Britain’s welfare state in the 1940s. Bever- 
idge believed that the government should 
help parents bring up their children. But 
whereas Beveridge extolled women's role as 
caring mothers, Mr Brown also empha- 
sised their modern role as workers. Accord- 
ingly, he unveiled measures to help women 
in workless households out of the home 
and into jobs. A new pilot programme will 
be specifically aimed at the 250,000 part- 
ners of unemployed men. And special ef- 


m 
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Family man 


forts are being devoted to advising lone 
parents on work opportunities. 

The budgets main vehicle for getting 
parents into work is the so-called Working 
Families Tax Credit (wrrc). This replaces 
Family Credit, the current cash benefit for 
low-earning families, with a similar but 
more expensive tax break. Together with 
planned changes to national insurance 
(payroll taxes), this will raise the incomes of 
low-earning families, and also raise the in- 
come level at which they first pay tax. 

But whereas all these measures suggest 
that the budget is focused on getting 
women back into work, other aspects of the 
budget may actually provide a disincentive 
for mothers thinking of looking for a job. 
The wrrc will sharply reduce the number 
of people facing marginal tax rates of more 
than 70%. But, according to the Institute for 
Fiscal Studies (1Fs), the price of this will be 
that marginal tax rates rise to more than 
5095 for almost 500,000 families. And this 
higher marginal rate is more likely to hit 
families in which mothers work part-time. 
These same families are likely to be those 
worst affected by the planned national 
minimum wage: low-paid jobs, which a 
minimum wage might destroy, are mostly 
held by women. 

So much for accidental incentives to 
stay at home. The budget also contained de- 
liberate measures to help parents who pre- 
fer to look after their own children. Child 
benefit, paid to all mothers, will rise by 
£2.50 ($4.18) a week for the eldest child, al- 
though the government hinted at taxing it 
for richer parents. Poorer parents with 
young children will gain a further £2.50 a 
week. The government plans to allow 
mothers and fathers to take unpaid leave 
on the birth of a child. And Mr Brown an- 
nounced, cryptically, that he would be re- 
viewing support services for young chil- 
dren and their families. The government 
puts the additional cost of its child support 
package at £1.2 billion a year. 

This extra help is aimed at all 
mothers, but it may cost taxpay- 
ers even more to support mothers 
in work. For the government is 
planning a new child-care credit 
as part of the wrrC, worth up to 
£105 a week for a working mother 
with two children. Only regis- 
tered child-care will be eligible 
for this help, to prevent mothers 
charging the taxpayer for looking 
after each others children. But 
the messages this sends are none- 
theless perverse. The state will 
pay more for a stranger to look af- 
ter your children than if you do it 
yourself, or enlist a friend or rela- 
tive. Beveridge would not have 
approved. 

The government's messages 
on work versus motherhood may 
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be inisddled. But whatever the intentions 
behind them, it is clear that the cost of its 
roposals will be high. On its own figures, 
the combined cost of child support and the 
= WFIC will be over £2.5 billion a year. This 
-figure includes a guess of only £250m for 
` the cost of the child-care tax credit; the rrs 
_ thinks this could rise to £4 billion a year. 

In opposition ; bour condemned wel- 









owm and inflation 
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pus id eR revenues sand held down so- 
ial-security spending, but also for his own 
tight control of public spending. Even so, 
^ some City economists think that he should 
_ have tightened fiscal policy further still. In 
< the event, the budget will take only £165m 
- out of the economy in 1998-99, £915m in 
.:1999-2000 and £1.21 billion in 2000-01. Mr 
. Brown and his defenders argue that 
. enough tightening is already on the way, 
< thanks to tax hikes announced last July. 

= => So what are his critics carping about? 
heir complaint is less that the economy is 
out of control than that it is out of balance. 
< Consumer spending has been strong in re- 
. cent months (even though retail sales fell in 
February after bumper January sales). But 
exporters are struggling, because the expec- 
.. tation that the Bank of England will raise 
- interest rates again is helping to keep ster- 
- ling strong. Higher taxes on the consumer, 
-say the chancellor's critics, would have re- 
- duced the pressure on the Bank to raise 
tates. That would have weakened sterling, 

and eased exporters' pain. 

Judging by the currency markets' reac- 
:tionto the budget, the critics have the better 
of the argument. The day before the budget, 
sterling closed at DM3.03; the day after, it 
was worth DM 3.05, and its trade-weighted 
: value was its highest for nine years. Most 
economists expect the Bank to raise rates 
-- soon by a quarter of a percentage point, to 
1.59. At its monthly meeting in February, 
+ the Bank's monetary policy committee was 
; divided four-all on a rate rise. Only the cast- 
ing vote ofthe governor, Eddie George, kept 
tes down. 

; But at the call on the fiscal stance was far 
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fare spending as “the cost of social and eco- 
nomic failure”, and pledged to spend more 
on health and education. The budget does 
contain a one-off payment of £750m for 
health and education. But this is less than a 
third of the extra spending planned for 
families each year. The government needs 
to clarify its spending objectives as well as 
its attitude towards the family. 


, from being the no-brainer that all 
| this might suggest. The reason is that 
| the economy is delicately poised. 
Most economists, plus the Bank and 
Mr Brown himself, expect it to slow 
down this year, having grown at 3% last 
year, a bit faster than it could sustain with- 
out pushing up inflation. In fact, in the 
budget the Treasury cut its forecast for GDP 
growth this year to 2-22% (see chart). 

The trouble is that no one knows quite 
how sharply the economy will slow. Most 
pundits, and the Treasury, are forecasting a 
“soft landing"—ie, a short period of growth 
slightly below the long-term trend of about 
214%, followed by a return to trend. Mean- 
while, inflation (excluding mortgage-inter- 
est payments) should rise above the Bank of 
England's target of 2.5% before coming back 
on track. All looks fine now. In February, 
inflation was 2.6%. And although the num- 
bers claiming unemployment benefit fell 
again in February, to yet another 18-year 
low, the annual rate of growth of earnings 
stayed at 4.5% between November and Jan- 
uary—just consistent, thinks the Bank, with 


Don't move 


HE sharp rise in the stock- s 

market the day after the bud- — 
get suggested that the City was | 
pleased with Mr Brown's work. : 
Whether individual City dealers 


recent years property prices in some 

parts of London have spiralled, spurred 
| on by high earners in the City and by for- 
| eign buyers. According to Faron Sutaria, 
| an estate agency, the cost of a family 
| house in a smart bit of London rose by 
i 


| -— 
| —-— 
| are quite so chuffed is another matter. in 

i 

i 

| 


around 30% last year. By contrast house 
|, prices in Britain as a whole went up by 
| just over 4%, according to the Halifax, a 


bank. But after the budget, buyers of | 


| pricey properties will now be paying a 
| lot more tax. 

| The stamp duty on property costing 
|! over £250,000 ($418,000) will rise from 










careful avoidance of Old Labour rhet: 
rise in stamp duty provided one brief 
hintofold-styleantagonism towards the 
rich. The chancellor smiled broadly. 


$ house sales will be affected. 

















































the inflation target. : 

But if the economy is actually headin 
for a rather bumpier landing—as it mi 
be, if sterling’s strength starts to savage ex 
ports—a sharp tightening of fiscal policy 
would do much more harm than goc 0 
Clobbering the consumer would then take 
the remaining zip out of the economy, an 
turn a bumpy landing into a hard one A 
in a years time a shamefaced Mr Brown 
might then have had to report to Parlia 
ment that the economy was heading for re 
cession, that unemployment was set to rise, 
and that the government would have to 
borrow more. It is hard to blame the ch an 
cellor for sitting tight. ; 





1.5% to 2%; and hoe: selling for : 
| over £500,000 will attract stamp - 
ME duty of 3%. This is the second rise 

| instamp duty that Mr Brown pa | 
“announced since coming — 
power. It means that the tax on the pus 
chase of a £500,000 house has risen from 
£5,000 to £15,000 since the advent of the 
new government. 

Three-quarters of the revenue’ ‘the : 
Treasury expects to raise will come from 
stamp duty on the sale of commercial 
property. But in a budget marked by a. 


ric, Mr Brown's announcement of the 


when he pointed out that only 2% b 





BRITAIN 
Northern Ireland 


The American connection 


Why the British now welcome American involvement in Northern Ireland 


HE White House this week hosted a St 

Patrick’s day airlift of the entire North- 
ern Ireland peace process. Politicians from 
north and south of the border and Mo 
Mowlam, Britain's secretary of state for 
Northern Ireland, all gathered to hear Bill 
Clinton make an eloquent plea for peace. 

There was a time when the very idea of 
American involvement in the affairs of 
Northern Ireland caused near apoplexy in 
the British government, and among the 
province's unionists. When Gerry Adams, 
the leader of Sinn Fein, the 1RA's political 
wing, was first given a visa to visit the 
United States in 1994, the American am- 
bassador to London was called into 10 
Downing Street for a dressing down. Brit- 
ish newspapers thundered about Ameri- 
can betrayal and naivety. Yet, four years on, 
the British are perfectly happy to join in the 
St Patrick's day bash. Even more remark- 
ably, Mr Adams was invited to a lunch at 
the British embassy in Washington. 

Why have the British changed their 
minds? In large part, because the original 
fear that the White House had been duped 
into giving succour to terrorists has re- 
ceded. It is now recognised that Mr 
Adams's original visit to America probably 
was instrumental in securing the first IRA 
ceasefire. And when Mr Clinton visited Bel- 
fast and Dublin in 1995 he was scrupulous 
in reaching out to both Protestants and 
Catholics, and in condemning violence. 
The peace talks have an American chair- 
man, George Mitchell, the former Senate 
majority leader. Mr Mitchell's involvement 
in the talks derives from a Clinton cam- 





paign promise to send a "peace envoy" to 
Northern Ireland. Unionist and British op- 
position modified that plan. Instead Mr 
Mitchell arrived as an economic envoy, 
with a brief to encourage local take-up of 
American training and economic support. 
But he then found himself chairing the 
body charged with finding a way round the 
pre-talks hurdle of “decommissioning” 
paramilitary weaponry. 

For the past two weary and mostly un- 
profitable years, Mr Mitchell has been the 
talks’ chief chairman, winning general 
appreciation for patience and a tireless 
courtesy. Originally wary unionists have 
become convinced of Mr Mitchell’s impar- 
tiality, and in the process lost much of their 
suspicion of American involvement. 

The advent of the Blair government has 
provided the final touches to the Anglo- 
American rapprochement over Northern 
Ireland. Mr Clinton and John Major never 
really got on. By contrast Messrs Blair and 
Clinton seem to be genuinely close—a 
closeness which was cemented by the Brit- 
ish prime ministers impassioned support 
for Mr Clinton when he visited Washing- 
ton during the early stages of the Lewinsky 
imbroglio. Mr Blair has also got a good 
press in America for his “can do” approach 
to peace in Northern Ireland. 


The mist clears 


It is not just the British who have changed, 
however. As prominent Irish-Americans 
have become more closely involved in the 
peace process, so some of their misty-eyed 
romanticism about the struggle against 


Ahern and Clinton handle the shamrock with care 
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British colonialism has given way to a more 
realistic appraisal of the situation. Most are 
now aware that the British and Irish gov- 
ernments are far closer to each other than 
to the extremists on either side of the divide 
in Northern Irleand. 

The old Irish-American conviction, 
nourished by guilt and nostalgia, that Brit- 
ain must be forced to leave Northern Ire- 
land has largely gone—replaced by aware- 
ness of the grisly and counter-productive 
nature of terrorist violence. Fund-raising 
for the IRA in Boston and elsewhere has 
dwindled, replaced by support for Sinn 
Fein's political network. The British worry 
that all such funds are fungible—who is to 
tell where the money goes? They also fret 
that Sinn Fein's fund-raising is helping it to 
build a formidable political machine, at 
the expense of the moderate, non-violent 
nationalists in the sprr. But, ironically 
enough, Martin Galvin, who used to be the 
republicans’ chief fund-raiser in America, 
has abandoned his activities—appalled by 
Sinn Fein’s “peace strategy”. The days when 
most IRA weapons came from America are 
long gone. In recent years, their most useful 
shopping sprees have been in Eastern Eu- 
rope and Libya. 

There is now a clear-eyed network of 
Irish-American lobbyists, intent on sup- 
porting peaceful development in Northern 
Ireland and cross-border links, rather than 
violence. Much of this realism derives from 
years of effort to drum up industrial invest- 
ment in America by John Hume, the leader 
of the spp. Mr Hume's argument has been 
essentially that more jobs would mean less 
emphasis on the legacy of discrimination, 
and therefore less conflict. He formed the 
strategy of marginalising violence, by com- 
ing up with a better way of promoting na- 
tionalist political goals. 

While many in Britain have worried 
about ties between the IRA and prominent 
Irish-Americans such as Ted Kennedy, in 
reality it has been Mr Hume who has been 
most feted in America. The alliances Mr 
Hume forged among Irish-American politi- 
cians, with Irish government support, has 
helped create today's pragmatism. 

Talks in Northern Ireland reach a cru- 
cial stage next week, a countdown to the 
Easter deadline for agreement. The White 
House's hospitality was meant, as ever, to 
soften traditional antagonism. 

Will it work? The Irish prime minister, 
Bertie Ahern, certainly hopes so. “The Irish 
can’t do it themselves,” he told Washington 
Post editors this week; “the pressure and in- 
volvement by the United States has been 
indispensable" He added that Ireland 
could not count on retaining that interest 
for ever. But then the talks are meant to 
achieve agreement by April 10th. American 
cheerleading may at least send the talkers 
home refreshed for the last stretch. 


n ———————————— n 
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E" AKING a speech on economics, Lyndon Johnson once 
| . said, was a bit like “pissing down your leg”: it seems hot 
; | to you but not toanyone else. Johnson, though, was never a chan- 
-- |. cellor of t hequer. A president's budget is a lorryload of 
..|. wastepaper trundled down Pennsylvania Avenue to be torn up 
. | and rewritten by Congress. The budget of a British chancellor is 
: <an edict that Parliament begins obedientl ly to enact the very next 





| day. The nation listens rapt through a fog of slogans to find out 
- | the price of its next cigarette. Better still, the budget i is a bit of 
. |. political theatre in which—provided the economy is not in a to- 
Tn al mess—all the tactical advantage belongs to the government. 
| Well, the economy is not in a mess andi New Labour would 
ue : not be true to itself had Gordon _ z 

|. Brown'sspin doctors not made the | - 
most of every theatrical advantage 
| the ritual has to offer: leaks to get. 
^| the bad news out first; false trails; f 
< the. lowering of expectations; - 
choice morsels held back for the | 
day itself. As for borrowing some | 
hildren so that childless chancel 
id girlfriend could be photo- | 
phed en famille for a family > 
—this was not mere spine d 
iis was whirling dervish. US 
ven all this, William Hague vd 
id a fairjobon his partoftheritu--— | 
the immediate response. The. 
der of the opposition has half. 
n hour to master a budget which 
has filled the waking thoughts of - 
the chancellor for months. Usu- < 
ally. theonly question is how. great : 
































his : uiniliation. will t be. Labou 


tof ^hurchillian declaration, i 
jo qualities of which Mr Brown's 
robotic performance was utterly 
devoid. 
-= For the Tories, however, this is cold conifer The hard fact is 
||. that a government with Labour's majority has bigger things on 
- its mind than the theatre of Parliament. When youare deploying 
“power you do not need to waffle. If Mr Hague's aim was to cheer 








n irm rie GAB GERA 


-| the Tories’ depleted forces in Parliament, Mr Brown's was to ad- 


-| dress the nation. In particular, he was addressing Middle Brit- 
_ ain, which he himself had primed to expect a budget in which 
¿the true extent of New Labour's redistributive proclivities would 
-atlast become plain. The budget's chief objective—coaxing more 
4. people out of welfare and into work—had been trailed long in 
_. advance. The middle class was expecting to pay for this; and in 
+ the end it will. But not until it has got over its initial relief: relief 
| | on mortgage interest, which will not after all be scrapped; relief 
| 
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| that it will not immediately be taxed on child benefit, which 
=p instead is going to rise; relief for small businesses; relief that 
-| there will be no increase in inheritance taxes—and so on. 
_| AH this puts the Tories in a pickle. Peter Lilley, the shadow 
“|. chancellor, called the ae a “step-by-step betrayal” of the 
Conservatives’ economic legacy. But if so, the steps are well dis- 
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Your move, Mr Hague 














ene T y. Y OM |. this is code for saying that a mani: 























guised. When even the Daily Telegraph reflects. 
have been so much worse”, you know the Tori 
New Labour does not scare Middle Englan 
this budget is that Mr Brown will bend ov 
things that way, at least until after the n 
the Tories’ headache is not only Mr Brow 
to squeeze the rich but also his theft of z y 
Although he has not gone quite as far as No na bit ai 
ordered the jobless to get on their bikes, he promises to remove 
their “excuses” for not working. Work, work, work; the ragged- 
trousered philanthropists on Labour's front bench nowadays | 
pulsate with the nd ethicand thespiritofcapitalism. = | | 
S xo In working out how to oppose | 
| a Labour government of this kind, - 
| one question for Mr Hague is. 
| whether he has the right shadow 
chancellor. Mr Lilley issaid to hav 
a wonderful grasp of detail and to” 
be highl y intelligent. In politics, : 








E no politician. For one thing, he i: 
| shy. Attacking the budget this week 
- his words were tough but his man 


When fighting for the Tory le; d 
ship, he admitted thath 
as blokeish as Kenneth Clarke, bui 
claimed to be “affable”. Since Mi 
+ Lilleyended up backing Mr Hague - 
. for the leadership, it would be | 
-churlish of Mr Hague to ditch him 
+ now. But he has an excuse: as well » 
as being shadow chancellor, Mr 
Lilley is heading. the Tories’ inter 
nal policy review. If Mr Hague 
wanted to replace him with 2 
.streetfighter-John —— Redwoo: 
.Say—he could always argue that 
 thetwojobs were too much for one 
man to handle. 
So out goes Mr Lilley? It is pos- du 
sible, but it would bea mistake. AB. | 
ter this week, Mr Hague should know how hard it is going to be 
to outflank Mr Brown from the right. A noisier ideologue or a 
better parliamentary performer would still not have deprived 
Mr Brown of his triumph. An affable technocrat like Mr Lilley, 
who can ferret out Labour's errors of execution rather than slam : 
its failures of ideology, fits in better with the public mood. . 
Apart from anything else, the government's ideology is baf- 
flingly difficult to pin down. Mr Blair and Mr Brown have their 
“vision”, but are still a long way from becoming what Keynes 
once called “madmen in’ aoe who think they hear voices, 
but are actually the unwitting slaves of some defunct economist. 
Lady Thatcher allowed herself to be seen that way, which is one 
reason why she is now a defunct politician. You can deplore - 
Labour's lack of ideology as opportunistic, or praise it as prag- 
matic, or dress it up as a “third way”, depending on taste. Butit |. 
freed the government to produce an unthreatening budget. The |. 
Tories can tell themselves that it was the Thatcher revolution 
that destroyed the old left and made Labour safe for Britain. But 
that does nothing to solve their present predicament. | 
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"It's good to be home 


All you have to do to make the Four Seasons Hotel Tokyo feel like home is to stay w ith us once. We'll soon know your favourite 
newspaper, your preferred wine and that special pillow that lets you sleep like a baby. Every night we'll d 
,, 
collect your shoes for their customary — and complimentary — polishing and in the morning we'll wake 


you with a breakfast that would please your mother, and press your clothes while you enjoy it. 


FOUR SEASONS HOTEL 
Tokyo al thu MAUEAO 


All this and a smile to remind you that when your business day is over we'll be here to 


welcome you home again. For reservations, phone your travel counsellor or call us directly. 


10-8 SEKIGUCHI 2-CHOME, BUNKYO-KU, TOKYO 112, JAPAN. TEL. (813) 3943-2222 FAX. (813) 3943-2300 WEB SITE: www.tourseasons.com 
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Japan's car makers stall 


TOKYO 


Some big Japanese car companies are healthy despite the state of their domes- 
tic economy, but others are fighting for their lives 


N MATURE economies, demand for cars 

usually goes up or down by a few per- 
centage points over the year. In Japan in 
February new car sales dropped by an 
astonishing 22% compared with the previ- 
ous year. Even allowing for the fact that car 
sales were inflated in the previous February 
because of the prospect of higher taxes the 
following April, sales of new cars in Japan 
are plunging. The signs are that March will 
be as bad. 

Exports are rising, particularly to Eu- 
rope, as are sales of Japanese cars made in 
Europe, but not for all companies. Of Ja- 
pan’s big five car makers—Toyota, Nissan, 
Honda, Mitsubishi and Mazda—only two, 
Toyota and Honda, are thriving. The rest, 
weakened by declining demand, poor 
products, bad sales and awful balance 
sheets, are struggling to survive. 

Although they have reduced their fore- 
casts, both Toyota and Honda are likely to 
make record net profits for this financial 
year, which ends on March 31st. Not so the 
rest. Nissan, which has been struggling for 
years, recently announced that its profits 
would fall short ofthe ¥100 billion ($774m) 
expected. Mazda looks set for its fifth year 
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of losses. But the biggest shock came from 
Mitsubishi on March 10th, when the com- 
pany announced that it would have a net 
loss this year of some ¥110 billion. 

The problems for weaker Japanese car 
makers are both secular and cyclical. The 
secular problem is oversupply. The indus- 
try is still geared for growth. Production 
peaked in 1990 at about 13.5m cars, and 
then shrivelled. Last year the industry pro- 
duced just under 11m cars. Yet rather than 
reduce capacity, Japanese manufacturers 
have if anything increased it. Although 
Nissan closed a factory in Zama in 1995, 
Toyota opened another in Kyushu in 1992, 
and Mazda did the same just outside Hiro- 
shima in 1993. Altogether, Japanese car 
makers can produce about 14m cars in Ja- 
pan alone. 

Yet demand is unlikely to pick up much 
in the long term. As anyone who has been 
snarled up on Tokyo's expressways can test- 
ify, Japan is awash with cars. Indeed, so 
crowded are the roads that Toyota uses 
coastal ships to deliver cars to its dealers. 
On the face of it, 534 vehicles per 1,000 peo- 
ple looks low compared with 791 vehicles 
per 1,000 in America. In fact, vehicle own- 


ership is already higher than in more spa- 
cious European countries. Japan has nei- 
ther enough road space nor enough park- 
ing—a particular problem, given that buy- 
ers must, by law, have somewhere to park. 

The cyclical problem is the dismal state 
of Japan's economy. For the past few years, 
demand has been supported by people 
trading in cars that they bought in the early 
1990s for new ones. But consumers are 
rightly worried about the dire state of the 
economy and the safety of their jobs. A new 
car is a luxury. So, after recovering from 
1994's low, sales of new cars in Japan have, 
well, stalled. In 1996 5.4m cars (excluding 
mini vehicles, a Japanese oddity under 
600ccs) were sold in Japan. This year, esti- 
mates Takaki Nakanishi, an analyst at 
Merrill Lynch, 4.8m will be sold—and pos- 
sibly fewer. 

As ever when things go badly at home, 
Japanese car makers have been afforded 
some relief by exports, helped by a weak 
yen, and by sales of cars made by their for- 
eign factories. Japanese car makers as à 
group have around a quarter of America's 
booming car market. Sales to Europe have 
been thriving too: exports to the region 
grew by 35% in February. 

But Toyota and Honda have been do- 
ing much better than the others. Toyota's 
American sales grew by about 6.5% last year 
and Honda's by a hefty 12%. Both are mak- 
ing handsome profits there. In contrast, 
Mitsubishi's sales rose only a smidgen and 
both Nissan's and Mazda’s fell. So far this 
year, Nissan’s sales have collapsed. 

As in America, so in Europe. Sales for all 
companies are growing fast. Profits are an- 
other matter. Europe is as much plagued by 
Overcapacity as Japan. Car production 
there is growing by 4% a year but demand 
by only about 1.5%. Toyota’s and Honda’s 
European operations are marginally profit- 
able but both Nissan and Mitsubishi are 
losing money. “Japanese manufacturers 
don’t have any competitive edge except 
price,” says Mr Nakanishi. 

Then there is the rest of Asia—or rather 


Bumpy road 
Japanese car makers*, ¥trn 
Cash and 
Company marketable securities 
Honda 0.35 0.38 | 
Mazda 0.18 0.69 
Mitsubishi 0.20 1.70 
Nissan 0.56 2.30 
| Toyota 2.90 E 1.00 
*Excluding financina business 


| Sources: Merrill Lynch; Morgan Staniey 
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there isn’t. Car sales have collapsed with the 
Asian economies. Japanese car makers will 
be lucky if sales there only halve: a grand 
total of 12,000 cars were sold in Thailand in 
February. But Stephen Volkmann, an ana- 
lyst at the Tokyo branch of Morgan Stanley, 
argues that the biggest effect will be on Jap- 
anese car makers’ balance sheets rather 
than on their sales. 

The reason is that, at the moment, the 
car makers generally have a stake of only 
49% or less in their joint ventures there: just 
under the 50% above which those subsid- 
iaries and their debts would have to be con- 
solidated in the accounts. Yet the more 
these operations run into trouble, the more 
pressure Japanese companies will be under 


to inject extra equity. That will force them 
to bring valueless assets and huge liabilities 
on to their balance sheets. And Mitsubishi's 
joint ventures are in deep trouble, particu- 
larly the one in Thailand. 

Toyota and Honda, with strong balance 
sheets, can live with Asian woes. They are 
swimming in cash, while the other car mak- 
ers are already hugely indebted (see table 
on previous page). Indeed, that is why 
Honda announced on March 16th that it 
would double its equity stake in its Thai 
venture to 97%. For the rest, but particularly 
Mitsubishi, Asia is a menace. 

With their finances so straitened, the 
big question for the weaker car companies 
is how they can recover their competitive- 





| YN SPITE of the car industry's overca- 
pacity, a number of newcomers are 
entering car making and transforming it. 
| These are not just the usual government- 
backed Asian ventures. but components 
| makers moving into the final stages of 
vehicle assembly. The first parts maker to 
cross the line and make whole cars is a 
| Finnish company, Valmet, now assem- 
bling the new Porsche Boxster sports car, 
Ladas and some Saabs. 

An obscure (and controversial) take- 
over battle in Austria this week is an- 
other pointer. No fewer than three 
world-class parts makers are bidding to 
buy Steyr-Daimler-Puch, a venerable lo- 
cal engineering company, mostly owned 
by Creditanstalt, part of Bank Austria. 
Steyr has long been involved in making 
complicated car parts such as transmis- 
sions. Most recently, however, Steyr has 
been assembling Chryslers Jeeps and 
Voyager minivans and a Mercedes off- 
road vehicle. 

The original bidder was a Canadian 
parts firm, Magna International (run by 
an Austrian emigré with close links to 
Steyrs main shareholder). It now faces 
competition from Dana Corporation, of 
Toledo, Ohio, and Borg-Warner, another 
| American car parts firm. Neither will 
| 


confirm it is bidding, but this week 
Magna upped its low, original offer by 
500m schillings ($39.1m) to 4 billion 
schillings, according to reports in Vi- 
enna—which suggests that somebody is. 
Whichever company wins, a successful 
Austrian oddity could become part of a 
world grouping. 

John Lindquist, a car expert at the 
Boston Consulting Group, thinks the 
emergence of low-volume niche models 
and flexible production lines will mean 
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Henry Ford did it differently 


trate on assembling only their big-vol- 
ume products. The new assemblers 
could even make their own vehicles or 
basic own-brand models for supermar- 
kets to sell. 

The new strength of components 
companies comes from a wave of consol- 
idation, which has left, in each product 
area, three or four makers of parts such as 
brakes, transmissions and suspensions, 
selling to about 15 big car makers world- 
wide. Suppliers already do three-quar- 
ters of the engineering for a new Toyota 
or Nissan, and account for four-fifths of 
the added value. European and Ameri- 
can car firms are following this trend. Lit- 
tle wonder, then, that car makers are 
looking so hard for profits down- 





that more assembly will be outsourced — stream—in distribution, service, leasing 
this way, while car companies concen- and services such as insurance. 


ness. Both Honda and Toyota can afford to 
subsidise domestic sales with their bumper 
foreign profits. The others will find it hard 
to finance the development of new models, 
essential if they are to retrieve their share of 
the market. Mitsubishi's management says 
that cost-cutting extends to the develop- 
ment of new models; it is unlikely to unveil 
any over the next couple of years. Nissan, 
which has suffered for years from produc- 
ing too many boring cars, is in a similar 
pickle. 

Cost-cutting will not be enough to turn 
Japan's weaker car makers around: their 
competitors are slashing as vigorously as 
they are. Mazda has already become a niche 
player, and will probably concentrate on 
supplying components to Ford. Similarly, 
at some stage, Mitsubishi will probably 
have to stop making mini vehicles, shut 
down its American operation, and concen- 
trate on what it does best: trucks and rug- 
ged recreational vehicles. For Nissan, the 
choice will be harder: it is still a global car 
company, with big sunk costs in Europe 
and the Americas. It can hardly specialise 
in dull cars. 

Can all survive? Mazda now has a big 
patron in the form of Ford, which owns a 
third of its shares and controls the com- 
pany. Mitsubishi has the support of a big 
bank, Bank of Tokyo Mitsubishi, at the cen- 
tre of its keiretsu, from which it presumably 
borrows cheaply. Should its difficulties in- 
crease, it will probably be merged back into 
Mitsubishi Heavy Industries, from which it 
was spun off ten years ago. 

The biggest question mark hangs over 
Nissan. At the moment its borrowing costs 
are low for such an indebted company. But, 
as part of the troubled Fuyo group, it has no 
strong backer. Its main bank, the Industrial 
Bank of Japan, is wobbly. The government 
may think Nissan too big to fail: it employs 
some 41,000 people, and as many more 
work for its suppliers. But there are lots of 
other big companies in trouble and it can- 
not rescue them all. 





interactive television 
Chan on demand 


HONG KONG 


€€ TF INTERACTIVE television cannot 

work in Hong Kong, it can't work 
anywhere,” says William Lo, boss of Hong- 
kong Telecom's interactive division. He is 
just one of many telephone executives to 
have been seduced by the media glamour 
and technological novelties of making the 
television set a two-way channel. One by 
one, the others have fallen by the wayside. 
Mr Lo, though, persisted. On March 23rd, 
after years of trials and research that have 
cost nearly $200m, Hongkong Telecom 
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is the Reason! 


(Johnson 
WHY? 


* Strategically located with convenient regional and 
international air links. 


* Excellent telecommunications - direct dialling 
to more than 200 countries. 


* Numerous and attractive tax incentives including 
26 double tax treaties, 


* Highly qualified bilingual staff and 
very competitive operating costs. 


» = $ 7 
KOX al 


* A pleasant working and living environment 


| including the lowest crime rate in Europe. 
iaychem 


GUINNESS FLIGH’ 


For more information about Cyprus please contact: 


American Sovbean 
A Ssociation 


CENTRAL BANK OF CYPRUS - — 

International Division Dow JonesAelerate 
P.O.Box 5529, CY-1395 Nicosia, Cyprus 
Telephone: +357 2 394225 

(8.00 am - 2.00 pm, local time) 
Fax: +357 2 378164 

E-mail: idoeGcentralbank.gov.cy 

http: //www.centralbank.gov.cy 








Were from Pittsburgh. A city that made its reputation by producing the steel that countless 


skyscrapers, railroads and businesses were built with, Steel that was strong. Dependable 
And made to last 


Hype didnt count. There was simply too much at stake. 


loday, businesses are built on computer and communications networks, Networks that 
link multinational corporations. That run critical software applications. That can make the 


difference between being a leader and being an also-ran. Or worse 


All of which explains why more than 4000 companies around the world use networks 
trom FORE Systems 


A FORE Systems network isn't made from hype, or vaporware, or promises. It simply works. 


It can handle anything your company throws at it, without going down. Now and 
into the future 
It lets your organization do more, do it faster. and do it better 


And it's built to last. Giving you a communications infrastructure that really is an 
infrastructure, instead of one you have to rip out and replace every few years 


But then, what would you expect from a company from Pittsburgh? 


www.fore.com 1.888.404.0444 +44.1923.296099 852.2722.2722 
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Ron Dennis, 
Managing Director, 
McLaren international 





oftware Winner 


McLaren is one of the winningest teams 
in Formula One history 

Since 1966, McLaren has won seven 
Constructor's World Championships, nine 
Driver's World Championships and more 
than 100 Grands Prix. Not to mention 
three Indianapolis 500 wins, the LeMans 
24-hour endurance race and five 
consecutive Can-Am sports car titles 





West McLaren Mercedes 

"To win consistently, you have to have 
the best. That's why we've teamed up 
with Computer Associates," says Ron 
Dennis, Managing Director for McLaren 
International. "Processing our engine anc 
race data efficiently and intelligently is 
crucial and CA is helping us approach it 
in an entirely new manner." 

Under a technology partnership, 
the West McLaren Mercedes Formula 
One Team and CA are developing an 
innovative new solution that gives the 
racing team's engineers the ability 
to easily assess and analyze the 
Formula car's performance data. 

Built around CA's Unicenter* TNG”, 
the program can monitor the telemetry 
data that the race car transmits to the 
pits while it's racing. Everything from 
throttle response to brake pressure to 
even the G-forces exerted on a driver. 
TNG then displays the data through its 
award-winning 3-D, Real World 
Interface". 

"| have a favorite saying, that is, 
to come in second is to be the first 
of the losers." says Ron Dennis. 

"At McLaren we're interested only 

in winning and we associate ourselves 
only with winning companies. With 
Computer Associates and McLaren, we 
have two winning companies sharing a 
common goal and common partnership." 


(a OMPUTER® 
i SSOCIATES 


Software superior by design. 


Next time, I'll shop interactively 


will be the first company in the world to 
launch a commercial interactive television 
(ITV) service, sporting everything from the 
latest Jackie Chan thriller to “karaoke on 
demand”. Will Hong Kong be different? 

In some ways, it is. The city has 6m peo- 
ple squeezed mostly into a few square 
miles of high-rise apartments. In this tiny 
space Hongkong Telecom has already laid 
more fibre-optic cable than Germany or Ja- 
pan, giving it one of the most television- 
ready telephone networks in the world. A 
third of Hong Kong homes already have 
digital-ready “fibre to the kerb”, or more 
precisely, fibre to the basement of their 
apartment buildings. Hongkong Telecom 
can bring the same to the other two-thirds 
at half the cost per household as in Britain 
or America simply because it can reach 
hundreds of homes in each apartment 
block. Today, the rrv service is available to 
about 30% of Hong Kong; by the end of the 
year that will be 85%. 

Not only will the service cost less to roll 
out than anything similar has done up to 
now; the market, as Hongkong Telecom ea- 
gerly points out, is ideal. Hong Kongers 
have per-capita incomes higher than those 
of their former colonial masters; they adore 
technology; and they spend three times as 
much of their income on recreation and 
entertainment as Americans. Hongkong 
Telecom's market research found that 87% 
of those surveyed said they would sub- 
scribe to rrv; half of those said they would 
buy it and cable too. Such surveys may 
mean little: almost twice as many say they 
would take cable and rrv as take cable now. 
Even so, the service will probably lose at 
least $100m over its first four years, reckons 
Jardine Fleming, an investment bank. 

What happens next? It depends on 
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Hong Kong’s fickle viewers. Cable televi- 
sion arrived in 1993 and is available in 
most homes; about a quarter subscribe. The 
services cost about the same (between $30 
and $40 a month, depending on use), but 
cable offers a lot more news and sport, 
which are two of the most popular items. 
ITV's big selling point is films when you 
want them, or “video-on-demand”, but 
given the limited number of Cantonese ti- 
tles, that is not quite the magnet it might be 
in, say, America. 

The ubiquity of video cp players in 
Hong Kong means that video-on-demand 
must compete not only with countless 
video stores (which have an average of five 
times as many titles as rrv's 300-film li- 
brary, and get most of the latest films a 
month earlier) but a thriving market in 
cheap and picture-perfect pirate copies. 
This also undermines the usual video-on- 
demand best-seller: pornography. Hong- 
kong Telecom's adult films are censored (al- 
beit more lightly than the competing cable- 
TV fare), while the pirate stuff comes full 
strength. There is another bad omen. As the 
boss of krs, the leading video chain in 
Hong Kong, recently pointed out, "We've 
already tried video-on-demand. It's called a 
motorcycle. And it failed." Kps killed its 
home-delivery service earlier this month in 
the face of tepid demand. 

For the moment, though, the real-world 
numbers appear to bear out Hong Kong 
Telecom's optimism. Although the official 
launch is next week, the company has been 
signing up paying customers since the be- 
ginning of the month and already has 
40,000 subscribers, slightly ahead of target. 
It expects 250,000 subscribers by next April 
and to break even in three or four years. To- 
day it offers mostly movies, music videos 
and some shopping, but in the next few 
months it will add high-speed Internet ac- 
cess, home banking, and games. 

Whether the service makes money soon, 
later, or never, Hongkong Telecom has 
other good reasons to pursue it. It is awash 
in cash and its relatively passive sharehold- 
ers seem willing to let it spend the money as 
it sees fit; there is little risk in experiment- 
ing. Its owner, Cable & Wireless, for which 
Hongkong Telecom is a money spinner 
that props up the entire group, has held it 
back from expanding elsewhere in Asia, 
and the Chinese government has kept it out 
of the mainland. A new local business is 
one of its few remaining ways to grow. In 
January it agreed (in exchange for a huge 
payment) to give up its lucrative monopoly 
on international telephone calls six years 
early—so it also needs other ways to keep its 
telephone customers loyal. 

Besides, rrv might give Hongkong Tele- 
com something to offer in other markets. 
Up to now it has had few ventures outside 
its home territory, but it has joined a bid for 
the second fixed-line licence in Singapore, 
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competing with the current monopoly, Sin- 
gapore Telecom. SingTel is rolling out its 
own high-speed interactive service, called 
Magix, but it is meant for personal comput- 
ers, not television sets. If Hongkong 
Telecom's consortium wins the Singapore 
licence, it could use its rrv service there to 
win customers from SingTel. Other possi- 
ble markets are technology-mad Malaysia 
and highly wired Chinese cities such as 
Shanghai, Guangzhou and Shenzen. 

If video-on-demand failed to make 
money in America or Britain, why should it 
make more sense in China? With a technol- 
ogy whose economics depend mostly on 
the cost of retrofitting existing telephone 
lines, it pays to be building from scratch. 
Asia could yet be rrv's second chance. 





Triton 


Jumbo-sized 


DALLAS 


E the worker who follows the elephant 
parade with a shovel, America's inde- 
pendent oil companies make a living by 
scooping up what the majors leave behind. 
Big companies need big strikes. When pro- 
duction begins to run down, they sell to 
smaller fry and move on. Independents 
can dig in and make a tidy profit from these 
leavings, because of their smaller over- 
heads and nimbler managements. Despite 
a few forays abroad, America's dull but de- 
pendable oil fields remain the wellspring 
of their fortunes. 

Except, that is, for Triton Energy. Far 
from following "elephants", as oil folk call 
fields of 100m barrels or more, this Dallas- 
based independent wants instead to join 
the herd, and look for its own. Nor is Triton 
interested in securing an American base: it 
has sold all its domestic assets. 

It is a risky strategy for a firm whose ups 
and downs would have left most compa- 
nies craving security. After hitting a low of 


Ups and downs 
Triton's results, $m 


Revenue 
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$4 in the early 1990s, Triton’s share price 
touched $57 in 1996; it is now plodding 
along at around $33 a share, a third less 
than in July 1997 but rising. Sales rose sub- 
stantially in 1997, when they reached 
$150m, but Triton lost almost $10m, after 
making $21.6m in 1996. Nevertheless, the 
company has some unusual strengths, 
which put it high on any list of possible 
takeovers. Triton’s cost of replacing produc- 
tion—$1.89 a barrel—is well below the in- 
dustry average. The firm has enough 
proven reserves to continue producing for 
almost 14 years at current rates. Most oil 
firms have enough proven reserves to last 
only about two years. 

Behind such appealing statistics lies the 
fact that the company is actually sitting on 
a couple of elephantine fields. The first in- 
cludes two adjacent oil fields about 160km 
(100 miles) north-east of Bogota; there may 
be a third. Triton began developing the 
area in 1983, and stayed when many bigger 
firms moved on. The company could not 
afford to develop the field by itself, and per- 
suaded British Petroleum and Total to join; 
the Colombian government owns 60%. In 
1991 the companies found a lot of oil. The 
fields are the largest strike in the western 
hemisphere since Alaska’s Prudhoe Bay in 
1968. But Triton’s 9.6% stake—the compa- 
ny's only income—has not earned it steady 
profits (see chart on previous page). 

Production is lagging behind projec- 
tions, thanks to guerrilla threats and the 
daunting terrain. Triton expected the fields 
to be producing 500,000 barrels a day by 
the end of 1997; in fact, production has 
reached only 305,000 b/d. This explains 
most of the fall in the company's share 
price in 1997, although Asia's difficulties 
and low oil prices have not helped. 

The company's second elephant is a 
group of eight natural-gas fields in the Gulf 
of Thailand, where Triton has sunk 14 
wells, and had 14 hits. The current guess is 
that the fields contain proven and proba- 
ble reserves of 12.5 trillion cubic feet of nat- 
ural gas, six times the original estimate. But 
Triton still has no contract to sell the out- 
put, in spite of trying for almost two years. 
There is reason for optimism: Thailand has 
decided to convert its oil-fired power sta- 
tions to natural gas, and the government 
has a stake in the project. For now, though, 
Triton is known, exasperatingly, for poten- 
tial rather than performance. The company 
operates in 16 countries, but new finds 
have proved elusive: the fields in Colombia 
and Thailand are old news. 

To be fair, when the current chairman 
and chief executive, Thomas Finck, joined 
the company in 1992, things were far worse. 
One of the items of discussion at his first 
meeting was whether to sell the company. 
Operations were so muddled that four au- 
dits were required to pass a clean set of 
books, and the company had a reputation 
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for slovenly management. To raise cash, Mr 
Finck sold such non-core assets as an avia- 
tion-servicing divison. Then he removed 
people, including all of the senior manage- 
ment. From 1,800 employees in 1993, the 
company at one point was down to 70. 
Now there are about 300; only 40 of those 
pre-date Mr Finck. 

Michael Cha, an analyst at J.P. Morgan 
in New York, argues that Triton's difficul- 
ties in turning assets into profits are not un- 
usual. In any case, Mr Finck hopes to do bet- 
ter. In 1996, the company was re-incor- 
porated in the Cayman Islands, reducing 
its exposure to American income taxes. In 
1997, instead of pay rises or bonuses, senior 





Internet 


Brands bite back 


SEATTLE AND SAN FRANCISCO 


managers received only two-year stock op- 
tions. And in January Triton sold its inter- 
est in OCENSA, the pipeline company that 

moves the Colombian oil, for $100m. 
Because Triton lacks steady earnings, it 
dances constantly between profit and loss, 
nudged one way by an oil-price rise, or the 
other by a lull in production. If the firm 
finds another large field, expands produc- 
tion in Colombia or extracts a good con- 
tract in Thailand, it can relax, using reve- 
nues from Colombia to finance Thai 
development, and then revenues from 
Thailand to finance further projects. But if 
that fails, Triton may wish it had settled for 

a quiet life—at the back of the parade. 
c-—— oD—— MÀ 


New names have been created on the Internet, but the grand old brands are 
making ground against them. Will there be any more new, Internet-based 


brands? 


OR two years, Barnes & Noble, one of 

America's biggest booksellers, sat back 
and watched Amazon.com, an Internet 
start-up, run off with the online book-retail- 
ing business. Now it is pouring money into 
the race to catch up. Last week, it an- 
nounced that it had lost $9m on a $15m 
turnoveron its online operations. The com- 
pany has a way to go: its online sales were 
onlya tenth of Amazon's in 1997, though its 
losses were about the same. Now, though, 
Barnes & Noble has signed exclusive deals 
to sell books on a number of popular web- 
sites, including Disney's, and is creeping up 
the list of the world’s most visited sites. 

To those whose businesses grew up in 
the real world, the Internet looks like a 
strange planet populated by new, unfamil- 
iar brands—AOL, Netscape, 
Yahoo, Amazon. Other than 
Microsoft, the real world’s big 
brands do not seem to have 
made much headway there. 
That, however, is changing. 

Look at the list of “most 
visited sites" and it is domi- 
nated by the new Internet- 
based brands. But almost all 
of those are concerned with 
giving people access to the In- 
ternet, or helping them find 
their way around it. Some, like 
AOL, are commercial services 
that put people online; some, 
like Netscape, are browsers; 
some, like Yahoo, are search 
engines. Those inevitably get a 
lot of traffic, as the pavement 
in front of a real-life row of 
shops gets a lot of traffic. 


Strip out the sites belonging to compa- 
nies that help people find places on the In- 
ternet, and you find that the places people 
are going to are a more familiar bunch (see 
table on next page). Aside from the bur- 
geoning "communities" (see box on next 
page), most of the "content" sites that are 
biggest on the Net belong to companies 
whose brands are big in the rest of the 
world—companies such as Sony, Disney, 
Time Warner, ESPN and CNN. 

While the big names are establishing 
themselves on the Internet, the content 
sites that have grown organically out of the 
new medium are suffering. Word, one of 
the first and hippest of the online maga- 
zines, closed earlier this month, along with 
its sister publication, Charged. Wired Ven- 
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Build global ly effective 
organizations and 
address leadership 


INVITATION TO com MENT ON 


| -The Australian Communications Authority. (ACA) is 
| spectrum licences in the 28 GHz band (27.5- GHz to 28.35 
band (31 GHz to 31.3. GHz) in the second half of 1998. 





| The 28 GHz and 31.GHz bands were specified for spectrum 1i 
instruments signed on 14 January 1998 by the Australian i 
34 liene. Communications, the Information Economy and the Arts (Senator the Hon 
= ° Utilize worldwide Richard Alston) following ACA recommendations. The ACA consulte 
service and | extensively with industry and members of the pupie: on hee 


= ue DOO DIE nid cap ihep 
Y manufacturing 


resources efficiently 


i hallenges creatively 


s . Establish and manage 
. effective strategic 
- alliances. 


À copy y of the Koman. paper can ‘be. found under Spectrum Auctions o D 
the ACA' world-wide web page: http://www.aca.gov.au 


if you would like a hardcopy of this information package please cor tact 

| Warwick Armstrong at the address shown below, by. e-mail 
‘warmstro@aca. gov. au. i n en + 2 6256 5222. “or by fa 
+61 26253 3009, 0 = : 


The ACA welcomes comments up until 17 7 April 1 1998. Please forwa 
comments to: eh i | 


hr ve information: 
... (310) 825-2001 
(310) 206- 7539 


| E- mail execed@ 
| anderson. 
, ucla. edu 


IHE ANDERSON SC HOOL AT F UCLA Ma 


OE * ` The Manager 7 
Spectrum Pricing and Monitoring Team, ACA Auction “er 
Locked Bag 3321, BMDC ACT 2617, AUS RA iA. 


email: brendan. vernon@aca.gov. ou: | 
aru +612 6256 5450 
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‘The Best of 
» . East & West in 


TETA Ustversiry” 
Gare ATE. Schoen. OF Business 





Charles Bonini, | 
Co-author of Quantitative 


“A irütyà cross: cultural Hearing experience with 25 countries represented in zr 
| | Analysia for Management, 1997 


every program. | 3 a | j 
> Learn state- -op- -the- art business: practices from the East and the West from | 
a leading team ob professors. Prom the two universities 


Charles Horngren, 
Co-author of Cost Accounting : 
A Managerial Emphasis, 8th edition 


Edward Lazear. 
Author of Personnel Economics 


10-28 August 1998 (Singapore) | uel ipii 


Course Fee u : US$9200 


The 18th Program E 


| Paul Romer, 

| One of the 25 Most 

1 Infiuential Persons in the US 
(Time Magazine 1997) 





For more information and program brochures, please contact: 
Ms. Kuo Pey Juan | 


Executive Development Programs 

Graduate School of Business 

The National University of Singapore | 

10 Kent Ridge Crescent, Singapore 119260 | 
"Tel: (65) 874 3191 Fax: (65) 872 0041 


E-mail: fbakuopj@nus. edusg — be i 


Tan Chin Tiong, 

Co-author with Prob. Philip Ketter 
oj Marketing Management : 

An Asian Perspective, 1997 


Wee Chow Hou, 

Senior author of Sun Tzu: 

War and Management, i997 & 
author of Practical Marketing : 


All payments must be made directly to. the National University of Singapore, and not through any agent. An Asian Perspective. 1997 
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The deserts of the Sinai have been wasteland for five 
thousand years. And farmland in Egypt, then as now, is 
scarce. Which is why, when the government announced a 
plan to channel water from the Nile to farm the Sinai — 
it seemed almost miraculous. 


The obstacles were daunting: Daytime temperatures 


eh 
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of 120° F (49° C). Fierce storms. Sand that’s so corrosi 
it eats tools away. A waterway that has to cross a barre 
waste—and then cross the Suez Canal. 

As is often the case on the toughest jobs, Caterpilla 
played a major part Our machines are built for punis 
ing conditions. And our dealers around the world — 
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local, independent companies — know the territory. And making crops grow where they never grew before 
So far we ve moved 30 million tons of sand and helped or simply bringing drinking water to a desert village: 





con 





truct the massive siphons that will draw Nile water — seem miracles enough for us at Cat. 


under the Suez Canal. 
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But proud as we are of our biggest projects, we also 





remember the 





everyday things we help to accomplish. 





Is your organisation capable of meeting customers’ 


needs 


Financial ser 


“Any time, any place”? 


e 


ices in 


eightened competition, ever-more demanding 
customers and, above all, a revolution in electronic 
commerce are creating upheaval in the financial 
services industry. The convergence of computing, telecom- 
munications and visual media—along with the rapid rise 
of electronic commerce—is ushering in an age of “virtuali- 
sation", in which customers will expect and demand 
access to financial services without any constraints of 
= time, place or form. 




























g A blueprint to succeed in the age 


of virtualisation 

To help senior financial services executives understand the 
effects of virtualisation, the Economist Intelligence Unit has 
published Financial services in the virtual world. Written 
in co-operation with Andersen Consulting, the report 
examines how financial institutions are being compelled to 
-rethink the services they offer, the way in which they offer 
| these services and their fundamental business processes. 


Learn from the insights of more than 


/00 senior executives worldwide 

ed on a global survey of more than 180 financial institu- 
O sin North America, Europe and Asia, as well as in-depth 
ersonal interviews with 40 senior executives within the 
ame geographic regions, this report will show you: 


a, Why those financial services companies equipped to meet 
~ customers’ demands for virtual access will gain a major 
das ae 


Ae an Please send me - copies of Financial services in the 
| virtual world at US$495 each. 
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s How financial institu 
tions must reshape | 
themselves—determining which processes are most 1: 
important, redesigning processes to support virtualisation 
and outsourcing those that are less critical 





























m How fnanaging viewialisation requires a new approach to 
management—and a new breed of manager 


The most important report you will read this year 
includes case studies on: 


First Chicago NBD’s efforts to open an entirely new 
distribution channel via the Internet and the implications 
for internal processes | 


J & H Marsh & McLennan's implementation of an online, . E 
interactive brokering system and how the company has | | 
realigned its internal processes | 


London Stock Exchange's technology initiative and ciat | 
sourcing efforts, which have allowed it to combine better 
service with a lower cost base — | 


Who should buy this report? | 


CEOs, COOs, CIOs, CFOs, heads of business units, arcet: mm ^ 

strategic planning executives of commercial and investment banks, 

fund management firms and other financial services. companies, as | 
well as consultants and vendors serving the financial services industry — 
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TITHE most visited place on the Inter- 
K& net is not just a new brand—it is a 
new sort of thing altogether. Geocities is 
an Internet “community”, a collection of 
web pages created by individuals. Some 
1.5m people have displayed pages at 
Geocities; 8,000 more do so every day. 
¿“I really got into this”, Says “its CEO, 
David Bohnett, “to make p people count, 
make them feel empowered. " The im- 
agery of Geocities is of the American 
frontier. The customers are “homestead- 


punt rU Screg RARE ER E a AUN I INERENTI UE 

















Mrs Whatley (“if you have a prayer re- 
< quest, click on Prayer button") just a- 
:; "neighbourhood" away from a bilingual | 
» Peruvian page on housetraining dogs. 
Geocities is a stunningly simple busi- 
ness idea. To attract the customers who 
will attract the advertisers and retailers 
who pay the money, website owners 
have to provide some interesting con- 
. tent. That can be expensive. Geocities, by 
Offering free pages and a buzzing envi- 
ronment in which people are likely to 
visit each other's sites, persuades the cus- 
tomers to put up the content themselves. 
And by defining them according to their 
interests (home improvement, pets, gay) 
it packages them for the advertisers and 


: 
| 
| 
2 
| 
| 
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is been the ready big have an enormous 
M, recently 


reason why SportsLine USA, a 
to CBS last year: the investment 


According to 
ology consul- 


The American dream, virtually 


" giving each other a helping hand 
with the tough tasks of site design and - 
maintenance. And the pioneers are com- 
ing, in their bizarre variety: the Rev and — 


advantage, particularly among 
people coming online for the first 
time who will tend to turn to 
names familiar from the real 
world. 

But perhaps most important, 
the big media companies can pro- 
mote their Internet sites on other 
media. Disney, CNN, Time Warner, 
ESPN, MSNBC and others can all 
plug their Internet site on their tele- 
vision channels. That was the main 


sports news site, sold 22% of itself 


guaranteed that CBs would pro- 
vide it with the television advertis- 
ing necessary to distinguish a con- 
tent site from the crowd. 

.. CNET, a computer information 
site, is the nearest thing to a new, 
Internet-based publishing brand; 
but, as its founder, Halsey Minor, 





points out, his popular television pro- 
grammes and Internet operations help to 
promote each other. Its main competitor, 
ZDNet, is owned by a large computer-maga- 


retailers who want to sell them things 
(new kitchens, dog food, sex). 

Others have also spotted the poten- 
tial of “communities”. There is Tripod 
(for 18-30s) and Third Age (for the over- 
50s) and more are springing up. But 
Geocities was biggest first, and on the In- 
ternet, just as in real life, the size of a city 


is part of its attraction. | 
|. Advertisers and retailers are still un- 
.sure about the Internet, so Geocities is- 


not yet profitable, but some serious 


money thinks it will be. Softbank, a Japa- 


 nese computer company which is the 
biggest investor in Yahoo, put $51m in 


the company last year. This year Mr 


. Bohnett is hoping to go for an initial 
_ public offering, the sunset into which all 
Internet entrepreneurs hope to walk, 
- handi in hand with a great deal of money. 








zine publisher, whose print products pro- 
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| limitations ofthe Internet. 


ESPN. It is put together by Starwave, a com-.- 
. -pany whose head of technology is Patrick - 
, Naughton, one of the designers of the Java | 


applying its Internet expertise to other big- 
names. The site is a happy marriage oftech- . 
nology and brand. It has a large free area as ` 
wellasa premium service which is sports- 
nerd heaven: it can manipulate a massive 
database of sports statistics, plotting, for in- 
stance, the annual variation in the position 


content at Wired Digital until the cutbacks, 
and now teaches at the University of Cali- 


mote its sa 
The fact that the big media compani 
have an advantage on the Internet does not 
mean that all their properties are working 
well. Time Warner, for instance, has chosen 
the curious strategy of creating a ne 
brand—"Pathfinder"—to group toget 
such familiar names as Time, Peopl 
Fortune. It is a slow, badly. designe sit 
Nevertheless, the power of its brands at- 
tracts customers. 
. Disney's site works better. Its ded 
have thought hard about adapting the. 
product to the new medium. They have, for 
instance, created a cartoon detective who is 
a brain in a jar—a small, grey, immobile 
hero who does not much tax the graphic 




































. The smartest big-brand site is that. of E 





vare language. Starwave specialises in |. 


and direction of any baseball player's hits 
on any particular ground. | 
Does growing colonisation by the old 
brands mean that the Internet will generate 
no more new ones? Not quite; but the next. 
lo: of Internet brands are unlikely to come 
from content. Most probably, like the last 
loz, they will spring from developments in: 
technology. David Weir, who was head of 


fornia at Berkeley, reckons that “new brand 
opportunities will follow the technological 
corridors that open up.” One brand that is 
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. they are improving. And when they are ev- 
erywhere, so will Real be. 
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Corporate advertising 


Puffed up 


MAN'S hand reaches to turn on a Gen- 
eral Electric lightbulb. A voice ex- 
plains that this man, about to start work, 
invented the GE jet engine. That engine is 
flying a technician to an energy plant 
driven by a GE turbine, one powering a hos- 
pital where a little boy now clambers out of 
a GE medical scanner. Healthy, he skips off 
- to a football game broadcast by satellites 
~~ madeand sent into space by GE. A GE train, 
carrying the satellites, rushes past a factory 
fitting a car bumper made from GE plastic. 
The car drives to the home of a child who is 
opening a GE-made fridge to get her fathera 
juice. Work done, he turns off the light. 
General Electric spends 40% of its 
$100m advertising budget on this kind of 
- Corporate advertising. Its “we bring good 
things to life" campaign has been running 
. foralmost20 years. GE is not the only com- 
. pany more eager to sell itself than its prod- 
ucts. Honeywell, another American giant, 
has borrowed ce's theme and is about to 
launch a more modest $4.5m campaign, 
. showing how its mundane range of ther- 
. mostats and controls "touch" people's 
lives. In Britain Glaxo Wellcome filled tele- 
vision screens in 1996 with 
the slogan, “Man has no 
greater enemy than dis | 
ease...disease has no — 
greater enemy than Glaxo 
Wellcome" Novartis, a — 
Swiss drugs group created ! 
from the merger of Ciba- 
Geigy and Sandoz, is | 
spending some $100m to- | 
publicise its new name. >f 
What does such ad- | 
vertising hope to achieve, - 
apart from giving the chair- = 
man a warm glow? Ste- 
phen Greyser, a Harvard 
Business School professor — 
who has researched corpo- 
rateadvertising,saysitstar- — | 
get audience. is much 4 
- "broader than for normal - 
. consumer-goods advertis. 
"E men It is K amed: at threes » 











can influence share r prices 


: ware bor me Internet. Sound and nioving : 
` pictures are still clumsy on the Internet, but 
-. does. Honeywell, for instance, has been ad- 


or sirate, aid employees. 
Companies claim corporate advertis- 





~ ing sends important signals to other busi- 
"messes. One simply says what the company 


vertising to correct the widespread percep- 


tion that it is a computer p ny, though 
it shed that business long ago. Lavish 


spending on advertising may also signal to 
potential customers that a company is rich 
and important. 

Robert Worcester, chairman of MORI, à 
British market-research group, finds that 
the more a company advertises, the more it 
is admired. However, in general, business 
customers are more likely to be wooed by 
price, product range and personal relation- 
ships. Opinion Research Corporation, an 
American market-research group, recently 
surveyed over 3,000 executives worldwide, 
and found that “knowing a company very 
well" is the key reason to award new 
business. 

What Usu PL eura Professor 
Greyser believes that in large, fragmented 
markets which may have several stock ex- 
changes, corporate advertising is a good 
way of reaching everyone who matters at 
once. Tim Ambler, senior fellow in market- 
ing at London Business School, says that, 
other things being equal, the share rating of 
companies that are well known are higher 
than those that are not. However, most 
fund managers unsurprisingly insist that 
corporate advertising makes not a jot of dif- 
ference to their view of a company. 

Michael Price, president of America’s 
Franklin Mutual group, points to Berkshire 
Hathaway, Warren Buffett’s investment 
group, which does not advertise, as a shin- 


































| ing sample ofwise frugal y. 








ore compa- ! 
nies, he says, should concentrate on lower- 
ing their overheads—incl uding corporate. 


advertising o America’s TIAA-CREF, 


the world’s largest pension- -fund manager 
is equally sceptical: its investors arealready 
well informed and are guided by financial 
reality. Dun & Bradstreet says that ads 
make no difference to credit ratings either. 
If a company has something to tell inves- 
tors, those investors want to hear about it 
cheaply at a roadshow, on the Internet or in 
an annual report, not extravagantly on tele- 
vision. 

But what if a company is unpopular 
with or misunderstood by opinion- 


formers to an extent that harms its busi- 


ness? Shell was not advertising when it 
clashed with environmentalists at 
Greenpeace over its disposal of the Brent 
Spar oil rig. Steve Cooper of Lowe Howard- 
Spink, an American-owned agency, says 
that a campaign could have deflected the 
public-relations disaster that followed. In 
contrast British Petroleum’s warm, caring 
ads seem to have innoculated it against 
environmental abuse. 

Being a little more famous may also 
have practical advantages. Monsanto, an 
American agro-chemicals giant increas- 
ingly involved in producing genetically . 
modified foods, is considering a corporate - 
advertising campaign in Europe where- 
public opposition to genetic engineering is 
fiercest. The logic is that, if consumers 
know Monsanto's name, they may be more 
willing to listen to its point of view. 

Perhaps the best reason for corporate 
advertising is to reach employees. It was no 
accident that Glaxo's campaign was aired 
i Shortly after its painful 
merger with Wellcome in 
1995, when the company 
was much criticised for fir- 
ing scientists. And, as An- 
dersen Consulting, one of 
few management consul : 
tants to advertise, points. 
out, it can bea good way to 
attract bright new recruits. 

Ultimately, though, the - 
main motive for corporate 
advertising is usually ego, - 
not reason. Hanson, a for- 
mer Anglo-American con- 
glomerate, ran a long series 
of ads on both sides of the 
Atlantic which described it 
gloatingly as "a company. 
from over here doing 
rather well over there". 
That campaign, . obses- 
sively overseen by the char- 
 ismatic and overbearing 
Lord Hanson, was tellingly 
code-named, "Mines big- 
< ger than yours.” 
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33% of Latin America’s pulp and 
paper comes from Brazil. 


92% of Brazil's pulp and paper 
producers are clients of Unibanco. 


UNIBANCO 


Our clients include every Brazilian company with sales over $100 million. Most of the others, too. So invest some precious time with us. 
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if you had Oracle Financial 


and Manufacturing Applications, 


you'd be smiling, too. 
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Oracle and 


satisfying customers worldwide. 


A corporation that wants to grow 
needs a healthy diet. And a key ingre- 
dient for Kellogg Company is a 
flexible Oracle solution, one that realigns 
and consolidates its global information 
system. Using a robust, integrated set 
of Oracle Financial and Manufacturing 
Applications, Kellogg is streamlining 
its operations worldwide, and thereby 
approaching $7 billion in sales. In addition 
to keeping a worldwide staff on top 

of all the latest information, Oracle 
decision support and data analysis 
cools give management a greater ability 
co make strategic decisions. And 

with the powerful Oracle database as 
its information management backbone, 
Kellogg can be assured that its 
systems will always be reliable, avail- 
able and scalable. Kellogg is using 
Oracle's global solutions to seamlessly 
and synergistically work with supp- 
liers, partners and customers in over 
160 countries. Now the supply chain, 
manufacturing and financial processes 
are organized under strict control, 
positioning Kellogg at the forefront of 
the Consumer Packaged Goods 
Industry. With its best-of-breed 
partners, Oracle is providing superior 
consumer packaged goods solutions, 
helping companies grow locally and 
globally. For more information visit 
uww.oracle.comlproductslapplicattons! 


or call, within Japan, 047 352 6444. 


Enabling the Information Age" 


98 Oracle Corporación. All nights reserved 
Oracle and Enabling the Information Age are registered 
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Adored no more 


Jurgen Dormann wanted to split Hoechst, a ie i 
roved 


of world-class firms. It has p 


WO years ago, Hoechst was one of Ger- 

many's most-watched companies. Its 
Harvard-educated boss, Jürgen Dormann, 
was loudly preaching the virtues of Ameri- 
can-style shareholder capitalism and 
promising to apply them to the lumbering, 
135-year-old chemical group. After taking 
the helm in 1994, he announced a huge 
restructuring programme, selling poorly 
performing or marginal parts of his em- 
pire, floating others on the stockmarket, 
adopting transparent accounting stan- 
dards and even forcing managers to hold 
meetings and send memos in English. 
Hoechst, he used to say, needed “de-rusting 
and defrosting”. Many Germans found this 
incendiary stuff. But investors loved it. 

It now seems that they were too quick to 
believe Mr Dormann’s sermons. Formerly a 
Hoechst corporate treasurer (and the first 
non-chemist to run the company), the new boss came to the top 
job fizzing with bright ideas, Noting how inefficient it was to 
have one huge firm whose stronger divisions cross-subsidised 
the weaker ones, he vowed to split Hoechst into individual com- 
panies, each obliged to earn a return on its capital, and each 
answerable to a central holding company. He also promised to 
move out of stodgy commodity chemicals and into fashionable 
“life sciences” (drugs, agrichemicals, biotechnology and so on). 
These grand schemes have proved tricky to put into practice. 

A lean, ascetic man, Mr Dormann gives the impression of 
polite frustration with the irrationality ofthe world. Admittedly, 
his own experience outside Hoechst is limited: he joined the 
company at the age of 23. Unlike some of Germany's other indus- 
trial modernisers, he has never been based abroad. Hoechst, he 
now concedes, has a corporate culture more entrenched than 
that of almost any other German firm. Its sprawling Frankfurt 
HQ, with its research institutes, huge administrative buildings, 
social facilities and chemical works, resembles a small town or 
an Iraqi presidential palace, rather than the nerve centre of a 
global corporation. Most of the 20,000 people who work there 

joined when Hoechst was somewhere between a university and 
a government department. Changing their ideas about costs, 
flexibility, performance and profits was always going to be hard. 

The bubble burst last March, when 
Mr Dormann abruptly discarded his 
original plan to turn Hoechst into a 
holding company. Citing lack of cash, he 
broke his promise to float its key 
pharmaceutical division, Hoechst Mar- 
ion Roussel (HMR), on the stockmarket. 
Since then, Hoechst's profits have lagged 
| dismally behind those of its German ri- 
| vals, BASF and Bayer. Measured against 
. the world’s top ten pharmaceutical com- 
panies, its shares have done badly in re- 
cent months (see chart), Mr Dormann’s 
clumsiness in explaining what is going 
on has made matters worse. “I simply 
don’t trust that man any more,” says one 






Losing its fizz 


April 1st 1994= 












Market capitalisation, DM terms 


German conglomerate, into a cluster 
arder than he expected 


German fund manager. 

All this is a shame. Hoechst's initial sell- 
offs were spectacularly successful—sct Car- 
bon, for example, floated in 1995, turned 
into one of Germany's best-performing 
shares. Specialty chemicals, spun off in 
1997, have done well in a new company, 
Clariant. But the momentum is flagging. 
"The early divestitures were the easy ones,” 
adm:ts Mr Dormann. The Hoechst portfo- 
lio remains cluttered with sluggish subsid- 
iaries producing, for example, fibres and 
specialty plastics. Finding buyers for these 
may be tricky—though Mobil, an oil firm, 
anncunced plans for a plastic film joint- 
venture with Hoechst on March 16th. 

Then there are worries about those ex- 
citing life sciences. In particular, the expen- 
sive centrepiece of Mr Dormann's plan— 
creating a world-class drug company out of 
French and American acquisitions, plus Hoechst's German pill- 
makers—is proving tough. Researchers in Frankfurt, fearing that 
their jobs may be lost to lower-cost laboratories in Massachusetts 
or New Jersey, are loth to co-operate with their American col- 
leagues. The announcement of 600 layoffs in Germany sparked 
the biggest workers' protest in the company's history. Given the 
time and money it consumes, HMR's pipeline looks thinly sup- 
plied. Hoechst's agrichemical business, AgrEvo (a joint venture 
with Schering, a Berlin-based pharmaceutical company) looks 
more promising—but will probably have to make an acquisition 
to keep ahead in plant genetics. 


Promises, promises 
Mr Dormann faces a difficulty. Eager to soothe jangled German 


nerves, he rules out firing workers, insisting that Hoechst will | 


honour its "social responsibilities". This is not enough to reas- 
sure trade unions, who still see him asa heartless apostle of alien 
ideas. But nor does it please investors, who worry that Hoechst 
still behaves like a German company, rather than an interna- 
tional one. 

A keen hill walker, Mr Dormann claims to be able to take 
such bumps in his stride. He has doubled the time he spends 
with analysts and investors, cutting back on day-to-day manage- 
ment. He has strengthened public rela- 
tions, particularly at HMR. But Mr 
Dormann would probably be in less 
trouble with investors if he had not 
promised so much in the first place. 
"Our experience in managing expecta- 
tions is pretty new,” he concedes. This is 
a serious failing. Other German firms 
have maintained credibility with fund 
managers by promising less. Veba, for ex- 
ample, an energy and chemical con- 
glomerate, has smartened up with a list- 
ing in New York, and plans to start 
quarterly reporting. But its senior man- 
agers emphasise that change will come 
gradually. Big transformations take time. 
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( A company incor ;orated in the People's Republic of China with limited liability) 


Credit Lyonnais Securities Asia (CLSA) was the sole bookrunner and 


sole underwriter for the global offering of 250,000,000 H Shares, 
in the form of H Shares listed in Hong Kong 


or American Depository Shares listed in New York raising a total of 
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y Credit Lyonnais Securities Asia) 


this announcement appears as a matter of record only. 





FINANCE AND ECONOMICS 





The vice of thrift 


Saving is supposedly vital for economic growth. So why are some of the 
world’s most reluctant savers prospering as more frugal countries struggle? 


UST as parents encourage their children 

to save, so economists promote thrift as 

an essential ingredient of long-term 
growth. Economies that save more can in- 
vest more, it is argued, and so expand faster. 
Saving is considered a virtue, whereas bor- 
rowing is condemned as a vice. Yet virtue 
currently seems to earn few rewards. Amer- 
ica, which saves less of its income than al- 
most any other economy, is revelling in 
rapid growth and low inflation, while the 
thrifty economies of East Asia are suffering 
economic and financial collapse. 

Why? Because with saving and invest- 
ment, as with everything else, you can ap- 
parently have too much of a good thing. 
Saving may be important for a country’s 
long-term growth, but the efficiency with 
which that saving is invested matters just as 
much as its scale. If savings are too ample 
and investment flows too freely, as Japan 
and the Asian tiger economies have learnt 
to their cost, the result may be waste, not 
prosperity. Criticise Americans for being 
less thrifty than Asians, but give them credit 
for one thing in recent years: they have used 
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the money more wisely. 

High saving rates were long touted as 
one of the pillars of East Asia’s growth. In 
theory, so long as capital can cross borders 
freely, a high saving rate is not required to 
have a high investment rate—but in reality 
most capital still stays close to home. With 
ample domestic savings to draw on, South 
Korea, Malaysia and Thailand all invested 
around two-fifths of GDP in 1996—more 
than twice America’s rate (see chart). 

Those high saving rates encouraged 
many economists to turn a blind eye to East 
Asia’s large current-account deficits. Yet the 
fact that economies with such vast saving 
still required huge inflows of capital to fi- 
nance even higher rates of investment 
should have raised questions about the 
quality of that investment. As the region’s 
economic miracle has come to an abrupt 
halt, it has become clear that the surge in 
investment in East Asia in the 1990s was a 
sign of weakness, not strength. Much of the 
money was wasted on speculative property 
deals or unprofitable industrial projects. 

In part the blame lies with three factors 


which made the cost of capital in East Asia 
appear artificially cheap. First, the com- 
bination of a huge pool of captive domestic 
savings (Overseas investment by residents is 
restricted in some countries) and huge in- 
flows of foreign capital produced low real 
interest rates. Second, the false belief that 
exchange rates would forever remain 
pegged to the dollar made foreign borrow- 
ing appear deceptively cheap. And third, 
some governments, especially South Ko- 
rea’s, forced banks to lend to favoured firms 
at cheap rates. 


Unhappy returns 


Combine artificially cheap capital with 
cronyism and government meddling, and 
the result was that money frequently went 
into those projects with the best connec- 
tions rather than those with the best eco- 
nomic prospects. A recent analysis by J.P. 
Morgan confirms that returns on capital 
fell sharply in most of the tiger economies 
in the 1990s, most dramatically in South 
Korea, Thailand and Malaysia. A new study 
by McKinsey, a management consultancy, 
makes the same point by comparing the 
productivity of capital in four South Ko- 
rean industries with productivity in the 
same industries in Brazil over a ten-year pe- 
riod. The Brazilians have a far lower invest- 
ment rate, but South Korea’s capital, on av- 
erage, was used less than half as 
productively as Brazil's. 

At the other extreme, the fact that Amer- 
icans prefer to consume rather than save is 
an old story. In the 1980s, much of the 
blame for America's low saving was ac- 
corded to government borrowing (ie, dis- 
saving). The government has now virtually 
eliminated its budget deficit, but the house- 
hold saving rate has halved to its lowest for 
more than 50 years. As a result, national 
saving was only 17% of GDP in 1997, no 
higher than in the late 1980s. Among the 
rich industrial countries, only Britain, 
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whose economy is also thriving, saves less 
of its income than America. 

Japan, which saves roughly 30% of GDP 
each year, has been able to afford a much 
higher rate of investment. Over the past de- 
cade Japan’s investment as a share of GDP 
has been almost double that of America. 
And while America’s savingshave been in- 
adequate to finance even its modest invest- 
ment, forcing America to borrow from 
abroad, Japanese saving has consistently 
exceeded investment, giving it a current-ac- 
count surplus (which by definition equals 
the difference between domestic saving 
and investment). As a result of these persis- 
tent imbalances, America's net foreign debt 
amounted to an estimated $1 trillion at the 
end of last year; Japan's net foreign assets 
are approaching the same sum. 

On the surface, Americz's spendthrift 
habits might seem a recipe for disaster. Yet 
since 1979, Japan's economyhas grown no 
faster than America's, on average. One rea- 
son for this lies in a truism that every indi- 
vidual investor readily understands: the 
higher the return on capital, the less one 
must invest today to enjoy a given amount 
of consumption tomorrow. 

Another McKinsey study. published in 
1996, found that American firms made far 
more efficient use of capital than those in 
Japan or Germany, which also invests more 
than America. American business earned 
an average real return of 9% a year in the 20 
years to 1993, compared with 7% in Japan 
and Germany. The gap may have widened 
since then: more up-to-date figures from 
the OECD, based on a different measure, 
suggest that America’s rate ofreturn on cap- 
ital over the past five years was roughly 
twice as high as that in Japan or Germany. 
McKinsey suggested that capital is used 
more efficiently in America because com- 
petition is fiercer and because shareholders 
demand more from managers. A higher re- 
turn on capital allowed America to create 
more real wealth than Japameven though it 
saved less. 

If rates of return are higher in America, 
then it makes sense for America to have a 
net inflow of foreign capital: excess savings 
in Japan and elsewhere can be invested 
more profitably in America than at home. 
But can America continue to attract suffi- 
cient foreign capital? Some economists 
reckon that the slump in demand in Asia 
will push America's current-account deficit 
to $300 billion in 1999—higher as a per- 
centage of GDP than its peak in the late 
1980s, when the dollar plunged. 

This is all right so long as America's 
higher profitability is driving those capital 
inflows. But it is unlikely that the return on 
capital will always remain higher in Amer- 
ica than elsewhere. If Asian and European 
governments carry out reforms which 
make their labour, product and capital 
markets more efficient, then the returns on 
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capital in their economies should rise to 
match America's. In that case, less foreign 
money would flow in, and America would 
be able to sustain its present investment 
only by increasing domestic saving. 

Even now, America’s long-run pros- 
pects would look rosier if it saved more. Pol- 
icies which depress saving, particularly a 
tax system which gives generous relief on 
home-mortgage interest and corporate bor- 
rowing, still need to be addressed. Japan's 
inability to use its high saving rate to its ad- 
vantage has helped to support American 
investment and growth in the 1990s. If that 
inability persists, Americans will be able to 
sustain their vice for a little longer. But if 
the crisis helps Japan and other Asian 
countries learn to make better use of their 
capital, then high saving and investment 
will again prove to be a virtue. 





Thailand's economy 
Top of the class? 


BANGKOK 


Ves pupils are good models for the lazy 
and recalcitrant. In the IMFs reforma- 
tory for delinquent Asian tigers, Thailand 
fits the bill. While President Suharto of In- 
donesia tries to bluster, bluffand blackmail 
his way out of tough 1Mr-prescribed re- 
forms (see page 84), Thailand does nearly 
everything demanded of it. Partly to show 
Mr Suharto the error of his ways, the IMF 
wants to tout a success story. One snag: 
Thailand, as yet, is not it. 

There is certainly much to admire in the 
single-mindedness with which the govern- 
ment of Prime Minister Chuan Leekpai has 
tackled its troubles since taking office in 
November. It has cut spending and raised 
taxes. It has closed 56 finance companies, 
nationalised four failing banks, and 





Chuan recites 


Learning curve 
Thai: ng 





opened the finance industry to foreigners. 
It is compelling banks to be more candid 
about their bad loans, and to raise new cap- 
ital. It has kept interest rates high despite 
the loud complaints of industrialists, and 
has an ambitious privatisation pro- 
éramme. Collapsing imports have turned 
the current account from a deficit of close 
to 8% of GDP in 1996 into four successive 
monthly surpluses. 

The school swot has been collecting 
prizes. Mr Chuan has been promised $17 
billion in American aid. The IMF and 
World Bank heap praise on his team of eco- 
nomic ministers, and promise extra help. 
Last August's $17.2 billion 1mF-led rescue 
package now looks positively frugal com- 
pared with the much larger bail-outs of In- 
donesia and South Korea. Even the markets 
are applauding. The stock exchange has 
been the best-performing in the region this 
year, and the currency, the baht, has clawed 
its way out of the depths (see chart). 

Nevertheless, as one foreign economist 
puts it, Thailand is “only at base camp” and 
there is still a mountain to climb. Over $60 
billion of short-term foreign debts in the 
private sector have not been rescheduled, 
only “rolled over”, or renewed, in a nerve- 
wracking series of ad hoc agreements. 
Recapitalising the banking system will take 
an estimated $30 billion, and that money 
will be hard to come by: borrowing abroad 
would be prohibitively expensive, while 
auctioning the assets of the closed finance 
companies, which total some $20 billion, 
may disappoint, as many are in the form of 
loans secured against property, which for- 
eigners are not allowed to control. 

Meanwhile, the real economy is shrink- 
ing fast, by a forecast 2'2-3'2% this year. Even 
if, as the government hopes, the recession 
“bottoms out” in the third quarter, hun- 
dreds of thousands more workers will have 
lost their jobs. 

Mr Chuan this week faced a no-confi- 
dence debate in parliament. His govern- 
ment is a fragile coalition, held together 
partly by a sense of crisis. The opposition is 
unlikely to bring the government down, 
but vested interests still threaten the pace of 
reform. 

In addition, Thailand, where the 
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“Asian contagion” started last year, is now 
at risk of secondary infection from the po- 
tential disaster in Indonesia. And the struc- 
tural difficulties in its export industries 
pose worries for longer-term growth pros- 
pects. Before the crisis Thailand had ceased 
to be a low-cost producer but was ill- 
equipped to supply more sophisticated, 
less price-sensitive goods. It still is. Labour- 
intensive industries such as clothing com- 
plain about wage costs. Electronics assem- 
blers lament the lack of qualified workers. 
All moan about corruption and red tape. 
The forced adjustment brought about by 
the financial crisis, it seems, has not yet 
worked. Down-market of Thailand, there 
are cheaper producers: China, Vietnam 
and Indonesia, for instance. And the move 
to products with higher added value has 
been delayed. 

Why then the rosy glow around the 
stockmarket and the baht? Perhaps because 
Tarrin Nimmanahaeminda, the finance 
minister, realises that in a struggle to regain 
market confidence, half the battle is fought 
in the arena of public relations. That is an 
important lesson. But at some point, even 
the most congenial and articulate of stu- 
dents still needs to sit the exams. 





Latin America 
Fragile finance 


CARTAGENA 


AST October Latin America caught 
Asian flu. As capital fled emerging mar- 
kets everywhere, Latin stock and bond mar- 
kets crashed and Brazil, by far the biggest 
economy, was forced into stern measures to 
defend its overvalued currency. Five 
months later the conventional wisdom is 
that Latin America has pulled through. At 
the Inter-American Development Bank's 
annual meeting this week in Colombia, the 
experts’ consensus was that Latin America 
as a whole will grow around 3% this year 
and even faster in 1999. That represents a 
fall from last year's 5.2% rate, but things 
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Difference between yields on Brady Bonds and 
US Treasury (30-year) bonds 
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Borrowing isn’t the only way 


could have been far, far worse. 

This reassuring forecast, however, may 
be a bit optimistic. Latin America’s fast 
growth over the past two years has owed 
much to record inflows of foreign capital. 
With some investors suffering from emerg- 
ing-market trauma, the Latins will find it 
difficult to keep the money flowing. 

Last year the eight largest Latin Ameri- 
can economies ran a combined current-ac- 
count deficit of $57 billion. This year, ac- 
cording to the Institute of International 
Finance, a bankers’ group, the current-ac- 
count deficit will deteriorate to $71 billion, 
despite slower growth. Direct investment 
by multinational firms should remain 
strong (partly because of Brazil's privatisa- 
tion programme), covering around half of 
that gap. But with little new commercial 
bank lending on offer, most of the rest will 
have to come from the bond market. 

For much of last year, Latin govern- 
ments and companies could sell bonds 
abroad at extraordinarily low rates. When 
the market dried up in October, spreads be- 
tween Latin American bonds and Ameri- 
can Treasury bonds soared. They have slow- 
ly narrowed since then (see chart), and 
some countries, such as Argentina and 
Mexico, have tested the market with new is- 
sues. But these have been at shorter terms 
(five or ten years, rather than up to 30) and 
higher rates than they obtained last year. 

This month Latin American bonds 
have been in demand once again. Claudio 
Loser, who runs the western-hemisphere 
division of the Imr, says that although gov- 
ernments may have to pay a bit more than 
last year, they should be able to finance 
their needs. The outlook is cloudier, how- 
ever, for private companies. Last year, they 
raised $26 billion in bond issues, up from 
$10 billion in 1995. But the private sector 
accounts for only a sliver of the $7 billion of 








Latin American bonds issued so far this 
year. While blue-chip firms should be able 
to tap the market as it eases, second-tier 
companies will face difficulties raising 
money abroad, says Joyce Chang of Merrill 
Lynch, an American investment bank. 

That is bad news. The market for equity 
issues by Latin American firms has been 
frozen since October. A long list of firms is 
waiting to issue shares. They are likely to 
have to wait a bit longer. The less 
creditworthy may be unable to bring their 
shares and bonds to market at all. Gloomier 
bankers now question whether emerging- 
market shares and bonds can ever provide 
a return which compensates for their risk. If 
that gloom persists, it will put a damper on 
Latin America’s growth. 





The Bank of Japan 
Quis custodiet 
Ipsos custodes? 


TOKYO 


| poses that Alan Greenspan and the 
entire board of governors of the Federal 
Reserve were forced to resign because of a 
financial scandal. Markets would be Jittery, 
would they not? They would want to know 
who was at the helm of the American econ- 
omy. Not so in Japan. There, financial mar- 
kets have taken in their stride the resigna- 
tion this week of the head of the Bank of 
Japan, Yasuo Matsushita, his deputy 
(Toshihiko Fukui)and perhaps other top of- 
ficials to "take responsibility" for the arrest 
of a senior employee on bribery charges. 
This comes at a time when, as the Bank ad- 
mits, the economy is going fast downhill. 
Yet in bond, equity and currency markets 
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there has been scarcely a 
ripple. 

Perhaps many in the fi- 
nancial markets think it 
doesn’t matter who is boss 
of the Japanese central 
bank, as policy is dictated 
elsewhere. Or some may 
think that Masaru Hayami, 
Mr Matsushita's replace- 
ment, and two new deputy 
governors will be more 
than adequate for the tasks 
at hand, Or perhaps they 
are convinced that the 
Bank has no choice but to 
continue its super-loose 
monetary policy. But there 
are good reasons to think 
that the markets are being 
overly sanguine. The new 
faces may not be the lead- 
ers the BO] needs. 

Mr Hayami looks a rea- 
sonable prospect. He 
worked for the Bank for many years before 
leaving to become president of Nissho 
Iwai, a big trading company. He has been 
out of the loop long enough, it is hoped, to 
be untainted by scandal Of his two new 
deputies, one, Sakuya Fujiwara, was a jour- 
nalist; the other, Yutaka Yamaguchi, ran the 
Bank’s planning department. 

They all sound innocuous enough, but 
whether they will be independent is an- 
other question. The appointments, which 
needed approval by the cabinet, not the en- 
tire Diet (parliament) mean that all 11 
members of the policy board have been 
chosen, in effect, by the ruling Liberal Dem- 





Questions for Hayami 


ocratic Party. Mr Hayami, 
72, faces suspicion that he 
was named mostly because 
the politicians thought he 
could be easily swayed. 

Given the dire straits 
that the Japanese economy 
is in, all this matters a lot. 
From the beginning of 
April a change in the law 
means that the central 
bank will have a good deal 
more independence from 
the finance ministry over 
the setting of monetary pol- 
icy. Although formal 
responsibility rests with 
the entire policy board, the 
governor and his two depu- 
ties will wield a good deal 
of influence. 

In recent meetings the 
Bank has been toying with 
cutting interest rates from 
their already record-low 
levels. But the Liberal Democratic Party has 
people within its ranks, most vocally its 
head of economic policy, Taku Yamasaki, 
who think that the best way to get the econ- 
omy moving is, bizarrely, to put interest 
rates up to increase returns for savers. That 
this would further damage already ravaged 
corporate balance sheets and thus threaten 
jobs does not seem to bother Mr Yamasaki, 
who thinks that if savers earn more interest 
they will be willing to spend more. Mr 
Hayami's ability to resist such arguments 
from Japan’s politicians is likely to be 
tested very soon. 





Stockmarket mergers 


Marry in haste 


NEW YORK 


ORE often than not, mergers be- 
tween companies fail to deliver the 
bounty promised when they tie the knot. 
After Nasdaq and the American Stock Ex- 
change unveiled details of their planned 
“market of markets” this week, only an op- 
timist would be confident that this merger 
between bourses will work better than the 
average merger between businesses. 
Nasdaq, America’s second-biggest 
stockmarket, claims that acquiring the 
Amex will help it to compete more effec- 
tively with the giant New York Stock Ex- 
change. But once Frank Zarb, Nasdaq's 
boss, has time to draw breath he may dis- 
cover that he has made a mistake—one that 
diverts the energies of Nasdaq’s managers 
just when the nyse is unusually vulnerable. 
Recently, Nasdaq seemed to have re- 
gained its momentum after a dreadful cou- 
ple of years. December's settlement of sev- 
eral class-action lawsuits allowed it to draw 
a line under the price-fixing scandal that 
forced a revamp of the market's trading 
practices and regulation. Nasdaq has also 
managed to hold on to its best-known 
stocks, notably Microsoft and Intel, despite 
the efforts of the nyse to poach them. It may 
soon get a chance to turn the tables, for the 
Securities and Exchange Commission, the 
stockmarket regulator, is expected to re- 
quire the nyse to scrap a rule that makes it 
nigh impossible for firms to delist. This 
would allow Nasdaq to recruit among the 
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| OMPARED with Europe's usual lon- 
| gueurs, the Brussels meeting on 
March 14th to realign exchange rates was 
brisk—indeed, suspiciously so. For 18 
| months, Ireland's currency, the punt, has 
|. been trading above its central rate in Eu- 
| rope's exchange-rate mechanism, the grid 
that links Europe's currencies together. 
These central rates are likely to become 
the conversion rates for countries that are 
| chosen to join Europe's single currency, 
the euro, on May 2nd-3rd. To narrow the 
gap, the Irish decided to revalue by 3% 
| against the German mark. The Greeks 
| took the opportunity to join the ex- 
change-rate mechanism, first devaluing 
by 14%; they hope to join the euro by 2001. 

Both moves were greeted effusively. 
The Greek stockmarket soared 7% in one 
day, and the European Commission her- 
alded Ireland's revaluation and Greece's 





entry as proof that the euro is firmly on 
course for launch next January. The truth, 
however, is that neither decision is as re- 
assuring as it might seem. 

The more immediately significant 
was Ireland's. This is the first time any cur- 
rency in the exchange-rate mechanism 
has revalued against the p-mark, a sign of 
how weak that once mighty currency has 
become. Yet the revaluation was not big 
enough to solve Ireland's economic di- 
lemma. Its economy is growing too fast— 
GDP expanded by over 1096 in 1997—and 
there are worrying signs of inflation in 
property and share prices. The punt 
promptly rose above its new central rate, 
a sign that the markets believe the econ- 
omy will not slow sufficiently. 

Left to their own devices, the Irish 
might try to cool things down by keeping 
short-term interest rates at a relatively 


lofty 6%. But they will not be left to their 
own devices. A single currency means 
that there will be a single monetary policy 
(and hence the same short-term rates) for 
all member countries. The two biggest 
economies, France's and Germany's, are 
still stuttering; the last thing they need is 
interest rates much above their present 
3.3%. So Ireland is likely to see even looser 
monetary policy. 

This is a foretaste of how hard it will 
be to set the “right” monetary policy for 
the 11 disparate economies that now look 
like adopting the euro next January. And 
that returns the focus to Greece, with an 
economy in worse shape than any other 
in the European Union, but which har- 
bours euro-dreams nonetheless. Putting 
sclerotic Greece and dynamic Ireland in 
the same monetary pot as France and Ger- 
many might give the new European cen- 
tral bank, responsible for the euro, severe 
indigestion. Perhaps it is as well that the 
Brussels meeting, yet again, failed to 
choose the bank’s president. 


SE — — E —— eee 





96 


THE ECONOMIST MARCH 215T 1998 









| g0] bank offshore 

e EZ have instant access to my 
5 money 

feat need a Gold International 
Debit Card from 

Standard Chartered or 
don’t | 2" 


‘WHY SIR, YOU HAVEN’T 


CHANGED A BIT!’ 
BEAMED THE CONCIERGE, 


AS THE GENTLEMAN SWEPT INTO 


THE ELEGANT RAFFLES LOBBY. 


If you keep money offshore, you may 

have all the confidence of knowing it is 
n à Secure environment earning a competitive rate of interest. But what 

someone else,' the new arrival beamed back, about getting your hands on it when you need it? 

THE GOLD INTERNATIONAL DEBIT CARD 
Our Gold Internationa! Debit Card, available to Priority Customers 
holding £50,000 or US$100,000 on deposit with us, gives you easy, 
instant access to your money from around the world 


Tm afraid you must have me mixed up with 


for this was his very first visit to the famous 


hotel. "Not at all. SIT. I'd recognise you anywhere.’ Because the card bears the VISA Symbol", it allows you to withdraw 
| local currency from over 360,000 24-hour cash machines around the 
th e Con cie rge replied M Oreover, as th e 9099, and 9 es direc payı oS Tom your oen bank account for 
goods and services at over 13 million outlets worldwide. 
| The Gold international Debit Card can help put your offshore funds 
gentleman made his way to his suite he found night into your pocket. As a Priority Customer, you'll enjoy further benefits: 
INCluGiNg a single point of contact at the Bank, in the shape of your own 
himself greeted by Bell Hops and Chambermaids l Customer Relationship Manager, and exclusive access to our Pnority 


Banking Centres around the world 

Both the Gold International Debit Card and Priority Banking are 
entirely complimentary services. 

For more information about our Gold 
Birthday!’ they called cheerily, always greeting international Debit Card - or about other accounts 
and services, which regure minimum deposits of 
only £2,500, please return the coupon below to: 
Mrs Ruth Martin, Standard Chartered Bank (Cl) Limited, PO Box 830. 
St Helier, Jersey JE4 OUF. Or, call us on Jersey +44 (0)1534 507001 
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pne YOU CAN PACK your suit in a Glaser Suitfolder, 

\ and pack your Glaser suitfolder in our 22” 
Litigation Bag, and your suit will travel almost as wrinkle- 
free as it would in a Glaser garment bag. Pack laundry- 


folded shirts in a Glaser Pakasak™ divider and they'll 


travel well also. 





WE DESIGN AND MAKE Glaser Travel Goods in our San 
Francisco studio. We make Traveler’s Briefcases in a 
variety of styles and sell direct to you. We also make 






Walnut or black leather 






19 x 13 x8", $795. the world’s best luggage for frequent travelers, and 
22 x 14 x8", $1,050. design and make custom gifts for corporate clients. 
pde] YOUR LAPTOP I$ PROTECTED by our Flexible PLEASE CALL for a free catalog, or visit our San 
: Unwreckable™ frame. Mobile Foam™ dividers Francisco showroom. 





wall-off your laptop and supply extra pockets for your pens, 


tickets, and cell phone. 

ZA YOU CAN ORGANIZE loose documents and letter- 
size or A4-size manila file-folders in a Glaser Folder- 

holder™ divider. You can virtually double the capacity of your 32 OTIS ST. SAN FRANCISCO CA 94103 

bag by storing loose documents vertically, side-by-side in PHONE 415-552-3188 FAX 415-431-3999 

a Glaser Double Dayfile™ divider. TOLL FREE 800-234-1075 ECON @GLASERDESIGNS.COM 
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REPUBLIC OF LITHUANIA 
ENTERPRISES FOR PRIVATISATION 





For further information please contact 


wv LITHUANIAN STATE PRIVATISATION 
AGENCY 

UNDER THE GOVERNMENT OF THE REPUBLIC OF LITHUANIA 

Gedimino Ave. 38/2, 2600 VILNIUS 
tel.: (370-2) 62 46 71, tel/fax: (370-2) 62 35 10 
http://www.privatisation.]t 

http://www.nerisena.lt/komerc/turt 

e-mail: kpc(ar'is.lt 


State owned shares in 3 Public Limited companies will 
be sold as one unit by public tender: 


Company's name: 

VAKARU LAIVU REMONTAS 

Capital: $ 20813344 

Turnover: $§ 21793710 

Number of employees: 1656 

Activities: Construction and repair of vessels, repair of 
machines and facilities of general purpose. 

State share for privatisation: 92.81% 

* Companies below serve aforementioned PLC 


Key Facts on Lithuania 
Population: 3 708 800 
VILNIUS (584 400) 


"i d. TR : 4 ML GDP (1996): $ 7 779 million. 
Vakarų laivų remontas Registration of documents of tender participants National currency: Litas (1 $ equals 4 Litas) 


Tender documents are available for acquisition gross 
from 16/03/1998 to 15/04/1998 Capital: 





from 06/04/1998 to 05/05/1998 
PUBLIC TENDER CONDITIONS 


1. The Lithuanian State Privatisation Agency (LSPA) intends to privatise the state-owned shares of 3 Public 
Limited Companies “Vakarų laivų remontas”, “Baltechas” and "Klaipédos elektroremontas" as one unit by 
public tender. 

2. To acquire a package of public tender documents, please apply to the LSPA in writing with an application 
form and Confidentiality agreement (please find model forms in our Internet site 
http://www.nerisena.It/komerc/turt), including the bank's document certifying that the amount of $ 50 was 
transferred to the account in currency of Privatisation Agency (Bankers Trust Company of New York, 280 
Park Avenue, New York, NY 10017, U.S.A. SWIFT code BKTRUS33 in favour of Bank of Lithuania, 
Vilnius SWIFT LIABLT2X, account No. 04-098-607, for further credit to account 1132500 of Lithuania 
State Privatisation Agency, Gedimino pr.38/2, Vilnius, Lithuania) or including a cheque to the 
same amount. 

3. The bidder, participating at the public tender, is asked to submit an application to participate in the public 
tender and a draft of sale-purchase contract (model forms are included in the package of public tender 
documents). An initial contribution of no less than $ 25 000 has to be made. 

4. The winning bidder shall be considered the bidder offering the highest sum of price and future investments 
and other offers of the same bidder shall comply with the terms set forth in the privatisation program (please 
find privatisation programme of these public limited companies on our Internet site mentioned above). 





Company's name: 

KLAIPÉDOS ELEKTROREMONTAS 

Capital; $ 76543.75 

Turnover: $ 208351.25 

Number of employees: 70 

Activities: Manufacture of electric facilities of engines 
and transport modes, repair of machines of special 
purposes, manufacture of machines of general purposes. 

State share for privatisation: 96.64% 



















Company's name: 

BALTECHAS 

Capital: $ 164620 

Turnover: $66392.25 

Number of employees: 38 

Activities: Manufacture of metal constructions and 
their elements, manufacture of other ready-made metal 


wares, 
State share for privatisation: 92.88% 





Specialists can make things messy 


many NysE-listed firms that moan about 
the Big Board. 

Instead of making the most of this 
opportunity, Nasdaq is likely to have its 
hands full dealing with a partner, the 
Amex, that has struggled on its own. Nas- 
daq long ago superseded it as the preferred 
stockmarket for small firms; the Amex’s 
trading volume is low, and many of its eq- 
uities illiquid. Some of Wall Street's biggest 
brokerage firms keenly support the merger 
because, they admit privately, the cost of 
maintaining a presence on the Amex’s trad- 
ing floor now exceeds any benefits. 

But what Nasdaq stands to gain from 
the marriage is far from clear, apart from an 
options market which is hardly central to 
its competitive strategy. Even ifall the firms 
currently listed on the Amex stay with the 
combined exchange, Nasdaq’s muscle will 
barely increase: the Amex has a market cap- 
italisation of around $200 billion, com- 
pared with Nasdaq's $1.8 trillion and the 
NYSE's $12 trillion. Moreover, Nasdaq and 
the Amex are very different. Nasdaq is a 
dealer market, in which market-makers 
post prices at which they are willing to buy 
or sell shares; the Amex (like the NYSE) is an 
auction market, in which "specialists" pair 
up customers’ matching buy and sell or- 
ders. If the two exchanges continue to be 
run separately after the merger, Nasdaq 
will gain few advantages—but the planned 
alternative, combining Nasdaq’s advanced 
technology with the Amex’s auction system, 
promises years of headaches. 

Jim Angel, an economist at Georgetown 
University, reckons that, if done well, this 
could produce a more efficient stockmark- 
et than now exists anywhere, one that al- 
lows firms to move cheaply and easily from 
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a dealer market to an auction market ac- 
cording to their needs. But there is no guar- 
antee that the combined exchange will do it 
well. And if Nasdaq really does want an 
electronic auction system, it could have 
built one without the bother of a merger. 
The biggest problem is likely to be the 
mob of floor traders which the Amex will 
bring with it. Though some economists 
reckon floor traders serve a useful purpose 
by helping investors trade at a better price, 
most stockmarket bosses regard them as 
Luddites blocking modernisation. Nas- 
daq's success until now depended on tech- 
nology: this may have been possible pre- 
cisely because it was not saddled with floor 
traders. The Amex's traders may yet do 
Nasdaq a favour by blocking the merger. 





Housing finance in Russia 


Home truths 


MOSCOW 


Ds be a small piece of American sub- 
urbia, save for one detail: it will be in 
Russia. The gated community of Pokrovsky 
Hills is being built just inside the Moscow 
ring-road, ten miles from the Kremlin. The 
developer, Hines, an American firm, is fin- 
ishing laying pipes and will soon start the 
first of 230 townhouses, each with its own 
green front lawn. Western materials and 
Russian taxes mean high costs. The cheap- 
est of the homes will have to sell for more 
than $500,000 if Hines and the American 
pension funds that have invested with it 
are to show their intended profit. 

That is one end ofthe Moscow property 
market. The other end of it is littered with 
tens of thousands of forbidding new flats 
in far-flung tower blocks that the city gov- 
ernment cannot sell. Misled by a release of 
pent-up demand for property in 1991-95, 
Moscow kept building furiously long after 
the market had turned, adding 40,000 or 
so flats that nobody wants. But the city's 
misadventures may yet bring useful results. 
The need to reduce the inventory 
seems to have persuaded Yuri 
Luzhkov, the powerful mayor of 
Moscow, to proclaim the need for 
a mortgage market. 

At the moment, Russia has no 
such thing. The country still has 
far to go in accommodating pri- 
vate property. Only since 1991 
has the government encouraged 
citizens to buy their homes. The 
legal and administrative frame- 
work is evolving after the fact. 
Even establishing title can be dif- 
ficult. A new law obliges all local 
authorities to create property reg- 
istries, but for now only Moscow 
and a dozen other places are 


fairly efficient at registering titles. 

Clear titles are a necessary step in build- 
ing a mortgage market, but by no means a 
sufficient one. Russian law favours rights of 
occupation over rights of ownership. Save 
in the case of newly built property, buyers 
have to make sure not merely that a vendor 
has the right to sell his flat, but also that no- 
body else has the right to go on living there. 
Each family member registered at a flat 
must consent separately to a sale. The bias 
towards occupants makes property all but 
worthless as collateral, because a lender 
would have little chance of repossessing a 
home in the event of a mortgage default. 

Despite these problems, one or two Rus- 
sian banks have built small mortgage port- 
folios. DialogBank, a private bank with a 
client base among foreign firms, offers 
home loans to borrowers who can provide 
a guarantee or cash collateral from an em- 
ployer. The terms are not for the faint- 
hearted: loans are due in two to five years, 
are repayable in dollars and bear interest 
rates of 15-18%. But by and large, banks have 
been waiting for a right of repossession be- 
fore plunging into the market. Parliament 
has failed to oblige. Last year it came up 
with a half-hearted mortgage law that spelt 
out the obligations of borrowers but failed 
to provide lenders with much by way of 
remedies. The law was rejected by President 
Bcris Yeltsin and has languished since. 

Mr Luzhkov has invited consultants 
from Harvard University, BankBoston, and 
Federal National Mortgage Association, a 
huge purchaser of mortgages in America's 
secondary market, to tell him what needs to 
be done to get a mortgage market going. 
Part of the answer will probably be to fun- 
nel cheap foreign credits, earmarked for 
mortgages, into government-linked banks. 
The crucial issue of repossession may be re- 
solved by using municipal law—a blow to 
Mr Luzhkov's paternalistic image. But he 
has a lot of empty flats to sell, and a lot of 
voters at his back who would like to see 
property prices, which have fallen 20% 
since 1996, rise again. The bailiffs may get 
their chance. 





Young residents have rights too 


————— JN 
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HILE Asia's financiai crisis has left 

many questioning the wisdom of 
unfettered capital flows, the cause of freer 
trade remains unscathed. Bill Clinton is 
off to Africa this weekend, spearheading 
an American policy that emphasises 
trade more than aid. Trade integration 1s 
high on the agenda in Latin America, and 
none of Asia’s troubled economies has 
whispered a word about raising new bar- 
| rlers to imports. The reason is clear: few 
| doubt that freer trade helps poor coun- 
tries grow faster. 

That may be conventional wisdom, 
but free-trade aficionados have not won 
the day entirely. Economists are still busy 
trying to understand whether, and how, 
| freer trade boosts economic growth. More 
| worryingly, the imF, which specialises in 
, designing economic reforms for poor 
| countries, turns out to have been remark- 
|^ ablyunambitious in pushing openness. 
|. Does freer trade really matter? Strange 
| though it may seem, this widely accepted 
-| proposition has not been easy to prove in- 

| controvertibly. It is clear that lowering 
| trade barriers delivers an economic shot 
i in the arm as inefficiencies are elimi- 
i. nated. But this is different from showing 
that trade leads to a higherrate of growth 
in the long run. On the contrary, tradi- 


 eralisation delivers a one-time gain, after 
|. which the economy will grow at the same 
| rate as before. 

|... The connection between trade and 
3j. growth rates has also been hard to prove 
|. empirically. Although there is no lack of 
| anecdotal evidence that countries open 
to trade grow faster—think only of Chile, 
Hong Kong or Singapore—isolating the 
impact of lowered trade barriers is tricky. 
Trade can be restricted in numerous 


eralisation needs to quantify all these di- 
verse restrictions, a difficult task. 

Most studies have tried to solve this 
problem by using simpler measures of 
openness. Some early analyses used prox- 
ies me openness, suchas 
| rts or ‘aii ratio aol a exp ports to GDP. 

















| : sure trade di stortions direc. One of the 








Economists have ever more evidence that freer trade boosts growth. So why 
do IMF programmes to reform poor economies so often neglect it? 


tional economic models posit that lib- 


ways, from tariffs and. quotas to less obvi- - 
ous measures, such as foreign-exchange - 
controls. A careful measure of trade lib- 


he growth rate 





best known, calculated by Jeffrey Sachs 
and Andrew Warner of Harvard Univer- 
sity, looks at such factors as tariff levels 
and the black-market exchange-rate pre- 
mium. But this index only classifies coun- 
tries as “open” or “closed”; it does not dif- 
ferentiate among countries with different 
levels of openness. 

In a newly published article* Sebas- 
tian Edwards, of the University of Califor- 
nia at Los Angeles, takes a different ap- 
proach in investigating. whether more 
open economies really grow faster than 
less open ones. The focus of Mr Edwards's 





attention is total factor productivity (TFP), 


which measures how efficiently an econ- 
omy puts both capital and labour to use. 
This makes sense, because all economists 
agree that a country's rate of economic 
growth depends on the accumulation of 
capital and labour and on increases in 
the productivity with which they are used. 
_ As Mr Edwards looks at it, a country’s 
TFP growth can have two different 


sources, domestic innovation or techno- 


logical advances imported from abroad. 


The rate of domestic innovation depends 


on the country's stock ofhuman capital— 
in other words, of creative, educated 
workers. Imported innovation is more 


important to poorer countries, where hu- 


man capital is generally scarcer. Innova- 


tion may be introduced through im- 
ported goods and services. If this model is 
. correct, the speed with which a poorer 
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* + “Openness, Productivity and Growth: What do we : 


Really Know?” Economic Journal. March. 1998. 
t "Trade Liberalisation in ME Sapper: PORE 
February 1998. 





country improves its TFP relative to 1 
advanced countries should d 


partlyupon how eagerly it welcomes suc EE 
imports—in other words, how open it is 


to trade. 


Mr Edwards then tests the mm 


between trade policy and productivity 
growth for 93 countries between 1980 
and 1990 by using nine different mea- 
sures of trade *openness". However open- 


ness is defined, he reports, countries with 


a higher level of trade distortions had 
lower productivity growth than those 
with fewer trade distortions. Given that 
all these indices measured different as- 
pects of trade freedom and that they cov- 
ered slightly different samples of coun- 
tries, the uniformity of the results is 
striking. Freer trade is clearly good for 
productivity growth. 


Off target 

Given the ever-mounting evidence that 
openness does help economies grow 
faster, it is surprising that many poor 


countries still downplay the importance _ 
of freer trade. An intriguing new report! 
from the IMF offers one explanation. - 
Fund economists studied 30 multi-year. 
IMF-backed economic reform packages in... 
27 countries agreed during the 1990s. . 
Their report reveals that one-third of. 
those programmes did not SOMOS 





trade liberalisation. 


This research also required the cre- . 
ation of an index of trade openness. The. 


Fund's economists then scored countries 


on a scale of 1 (very open) to 10 (highly re- 
strictive). Two-thirds of the countries were 
deemed to have highly restrictive tradere- 
gimes (a score of 8 or more) before their 
IMF programmes took effect. Surpris- . 
ingly, almost one-third of the IMF pro- - 
grammes did not aim for a trade liberal- 

isation big enough to register on the ten- : 


point scale and only one aimed for a 


dramatic improvement of 5 points (see 
chart). Those that emphasised. trade re- 


form generally achieved it. 

Why were the IMF programmes not 
more ambitious? One answer is that 
many poor countries rely heavily on tar- 
iffs for government revenue. Concern 
about lost tax receipts can slow trade re- 


form, particularly if the IMF is most con- 
cerned with fiscal prudence. But here the | 
self-critical report is unequivocal: more - 
attention should. go to "fiscal: policies iy 


that ... support trade reform", As tl 


dence on the. long-term 1 benefits of freer 











trade becomes ever stronger, it is surely 


time ethe ine 3 d imo lore to lo promote it. 
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Bugged by disease 


ATLANTA 


Evidence is accumulating that many chronic ailments, including one that 


kills, are caused by bacteria 


OST people, in the West at least, 
probably think of a bacterial infec- 
tion as something that is over with quickly. 
You catch it, you are treated, you get better— 
or else you die. There are exceptions, of 
course. Leprosy brings lingering misery, 
and tuberculosis can last for years. In gen- 
eral, though, bacterial diseases appear to be 
short, sharp shocks that can be dealt with 
bya highly tuned immune system, perhaps 
backed up with a dose of antibiotics. 

It may come as a surprise, therefore, that 
asthma, arthritis, hardening of the arteries 
and a number of other diseases which 
sometimes nag on for as long as a person 
lives may also be the result of bacterial in- 
fections. Exploring the role that bacteria 
play in these ailments is a new topic in 
medicine. That is why, although the dis- 
eases themselves are hardly novel, the re- 
cent International Conference on Emerg- 
ing Infectious Diseases, held in Atlanta by 
America's Centres for Disease Control 
(CDC), devoted a session to them. 


Now you see it... 

The session's principal speaker was Gail 
Cassell, who works at Eli Lilly’s laboratory 
in Indianapolis on a group of bugs known 
as the Mycoplasmas. (Much of cpc’s own 
effort in the field is co-ordinated by 
Siobhan O'Connor.) Dr Cassell explained 
how the field had arisen, some of the diffi- 
culties and some recent findings, 

The first chronic complaint found to 
have an unexpected bacterial cause was 
stomach ulceration. The evidence that ul- 
cers are triggered by a bug called Helico- 
bacter pylori had been accumulating since 
the 1970s. America’s medical establish- 
ment (ie, the National Institutes of Health) 
officially accepted the idea in 1994. This en- 
couraged others who were looking for hith- 
erto-unsuspected connections between in- 
fections and disease. 

Meanwhile, a number of new biochem- 
ical tools capable of identifying so-called 
“fastidious” bacteria—bugs that are diffi- 
cult to extract from infected tissue and 
grow in cultures for identification—were 

»eing developed to aid the search. Bacterial 
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Danger! Bacteria at work 


genes can now be detected in infected tis- 
sues by using in situ hybridisation, in 
which small DNA "probes" attached to flu- 
orescent molecules stick to the relevant 
genes, or with advanced versions of PCR 
(the polymerase chain reaction, which al- 
lows small numbers of DNA molecules to 
be multiplied into quantities that can be 
analysed). 

Bacterial proteins, too, can be identi- 
fied and analysed in infected tissue by 
combining new techniques for the produc- 


tion of antibodies with the expanding sci- 
ence of immunocytochemistry (which 
looks at the reactions to those antibodies of 
individual components of cells). The days 
when an infection could be identified only 
by growing a culture in a Petri dish are past. 

Helicobacter activities seem, so far, to 
be confined to the stomach (though the bac- 
terium has now been implicated in cancer 
there, as well as in its ulcers). A number of 
other bacterial suspects appear, however, to 
have broader effects. Conversely, similar 
symptoms can be produced by a variety of 
organisms. 

For example, four different sorts of 
food-borne bug—Salmonella, Shi- 





gella, Campylobacter and Yer- 

sinia—can cause reactive arthri- 
tis, a painful inflammation of 

the joints that may last months 
or even years. And the same bac- 
teria also cause Reiters syn- 
drome, a disease whose victims 
suffer not only inflamed joints, 
but also inflammation of the eyes 
and the urinary tract. 

Reactive arthritis is not, however, 
caused only by what you eat. It can also 
result from other pleasures. It may be pro- 
voked by infection with Chlamydia 
trachomatis, a sexually transmitted deni- 
zen of the genital tract, and Ureaplasma 
urealyticum and Mycoplasma ferment- 
ans, two other inhabitants of the genitals. 
Breathing can be hazardous too. Mycoplas- 
ma pneumoniae, a cause of pneumonia, as 
its name suggests, is also implicated in reac- 
tive arthritis. And arthritis of a somewhat 
different sort sometimes follows Lyme dis- 
ease, an infection caused by Borrelia burg- 
dorferi which is passed on by tick bites. 

Chlamydia trachomatis also causes 
blindness, while its cousin, Chlamydia 
pneumoniae, is implicated in childhood 
asthma and adult emphysema. Myco- 
plasma pneumoniae also appears to be in- 
volved in asthma. But perhaps the most 
worrying of all these findings is the sus- 
pected link between Chlamydia pneu- 
moniae and atherosclerosis (hardening of 
the arteries) Over the past few years, re- 
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One way to avoid nasty bacterial infections might be to visit the spice market 


more often. That, at least, is the inference which can be drawn from a survey of 
spice-using habits carried out by Jennifer Billing and Paul Sherman, of Cornell 
University. Many spices are known to have antibacterial properties, and Ms Bill- 
ing and Dr Sherman wondered if this was the explanation for their preferential 
use in hot countries, where food spoilage is more of a problem than in temperate 
climes. Their research, based on a survey of 93 recipe books from 36 countries, 
and published in the current edition of the Quarterly Review of Biology, suggests 
that it is. Alternative hypotheses—that spices have some nutritional value, that 
they are eaten to disguise the flavour of spoiled food, or that by provoking sweat- 
ing they increase evaporational cooling—did not explain the data as well as the 
idea that they are actually pre-emptive antibiotics. 


oo nnn — 


search done in Finland, Italy, Britain, Ar- 
gentina and America has confirmed that 
this bacterium likes to inhabit the fatty 
“plaques” which accumulate on the insides 
of the blood-vessel walls when arteries 
harden. One inference is that the bacteria 
may not merely be living in the plaques, 
but creating them. 

There is a risk to this kind of reasoning, 
of course. The studies done so far clearly 
show a greater risk that someone will suffer 
a heart attack if antibodies to Chlamydia 
are present in his blood stream (indicating 
that the immune system is reacting to the 
bacterium's presence), or when its DNA is 
found in his clogged arteries(it is definitely 
in the “fastidious” category when growing 
in arterial plaques, and nas only rarely 
been cultured from them). But this does not 
prove Chlamudia is causing heart disease. 
It could simply be that the bugs like to live 
in plaques, but that those plaques were 
caused in the first place by something com- 
pletely different. And even the strongest 
proponents of the idea that atherosclerosis 
is an infection do not claim Chlamydia is a 
sufficient cause by itself; diet and genes are 
also involved. 

But there are at least two reasons to be- 
lieve that correlation, in this case, reflects 
causation. First, using antibiotics to treat 
an atherosclerotic patient who has had one 
heart attack reduces the risk of his suffering 
a second. (Rheumatoid arthritis, the most 
common arthritic variety, also responds to 
antibiotics in some patients, leading re- 
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searchers to suspect that it, too, may some- 
times be provoked by bacteria.) Second, re- 
search has come up with the glimmer of a 
mechanism. 

A recent experiment by Robert Moles- 
tina at the University of Louisville, in Ken- 
tucky, has shown that infecting endothelial 
cells taken from the walls of coronary arter- 
ies with Chlamydia stimulates the produc- 
tion of molecules called chemokines. That 
is not surprising, since the role of chemo- 
kines is to attract disease-fighting white 
blood cells called neutrophils and mono- 
cytes to the blood-vessel walls. Once there, 
however, these blood cells invade the endo- 
thelium, causing it to become inflamed. 


Such inflammation is, in fact, a normal 
response to bacterial infection. The curious 
question is why the inflammation would 
become chronic in atherosclerosis, when in 
the case of most infections it is transient. 

The most likely explanations are that 
the immune system is unable to clear the 
infection completely or that the site is pecu- 
liarly susceptible to reinfection, causing 
more damage each time. The bacteria, in 
other words, keep proliferating and the 
white cells keep coming. But whatever the 
cause, since another effect of inflammation 
is to attract platelets (fragments of blood 
cells that cause clots to form) to the area, the 
creation of a clot, with the attendant risk of 
a heart attack or stroke, is acommon conse- 
quence of this continual inflammation. 

Solve the problem of chronic inflam- 
mation, then, and a cure for atherosclerosis 
may come closer. But chronic inflamma- 
tion is not restricted to the arterial walls. It 
appears to be the linking factor of many of 
these diseases. Arthritis is inflammation of 
the joints. Crohn’s disease (also suspected 
of being caused by bacteria) is an inflam- 
mation of the bowel. Ulcers are inflamma- 
tions of the stomach. And so on. 

Ironically, this common feature makes 
testing whether a particular disease is bac- 
terial more difficult. Applying antibiotics, 
as has been done for atherosclerosis and ar- 
thritis, is the obvious experiment. But many 
antibiotics are also anti-inflammatories, 
which makes the results ambiguous. 

If, nevertheless, a wide range of diseases 
now put down to the general process of age- 
ing do turn out to be infections, a new field 
of treatment will open. Over the past few 
years, drug companies have been reluctant 
to invest in new antibiotics. Soon they may 
change their minds. Vaccines against germs 
which have been regarded as unworthy of 
attention might also be developed if such 
germs are shown to cause serious diseases. 
In future, therefore, it may be possible to 
pop a pill or have a shot to keep you both 
free of heart disease and lithe of limb. 





Microrefrigeration 


Way cool 


LOS ANGELES 


The American Physical Society held its annual shindig this week in Los Ange- 
les. Two stories, both concerning the strange world of quantum mechanics, 


caught our reporter’s eye 


HILIP FISHER and Joel Ullom have 

had a cool idea. On March 16th they 
demonstrated to a breathless aps audience 
an apparatus that will eventually be able to 
freeze things to a few thousandths of a de- 
gree above absolute zero, Small things, to be 
sure: nothing measuring more than 20 
thousandths of a millimetre across will fit 


inside their new refrigerator. But the princi 
ple has been established. It is a new ont 
and it depends on quantum mechanics. 
Mr Fisher and Mr Ullom arestudents o 
Michael Nahum at Harvard. They hav 
been following a line of reasoning that D 
Nahum developed a few years ago. An obvi 
ous way to cool something is to expel it 
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hottest parts—and at an atomic level, hot 
means fast-moving. Some of the easiest fast- 
moving things to expel from something, Dr 
Nahum reasoned, are its electrons. 

To perform this selective electronic ex- 
pulsion, Mr Fisher and Mr Ullom exploited 
the curious properties of a junction made 
ofan ordinary metal and a superconductor 
(a material which, when cooled suffi- 
ciently, loses its electrical resistance), sepa- 
rated by a thin layer of insulator. Metals are 
good conductors of electricity whilst in- 
sulators, by definition, are not. So you 
might think that an electron flying through 
a metal and encountering an insulator 
would have no chance of getting through. 

That would be to reason without quan- 
tum mechanics. At tiny scales, the position 
of an object is hard to pin down. As a conse- 
quence, a particle such as an electron can 
change its location without “moving”. This 
is known as quantum tunnelling. It means 
that electrons from the metal can end up in 
the superconductor without having to pass 
through the insulator. 

In practice, only hot, high-energy elec- 
trons can do this. Electrons in a cool mate- 
rial are confined to a restricted number of 
discrete energy levels, with the lowest occu- 
pied first. Normally, an incoming electron 
would have a good chance of displacing 
one of these low-energy incumbents, but 
unlike the free electrons in metals, which 
are usually singletons, those in a supercon- 
ductor tend to wander around in pairs. 
These pairs are difficult to break up, so any 
intruding electron, unable to displace an 
incumbent from a pair, must occupy a 
higher, vacant energy level within the 
superconductor in order to stay put. To get 
there it must be quite energetic (and there- 
fore fast) itself. The result is that the triple 
junction has a tendency to pump fast elec- 
trons from the metal into the superconduc- 
or, cooling the metal down. 

This tendency needs a little assistance— 
in electrical *kick" applied to the metallic 
ide of the junction. If it were not for this 
tick, the apparatus would be behaving just 
ike Maxwell's Demon, a hypothetical crea- 
ure (conceived of in the 19th century by 
ames Clerk Maxwell) that could cause the 
ipontaneous separation of hot and cold 
articles and thus do serious damage to 
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some of the laws of physics. When a suit- 
able kick is applied, however, a stream of 
hot electrons does indeed flow from the 
metal to the superconductor, and the laws 
of physics are boringly preserved. 

Simply getting the hot electrons over 
the barrier is not the end of the story. Soli- 
tary electrons in a superconductor do not 
maintain their independence for long. 
When they eventually pair up with others, 
they dump their excess energy and thus 
heat the junction a little. Other minor con- 
tributions towards heating the putative re- 
frigerator are the impurity of the supercon- 
ductor and the resistance of the junction. 
The latter, however, should soon be im- 
proved by borrowing techniques devel- 
oped for processing semiconductors. 

Once these problems are overcome, Mr 
Fisher and Mr Ullom think that they will be 
able to cool a piece of metal as large as a 
tenth of a millimetre across all the way 
down to about 20 thousandths of a degree 
above absolute zero. (It will start out in a 
bath of liquid helium held at a degree and a 
half) Besides the record-breaking cool of 
such a feat, an apparatus based on this idea 
might even have some uses. 

The area in question could accommo- 
date several thousand transistors, so it 
would be possible to make a simple piece 
of electronic equipment and keep it very 
cold indeed. Engineers who build x-ray de- 
tectors for identifying impurities in semi- 
conductor chips (among other things) 
would be interested in such a device. The 
performance of such detectors improves 
dramatically at lower temperatures. Mr 
Fisher reckons that working as x-ray detec- 
tors in the semiconductor industry could 
be the best chance that superconductors 
have of becoming a useful technology. 





Molecular bonding 


Water surprise 


LOS ANGELES 


N° all of the things that physicists talk 
about at their annual meetings have 
incomprehensible names like, say, one-di- 
mensional Heisenberg antiferromagnetic 
chains. Four sessions at the American Phys- 
ical Society meeting concentrated on the 
most ordinary of all substances: water. 
Water, however, is not as ordinary as it 
might, at first sight, appear. This is not only 
because of its importance to life, but also 
because many of its physical properties are 
unique—its solid version (ice), for instance, 
is less dense than the liquid form. 
Physicists generally agree that what 
makes water eccentric is the behaviour of 
the hydrogen atoms in its molecules as 
those molecules get close together. But the 
details of this “hydrogen bonding” are not 





Quite a drop 


well understood. 

What makes water water? Are the hy- 
drogen bonds between two molecules of 
water sufficient to give it its unique charac- 
teristics—or are thousands of molecules re- 
quired? Using computer simulations, Da- 
vic Clary of University College, London, 
has examined how water molecules bond 
together. As a result, he seems to have dis- 
covered the size and shape of the smallest 
possible drop of water. 

The result is down to quantum me- 
chanics. In a "classical" world, where quan- 
tum effects did not obtain, the lowest en- 
ergy an atom or molecule could have 
would be zero. According to quantum me- 
chanics, however, an atom is always in mo- 
tion—it cannot, therefore, have zero energy. 
Dr Clary's simulations were the first to in- 
corporate this fact. 

It was already known that six is the 
minimum number of water molecules 
needed to form a three-dimensional struc- 
ture. Even five molecules linked together— 
pentamers, as they are called—form a ring- 
like figure with no depth. Hexamers come 
in a variety of intriguingly named shapes— 
"prism", "cage", “book”, and “boat”. Dr 
Clary's work showed that the hexamer is, 
however, most comfortable in the cage 
configuration. 

He also calculated something called the 
"dipole moment" of the hexamer. The di- 
pole moment of an object is a measure of 
how electrical charge is distributed within 
it. The dipole moment of a hexamer of wa- 
ter molecules turns out to be almost identi- 
cal to the dipole moment of bulk quantities 
of water—indicating that liquid water is 
made up of cage-shaped hexamers. All this 
suggests that the smallest possible droplet 
of water must be made up of at least six 
molecules arranged as a cage. Not that you 
would notice one on the end of your tap. 





103 


OFFSHORE INVESTMENT. 


WHO WINS THE 
PROFESSIONALS’ VOTE? 





Over the last five years. Perpetual has won more than 50) awards for the quality of its offshore myestment management. 
Five of our funds have achieved ratings from investment analysts, Standard & Poor’ Fund Research. 
And we have recently been voted Best Overall Offshore Fund Group by professionals throughout the industry in 
OffRhore Financial Reviews awards for Product Design and Service Excellence. For an information pack on investing 


with Perpetual, call our Customer Services Department on *44 (0) 1534 607660 





or send a fax on +44 (M) 1534 38918. Alternatively talk to your Financial Adviser. 


Perpetual Fund Management (Jersey) Limited, PO Box 459, d'Hauteville Chambers, 
Seale Street, St Helier, Jersey JE4 SWS. 


Perpetual 





The value of. an investment and the income from imcan wo down as well as up (this may parth be a resulr of exchange rare Avetuations) and you may not get back the amount Invested. Past performance is not necessarily à guide ro 


erom mte whose possession this adverrsement may come are required h the Manager to inform themselves of and comply with any retewant restrictions 


perihan Ih lvertriement docs eet consirute ae offer orc solomratimn Py anyorte in anm inrisdictión in which sech offer x not authorised or to any persan to whiom i es anlawful to make such offer or solicitation 


MOREOVER 





A miserable past and present 


PRISTINA 


The history of wretched Kosovo is no happier than its present according to two 


new books by experts on the area 


HERE are still people who believe that 

Kosovo is a rural region of Argentina. 
Since Europe's next war threatens to break 
out here, it is lucky then that the number of 
available histories of this really wretched 
corner of the Balkans has suddenly in- 
creased from none to two. 

Kosovo is that part of southern Serbia, 
bordering Albania, which the Serbs claim 
as their Jerusalem, the spiritual heart of 
their nation. If this is the case, say the ethnic 
Albanians who now make up 90% of the 
province's population, then this heart has 
been transplanted into a foreign body. 

Years before the destruction of the old 
Yugoslavia it was predicted that, if war 
broke out, it would do so in Kosovo. In the 
end it did not happen that way. In this past 
month, though, a violent flare-up re- 
minded the world that the Balkan crisis is 
far from over. The nationalism that de- 
stroyed Yugoslavia began in Kosovo and 
has yet to end. 

The authors of both these books are Brit- 
ish writers. Noel Malcolm, a noted Hobbes 
scholar, wrote a critically acclaimed history 
of Bosnia while Miranda Vickers, a knowl- 
edgeable correspondent, has written two 
books about Albania. Their histories of 
Kosovo complement each other well. While 
Mr Malcolm is more interested in its longer 
past Ms Vickers dwells more on the imme- 

diate background to the present troubles. 

The message of both is depressing in the 
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extreme. If history is any guide to the future, 
then Kosovo has little to look forward to. 
Indeed, you are tempted to describe its last 
600 years as a history without the good bits. 
Wars, conquest, rebellion, flight and op- 
pression have been its recurring themes. 

Under the Ottoman Turks for almost 
500 years the Serbs dreamed of liberation. 
For them Kosovo acquired a quasi-mystical 
status, especially in the 19th century, when 
its redemption came to be equated with the 
resurrection of Serbia’s medieval glory. By 
1912 though, when the Serbian army did re- 
turn, it did so to what had become almost a 
foreign land. The majority of its population 
were no longer Serbs but Albanians. They 
were not liberated but conquered. 

Mr Malcolm’s narrative is gripping, 
even brilliant at times. He does not shy 
away from controversial thought. Deter- 
mined to shatter Serbian historical claims 
to Kosovo he takes to his task with the vig- 
our of a detective driven by true passion. At 
times his claims are, in terms of Balkan his- 
tory, quite revolutionary. 

One of the most hallowed tenets of Ser- 
bian history is the story of the “Great Migra- 
tion”. In terms of its importance it can be 
compared to the role the Pilgrim Fathers 
play in American history or the Norman 
conquest in that of England. Until now it 
was generally accepted that in 1689 the Ser- 
bian Orthodox Patriarch greeted an Aus- 
trian invasion, and that when it failed he 


led thousands of Serbian refugees out of 
Kosovo. After that the Turks encouraged the 
immigration of mostly Muslim Albanians 
and in this way the population balance be- 
gan to tilt in their favour. Nonsense, says 
Mr Malcolm. The Austrians were in fact 
greeted by a Catholic Albanian Archbishop 
and the Patriarch did not lead columns of 
Serbs away from Kosovo. 

In terms of Balkan history it is impossi- 
ble to underestimate the significance of 
this claim. It may well be true, but Mr Mal- 
colm has a problem. Some will conclude 
that, in his desire to bash the Serbs, he may 
have been too hasty. They will point out 
that while he has listed 31 archives and li- 
braries, including three in Rome and the 
Vatican, which he consulted, he does not 
appear to have visited a single library in 
Serbia or the archives of the Serbian Ortho- 
dox Church. 

Ms Vickers’s book will find more favour 
with those who fail to see the excitement of 
all this. Her book focuses on Kosovo's tor- 
tured 20th century, especially its last 50 
years. She charts how Slobodan Milosevic 
used the emotive Kosovo dispute to ride to 
supreme power in Serbia and thus precipi- 
tated the destruction of Yugoslavia. She 
also examines the rise of the Kosovo Alba- 
nians’ main political party led by Ibrahim 
Rugova, a committed pacifist; a rarity in 
former Yugoslavia. 

Ms Vickers has a healthy scepticism to- 
wards both Serbian and Albanian claims. 
She has no time for overly simplified but 
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MOREOVER 
politically correct western liberal carica- 
ture of evil Serbs versus meek and op- 
pressed ethnic Albanians. She also pro- 
vides an important description of the 
debates that have rent the ethnic Albanian 
leadership. Should the Kosovo Albanians 
wait peacefully for the West to come to their 
aid or "shoot their way out of Serbia"? 

As the recent violence showed the 
"shooters" are gaining ground and Ms 
Vickers gives one of the first accounts of 
who they are. She writes that many of the 
so-called Kosovo Liberation Army guerril- 
las are former Yugoslavia Army officers 
who tasted blood fighting the Serbs in Bos- 
nia. They raise money for their cause 
amongst their countrymen working in 
other parts of Europe and some may have 
been trained in Iran and Pakistan. We will 
surely be hearing more from them, and 
Kosovo, in the months and years to come. 





Defending sociology 


Men at the zoo 


THe Socia ANIMAL By WG. Runciman. 
HarperCollins; 230 pages; £14.99 


RISTOTLE'S definition of man as the 
“political animal” is one of the most 
famous of all classical tags. Viscount 
Runciman of Doxford proposes an up- 
dated version, in a book designed to ex- 
plain the merits of sociology to lay readers. 
What difference does the change of adjec- 
tive make? For clarity, economy and wit, 
“The Social Animal” could hardly be bet- 
tered as a civilised introduction to its sub- 
ject. Cogently argued and deftly illustrated, 
it makes a most attractive plea for a disci- 
pline that is no longer so fashionable. But it 
is also something of a hybrid—in its way, 
less a survey of the field than a summary of 
the author’s own distinctive contribution 
to it. 

Recalling a Victorian eminence in the 
breadth of his gifts and roles, Lord 
Runciman is a successful businessman, 
public servant, leading scholar and origi- 
nal theorist rolled into one. “The Social An- 
imal” offers a succinct guide to the themes 
of his major work, the three-volume “Trea- 
tise on Social Theory”. 

The variety of human societies, he ar- 
gues, is best understood in an evolutionary 
framework modelled on the biology of Dar- 
win and Dawkins. In history, the process of 
selection winnows out not species or genes, 
but practices—the primary activities of 
which societies are composed. The most 
important of these involve forms of power: 
economic, political or ideological. Slavery, 
serfdom or wage-labour; hoplites, merce- 
naries, conscripts; magic, religion, enter- 
tainment—these are the kinds of practices 
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AN ATLAS OF WORLD AFFAIRS, 10th ed. By Andrew Boyd. Routledge; 256 pages; £45 and $75 


S THEY try to keep up with the 
world's news, most people uneasily 
wish their newspapers and television 
screens would do more to remind them 
about what led up to the latest headline. 
Groaning about Kosovo, they scratch 
their heads to remember who has done 
what to whom, and exactly in what se- 
quence, in the wars of ex-Yugoslavia. 
Told that the world's powers may soon 
be engaged in a new Great Game over the 
oil and gas of Central Asia, they guiltily 
try to recall just which of the ex-Soviet re- 
publics is which in that still dim corner 
of the world. 
| This tenth edition of Andrew Boyd's 
“Atlas of World Affairs", a book Mr Boyd 








What, where and why 


first produced in 1957, swiftly answers 
such questions. An easy-to-use index, its 
chief references in bold type, points you 
first to item 15 (answer: Serbs assaulted 
Slovenes, Croats, non-Serb Bosnians and 
now Kosovars, in that order) and then to 
items 19 and 20 (answer: Kazakhstan 
and Azerbaijan are the ones with most of 
the oil, Turkmenistan is bursting with 
das, and Georgia may be the one through | 
which the chief pipelines will run). In all, 
75 brisk and well-mapped summaries, 
taking up a modest 220-odd pages, ex- 
plain how it was that most of yesterday's | 
events came about. 

Mr Bovd, a former foreign editor of | 
The Economist, and a man who once 
wrote a leading article in one-syllable 
words to show that complicated subjects 
can be simply explained, is not omnipo- 
tent. It would be nice this week to know a 
bit more about how Indonesia got to be 
so grossly misgoverned, and to read a 
monosyllabic paragraph summing up 
how international sea-law applies to the 
Greek-Turkish argument about the Ae- 
dean, the current equivalent of the 
Schleswig-Holstein question. But most 
other complexities get pretty efficiently 
untangled. It is a book for people who 
wish the journalists would explain a lit- 
tle more: and, indeed, for the journalists 
themselves. 








that have competed over time, in a pattern 
eliminating the less adaptable. The process 
has no particular logic, since the condi- 
tions to be adapted for are constantly 
changing, so the outcome is in effect ran- 
dom. History can be compared to a deck of 
cards shuffled at random, over and over 
again. 

If pithy elucidation of these ideas is its 
principal burden, “The Social Animal" also 
contains much else of interest. "A Cata- 
logue of Errors" gives us a thumbnail sketch 
of Lord Runciman's view of his predeces- 
sors. Marx, Weber and Durkheim get fairly 
high marks, although none of them "got it 
right", but subsequent schools less favour- 
able to evolutionary themes get short shrift. 
A vivid brief discussion of statistics leads to 
a knock-out argument against opponents 
of gun-control. The difference between un- 
likely and impossible societies is—less con- 
clusively—explored through a contrast be- 
tween the Venice of the Doges and the 
notion of a democratic socialism. Attitude 
Merchants, Platitude Merchants, and Beati- 
tude Merchants are all briskly dismissed as 
distractions from the proper vocation of 


the sociologist, whose task is best compared 
to the scientific enterprise of the geneticist. 

From Newton onwards, advances in 
the natural sciences have often powered a 
sense of confidence in new approaches to 
the social sciences modelled after them. In 
the late 19th century, the impact of Darwin 
was enormous across a whole range of 
speculations—radical, liberal, conserva- 
tive, racist—about history and society. That 
reception of evolutionary theory had fallen 
out of repute by the mid-2oth century. In 
recent decades, the discovery of DNA and 
exploration of the human genome have led 
to a second wave, with spreading applica- 
tions of neo-evolutionary models in the 
study of economics, literature, warfare, and 
much else. Lord Runciman's is certainly 
among the most subtle and systematic of 
the new versions. But will these prove 
sounder than their predecessors? 

The selection of species or genes is 
blind, a random process triggered by rare 
mutations that happen to have adaptive 
value. The great difficulty that evolutionary 
models have always faced in confronting 
the record of social variation is that human 
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rid and rallied armies soki corporate 
sors for mega-shows. No one has ever 
ccused Mr Krens of not thinking big, and 
"China: 5,000 Years" is one of a growing 
+ number of catch-basin exhibitions that mix 
history with connoisseurship, throw a wide 
-< netto assemble all sorts of objects and then 
- Offera massive eclectic sampling organised 
- around a theme ora region. Crowds tend to 
pour in, despite sceptical critics. 

The Guggenheim has never collected or 
studied Chinese art, and now you have 500 
objects from 5,000 years, a big idea for 
which Mr Krens claims credit. Two years 
ago it was “Africa: The Art ofa Continent"— 
the same soup-to-nuts range, undertaken 

“with the Royal Academy in London—and 
:the crowds came, critics be damned. 
. With China, those same critics have had 
' to pause. Mr Krens has shrewdly enlisted 
Sherman Lee, a former director of the Cle- 
«veland Museum of Art and one of Amer- 
"ica's most venerable Chinese art specialists, 
_ to oversee the "traditional" section of the 
~ show. A triumph indeed. In 1990, when Mr 
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on the prestige of a p 
tended to breed over-confidence. There are _ 
. signs of this in Lord Runciman's treatment 
-of thinkers like Comte or Habermas, or 
even Max Weber: intellectual history is not 
his strong suit here. This is consistent with 
the emphasis of his sociology, which i is self - 
. declaredly concerned with power. Few 
“would quarrel with the centrality. of his 
theme. Other areas of social experience, 
such as the practices of art or philosophy, of 
sexuality or friendship, get less attention. - 


tle more signifi- 
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is one matter; how convincing another. 


Even biologically, after all, the new genetics 
itself permits a measure of deliberate engi- 
neering of what was once brute chance. 
Would that make a better paradigm? 

In the history of social th ought, reliance 
jarticular science has 








But this may be because they lend them- 


selves less readily to an evolutionary — 
model, "The Social Animal" is no compen- 


dium. Nor is it an orthodox introduction. 


But it is something more enjoyable—a pol- - 


ished, provocative manifesto. 






ATERN Museum ’s China showi is without doubt a dazzler. But there 
2 story about the Werne and dealing behind it 


Krens shocked his colleagues by selling four 
important 20th-century works from the 
Guggenheim's permanent collection to buy 


 acontroversial collection of contemporary 


art, Mr Lee led a chorus of opposition. Now 
Mr Lee, sadly weakened by a stroke, lends 
Mr Krens, the impresario, some curatorial 
credibility he needs for his China venture. 

Thanks to Mr Lee, whose requests for 
newly excavated objects were all said to 
have been honoured, the exhibition is a 
dazzling trophy show. And there are some 
extraordinary Works, even in an installa- 
tion that groups the objects by medium 
rather than by historical period up the Gug- 
genheim's ramp. Archaeology did not get 
into full swing in China until after the sec- 
ond world war and almost everything in 
this "traditional" exhibition has been exca- 
vated in China in the last 50 years. Here you 
can see some of the fruits: neolithic jades, 
tomb ceramics, religious sculpture and 
bronzes from 17 museums. 

If Mr Krens has triumphed, so has the 
Chinese government. Not to be outdone by 
the Taiwanese, who sent paintings and 
court objects from the Imperial Collection 
at the National Palace Museum in Taipei to 
the Metropolitan Museum of Art two years 
ago, the powers that be in Beijing wanted 
China's own mega-show, and gota Fifth Av- 



















A 19th-century artist paints himself 
















enue address for it and another exhibition i 
in chic Soho, where the Guggenheim’s 
downtown branch shows the “modern” 
section of “China: 5,000 Years”. For once, Me 
newspapers ran stories about bronze bud- 
dhas and brush paintings from Beijing - 
rather than about human-rights violations © 
and the sales of kidneys from executed pris- _ 
oners. Once the exhibition closes in New 
York on June 3rd, the Guggenheim sends its - 
Bilbao branch an exhibition the likes of 
which Spain or Europe rarely sees. n 
The second half of the exhibition, “Cen- 
tury of Crisis", which examines the modern >> 
period in Chinese art since the 1850s, falters. = 
as it traces the complex process of western- 
isation in the visual arts. Chinese experi- 
ments with European styles are sampled, as 
are expressionist political works from the 
19308, and a massive chunk of socialist real- T 
ism without much curatorial commentary. | 
It culminates with the 1976 painting, _ 
“Tears Flooding the Autumnal Fields", by ` 
Chen Dan Qing, in which Tibetan peasants 
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at harvest time weep in anguish as they 
learn of Mao's death from a radio held by a 
soldier. After 1980 Chinese artists get short 
shrift. If you are to believe the show's orga- 
nisers, in the last decade Chinese artists 
have come full circle and returned to paint- 
ing clouds and mountains with ink on pa- 
per. Is that it? Not too believable, say Chi- 
nese artists working today in conceptual- 
ism, grim realism or satirical “political 
pop”, all of which are scorned (and feared) 
by the Ministry of Culture. 

The curators of the New York show 
maintain that they were tracing the evolu- 
tion of traditional styles into this century. 
Space in the Guggenheim’s huge down- 
town galleries was limited, they also argue 
in their defence, and promise to fill in the 
gaps with a show devoted to contemporary 
Chinese work, in the summer of 1999. 

In fact, a broader examination of new 
Chinese art—in China and abroad—had 
been planned, but was scrapped, artists say, 
to keep controversy out of an official show. 
It should be no surprise that the 
Guggenheim wants to cozy up to the Chi- 
nese, and not just to show newly-excavated 
objects. Chinese museums lack just about 
any of the 20th-century western art that the 
Guggenheim has in abundance. (It showed 
some of that art in Shanghai last year.) 
Could Mr Krens be on the scent of a deal 
with a Chinese institution that might want 
to indulge his edifice complex and pay him 
a lucrative consulting fee, as Bilbao and 
Berlin have done? 

Mr Krens's corporate sponsors seem to 
be on the same trail. Coca-Cola, Nokia and 
Ford must be hoping, like Mr Krens, to be 
players in the world's largest market. The 
firms supporting the China show may have 
more to gain even than the Guggenheim. 
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Fashion parades 
But is it art? 


PARIS 


TS that time of year when Prada bags 

crowd the Louvre pyramid, stiletto heels 
lodge between cobblestones and bare legs 
chafe in the blustery wind. It’s the season 
when fashion editors waiting for dis- 
patches from the Paris shows wonder if 
they ought not to have sent an art-writer or 
a show-biz critic instead. Is a catwalk the 
place for art, fashion or neither? Last week 
an answer of sorts came from a Belgian de- 
signer, Martin Margiela. 

One of fashion's so-called "decon- 
structivists” who came out of Antwerp in 
the early 1980s, Mr Margiela epitomises the 
anti-fashion fashion designer. Determined 
to do things differently, he has shown his 
clothes not on people but in a flat, two-di- 
mensional way: in 1997 men in white lab- 
coats paraded his designs on coat-hangers 
(see above). This year, his presentation—a 
commercial collection masquerading as 
performance art—used some new stitches. 

Instead of programme notes for a show 
describing fabric, garment and decoration, 
Mr Margiela provided a short booklet, writ- 
ten by a French art critic, Sydney Picasso, 
entitled “Martin Margiela: Endless 
Threads”, This tells you helpfully, for exam- 
ple, that Mr Margiela “articulates a cut, 
hole or seam, causing the clothing to bare 
itself, but also to inhabit another form to 
become something else.” 

Where you might have expected a plain 
backdrop, there were three enormous 
screens on which a jumpy video made by 
Mark Borthwick, a New York fashion pho- 
tographer, alternated shots of potted plants 
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and women in Margiela clothes. Instead of 
the usual parade of improbably tall mod- 
els, Mr Margiela's winter collection was 
shown on life-size marionettes created by 
an English designer, Jane How. For 
wooden women with their heads wrapped 
in cling-film, they moved pretty well. 

Mr Margiela is not the first designer to 
draw attention to his clothes with some- 
thing other than clothes. Lights and music 
have been used for years. But in the compe- 
tition for novelty and effect, ever more am- 
bitious productions are being tried. This 
season, an Australian designer, Colette 
Dinnegan, enlisted the services of a musi- 
cal director, Baz ("Strictly Ballroom") 
Luhrman in choreographing her show, 
though the opening sequence of a small 
child imitating Shirley Temple imitating a 
small child showed rather stunted imagi- 
nation. Ifyou want a fashion parade that is 
thoroughly arty and conceptual, Mr 
Margiela is still the designer to watch. 

Not that any of this should lead you to 
think that the fashion world is the first 
place to look for intellectual fashion. De- 
construction became popular in the Paris 
of the late 1960s. It seeped into New York 
"paper" architecture in the work of Peter 
Eisenman, who in the 1970s designed im- 
possible houses with bedrooms, for exam- 
ple, that could not fit beds. The world of the 
catwalk and the fashion mag was the last to 
catch on. Even the writers of T-shirt slogans 
got to deconstruction first. 

Oh, Mr Margiela's clothes. As you may 
have guessed, these were comparatively 
straightforward, if nicely made. The young, 
art-school graduates were pleased by Mr 
Margiela’s “alternative vision", and the de- 
partmentstore buyers broadly positive 
about his actual, non-conceptual wares. 
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Dr Spock 


T WAS, on the face of it, an 

odd book to have become one 
of the bestsellers of the century. 
The one endeavour the human 
race was used to, and indeed 
had become quite good at, was 
having babies and bringing 
them to adulthood. Benjamin 
Spock, who seemed continually 
to be surprised, and perhaps dis- 
turbed, by his success, acknowl- 
edged that parents already 
knew, if instinctively, much of 
what he set down in his hand- 
book, first published in 1946 un- 
der the title "The Common 
Sense Book of Baby and Child 
Care”. Although the title was 
changed from time to time as 
the book went through numer- 
ous editions, and its contents 
were updated to take note of sin- 
gle-parent families and other so- 
cial developments, he retained 
the sentence that was the key to 
his teaching: “Trust yourself— 
you know more than you think 
you do." 

Itisunlikely that many ofthe 
som copies said to have been 
sold around the world were ever 
read through from cover to 
cover. This was a book to be con- 
sulted if, say, baby was reluctant 
to get to sleep or had kicked over 
its potty. The parent would con- 
sult the relevant page (helped by 
Dr Spock's very detailed index), 
and, reassured by his words, do 
what she thought best anyway. Many parents gained from the 
book the comfort once provided by the family Bible. It was a rock 
to lean on; far too much, said Dr Spock’s critics. 

In the late 1940s, the memories of the recent war, and the 
threat of an even worse one, may have made parents feel espe- 
cially protective; or, as the doctor's critics put it, their children 
were indulged. “Spockmanship” was denounced by Spiro Ag- 
new, vice-president from 1969 to 1973 (when he resigned over a 
corruption scandal). By then the post-war children had grown 
up and were credited, or discredited, with the permissive soci- 
ety. Blame the parents, said the Agnew camp, but particularly 
blame the sinister Dr Spock. The doctor insisted that his book, by 
then seen by some Americans as subversive as the works of Marx, 
had not encouraged permissiveness; it aimed rather to relax ri- 
gidity. But it wasn’t the book alone that drew fire. Dr Spock him- 
self was now a political figure, an opponent of the Vietnam war. 


Sentenced to jail 


In 1968, after being arrested at various anti-war demonstrations, 
Dr Spock appeared before a Boston court accused of helping 
Americans to dodge the draft. The government regarded him as 
a formidable nuisance. He shone on television: clearly middle- 
class, the son of a lawyer, educated at Yale, with the warmth that 


Benjamin McLane Spock, family doctor to 
the world, died on March 15th, aged 94 





you expected from a children’s 
doctor, and above all the author 
of this marvellous book. He 
could not even be called a cow- 
ard: he had served in the Ameri- 
can navy in the second world 
war, and had supported the Ko- 
rean war. But the Vietnam war, 
he told the court, was “illegal, 
immoral” and *unwinnable". It 
was certainly unwinnable, as 
the generals later acknowledged. 
But the court was unimpressed 


him two years in prison, a sen- 
tence that was, however, 
quashed on appeal. 

In 1972 Dr Spock ran for 
president as candidate for the 
People’s Party, a mildly socialist 
group more European than 
American in feeling. Even now 
its platform looks improbable: 
free medical care, legal abortion 
and marijuana, a guaranteed 
minimum income for a family, 
and the withdrawal of Ameri- 
can troops from abroad. He re- 
ceived a pretty modest 75,000 
votes. He seemed not to be dis- 
couraged. Into his 80s he was be- 
ing arrested in anti-nuclear 
demos that stretched the limits 
of American tolerance. His view 
of nuclear war was simple, if 
conventional: "There's no point 
in raising children if they're go- 
ing to be burned alive.” 

He wrote 13 books, some in 
collaboration with other writers, but only a few remain in print. 
All are distinguished by the clear writing of the baby book, but 
these days probably no one cares to read “Dr Spock on Viet- 
nam”, published in 1968. 


It would be nice to say that domestically, anyway, Dr Spock's | 


life went smoothly. But he dumped his first wife, Jane, after 49 
years of marriage, and then married a woman 40 years his ju- 
nior. Jane grumbled that she helped a lot with the baby book and 
should have been credited as co-author. They had two sons, who 
in Dr Spock’s autobiography are rather shadowy figures, per- 
haps because, sensibly, he tried to keep them out of the limelight. 
But his stepdaughter, by his second wife, seems to have been a 
terror unresponsive to every trick in his book. “ ‘Ginger,’ I said 
one day, ‘in my 75 years I've been acquainted with thousands of 
people, but not one of them has been as rude as you.’ I thought I 
saw a faint smile of trium ph." 

Although the two made peace as Ginger grew up, Dr Spock 
never found an easy answer for society's increasing problem of 
what he called “naturally accursed, naturally poisonous” step- 
relations. But in the vast child-care literature that has grown up 
since Dr Spock opened up this profitable marketplace, there is 
probably a book about it. Or if not, somebody no doubt will 
soon write one. 


by the doctor's words and gave | 








I 





THE ECONOMIST MARCH 215T 1998 


If you can’t take a year off 
to do our world-renowned MBA.. 


IMD Executive MBA 


Look over the horizon. An army of bright young MBAs is moving up fast. 
But you’re more experienced. You have solid achievements behind you 
and you never had the opportunity to take a year or two off. You should 


carefully consider our new Executive MBA. 


e |t's specifically designed for experienced executives like 
you and structured to fit your schedule. You'll do 19 weeks 
of out-of-the-office learning that can be spread over as little 
as 16 months, or up to 3 years, depending on your 
schedule 


In addition to presentations, simulations, cases, workshops 
and small-group work, you will develop a project from your 
own company. And between sessions in Lausanne and 
around the world you will continue to work with the faculty 
and your fellow participants, using the most advanced 


distance-learning technology. 
e it's built largely around business themes rather than 
functions, combining the best of IMD executive programs 
with one of the world's top-rated MBAs. 


This program goes way beyond the basics and will help 
vou develop the most important skill of all - continuing to 
learn. 

e You will go on world discovery trips to Shanghai, Northern 
italy and Silicon Valley, not to sit in a classroom, but to see 
how excellent companies succeed. 


The world is not only getting smaller, it's turning faster. 
IMD's new EMBA may be your last chance to get up to 
speed. 


The New IMD EMB 


“Looking for an MBA with an international touch?... 
For serious learning...double-strength training...go to IMD” 
Forbes MAGAZINE 


Real World. Real Learning” 


For full details of the program, please contact: E. C. Jaggi, 
IMD-International Institute for Management Development, Lausanne, Switzerland 


Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 Website: http://www.imd.ch E-mail: info@imd.ch 
For more information about our full-time MBA program, contact 


E-mail: mbainfo@imd.ch Tel: +41 21/618 02 98 Fax: +41 21/618 06 15 
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David Edelshain 


qualified in law, accountancy and psychology, and an expert in 
currency exposure and foreign exchange risk as well as Director of 
our Evening MBA 

Roy Batchelor 

Midland Bank Professor of Banking and Finance and a specialist in 
hinancial risk and financial forecasting 

Lakis Kaounides 

member of the Foresight programme and an international expert in 


high-tech start-ups and strategies for new technologies 


Carol Vielba 


Director of MBA programmes and a leading authority on public 
sector management, the theory and practice of management 
education and GMAT evaluation 


5 Shiv Mathur 


6 


leading teacher of marketing and business strategy and co-author of 


the influential book, Creating Value: Shaping Tomorrow's Business 


Chris Hendry 


professor in organisational behaviour, star teacher of 
entrepreneurship and an expert in international human resources 
and the management of change 
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Gain an WE 
with the City Gagan 









As a top international business school in the City 
of London, we believe our people are well worth 
getting to know. 


Why? First, they publish highly rated research and 
deliver teaching externally judged as excellent. 
And they usually have extensive senior business 
experience or an international consultancy 
background. A global business school for a global 
City needs a global perspective. 


All of this makes a difference to our MBA graduates 
in achieving their career objectives. Our particular 
expertise in finance, strategy and change 
management means your investment pays off. 

We deliver where it really matters - your future. 


But don't just take our word for it. The Financial 
Times rated City University Business School the 
top school for careers in finance in January 1998. 
If you are ready for the City challenge, please get 
in touch. 


Full-time MBA with specialist options in finance, 
human resources, information technology, 
international business, technology management 
and marketing 


Evening MBA programme 
Consortium MBA programme 


We also offer masters degrees in finance, 
mathematical trading, insurance and risk 
management, internal auditing, investment 
management, property investment, corporate 
property strategy, property valuation and law, 
shipping, transport and trade, as well as 
research degrees and qualifications in voluntary 
sector management. 





For more information, call us: 

Course details +44 (0)181 553 6960 
Executive education +44 (0)171 477 8710 
Press enquiries +44 (0)171 477 8721 


City University Business School, Frobisher 
Crescent, Barbican Centre, London EC2Y 8HB 
WWW: http://city.ac.uk/cubs/ 


University 
BUSINESS SCHOOL 


Research and teaching excellence for 
the City of London at the Barbican 
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It can seem a little daunting at first. But, as any past 
student of ours will tell you, a year on the Full-time HA RE 
MBA programme at Warwick is well worzh it. EE $$ SCHOOL ^" E 


"Yes, I think it's great to 
have a Warwick MBA. 
More importantly, 

so does everyone else." 



















Leptional: f 
ton. inje T 






As one of Europe's truly great Business Schools, 
| | | Warwick attracts high calibre students from all around 

bc d NE | the world. Offering as it does, an international, highly 
| innovative one year programme, plus Warwick's 
~ excellence in teaching as well as research. 

Would you like to hear more about the Full-time 
MBA programme! Then call the number betow, quoting 
reference EC229. | | 
Tel +44 (0)1203 523922. Fax. +44 (0)1203 524643 
E-mail: fmbain@wbs.warwick.ac.uk 
http://www.wbs.warwick.ac.uk/mba 


Warwick Business School, University of Warwick, 
Coventry, CV4 7AL, England. 
















‘The 10 month full-time course offers you: 










_A broad based degree to optimise 
your career opportunities 





Ais HOA MI 












^ AR in-depth understanding of the theory 
of finance and its practical applications | ! 
| and relevance to the real world E Ls | ES 


FHE ASSOCIATE ENS TETECTED GP 


_ Strong. aks. with world-class practitioners working THE UNIVERSITY OF BRADEORD, UK 


dàn i financial institutions in the City of London | x MG i 
AE , | A NIMBAS-Bradford 
xcellent quality of teaching bya large | : 
| _ internationally renowned. faculty ! i | | MBA degree 1S a powerful 
| ES. " | boost for your business career 
Ks NIMBAS, as the Associate Institute of the University of Bradford, 


UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


ONE-YEAR FULL-TIME MBA 


In Utrecht, the Netherlands and Aachen, Germany 


TWO-YEAR PART-TIME MBA 


NIMBAS also offers this part-time MBA programme in 
cooperation with the Bundesstadt Bonn, in Bonn, and in 
cooperation with the Fachhochschule Mainz, in Mainz, Germany 


TWO-YEAR EXECUTIVE MBA. 


| Seven intensive study sessions in the Netherlands, the UK, Germany and France 





disnei 

















British Council 
B Open Day Business Schoo! 25 Mar 98 
| Open Day Business 5chool P AE. 
AMBA Fair | 








a y (071 | 477 8660 | 
- +44 (0)171 477 8648 | 
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NIMBAS is AMBA (London) accredited 


NIMBAS 


GRADUATE SEHOOGL OF MANAGEME x 





NIMIBLAS, Nieuwegracht 6, 3512 LP Utrecht, TE ATI PETITUDS 


T RCH EXCELLENCE aN LONDON : 


THE ECONOMIS 


— HARVARD UNIVERSITY 
Harvard Institute for International Development 


in collaboration with the John F. Kennedy School of Government & the 
Harvard University Committee on the Environment - 


ecutive Program on Climate Change and Developm or 
| July 6 - July 17, 1998, Cambridge, MA | 


E. , intensive training for policymakers, executives and NGO leaders in the Pe issues of global clima change | 

1s for development. Leading scientists, economists, policymakers and climate change negotiators address the. 

g greenhouses gases without limiting economic growth. Lectures, interactive cases and panel discussions - 
'ome and prepare participants for the upcoming Buenos Aires meeting. 


Lecture topics & interactive cases include: 


- Science of climate change .- negotiations and conflict resolution m 
- carbon sequestration - . = finance and aid to developing countries 
- economics of climate change | - emissions trading & other i instruments is 
- abatement and adaptation - -~ joint. implementation E 

- international law and conventions -monitoring and enforcement 
) TRR tuition, ME 


- developing country perspectives — - -~ technology and energy futures 
& accident i insurance and | | 
: Admissions highly competitive. Application deadline: April 30, 1998 


For a brochure or further information, contact: 


Ir y, iliam Hogan, PANA, e 
y Vincent, EO. Wilson | 


* New compelling findings from research under way at 


. Harvard on climate change and development 
: + „Panel debate between climate change scientists, 


Dr. Theodore Panayotou, CCD Executive Program 
Harvard Institute for International Development 
One Eliot Street, Cambridge, MA 02138 USA 


economists and policymakers from North and South 


Phone: 617-495-5999 Fax; 617-496-3956; 617-496-8040 : 
: -Visit our website at: http://www. hiid.harvard.edwtraining 


Email: climate Ghiid. harvard. edu 


The Weatherhead School’s unique EDM Program integrates 
doctoral studies with executives’ professional and personal 
responsibilities. Periodic on-campus residencies are required. 
nission criteria include a postgraduate degree, at least ten 
: perience and a commitment to 


contact us to request 


EXECUTIVE UNIVERSITY 


s K Higginson Sr. Nancy Linenkugel, 
; OSF 

President and CEO 
Providence Health System 


Sandusky, Ohio 


Partnership for Training 
Association of Academic 7 
Health Centers | 
Washington, DC 


Telephone: 216/368-2042 

Fax: 216/368-4793 

E-mail: edm@pyrite.cwru.edu 
htep://weatherhead.cwru.edufedm 
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UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your utilizing your life and work experience. College equivalent credits are 
osition with a given for your: Job. military, company training, industrial 
P courses, seminars and business ex 
legal degree We accept college credits no matter when taken. 

































industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


"As you know Send/tax detailed resume for a NO COST evaluation. 


apnoe Pacific Western University 

etit me oen 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 

teacher... But 1-(808) 597-1909 

degrees x ues CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
doors. Fax: (310) 471-6456 E-Mail: admissions pwu.com 


http://www.pwu-hi.edu 


transcripts 































































“It's great to AWARD 


T WINNING 

to go to class when 

it’s most convenient.” DISTANCE 
aon | wins. MER LLL Ved a 





Applied Materials, inc. " 


MBA & MS Degrees 
® 


Executive Education 


WI. EEST 
saree by Se www.isimu.edu 


Distance Education Training Council admissions @isimu.edu 







Are you aiming for the top? It’s hard to get 
there in any business — in a career in 
hospitality management, it’s really 
tough. No other profession requires so 
many skills. 





At the world's first hotel school in 
Lausanne, Switzerland, we only accept 
students with the drive to succeed. You'll 
spend four years combining theory with 
practice in all areas of hotel management. 
You"! study not only finance, 
marketing, law and human 
resources, but also kitchen, service 
and housekeeping. And you'll do 
two six-month paid internships. 


No one will be better trained. No 
one will have a better chance to 
go all the way 


WA 


ECOLE HOTELIERE DE LAUSANNE 


AA — 


First in the World 


Ask for our free information pack by contacting us at 
EHL Dept ECOA, CH-1000 Lausanne 25, Switzerland 
Email admission@ehich Tel: 4121 785 11 11 
Fax 4121784 1407 Web site: http/Awww.ehl.ch 


and Our graduates are recognized for their achievements in business and 

















E: Durham University Business School, Admail 436, Mill Hill Lane, Durham DH1 32Z 
7 Telephone: 0191 487 1422 









Every year, 15 LEAD-Europe Associates embark on a 2 year distance 
learning and residential course programme that addresses the 
management of economic growth in relation to the environment by 
enhancing leadership skills. They are at: 


« mid-career and have demonstrated innovation either in industry, 


* share a potential for leadership and join a world-wide network of 800 


China, India. Indonesia, Pakistan, Nigeria and Southern Africa. Until 
30/4, candidates send a CV to: 





















Teaching French to adults for 28 years 


INSTITUT DE FRANCAIS 


Overloohing the Riviera's most beautiful bay 


AN INTENSIVE AND PLEASURABLE 
TOTAL IMMERSION PROGRAM 


8'4 hrs a day with 2 meals, — 8 levels : Beg. I to Adv. H 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts 30 March, 4 May and all year 
06230 Villefranche /Mer EC21, France. Tel 493 01 88 44 Fax 493 76 92 17 


Good Distance Learning 
MBAs are hard to find. 


Mail for a guide to the best, 
wherever you are. 











The Durham MBA Distance Learning Programme is one of Britain's most highly 
regarded International MBA courses and is one of three AMBA accredited 
study options, including Full-Time and Part-Time. . : 

If you would like to develop into one of the world's "HJ University 
best managers, apply for your brochure today of Durham 


Investing in excellence in teaching and research 





















Facsimile: 0191 374 3389. e-mail: MBA OL@durham.ac.uk 





LEAD-Europe - LEADERSHIP FOR 
ENVIRONMENT and DEVELOPMENT 




















government, NGO’s, research, education, or the media; they will 








* Associates"; 





LEAD programmes also exist in Canada, Mexico, Brazil, Japan, CIS, 











LEAD-Europe, CP 8, 3 rue Varembé, 
CH-1211 Geneva 20 

Fax: *41-22-748.14.39, 
Email: director@lead.ch, 
Details: www.lead.ch/lead/ 
Tel: *41-22-748.14.30 


MBA 


by distance learning 


e Buenos Aires - tel + 541 373 4976 

e Athens - tel + 30 1 360 9164 
e Mauritius - tel + 230 212 1599 

e Seychelles - tel + 248 383 000 

e Hong Kong - tel + 852 2721 5919 
e Singapore - tel + 65 332 1511 

e Guildford - tel + 44 1483 259347 


(J5; Sems University of Surrey 
9 Tel: 01483 259347 


Fax: 01483 259511 - http://www.sems.surrey.ac.uk 
Email: sems 2 surrey.ac.uk 
University of Surrey, Guildford, Surrey GU2 5XH 
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| rs 2 Puis don t: et. financial 3 o 
2 constraints hold you. Pack. "The London Business School is offering En | 
E scholarship, worth £18. 000,. to self-sponsored women who are | = 
a accepted for the 1998/99. programme. The. eea will ie 









admissions procedure. you may still apply for the Scholarship. ny 
time before 1 July 1998. 










THE SLOAN FELLOWSHIP MASTERS IN MANAGEMENT 


This exclusive programme is for candidates. in their thir 


ViSc Investment 
. Management 


"me MSc in Investment Management bridges 
.. tbe gap between theory and practice by 
i providing a tborougb explanation of tbe 
‘markets’ operations. This course is invaluable 




















forties who are already successful, highly-motivated managers: oe 
professionals. The programme is offered by only three world- f 
ranking business schools and is designed to prepare high achievers E 





for the most senior positions in any organisation - including running. — 
your own. 


The London Business School Sloan Masters aa a first class go 


faculty and an international peer group of the very highest quality, E eee 
for anyone seriously considering a | aE 
S long term career in a fina ncial in s ti tu tion, | | whose diversity is a key part of the Sloan philosophy, Together you bes 
2: either in the UK or overseas." | | will develop vour business vision and sharpen your dd skills, E 
Dominic Lowres | For f full details of the Sloan Pire and the ‘Scholarship for Women 8 
" f e a . with Leadership. Potential, attach a business card, return the coupon or | 3 d 
SBC Warburg, Dillon Reed, Graduated 1995 | contact the Sloan Marketing and Admissions Manager, Michelle Thomas: d | 
CANNE $e | London Business School, Sussex. Place, Regent's Park, London NWI 45A, S 
LE. Telephone: +44 (0)171 708 6828 Fax: *44 (0)171 723 1153 email — 
CITy UNIVERSITY | Al sioan_info@ibs.ac.uk Web site: www.ibs.ac.uk 
The British business school located MMS First Name . T——— 
















in an international al finan cial centre , Family Name o on i Qu aa cae a 
oe Job Title _— l PEE OERE AEA N AE ANTEE 
" Company m M MM MM 
FIND OUT MORE Tv dee 
Address L work |. Thome. |. RERO EIE 
Open Day Business School 23 April '98 | | 
DERE Day Business School 7 May 98 | | | 
» ES DU LESE DE | London 


Tel: +44 171 477 8680 









Postcode meee | Business 











v EEA 0 171 477 ne | | | — MEMBRE 
uM" University ( ) | d Tel l School q 
— ! LÀ e-mail: irmi@city.acuk E ann 8+ a a y eh Oe i 
K  SCHC DOL  http://www.city.ac.uk/cubs email 
















London Business School exists to advance learning and research in business and management : 






"robisher Crescent, Barbican Centre, London EC2Y 8HB 
CHING AND RES SEARCH EXCELL ENCE IN LONDON 
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MONTICELLO oo 
UNIVERSITY W f 
‘Excellence in Accredited 
-Distance Learning 
BA, MA, MBA, PhD, JD 
WWW. monticello, edu 
5 114-661-2977 


niver ersa Variety of 
distance education programs in: 


T ciences *Business *Education 
ring & Computer Science 
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Cali For More Information 
(504)626-8904 
Fax (504) 624-2962 
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Financial Markets i in Chicago 


M.Sc. and Ph.D. Degrees 
| Minois l Ini - of Pm 


————— appends 


| 
| 
| 
| 





| LaSalle Education Corporation | 
[620 Lotus Dr. Dept. 136° Mandeville, LA 70470-4000 | 



















Joki: deu lopment annes: EEN to Midi career, dom | 
ee around the world in an innovative problem-solving | : 
Sustainable curriculum on poverty, threatened environments, and | H 
International ^ sustainable economic development, First year study at | | 
ue dp Brandeis, second year work on Masters project in | 
Development home ceuntry or abroad. Low student-faculty ratio, | 
wonderful Boston area location. | 

















| Masters Degree in 











| Partial scholarships available, 
| Inquire immediately fo: Laurence R. Simon, Director - SID Masters Program 


UTERE | «Swiss & US Diplomas 
MASTER'S DEGREES**« = ; 
| | e bachelor’s Degree 
| month Residency. | 
Business, Education, Gov't, Psych. | 
| Social Work, Health Services | - Paid Swiss & US internships 
| Write: BERNE UNIVERSITY, International | [me 
Brandeis nens Waltham, MA 02254-9110 USA Wolfebore Falls, NH 03896. 
TEL: (603) 569-8648 FAX: (603) 569-4052 


Accredited, 1 te 2 years; al 
MBA, MS, MA 
international Relations, Religion, 
Graduate School, PO Box 1080, 
E-MAIL: berne@berne.edu 





at 736 2770 « FAX 781 736 2774 * email: sid@binah. cc. brandeis.edu 





“ENGLISH FRENCH 


| m FER cus in n FRANCE, i in BELGIUM 
DUT CH 


in BELGIUM 


















in BELGIUM 
66 HOURS PER WEEK -tya CERAN LINGUA 


N THE TARGET LANGUAGE | de Avenue du Cháteau, 280 
! quur | | s | B-4900 SPA (BELGIUM) 
Study : 


Tel. : 432-87-79 11 22 
up to 43 private and/or group lessons Fax : 32-87-79 11 88 
and pedagogical activities 






















|| + ADULTS from 19 years 
||] «RETIRED PEOPLE OF 55 AND ABOVE 
| (Special mds available! 











Since 1975 


internet > http/scww.ceran.com 
























| * JUNIORS. from Hf to 18 years + a "T 
| 05 a FRENCH I in BEL GIUM PECORA Tn á = in USA : Languagency in UK > SIBS 
. ENGI ISH i in ENGL AND Putting into practice with our teachers : Tel. i | (413) 584-0334 Tet. : (01954) 23 19 56 
in GIUM at breaks, meals and evening socio-cultural activities | Fax: 1 (413) 584-3046 Fax : (01954) 23 22 94 


To about 








nternational at Nijenrode near Amsterdam. An initiative taken by multinatio-- 
rain ES nurture top management talent. Meet 60 motivated fellow students from 
More inf Fenátiast. wwwinijenrode.nl ibat nijenrode.nl #3! 346 291607. 
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MSc Environmental Economic 
MSc Environmental Economics & Environment 
Management 


| Applications are invited for these ESRC- NEU speciali 
courses offered by the University’ s Environment Department 
The Department offers innovative interdisciplinary. training in. 
the economics and management of the environment supported 
by an internationally recognised staff of economists and — 
ecologists in purpose-built facilities including science, GIS and. 
computer laboratories. All Masters courses satisfy the entry. 
requirements for the doctoral programme. 




















For Further details contact: 
Dr Piran White, Environment Department, - 
University of York, York YO15DD. — 
Tel: +44 (0)1904 432999 Fax: +44 (0)1904 432998 - 
E-mail: eeem@york.ac.uk, 
or visit our web site at http://www. york. ac.uk/depts/ecer i 


The University of York - excellence in teaching and research. 



















OTTO-VON-GUERICKE UNIVERSITY MAGDEBURG | 
Faculty of Economics and Management 
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The Faculty of Economics and Management m ME 


A New International Study Program 
in Economics and. Management. 


Location: University of Magdeburg - In the heart of Germany i 
















Masters (MA Econ) in au 
De eve | 0 p m e nt Fi n a n ce 5 For application forms 


dew and the rite var seston, and Finance. E and further details 
have combined to provide this innovative — SPAIN 
_ programme of study in the field of financial —  Eatddsdidulinias 
management and accounting with. specific — SR Rebecca Kell 
eference to developing countries. ee cee ORY, — l 
Subject areas include: | B. Programme Administrator, E 











Course language: En ghsh 





No tuition fees 




















Start: October/April 





nagement Control of Enterprises in ) oe te IDPM, . Undergraduate Studies: E 
Developing Countries | f Crawiord House, Degrees: Bachelor of Arts (B. A.) in E 'conomics : 







Gunting Measurement and Evaluation | Oxiord Road, 
] * Organisational Development for Development | Manchester, 
| "Financial Management of Projects Æ M13 9GH, UK 
| © Capital Markets in Developing Countries t aa 
.] * Perspectives on Development g Tel: +44 (0)161 275 2811 


.. Promoting quality teaching and research PEYE IUI pre cd : 


Rebecca.Kelly oman, ac, m http: = ac.uk/idpm/ 


PUBLICATION 


Bargain 
i Books 


I America's biggest selection. | 

Save 3096 or more on current 
i books and best sellers, save up l 
J to 80% on overstocks, reprints. E 

Politics, World History, Biogra- 
I phy, Travel, the Arts—over 60 I 

subject areas. Write for FREE 
PALO 

_ HAMILTON 
. 5551 Oak, 

Ls Vilage CT 06031 -5005 


| Bachelor of Arts ( B. Ay in Mar agement. 


Graduate Studies: E 
Degrees: Master of Arts (M. A. ) in Econoiničs: | 
. Master of Arts (M. A.) in Management ` 


Ph. D.-Studies: 
Degree: Ph.D. (Dr. rer. pol.) 



















For further information contact: 

Sylvia Nagel. Faculty of Economics and Management. 
Otto-von- Gueri icke University, P. O. Box 4120, 
D-39016 Magdeburg. Germany. 

Internet: httpz/Awww,ww.uni-magdeburg.de 

e-mail: sylvia nage @ww.uni-magdebure de 













| Readers are recommended 
to make appropriate enquiries | 
and take appropriate advice | 
before sending money, incurring 
any expense or entering into a 
binding commitment in relation | 
to an advertisement. The 
Economist Newspaper Limited 
shall not be liable to any person 
for loss or damage incurred 
| or suffered as a result of his / her 
accepting or offering to accept 
an invitation contained in any 
advertisement published in 

the Economist. 





International Study Program in Economics and Management 










SARDINIA 


Villas 
For Sale and To Let 
Beautiful villas to rent or buy. Located on 






SWITZERLAND 


Sale to foreigners authorized | > 
Lake Geneva] 


& Mountain resorts 
You can own a quality APARTMENTICHALET in. 
MONTREUX, VILLARS, LES DIABLERETS; LEYSIN, 
GSTAAD Valley CRANS-MONTANA, VERBIER, efc. 
From SFR 200000. -Credit facilities 


REVAC SA. So rue de Mortixlant ~ CH-1202 GENEVA. | 
| EA 2073415 40-Fax 7361220 









the waterfront, with magnificent views. 


sale prices range from 
£95,000 up to £2 million 












Fax for a catalogue direct on 
+39 70 786428 
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Copenhagen Business School, Department of Economics, invites applica- 
tions for a Professorship in. Economics with special reference to Public Eco- 
nomics. 


The research and teaching activities of the department cover (1) 
Macroeconomics and Economic Policy and (2) Applied Microeconomics. 
The available chair in Public Economics is cross-disciplinary in these two 
areas of research. Applicants who in addition to. the required specializa- 
tion in public economics demonstrate a general competence in either or 
both of the two areas of research will be preferred. - 

To fulfill the research requirements of the position, the Professor is ex- 
pected to be physically present and actively participate in the activities of 
the department. 






Duties | 
| The professorship is a permanent position covering research, teaching, 
examination and administrative duties at the Faculty of Economics and 
Business Administration. The duties include 
* research, research management and scientific development 
e supervision of Ph.D. students, further training and pedagogical supervi- 
sion of junior lecturers. 22 
* teaching and development cf study programs for undergraduate, gra- 
duate and Ph.D. students 
-e participation in assessment committees and administrative obligations. 














































Qualifications | 
in the assessment of the applicants, primary attention will be given to 


above specified field of the chair and research of high quality within one 
or more of the other fields of research covered by the Department, 


À proven record of effective leadership experience within relevant areas, 

| such as fund raising and management of major research projects, docu- 

| mented experience in teaching and development of study programs, acti- 

| ve participation in professional networks and the ability to disseminate 

| the advances of science to a broader audience will also be considered 
| important qualifications for the position. 


. Further information can be obtained from Head of Department, Associate 
< |. Professor Bodil Olai Hansen, phone +45 3815 2587, fax «45 3815 2576, 
. |] e-mail: bodilohansen.eco&icbs.dk 
| Appointment will take place on a group contract basis with an executive 
| wage supplement added. 


The application should document the applicant's research, teaching and 
administrative merits.. 


The application must include: | | 

1. A classified description of the applicants main contributions to the 
research . 

2. A numbered list of publications with *.indications of the publications 
to be taken into accourt by the assessment committee. Applicants are 


announcement 


] . English, German or one of the Scandinavian languages will be taken 
into consideration) 


work. 

| 5. Information about the previous teaching activities etc. to allow the 
committee to assess the applicant's pedagogical qualifications 

6. Transcripts) and CV. = 


mittee whose recommendation will be sent in full to all applicants. 


. The committee may require further material to be submitted and invite 

applicants for an interview and/or to give a lecture on a topic within the 
above specified field of the chair. If the applicant's mother tongue is not 
English or one of the Scandinavian languages, he or she may be asked to 
submit evidence of his or her proficiency in one or more of these langua- 

















Professorship in Public Economics 


| 
| 
| 


documented original research of a high international standard within the- 


requested to prioritize their publications in relation to the field of this - 


| 3. Three copies of the *-indicated publications (only publications in | 


i 4. A có-author's declaration about the applicant's share of submitted joint EE 


Applications submitted. will be evaluated by an expert assessment com- . 

















studies, review of cost estimates, assessment of technical and economic 
viability of projects, and project progress monitoring, financial techniques, - 
risk assessment, and other mechanisms for Government projects and the. 
private sector. 


Each candidate should have: 


(previous experience with development agencies is a distinct advantage) © 
* Good command of English and report writing capability 
* Knowledge ofa second language (French, Spanish or Arabic) is desirable 
* Good working knowledge of computers : 
|| Attractive salaries and benefits are offered. Qualified candidates should 
- forward their curriculum vitae to: 

i P.O. Box 995 
A-1011 Vienna 

AUSTRIA 


| 
| 
i 
| 
| » Advanced degree and at least ten years of experience in the related field | 
| 
| 
! 
| 
| 
| 
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Ré ader/Senior Lecturer in — 


International Relations 
£23,691 - £33,202 plus £2,134 London 
Allowance pa 


Lecturer in International 


Relations 
£16,045 - £27,985 plus £2,134 London 
Allowance pa 


Two vacancies have arisen, one for a Reader/Senior — 
Lecturer and a second for a Lecturer, in International - 
Relations in the Department of Intemational Relations at 
LSE. This is one of the largest Departments in the 
country in this field, which, with its sister department, the 
Department of Government, obtained a 5* rating in the 
last Research Assessment Exercise. The successful 
candidates should have an outstanding reputation in an 
area of international relations theory and in an empirically 
defined area, such as the international politics of a 
region, international institutions, or international political 
economy. 
Post of Reader/Senior Lecturer in International 
Relations: further particulars and details of how to apply 
may be obtained from the Personnel Services Office, The 
London School of Economics and Political Science, 
Houghton Street, London WC2A 2AE (Tel: 0171 955 
7079; Fax: 0171 955 6843; email: j.brown@ise.ac.uk). 
Post of Lecturer in International Relations: for further 
details please phone 0171 955 6183 or email: 
recruitmentGlse.ac.uk with your postal address. Please 
quote reference number E050. 
The closing date for the receipt of applications is 
21st April 1998. Í 
Please note the School will be closed from the 
9th - 15th April 1998 inclusive. ff 


the LSE is an educational charity committed to equal 
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ID CONSERVATION | PROROLURURDSOM LO BTLUIND DINE IRIRTO ET 


DUO eee | Contemplating a career search into, within o 
national Ltd po Ma cere EA A IER ro 
MM" you find a more rewarding position now! Take 








nternational Consultants in 7-13 
| to inform you that the wrong 
ed. The correct address is: "B Path — 


ambia, and access to it, have been in steady decline for many years. With nearly two-thirds of the | 
" poverty, parents have a heavy burden meeting the cost of their children’s education. In 1995, the. 
its latest education policy document, Educating our Future, in which targets were set for univ 
st 7 years of school by 2005. The Government of Zambia is in the process of translating a majt 
Education Sub-Sector Investment Programme (BESSIP) with the assistance of the World Bank and 
currently offers the most productive way forward in developing a programme which is designed to m 
lity targets in Educating our Future. É eI QE 
port Unit of the British High Commission or the Ministry of Education (MoE), your role will beto = 
nt of a pro-poor BESSIP consistent with DFID's Country Strategy for Zambia. This will involve supporting 
r pment of BESSIP through the provision of technical assistance, the preparation of studies and the provision of - 
. training opportunities. You will also be required to identify potential DFID investments within a sector-wide approach andto ~ 
promote linkage and integration of DFID-supported projects within a sectoral framework. po^ o qo DE 





d l . Both positions demand experience of developing a poverty-related, sector-wide approach to education ina developing country 
9| coupled with a strong appreciation of the relationship between access to a basic education and the elimination of poverty. A post- 
graduate qualification in Educational Planning would be an advantage. Good organisational development skills coupled with 
communication and facilitation skills are pre-requisite. Experience of working in Southern Africa is desirable. Applicants should 
either be nationals of Member States of the European Economic Área (EEA), or Commonwealth citizens who have an established 
right of abode and the right to work in the United Kingdom. K 
For both posts, you will be on contract to the British Government for 18 months, with the possibility of extension, in service to the 
respective Government. Salary will be c. £40,000p.a. (UK taxable). Additional benefits will normally include variable tax-free 
allowances, children’s education allowances, free accommodation and passages, 
Closing date for receipt of completed applications is 14 April 1998. | 
For further details and application form, please write to Appointments Officer, Ref No AH304/2/IB/TE, Abercrombie 
House, Eaglesham Road, East Kilbride, Glasgow G75 8EA, stating Ref No AH304/2/1B clearly on your envelope, or 
telephone 01355 843243. o 
DFID is committed to a policy of equal opportunities and applications for these posts are sought from both men and women. 


Department For 
international 
Development 
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SENIO 


| Family Health International (FHI), an international research and technical 
| assistance organization working in contraception, reproductive health, STDs, 
The successful candidate should have experience and training in conducting 


and a background in health care finance. Travel throughout sub-Saharan 
Africa is required, and fluency in French is preferred. 





The position requires a PhD with at least 2 years experience or MS/MA with 
5 years relevant experience. 






























FHI offers excellent salary and benefits. Please send resume to: 
Director of Human Resources, 
FHI, P.O. Box 13950, 

RTP, NC 27709 

or E-mail mabramson@FHLorg 
AA/EOE/M/F/V/D | 


ys 


ASSOCIATE IN ECONOMICS 


and AIDS, has the above-listed position vacancy to be based in Nairobi, Kenya. 


research on costs and cost effectiveness analysis in health or family planning, 


National Bank of Belgium 


irre te e t geh tan hy sas er ever ie i ua 


TRANSLATOR - REWRITER 


Job description: 

The successful candidate will be responsible for the Bank's 
publications in English. The job will consist of translating official 
documents and papers written in Dutch or French and rewriting 
English documents. 


The application form should be returned by 20 April 1998. 


For further information, please phone #432,2.221 46.49 or 
432.2.221.20.85. i. | 










"UNIVERSITY OFABERDEEN | 
RESEARCH FELLOW (APPLIED ECONOMETRICS) |. 
£15,159 - £27,985 per annum | 


Required to work on a range of projects in the HEALTH ~ 
ECONOMICS RESEARCH UNIT. Responsibilities will include: 
providing expert advice to other members of the Unit, and developing 
and leading their own projects. Applicants will have completed (or will 
be about to complete) a PhD in applied econometrics or applied 
statistics and will have experience in the application of econometric 
techniques to micro-economic problems. Informal enquiries may be 
directed to John Cairns, telephone (01224) 681818 ext 53269, e-mail: 
j.cairns@abdn.ac.uk. The post is available initially for 4 years and is 
funded by the Chief Scientist's Office of the Scottish Office Department 
of Health. | 

Application forms and further particulars are available from Personnel 
Services, University of Aberdeen, Regent Walk, Aberdeen, AB24 3FX, 
telephone (01224) 272727 quoting reference number ZPH 775R. A 24 
hour answering service is in operation. 


Closing date: 17 April 1998. 


An Equal Opportunities Employer 








ra ia Mae a p y ar arde Br arr eri e tag na arene) AnH HATHA STROH 


[1 Native English speaker 


[3 Very good knowledge of French or Dutch and basic 
knowledge of the other language 

L| Strong writing skills 

O Familiarity with economic, financial and monetary issues 


The Bank offers an attractive salary and benefits package. 


Applicants, who must be nationals of a Member State of the 
European Union, are invited to complete an application form 
which is available from the National Bank of Belgium, 
Personnel Policy, Exams section, boulevard de Berlaimont 14, 
1000 Brussels, by mail or by fax (432.2.221.31.51). | 
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: Scholarships offered i by the Department of War Studies L 
John D and Ce panne: MacArthur Foundation Programme on Peace and international Tocapo 









RENN of War Studies; King's s Colfége London, is a 5* rated inter- 
disciplinary Department devoted to the study of all aspects of war and conflict. 
With a distinguished record of research covering military and naval history, 

< Strategic studies, civil-military relations, regional security, new security threats 


: "and complex emergencies including : peace-support operations, the Department 
. provides an excellent base for your research. . 


. Asa result of the award in. January 1998 of a second three year Institutional 
Fellowship i in "Regional Security in a Global Context under the Programme on 
.] Peace and Intemational Cooperation of. the John D and Catherine T MacArthur 
^]. Foundation, the Department is pleased to invite applications for post-doctoral 
. fellows and a range of other positions, We are particularly secking outstanding 
I post-doctoral candidates with an interest in one of the. following fields: . 
€ why states collapse and how complex emergencies arise 


€ the ways in which the international community responds to these 
emergencies 
@ how such responses raise questions about: the nature of sovereignty; the 
. nature and types of national identity and the ways in which these relate to 
. peaceful or hostile processes of reconstruction; how the reconstruction of 
failed states connects with the demobilisation of atmed factions and the 
| creation of a common political culture; the possibilities of military and other 
kinds of intervention; the legal and ethical basis of interventions - including 
the issue of "ethical foreign policies"; the role of domestic and international 
actors in the process of reconstructing failed states including the media, 
NGOs and business corporations 


9 the relationships between economic development, civic society, social 
mobilisation and governance in processes of the reconstruction of failed states 


tow all states are facing growing challeng o their. legitimacy es over r control 
f armed force in their own societies .. : 


ow to 6 Control arms: proliferation. 
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ty is: the only private university in The Netherlands, It has earned a reputation in the field of business e 
fies with the international business community. Apart from its regular educational programmes and t "Searci 
Nijenrode offe a wide range of training programmes for business managers. Nijenrode MESE calls candidates Jer the pos 


Professor of Sustainable E ntrepreneurship (m / 


itiative e af the Neth lands Ministry of Housing, Spacial F 
rk (SVN), and is focussed on: the question how enterprises can achieve a way of management wh f $ 
n sound, a wel as which condi tions will have to be present in the economic system in which a in: jorder t to facilite 


| looking Jor must possess the following qualities: CENE 
f in the-business community, with the government and in the academic E | 


sustainable economy ane 


. ey she b develo research proj jects in the field of sustainable entre preneurship and carries out these prej jects OF supervises others carrying i 
| upervi ses environmental projects for business and for governmental agencies 


; The Pedes id PRO e: +3) 1346 29 12 00. Pind you nee mor "e information about this vacancy; p please ‘con 
jk@nijenrode.ni 


extensive resume, can be sent to Ni ienrode University, The Netherlai ads Business School, Attn. prof. dr. HULL. vandi 1 


= Nijenrode University 


NETHERLANDS 
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BUSINESS SCHOOL 





€ how the axis of regional Mica has. s shifted from East-Westt to North-South Le 
issues, 2 

Two twelve month PEPENE IEN fellows, will be appointed at £17,293 
(inclusive of £2,134 for Londen Weighting). These two positions become" 
available in September 1998, For further details andan. application form. _ 
please send a self-addressed. envelope to the Pers onnel Officer, School of 
Humanities, King's College London, Strand, London, WC2R ZLS United. 
Kingdom. Fax 44 171 873 2415. Please quote reference W1/AW/09/98. 

Two short-term NGO. fellowships will be awarded. "These are for candidates... J. 
with relevant experience in non-governmental organisations, keen to build on Dp 
this experience in an academic environment. Salary costs will not be covered... 
but fellows will have access to a grant of up to £4,400 to cover purchase of books 2 
and materials, field trips and related expenses. Fellows must be based in | 
London at King's for the semester during which they take up their fellowship. 

Four annual scholarships will be awarded to support post-graduate research 
to full time research students in the Department of War Studies, These will be 


equivalent to the payment of one full year of tuition fees in the Department 
(home student fees rate applies). 





For further details, please telephone or write to: Projects Manager, | po 
Department of War Studies, King's College London, Strand Bridge House, | 
Strand, London WC2R 1 HH England. Tel: 44 171 873 2756 Fax: 44 171 873 
2690 email war.project@kecl.ac.uk 

The closing date for all applications is Thursday 16th April 1998. Please. | 
make sure you state for which position you are applying. 


For further information on the Department or King's College London, 
refer to our web site http:/www.kcl.ac.uk 


Equality of opportunity is College policy 


azio 



































Visiting Aalborg Scholarships and 
Visiting Professor Scholarships 
at Aalborg University, Denmark 


Aalborg University's School for Postgraduate 
Interdisciplinary Research on Interculturalism and 
Transnationality (SPIRIT) invites applications for doctoral 
and visiting scholarships and for positions as visiting. 
professors. SPIRIT's research, seminars and training 
focus on the systematic study of themes and theoretical 
issues related to the intertwining of political, transnational 
and intercultural processes. All seminars are offered in 
English. Considerable emphasis is placed on Europe - 
its history, politics, social anthropology, integration and 
relations to global issues. 

Doctoral Scholarships.1-2 scholarships beginning 
September 1998 are available. Doctoral scholarships 
have a duration of three years each and are each worth 
DKK 250.000 annually (approximately US $36.000). 
Applicants must have a Master's Degree in a relevant 
humanities and/or socia! science subject. 7 
Visiting Aalborg Scholarships. A number of scholarships 
for doctoral candidates enrolled at other universities 
who wish to spend time at SPIRIT are available. These 
scholarships are of 3 months’ duration and cover travel 
to and from Aalborg as well as a monthly subsistence 
allowance of DKK 4.000 (approximately US $575). 
Visiting scholar applicants must be enrolled in a doctoral 

-| programme. Applications are invited for the academic 
. years 1998-1999 and 1999-2000. 

Visiting Professor Scholarships. Applications are 

invited for positions as visiting professor for the 

998/99 and 1999/2000 academic years. Applicants 

.. must hold tenured positions elsewhere. Preference will 
"be given to applicants with an outstanding publication 

. and teaching record in one or more of the areas that 

. SPIRIT. prioritises. Compensation packages will be 
negotiated on an individual basis. 















Application procedure. All applicants should submit 
four.(4) copies of a curriculum vitae and evidence of 
| their academic qualifications, teaching experience, 

` publications and competence in English. Applicants for 
full doctoral scholarships should further submit four (4) 
copies of a welldeveloped research proposal discussing 
issues, theories and methodology (5-10 pages). Applicants 
for Aalborg Scholarships should further indicate the 
preferred time of stay, as well as evidence of current 
doctoral enrollment. ts 2E 





of transport planning models. Because you'll be working as part 


k Office of Passenger Rail Franchising 


Helping to develop Britain's future rail service 


IE 


The Office of Passenger Rail Franchising is rapidly changing. 

New government instructions have given us a remit to secure 
improvements in the quality of railway services and to promote the 
longer-term development of the industry ~ as well as to manage 
existing franchise agreements in the interest of the passenger. 












Our Economist Team, located near London Bridge, provides 
analytical support to a wide range of key projects in the areas of 
transport modelling, appraisal, data analysis, statistics, demand 
forecasting, business planning and financial modelling. As a part 
of this team, you'll be representing us in dealings with a wide 
range of interests throughout government and the transport 
industry. So it'll be your job to make a difference to the 
development of passenger railways. 

Ideally you will have a background in regulatory and/or transport 


economics. You will be skilled in use of spreadsheet and have 
modelling experience, and will need to develop an understanding 




















of a small team, strong interpersonal skills and the ability to 
» communicate well with others are a must, 






— For more details and an application form, (to be returned by 
3rd April 1998), write to Capita RAS, Innovation Court, 
New Street, Basingstoke, Hampshire RG21 7JB, or telephone 
01256 468551 (24 hours) or fax 01256 383786/383787. 
Internet: http://www.rasnet.co.uk/ Please quote reference B3670. 











An equal opportunity employer 


OPRAF 






















School of Law 


Temporary 
Lectureship in Law 


Applications are invited for the post of a temporary Lectureship 
in Law. | | E 

The post is for a fixed term of two years from September 1998. 
The successful candidate must have expertise in the analysis of law 
in development contexts. In particular s/he will require expertise in 
the area of gender and law in relation to developing countries and 

be responsible for graduate teaching in this area. S/he must have 
international experience particularly in relation to developing 
countries. Interest and experience of South Asia and/or Islamic law 
would be an advantage. TEC 

Salary will be on the Lecturer A scale: £16,045 - £21,016 pa. 
Application forms and further particulars can be obtained from the 
Personnel Office, University of Warwick, Coventry CV4 7AL( tel: 
01203 523627; e-mail: recruit@admin.warwick.ac.uk)} or from the 
website: jobs.ac.uk/10/ACTIAG.btml Please quote reference 33/A/97. 


Closing date for applications is 8 April 1 998, 
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School of Law 
Lectureship in Law 


Supported by the City _ 
Solicitors’ Educational Trust 
Applications are invited for a Lectureship in Law with Specialism 
... in Civil Law Systems made possible with generous support from 
the City Solicitors’ Educational Trust. The post will be tenable for 


three years in the first instance but the School hopes to be able to 
convert it into a permanent post at a later date. 


. The person appointed will be. expected to carty out research and 
teach in the area of Civil Law Systems, and in particular to 
contribute to the compulsory first-year course on European Legal 
Culture and the English Legal System. 


Salary on the Lecturer A/B scale: £16,045 - £27,985 pa. 


Application forms and further particulars can be obtained from the 
Personnel Office, University of Warwick, Coventry CV4 7AL 
(01203 523627; e-mail: recruit@admin.warwick.ac. uk) or from 
the website: jobs.ac.uk/10/AC147.btml Please. quote reference 
33/2A/97. 


Closing date for applications is 8 April 1998. 
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| application of their studies to management and business, | and 


| research, They will have demonstrated expertise in teaching àn 


| instance, with the possibility, for a University Lecturer, of | | 


. Director of the Judge Institute, Professor Sandra Dawson 





UNIVERSITY OF CAMBRIDGE 
The Judge Institute of Management Studies 










The Judge Institute invites applications for the following positions: 


Director of tbe MBA Programme | 


Candidates should be persons. of academic distinction who PI i 
demonstrate a strong interest and record of achievement in. the. i 
application of their. discipline to management and: business, H 
together with prover, LO of. iaa and academ ic Ii 
management. 








The appointment will. be from. 1 July 1998, or as: ‘soon, as s possible 
thereafter, and will be for an initíal period of five yea h the 
possibility of re-appointment for a further. period or peri ods 







stipend for a Professor is. £41. 288 a yoan: 


New Lectureship in Accountin; 
Candidates will have strong. academic: ‘ability, an. interest i 














strong commitment and enthusiasm for both. teaching an 










research in financial or management accounting. industria 
experience is desirable and a professional qualification would. be i 
an advantage. 


New Lectureship in Organisational : 
Bebaviour/ Organisational a 
Development/Management Prat 


Candidates will have strong academic ability, an interest in the 
application of their stucies to management and business, and. E 
strong commitment and. enthusiasm for both teaching and s 
research. They will have an academic background in. 
organisational behaviour, human resource management, 
sociology or psychology and will be able to demonstrate an. 
ability to use experiential learning methods in teaching. about 
personal, group and organisational development. 























The Lectureship appointments, which will be iom ! 
1 September 1998, or as soon as possible thereafter, will be [a> 
made at either University Lecturer or University Assistant | 

Lecturer level, depending on the age and experience of the J$ 
person appointed, and will be for a fixed term in the first IF 


re-appointment to the retiring age. The pensionable stipend for ` 
a University Lecturer is in the range £19,371-£29,875 per - 
annum and for a University Assistant Lecturer in the range. | 
£16,045-£21,016 per annum. s 


informal enquiries about all three positions may be made to the | 


(telephone 01223 3395930; e-mail sjnd&eng.cam.ac.uk); or, for 
the Director of the MBA Programme and the Lectureship in 
Organisational Behaviour, to Professor Geoff Walsham, Acting 
Director of the MBA Course (telephone 01223 339606; e-mail 
gw10@eng.cam.ac.uk); or, for the Lectureship in Accounting, to 
Professor M.A.H. Dempster (telephone 01223 339641; ` 
e-mail mahd2@cam.ac.uk). 


Further particulars and an application form for each position may I 


. be obtained from the Secretary of the Judge Institute (telephone. f 


01223 339700; fax 01223 339701; e-mail jims- H 
enquiriesGeng.cam.ac.uk). Applications (10 copies, including a 
curriculum vitae, list of publications and the names and H 
addresses of three referees) should be sent to the Secretary of 
the Judge Institute of Management Studies, Trumpington Street, 
Cambridge CB2 1AG, to arrive by 30 April 1998. 


The University fol'ows an equal opportunities policy. 
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AGRISYSTEMS I" | sss pp 
SENIOR TECHNICAL SPECIALISTS - CAMBODIA 


Agrisystems provides international consultancy in agriculture and rural development. 













* Senior Technical Adviser (team leader) (24 months) PhD« MSc 
(with Research and Development Management in fields of Agronomy or Agro-economics) 
Financial and Administrative Specialist (6 months} MSc/MBA 
Soil Fertility Specialist (18 months-aver 3 years) PhD or MSc 
Seed Industry Specialist (18 months over 3 years) PhD/MSc 
Seed Technician (12 months over 2 years): | 
Plant Protection Specialist (24 months) PhD or MSc (rice experience Is essential) 

| Pesticides Laboratory Technician (6 months over 2 years) BSc 


+ * ë &£ ë * 


















TA minimum. of TO Gechnician), ES (other) and 20 (team leader and seed industry) years 
“| appropriate experience is essential. Phnom Penh postings are expected to start between June and 
of September, 1998... haga fe v 
|... ZONE CO-MANAGER, PHILIPPINES 

We ha E a vacancy for au Agricultural Economist for 12-18 months with effect from 
April/May; with experience in action programmes, work plans and budgets, micro-projects, 


^T detailed designs; community development and training. 


Fax: +44 1296 747075 (international) 


01296 747075 (UK) or agrisystems@compuserve.com 








ary up to £50K 


... Department for International Development (DFID) is 
' responsible for Britain's development programme, which, in 
1996-7 amounted to some £2,150 million. Around half of this 
is provided as bilateral aid to over 160 countries, with the 
balance channelled through multilateral organisations such as 
the World Bank and the European Community. Under its 
bilateral programmes DFID finances inputs in the form of 
works, goods and services. Within DFID, the role of 
Procurement Policy and Practice Unit (P3U) is to ensure value 
for money and accountability in the aid programme through 
the professional procurement of external resources, More 
specifically, it provides support and advice to programme 
departments and senior management to enable them to achieve 
value for money, as well as having a general responsibility for 
corporate contracts serving a range of programmes and 
departments. Your role will be to lead the U nit in ensuring 
that DEID's policies.and systems promote accountability and 
| value for money, in accordance with the Government 
4| — Procu rement Strategy and, where applicable, EC directives. At 
£] all times, you will ensure that PSU works to the highest 
copd professional and ethical standards and that programme 
$4 departments needs are identified and met. In addition, you 
D will be expected to ensure sound commercial arrangements 
Cos Eb with outside agencies, suppliers and contractors and to keep 
abreast of changes in professional practice, rhe external 
^^" commercial environment and in the developing countries which 









 Amember of the Chartered Institute of Purchasing and Supply, 
or a similar professional body, you must have at least 10 years' 
procurement and contracting experience with knowledge of 
both the public and private sectors. This should include time 

































Full CVs (quoting reference 1/98 for Cambodia and reference 2/98 for Philippines) should be | 
sent irnmediately to Jo Matthews, Agrisysteras House, Oxford Road, Stone, Bucks, HP U 8 PL, UK. 


E-mail: jo@iagrisystems.co.uk | 








Q9 CAMBRIDGE 
| Dennis Gillings 

Professorship of Health Management — | 
The Board of Electors to the Dennis Gilings Professorship of Health | 


‘Management invite applications for this Professorship which has been 
newly established in the Judge Institute of Management Studies. 


Applications are invited from persons whose work falis within the fields of 
health management and policy. They should demonstrate intemationat 
academic distinction in an undertying discipline, for example, information 
or management science, economics, policy analysis, or organizational 
behaviour, and should also be able to demonstrate a strong interest and. 
record of achievement in the application of their discipline to issues of 
health management and policy. 

The appointment will be subject to the Statutes and Ordinances of the 
University. 

The present pensionable stipend for a Professor is £41 .288 a year. 


informal enquiries should be made to the Director of the institute, 
Professor S.N. Dawson, Judge institute of Management Studies, 
Trumpington Street, Cambridge CB2 1AG, tel: 01223 339590. Further 
information may be obtained from the Secretary General of the Faculties, - 
General Board Office, The Old Schools, Cambridge CB2 1TT, to whom 
applications marked "confidential" should be sent, with the names of two 
referees, by Thursday, 30 April 1998. = 


The University follows an equal opportunities policy. 






















































spent in a senior managerial role within a procurement or . a 
contracting group, ideally involving experience overseas in — CRM 
developing countries and a strong analytical approach: tothe 
purchasing and supply function. The ability and experience to 
advise management and introduce new practices and E: 
procedures, including the development and training 

requirements of staff, will be important, First-class 
management, interpersonal, negotiating and communications 
skills are a prerequisite. | 





es iz Bes 
mm 
a SRE CRESTS 


s zz 


nes 


COMES 


Applicants should be UK nationals. 


Salary will be in the range £35,000 to £50,000 subject to 
qualifications and experience and to internal/external pension 
provisions. The appointment is for a fixed term of three years 

in the first instance with the possibility of extension or long 
term appointment. The post will initially be based in London 
but will relocate to East Kilbride, near Glasgow, in the next few. i 
years. Relocation assistance will be available where appropriate: 
Closing date for receipt of completed applications is 16 April 1998. 
For further details and application form please write to the 
Appointments Officer, Rcf No AH304/CG/TE, 
Abercrombie House, Eaglesham Road, East Kilbride, 
Glasgow G75 8EA, stating Ref No AH 304/3/CG clearly 
on your envelope, or telephone 01355 843629. 

DFID is committed to a policy of equal opportunities and 
applications for this post are sought from both men and women. 
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. | ECONOMIC RESEARCH - SHIPPING INDUSTRY 
| DREWRY SHIPPING CONSULTANTS is an independent research 
and publishing.co cialising in all aspects of maritime 
economics.” has an international client base and is 
widely regarde ing authority on the economics of shipping 


























ur research team to work specifically on single 
jects. Reporting directly to the Managing 

s the preparation of detailed reports on a 
slated subjects. The successful candidate 
nd literate, with the ability to work to strict 
imum of supervision. 

















Director, the wo 
wide variety 
will need to be 
deadlines and with th 


Applications are 
 economic/marke 
. | of shipping would: 


graduates with experience in 
“commercial environment. Experience 
vantage, although not essential. 





| April, including full c.v., to:- 








Sh ipping Consultants Limited, 
leridian Gate - South Quay, 
Wall, London E14 9FJ. | 


NATIONS UNIES 


ECONOMIC AND SOCIAL COMMISSION FOR ASIA AND THE 
PACIFIC (ESCAP) | 
ECONOMIC AFFAIRS OFFICER, P-4 
| Bangkok, Thailand 









| Under the supervision of the Chief, Land Transport Section, the incumbent 
attends the legislative meetings and other ESCAP’s meetings related to 
railway transport and assists in the preparation of these meetings. He/she 
monitors project implementation at all stages, including the analysis of 
implementation difficulties and initiating remedial action. He/she also 
prepares and carries out substantial work in the field of railway transport, 
ich as: (a) collecting, compiling and analysing data on railway operations in 
the countries of the region, on wagon-flows of freight including both 










ntainerized and passenger traffic; (b) evaluating railway passenger services 
and freight traffic with reference to current demands; (c) precasting future 
^] railway traffic growth and potential, based on studies of current commodity 
=od flow and projected future economic and social development. programmes; (d) 
“| conducting techno/economic evaluations of specific projects related to 
] railway capacity and better utilization of rolling stock and railway equipment; 
. (€) participating in the ESCAP roving team of railway experts, technical 
assistance and advisory services. 














.[ Requirements: Advanced university degree in engineering or economics. 
Knowledge of computer would be advantageous. Approximately 8 to 12 
years of relevant professional and managerial experience in the field of 
railways and railway transport. Fluency in English or French with excellent 
drafting skills, Working knowledge of other United Nations languages is 
desirable. 















Preference will be given to equally qualified women candidates. 


Remuneration: Depending on professional background and experience, 
annual net salary (including post adjustment) from US$ 49,988 (without 
dependents) and US$ 53,713 ( with dependents) plus.a number of additional 
benefits, when applicable, such as housing subsidy, dependency allowance, 
education allowance for children, repatriation grant, employer's contribution 
to pension fund, 6 weeks’ annual vacation, paid home leave every two years. 
Applications with full curriculum vitae, including salary history, birth date 
-| and nationality, should be sent to Personnel Services Section, quoting 
| reference number VA 97-E-ESC-029-BA, ESCAP, The United "Nations 
Building, Rajdamnern Avenue, Bangkok 10200, Thailand. Fax No.: 


P (662)288-1045, E-mail: escap/personnel service@un.org. Closing date for 


receipt of applications: 10 April 1998. uw 
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gree course International Studies of Global Management as an eigh 


semester course including one theoretical and one practical semester . 
in different economic areas of the worid. ree: 


For the next date possible a 


In the winter semester 1996/97 Hochschule Bremen started the d 




















for the subject 
„General Business Administration, especially for International 


and Global Management" 
Ref. No. (ISGM 1/97) 

















is to be occupied. MED E 
Degree Course; the course objective is to qualify male and femal 


v 


managers, who meet the specific demand of globally oriented 
. prises, especially in the medium-size economy. Apart from business. 
administration and its neighbouring disciplines in economic and social 
sciences as the central element and with an extensive internatio yal: 
orientation, an essential component of the qualification is the intercül- `. 
tural competence of students with regard to the non-European coun- 
tries and economic areas (e.g. India, Indonesia / Malaysia, Brazil), The -.- 
education in intercultural competence also covers the knowledge of .[ 
. the respective language. . : EN 


Task Field: the applicant has to cover a broad spectrum of general 
business administration in all the economic degree courses of Hoch- . 
schule Bremen. Moreover, the applicant is expected to read the joc- 
tures for the course focus "International Business Management / Stra- 
tegic Management / Global Management". A participation in the re- 
spective research and transfer institutes is expected. 


Special Requirements: apart from the economic qualification a pro- 
fessional experience abrcad of several years is expected. Eventually 
applicants are eligible, wFo gained a comparable foreign competence 
in àn activity in or with foreign countries. Further requirements are in- 
tercultural sensitivity, fluent spoken English and knowledge of another 
commercial language. — 


Applicants are expected to commit themselves to the organisational . 
and content-related desicn and shaping of the degree course and of | 
the faculty, to work in an interedisciplinary way and to keep close con- 
tact to the business community as well as to the foreign cooperation 
partners. 


Applications with the necesarry documents should be sent - unter ine 
dication of the reference number and within four weeks after publicati- . 
on of this advertisement - to 
























































Rektor der Hochschule Bremen 
Neustadtswall 30, D-28199 Bremen 


Further informations concarning conditions of employment please find 
in the internet: 


http://www.hs-bremen.de 
-> link "Aktuelles, 
-> link “Stellenausschreibungen,, 
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is expanding its 
onmental work 





As a preparation for upcoming assignments, we are | 
looking for experienced environmental specialists | 
and consulting firms interested in collaboration. | 
Please contact Hans Carlsson, President. - 


| swEDiSH > 
| Swedish - Geological À AB (SGAB) is a private 
sulting company with a fifteen-year record of 
successful execution of consulting projects in 









AI firms. Projects are often financed by international | 
development banks or aid organizations. 

Box 19090, $-10432 Stockholm, Sweden. 
Tel. +46 8 674 

Fax +46 8 673 4140 | 

E-mail h.carisson.sgabGhifab.se - 

Web www.swecishgeological.se 





"A leading multinational consumer goods company in the Lake Geneva area 
is seeking a young, talented, highly numérate individual with good 
.. | interpersonal skills. Reporting to the Business Development Manager. he/she | 
C] will provide support in environmental and strategic business analysis, 






| response to particular business issues and in support of new business — 
O} developments. He/She will assist in defining, conceptualising and _ 

| implementing optimal business strategies, evaluating project alternatives and | 
| making recommendations to senior management. This position will entail - 





| ongoing contacts with all the HQ Departments as well as Affiliates and 
' business partners. | 






| The ideal candidate will have: 
(dq * a business degree —— 
| ^ at least two years exposure to a business, financial or consultancy 
^. environment — ^^ 7700 | 


* experience in applying financial and statistical tools for business 

* ability to work ina team effectively and efficiently to meet short. 
a project-related deadlines 

* good oral and written communication skills 

iD fluency in English and at least one other European language 























ds isa unique opportunity fora bright individual to develop his/her skills 
in an international enviromment. The company offers excellent career 





CH-1234 Vessy/Geneva 
SE | Switzerland | | 
RE. Phone: 004122784 32 82 Fax: 784 33 87 - 





























| in Africa through integrated service provision, capacity building and: 


| in Nairobi, Kenya, with country offices in Kenya (Nairobi), Tanzania (Dar 


| line with AMREF's mandate. 


| highly qualified health and health-related professionals. 


geology. l mining and industrial environmental MH: We are looking for applicants with basic and post-basic university degrees 
| management and institutional strengthening UE Our. 1 [country working experience (especially in Africa), team-building skills and 


{clients are ministries or state agencies and private it fund-raising capability are required. Preference will be given to applicants 



































n negotiating with governments and donor agencies. 


| AMREE, P.O. Box 30125, Nairobi, Kenya, not later than 30th | 


primarily in conjunction with the organisation's long-term strategic plan, in. | 






© APRICAN MEDICAL AND RESEARCH FOUNDATION | 72 Eo 


AMREF COUNTRY DIRECTORS | 
FOR TANZANIA ANDUGANDA | 


The African Medical and Research Foundation (AMREF) is an African- | 
based, non-profit, regional health NGO with a mission to improve health. | 











research AMREF has over five hundred employees, and is headquartered — 


es Salaam), Uganda (Kampala) and South Africa (Pretoria). 





AMREF is now recruiting Country Directors for Tanzania and Uganda. 
Each director will head the respective country office and manage and 
develop the respective programmes in response to priority needs and in 








The country director is expected to lead a multi-disciplinary team of. 








n health, health-related and development fields; NGO and developing | 






who have managed NGO country programmes and who have experience 







An attractive benefit package will be offered, and contracts will be for two 
years, renewable. Applications with curriculum vitae and names and 
addresses of three referees should reach the Director General, 











April, 1998. 7 


Amref is an equal opportunity employer and 
has a non-smoking environment policy. — — 








Central and SE Asia, —— 
Latin America and the Caribbean 


We are an international "consulting company: | 


| currently seeking to fill a number of project | 
| manager positions in the following areas: 


Macroeconomic Policy and Modelling (ref: mpm) | 


Economic Integration (ref: ein) — 
Finance and Privatisation (ref: fap} 


|| * Trade and Industrial Policy inc. WTO (ref: tip) _ 
* 


| Candidates must have at least 15. years 


experience, 5 years of which should be as project 


|| leader on overseas assignments; strong economics - 
| including quantitative analysis and modelling 
| skills and a proven track record of providing policy 


| advice at the highest level of government. Fluency 
| in Russian, Spanish or French would be an 
| advantage. | | 


Please send CVs to ^ 
25 St James's Street —— 
or fax to: +44-171 735 1060 = 
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an "Sites (O S), the world’s oldest regional organiza- 

emispheric dialogue on political, economic, social, 

ific, and. technological matters. in the Western 
ified candidates: for the: post of Inspector General. 


|} tion and the m 

|| educational; c 

|| Hemisphere, is s 
| The incumbent, . 


_ responsibilities: fo: 
evaluation functions SS 


Office of the Inspector General, has broad 
it the auditing, inspection, investigation, and 
; ‘the post. by the governing bodies of the OAS. 


"Candidates must. be nat 
ast lor. 4 fsity degree. in a relevant field and more than 
rial and international experience, or a Ph.D. 


an eight years of experience; excellent | 
ensive knowledge of public administration | 


practice; excellent communication skills 
t integrity, discretion, and tact. 


y forking | knowledge of one of the other two 


{French and: Portuguese), and à thorough Ji 


countries, oe their development needs. 


ion of trust “the duration of iba appoint- 
[ds at the discretion of the Secretary 
i. ] 


"s UN scale, 
troi gly ëncouraged. Additional information 
e page (www, QAS.org/en/pinfa/hrA. Persons 


d send curriculum vitae (including date of birth and 
be received no later than April 23, 1998, to: 


Chief of Staff 
Office of the Secretary General 
Organization of American States 
17" Street and Constitution Ave., N.W. 
Washington, DC 20006-4499 - 


AWARDS FOR THE 4 1998 efmd 


_ European Casi Writing Competition 
. of Ecus 2.000,- are made 
for cases in each of the following. categories : 


Change Mánagennt sponsored by Aarhus 
School of Business, DK - 
' Cross-Cultural Management, sponsored by 
“Euro-Arab Management School, E 
* Entrepreneurship, sponsored by Durham 
. University Business School, UK 
* European Management, sponsored by 
suo de Empresa, E 
“p *. international Business, sponsored by EM 
1- yh, F 
|. * Marketing, sponsored by Rotterdam School 
of Management, NL 
* Multimedia, sponsored by ESC Nantes 
Atlantiques, F 
* Public Sector Management, sponsored by 
Netherlands Foundation for Management 
Development, NL 
* Retailing, sponsored by Edinburgh University 
- Business School, UK 
. Technology Management, sponsored by. DG3, 
ms European Commission — s 
| Transition Management i in Eastern and Central 
T Europe, sponsored by IESE, E. 





For further information, please contact 
Patsy Van Autreve at efmd, 40 rue Washington, 
B - 1050 Brussels. Tel: «32-2-648 03 85: — 
Fax: 32- aoe 07 68. E-Mail: vanautreveGefmd. be 
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one of the 35 OAS member states and must | 


The TE Service" 
(ISNAR:; has a mandate to. streng 
systems in developing coun 

CGIAR information, and training, and cart 3$ 
policy, organization, and managemen 
Hague, the Netherlands, and is one 

a supported by the Consultati e Grow 

Lar Agricultural Research (CGIAR): m 

for two senior posts. 


| The first post (ref SO/RSIY /98/61) Jequires à senior. officer who 
| conducting research and analyzi ig ongoing processes. of reorganization: 


research systems, primarily i in the countries of Central Asia, the Caucasu an 


Europe. Work experience in these areas is essential, Applicants must be fluent i Engli j| 
| and a working knowledge: of relev: int. languages (esp. Russian) i is desirable. ME EE 


For the second post (ref SO: GL/98/02), the senior officer will mainly: conduct esearch: n 
the effects of globalization on: agricultural iechnology markets and its in is for: 
national agricultural research systems in developing countries. ign 
experience in Africa, Asia or Latin America is. essential. Applicants i quus 


| English and possess at least ü working knowledge of either aes or Frene i 


Qualifications " a Ls 
For both posts a PhD in a releväni discipline of pigia, i E 


development as it relates to agriculture and a minimum of 10 years" relevant researc 
consulting experience at the level of top policymakers i preferred: "Appi 
Master's degree will be considered but should have an: ad nal S years’ 


experience. All candidates should have a demonstrated. ‘ability to work n 
] multicultural environment and possess excellent communication. skills. both: -oral an 
written. For both posts, significant travel is invo ived d (approx. ‘three months sper yé 


x Appointment 


Both appointments are for an ini: ‘ial contract period of two poan with a. probation 
period of one year. : 


cc gine 


Please submit your letter of odes byl 15 5 April 1998, D eae with a otiui viae 
and the names and addresses of tw» references, to the Director eee JBNAR, P.O. Bo 2 
93375, 2509 AJ The Hague, the Netherlands. 3 


ISNAR believes that diversity of staff contributes to exc 'ellence. We therefore encour 


women and developing-country-nasionals to apply. 


REPUBLIQUE E D'HAITI 


The Government of the. Republic of Haiti, through the Conseil de : B 
Modernisation des Enterprises Publiques (CMEP), the | 


organization responsible for public enterprise modernization in |. 
Haiti, is looking for private partners to manage electricity |“ 
| production and distribution in Haiti. These activities are curr ently |. 
| undertaken by Electricité d’ Haiti ( EDH), an autonomous state- f> 


owned industrial and commercial organization. 


EDH manages a network of MT (medium tension) and LT (low 


tension) of nearly 1,425 km, with about 650 km in the 


metropolitan zone. About 67% of EDH’s clients, who consume 
89% of the electricity produced, are localized in this zone. Thirty 
five per cent (3594) of the total electricity is obtained from 
hydraulic sources. Production for 1996-1997 was 636 GWh for a 
population of more than 7 million. On 30 September 1996, the 
net value of fixed assets was US$ 141 million. 
CMEP will invite electricity | 


In the next few months, 


organizations interested in investing in Haiti to tender. Interested |. > 
organizations can obtain more information on our web site | zx 
(http://www.crcsogema. com/cmep) or confirm their interest by | 


writing to the following address: 


Conseil de Modernisation des Enterprises Publiques (CMEP) 
Palais National 
Port-au-Prince, Haiti (W.L.) 
E-mail: cmep@acn2.net 










































- OF FINANCE (PRIVATISAT 
LI Y E FOR SALE OF UGANDA AIRLINES CORPORATION 





INVITATION TO: o p 


sf th le : Republic of f Uganda wishes to div est fully from. ow Airlines Corporation and has 
E Ocess for the sale of a substantial portion of the shares of Uganda Airlines Corporation 
Y AC (he entity to be formed as the successor company of Uganda Airlines Corporation) to à 
will ensure continued provision of safe and cfficient air transport services for national 
$e omic ‘devel ipment, and devel lopment of Entebbe International Airport into a regional hub. The | 
. Government therefore hereby invites airlines, air transport operators, financiers and other interested parties to 


participate in the pre-qualification process. 














j Composition of the bidder | ae 
A bidder may be a company or a consortium, A bidder must be or include an air transport. operator which 


meets the technical and service requirements set out below. In the case of a bidder which includes an operator, 
| such operator must account fora majority of the bidder’s shares. 


| Technical and service requirements 

The air transport operator must: 

- | Bean internationally renowned carrier operating 
2. Or rate a worldwide sales network; 

3. Have access to a first Class CRS; and 

nstrate an excellent safety record. 


passenger and cargo services on intercontinental routes; 








Terms of Reference for Pre-qualification la on 
crested: parties. mz tain a copy of Terms of Reference for Pre-qualification (which set out the pi 


ualif ic 2 tion requirements in full) by contacting: 






E The Director, 
Pris atisation. Unit, 
. Ministry of Finance, 
P.O. Box 10944, Kampala, ems 
Phone: (4256-41) 250108/ 256467 Fax: (+256- an 259997 /242403, 
E Email: airlines&perds.go.ug - 
< Pre-qualification. documents must be submitted to the Directot;;: Privatisation Unit at. the jie. address not 
later than 5. 00p. n., 24th April, 1998, and be accompanied submission fee of US $1, 000. 


A v5 Cal 


m = list of prave bidders will bea anno erica’ by: 30th din 1998. 













vider audience. 
uv MU o o - Advertise in the Economi st Website Classifieds - M ———— 7 
M ed * Full colour logos | Full colour text . E-mail hotlinks _ x d * Hotlinks to your website E M 


“Contact the Classified advertising department for more i 
Fax: (44-171) 830 n "n | E-ma 
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IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare: Visa application and conduct 
{| | job search for prospective immigrants. 
|| | Very reasonable fees. Leonard 

| Simcoe, Ref. E, 1255 Laird Blvd., 

#208, Mt, Royal, Quebec, Canada 
o E: H3P 2TI. Fax (514) 739 0795. 

Email: : 76143. e ompuseve: com 


A 





. SINGER, Attorney 
Fel: (51.4) 487-201 
Fax: (bp 487. 23N& 


geri singe: pea 


LAW OFFICES OF COLIN R. 


EP TTETHETE Citizenship é& foenivrntion 
S i¢b- $908 Steed adhering St. Boon 


erlitz. Your first 
word in a new language. 










No time. dup. language classes? Then | 
start learning at your own pace, in your: 
||. own space — with a new Think & Talk? 
| home-study course from Berlitz. As the 
] world’s leading name in language learn- 
ing. we have 120 years of experience 
sing the proven Berlitz Method? To find - 
0 nore about the entire Berlitz pes | 
anguage products, cali today. - | 

















: TO ORDER PRODUCTS 0 OR A CATALOG, cal 


www.berlitz.com EXT 6059 








o The ç $ 
Economist § 






Your Equity Investment In Canada. 
Obtain Menu & Questionnaire Package | 
E-mail nishtonr@icadvision.com 
Fax. 1+403-25}-0895, 
Project & Asset Mgmt available, or 
manage vour own. Projects start from 







|. TO ADVERTISE 



















; USS2MM, with Equity required $250K. WITHIN THE | 
‘Organon Finance & Technology Ltd. CLASSIFIED 
| SECTION, CONTACT: 






1 YOUR REP IN CZECH REP. 
. Experienced Czech businessman 
| available for assignments including 
1.3m Czech comp., legal advice, 


Amy Stewart 
London 
(44-171) 830 7000 







: | appointments, interpreting, translating... 
| Tam looking for Rep. in other countries. 





Suzanne Hopkins 
New York 





Tel: a) 69 226 966, +420 602 527 391 
Tax: *420 69 226 927 
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AUTHORS oe 
Let Us Publish Your Book. 
Most subjects considered including 
Religion, Biography, Economics, 
Fiction, Poems, Children’s Stories 
and First Books. 

AVON BOOKS (EC) 

1, Dovedale Studios, . 

465, Battersea Park Road 4 
‘London swit Macc 





















Office address, rep à 
and business advice 
your Malaysian. of. 
company set up by. 
with Fortune $00 corp 









|. | Tri-Concepts Sdn Bh 
|]. | Bangsar Baru, 59100 4 


Sd Tek: (603) 284 9664 : 










"We sera Sullivan Meck & Tooley, P C 
Attorneys 


“Specializing i in Oil & Gas and Natural Resources law. 
with more than 6 years of experience in Central Asia. 


Fe or more information, please contact: 


Denver, Colorado USA Pee 
Tel: (303) 830-2500 Fax: (303) 832- 2366 


Almaty, Kazakhstan 
Tel: (7-3272) 617-422 Fax: (7-3272) 61 5-840 


Tashkent, Uzbekistan 
Tel: (7-371) 133 8547 Fax: (7-371) 133 8547. 


E-mail: wsmt.almaty@mep-1.sprint.com 2 
















United Naüonsindustrii — 


Development Organisation Propart 



















26-29 May 1: 1 998, Coal, Hotel N Novotel 





Guinea offers: 






* Industrial co-operation and opportunities in the agro-food, - 
textiles, chemical and pharmaceutical, building materials and ^ 
tourism sectors (see UNIDO homepage for details). 

e Privately Financed Infrastructure projects such as hydroelectric 


power plant, roads, rail services, water distribution, industrial 
zones, etc. 









* Proposals for privatization of textile, chemical and fish 
processing companies. 





* Supportive environment and attractive package of investment and 
tax incentives, 






* increased donor and international financial sector confidence. 
Meet your potential Guineaa partners to discuss business co-operation 
including joint-ventures and the establishment of wholly foreign-owned 
enterprises. 








For further information please contact 





UNIDO, Director, Investment Services 
Po. Box. 300, A-1400, 

Vienna, Austria 

Tel: (4431) 21131 6414/4528 

Fax: (+431) 21131 6806/6808 

E-mail: Africainvest@unido.org 
Internet: http:/ /www.unido org / wins 


OPIP, Director General 

B.P. 2024, Conakry f: 

Republic of Guinea. | 

Tel: (+224) 41 49 85 

Fax: (+224) 41 39 90/41 49 85 











“Next UNIDO Investors’ Forum in Africa: 16-19 June 1998, Maputo, i 
Mozambique {covering eratque: Zimbabwe, Lesotho, Senan, LI 
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x Pu - START. YOUR ow | ae 
s IMPORT/EXPORT AGENCY 
i No capital or exp. req. No risk. Work ° 
from home. Part/Full time. Help Desk 
Established 1946. Clients in 120 countries. 
Free Booklet, 
WADE WORLD TRADE 
Dept 2c24 50 Burnhiil! Road 















| HANDWRITING i 
ANALYSIS 


ne of disputed and 
anonymous documents. Also 
aptitude/character assessment 

for recruitment purposes. 



















Beckenham Kent BR3 3LA hilli H 
Tel: +44 (0) 181 650 0180 {24hrs} P Miopa Laane 
Fax: +44 (0) 181 663 3212 London NW3 5AH 


http www. wadetrade.com 


ap e mR w o o "m ‘e 
-- mmm 


| Tel: 0171-794 6060 Fax: 0171-431 4699 | 








Save IET on International Calls 


“Justice a ed i in ( Callback 


URE: ASR 





1.3 40- 526-2200 


, 
pop 


nee a 






A r k 
aa "M n CD R e 
E : r R 
1 T went N ^ ar fy 
3 a ‘ $. E A Ss 
w, ^ ^ OD LA, (d 
" Ax m bri at eee See 
Wee a REST TP T 
EN €. athena XE 
d D Cre A A 
= RE à 
d * dns ON pe 5$ 4 
s ni * ` a dw E s 
ys sot E os 
EN : a "i DOS ^ 
iere eM . Len T j a EA 
Do) ` y! ^ QAO DO 
Aya tad 


Itemized 6- Second Billing e Ideal if T. : 
ig, Hi els and Mobile. iah 


* Agents Wanted Call 1-206-378-2816 » 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West + Seattle, WA 98119 USA 
- www. ^. kallback.c com * "Email: Lipi ste com 









































| AUTHORS WORLD-WIDE INVITED. 


[2 OLD BROMPTON RD. LONDON SW7 3DQ. 







TRAVELLING 
| TO NEW YORK? 
| Bed & Breakfast Service offers 200+ 
| apartments, all in fashionable areas. 


Rates $90-300 p/e. 
Corporate Specialists 
Bed of Roses Ltd, 800 5th Ave. NYC 10021 


| Ted: (212) 421-7604. Fax: (212) 935-0617. 








IMMIGRATION TO EUROPE? 
You may qualify to five and work permanently in 
THE NETHERLANDS 
and atiain Butch Citizenship. 
Businessmen or Professionals can apply. 
NETHERLANDS IMMIGRATION AGENCY 


TEL: 31-20-601-4519 FAX: 31-20-524-1312 


E-mail: immiassistigeasyliving.com 
Internet: wwsv,immiassist.com 
TRADE COMMISSIONERS REQUIRED 
WORLDWIDE 
EXCELLENT REMUNERATION 


NEW AUTHORS 


PUBLISH YOUR WORK 


| ALL SUBJECTS CONSIDERED:| 
Fiction, non fiction, Biography, Religious, 


Poetry, Childrens, 


WRITE OR SEND YOUR MANUSCRIPT TO:- 
MINERVA PRESS 


H BU 
ARTAN 


Serviced Apartments offering Best Value for Money 
Unbeatable location in South Kensington, 


2 person apartment from £76 per night 
4 person per nals from He per night 
E. 


Hs. ; oard Pounded 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 


Tel: ++ 44 171 370 2663 
Fax: ++ 44 171 3706743 





TRATES TO THE Vs: 


JUK. ........ 19€ s 4 
France......30€| 
Germany ....24€| — 

—ptal........38€| 
-|Netherlands..31€ ^ . 
.|Switzerland..29€ | - 


‘Numerous Special Services Included 


jBrazil.......69€| 


Malaysia 222 DAC 


"] FREE CASH GRANTS! Colt lege. 





| RI ATIONAL CALLS 


Scholarships. Business, Medical: ‘bills. 
Never Repay. Toll Free 1-800- 218 
9000 Ext. G-4265 US Only, = 





LUCRATIVE HOME BASED BUSINESS 
6/7 figure income not MLM. Serious 
people call 0181 236 4984 and listen. 





OFFSHORE COMPANY NEWS 
isle of Man -~ Red Alert! 
www.ibs-offshore.com 


SEINE eee eee ee E ONAE 


GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 





2ND PASSPORTS / Driver's Licences 
i Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax +3120-5241407; E-Mail: 
400413.3245@compuserve.com; 
http-//www.global-money.com 


USA ‘REE | 
‘PRIVACY PROTECTED! Y: 


For FREE CON SULTATION 
and our Brochure contact: 


GL&'BAL 


BUSINESS SOLUTIONS, INC. 
Phone.: USA+(619) 578-7541 
FAX: USA+(619) 578-0238 
E-mail: gbs@miliennianet.com 





* Most new amor. are 
referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 





- No Extra Charge - 


400 Fax: 201.287.8434 


; f 44.171.360.5037 Fax: 44.171.360.5036 
U- ( ewworldtele.com http:/ /www. newworldtele. com 


Business to Business agents welcome 


201-287-8400 ` 


1402 TEANECK ROAD + SUITE 134 >» 





TEANECK, NEW JERSEY +» 07666 + 
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| 2ndPASSPoRTS | BELIZE 
| OFFSHORE COMPANIES CITIZENSHIP & PASSPORT 


Confidential Service Direct From Belize 


FULLY LEGAL PROGRAMME WORLD WIDE 

dex Generous Visa Free Travel No. 1 OFFSHORE 

| | From ussas, 000. inclusive | | CONIPANY AND 

t i Belize ‘Passport Consultants Ltd. TAX PLANNING 
944 Orchid Garden, P.O. Box 165 SPECIALISTS 

| Belmopan, BELIZE Since 1975 our worldwide statt ot B 
. Tel: + 501 8 22759 over 275  multi-discipined M 
Fax: + 501 8 23785 professionals including lawyers, 

p ENSE chartered accountants, chartered. 
Government License 974001 secretaries, and bankers have 
provided confidential and cost 


effective company formation in al 
the major low tax areas. 


















| For confidential, I, profess onal se 
contact: - 


Maritime international Ltd. 

P.O. Box WC166, Bay View Place, 

Crosbies « 

St. John's, Antigua, West Indies 
Tel +1 (268) 461-2024. 
Fax *1 (268) 462-2718 

Email: maritime@candw.ag 










service, | - 





























































| ‘SCF is one " the word's et Tax ! 
E planning practices. Fully owned and $ 
M operated by lawyers and. accountants. 
~All our consultants. are professionally E — 

Wi trained and will ensure your affairs wil E- 
be dealt with in an atmosphere off 


ec PON BN | M utmost privacy and confidentiality. . M —— 
TAX-FREE | 4 7 qus $ n WORLDWIDE OFFICES CAN | 
| | "i - E D PROVIDE: 












formation and adm Ë : A www E 
of companie: ] A —' "T 

opening of bank ac j INTERNATIONAL 
te Itax/mail forvea PHONE CALLS 






















1092 Budapest Ra 
Tel.: 6-81, 





. on Prices 







World contact "e BAHAMAS $500 

| | © BELIZE $500 |« NIND 
Tat t 44181. 490: 5014 DELAWARE LEC o0: D LOWEST T YEAR 
Email: sales@ppsitd.com : M ONE — ES & ANNUAL F EES 


450 
www. ppsltd.com $ 


PEELS Madsen aud @ HUNGARY $1995 i GUARANTEED 


© IRELAND £225 
€ ISLE OF MAN £250 | For cone & dy 


T MER | CONDON GFFCE™ 
See a Sao A CHELSEA, LON LONDON, 

@ SEYCHELLES $350 
Other Jurisdictions & Offshore Eanks TEL: + 171 el 2274 


Available on Request FAX: + 171-873 9688 — 
LUXEMBOURG - EVELINE KARLS B. F E-mail: offshore@scfgroup. com 


Tet: +382 224 286 Fax: +382 224 287 
FINLAND - JENNY KOMPULAINEN FREEPHONE: 0800 262 856 
WWW. scigroup.com 


Fel: +358 9 6969 2569 Fax: +358 969692505 ME — 
HUNGARY - LASZLO KISS asc (con M. — EN 
mme us DUBLIN OFFICE — 
CHRISTODOULOS VASSILIADES AttameyatLaw 127-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 — 
E-mail: offshore@scfgroup.iol ie 





AS or ar FRE 7 
" brochure! - 
Languages spoken: English, 
. French, Russian, Bulgarian. 









($i 
ê D 
$! 
ê 
$ 
ê 


& 






Il SECOND 
PASSPORT 


FREE REPORT 


E Reveals The Insider Secrets of 
Visa Free Travel 






















k Tax Planning 


E i "Wei incorporate and provide management 
.— Semvices in all leading jurisdictions. 
Üffshore structures can cut taxes and offer 

significant asset protection. 


For further information, please contact 
INTERNATIONAL COMPANY 
SERVICES LIMITED 
ISLE OF MAN - DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsi.com 
GIBRALTAR - STEVE ROWLEY 
TEL: -- 350 76173 


FAX: + 350 70158 
E-Mail: gib@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 

Your headquarters may be anywhere in the FAX: + 852 2545 0550 





Alternate Citizenship 
Tax Free Living 


J For your FREE 16 page Report contact: 
; Seope International Ltd, Box No 6973 
Forestside House, Rowlands Castle, 
Hants, POS GEE, E agland, UK, 


Tel: +44 1705 631751 
Fax: +44 1705 631322 


“E-Mail: scopemail@compuserye.com 
dpinternet: http Zwww.britnet. co. uk/scope/ 






























Tei: 4357 2 473211 FAX:4357 2 463463 
SINGAPORE - DIANA BEAN 
Tel: +65 535 3382 Fax «655353391 - 
HONG KONG 
RAYMOND CHO! MBA MUA (Dip) 
Tel: +852 25220172 Fax: «852 2521" 190 
SHANGHAI - BART DEKKER Lim 
Tet: +86 21 6248 4355 Fax: +86 21 6248 1421 | Nicosia & Sofia 
SA WEST COAST - AICS itd B 
KEVINMIRECKI Meroe, AET 


Tel: +1 714 8543944 Fax: +1 7148566967 B. FIMO DRS ER Epes please 
For Immediate Service & our Free 110 [ig complete this coupon below: 
Page Colour Brochure Contact: & 
ISLE OF MAN - C W FORSTER _ 
OVERSEAS COMPANY - 















Other European Offices 
Athens, Budapest, Lisbon, Monaco, Moscow, 






U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
(LLCs) SET UP INSTANTLY IN 










DELAWARE, OR OTHER STATE, BY | 
PHONE, FAX or INTERNET 





Name 


















or Fax: +302.996.5818 


f USA - JERRY BAKERJIAN ~ BBA 
E-mail: inc. infoG delbusinc.com 


Internet: http://www.delbusinc.com i H i SEE M Ls 
. Delaware Business Incorporators,Inc. E-Mail: usa@ics! com 


3422 Old Capitol Trail, Dept. TE matte: : ; 
http: //www.ICSL.com 


— Wilmington, DE 19808-6192 


dm tnt SP. dank HM ME A HMM du. e AO. i Gm t i nir uo s mo ee cu] 


i REGISTRATION AGENTS LTD Address 

t USA or other country, No minimum capital E-Mail: hk@icsl.com PO Box 55, Ramsey, i E 

: requirements. No lawyers necessary Most ` ] (ER Isle of Man, Great Britain, IM99 4EE 

p Major corporations are incorporated in SOUTH AFRICA - ANIKA SAVONA E-mail economist&ocra.com 

{ Delaware. FREE Delaware Incorporation TEL: + 27 21 418 4237 TEL: 444 1624 815544 

: bern ne Edition) Registered agent, | FAX: + 27 21 418 2196 FAX: 444 1624 817080 aaa he REPRE 
f ;b; H : 

oa a mid nager i| P Mei icssa@iafricacom f [| onnon- mcuano coon, esc 

i ae ad E UK - M$ PEYMAN ZIA Tel: «44 171 355 1096 Fax: 444 171 493. «973 

p offshore agents wanted. VISA/MC/AMEX 

| — CALL ANYTIME Tel: 1.800.423.2993 TEL: + 44 171 493 4244 1509002 CERTIFICATED 

1 (toll free) or «302.996.5819 FAX: + 44 171 491 0605 a 

y Fax: 1.800.423.04523 (USA/Canada only) E-Mail: uk@icsl.com 

1 

i 

i. 

L 

L 





CHE ECONOMIST MARCH 2187 1998 


131 









M aane nnn 


OUTPUT, DEMAND AN D “BS Jap p an 7 GDP di ped b 0. 236 in the fourth quarter, le avi - | COM MODI TY PRICE 
it 0.2% lower than a year earlier. America's ndustrial output grew by only 0.1% in February: | BEEN Times are hard for America 
h in retail sales slowed to 4.5% in Britain in the | soyabean iho: Net of the cost of. the | 


































































































_ its 12-month growth slowed to 4.9%, Grow 
| year to February; in the year to January sales fell by2. 7% in Senay and 2.0% in Japan. ! beans, their revenue from selling soya oil E 
| & change at annual rate The Economist polt o. “Industrial .  Retailsales Unemployment | and meal has fallen below their break- | 
REESE : DP GBP forecasts ^.  pedudien (volume) %rate - | even point for the first time in a decade, to 
| 3 mthst 1 year 1997 1998. 3 mths? 1 year 1 year latest year ago | only 30 cents a bushel. Only last May, the | 
Australia + 18 36 Qi + [33 232. 23 2 43)q «40m 81r» 88 | crush margin reached $1 a bushel when | 
| sis — — m 1319€ «15 (15 O *45 «21m — -30 Nw 73m» 70 | Soyabean and meal prices were high. De- | 
|degum . 020 +2903 2608 0105. ee Ru. otan Dn M e d mand for soya oil is still strong, because. | 
pian,  . 105 6204 win t e s oue + 45 feb o 49 ræt 62 — | the El Nino drought has reduced supplies : 
(Eine ME oU pum iie em pr | ofpalen oil which scnuns fece ial 
| MÀ MM —— MÀ —À—ÀMMMMÀ Seen ener ETE E CE world trade | in edible vegetable oils. But | 
| ‘rance £31 43204 + 2.7 + 26 +76 + 7,3 Dec + 48 jan 12.1 an — 125 | 1 
uum le UN - aq 426 $26 Kate ae 122 7759 34€ pem 2 Ex B 71948 7853 a | soyam eal pri ces are falling, because de- | 
lay — OF «428 !4 +29 +28 439 423 an ăűćě oJ be 21 on 120 | mand for animal feed has fallen as a result | 
| aban — «07 - 02 04 «03 + 7 UE .96 .— 33 an -20 tn 3 Boum 43] | of the mild winter and Asia's economic | 
| tmheland yy 41 436 QC +33 *31 +93 +45 de — 350: — 45ra" 61 | slowdown.So crushers are increasingly re- 
spain OO € 37 + 36 04 - 35. 435. .* 10 45 m 0 m 203 00. 2719 | lyingon soya oil to make ends meet. 
| iwiredand +19 34 20 08 SIT 422 o a + 68 0x —*3| m — CAS Tee 57. | 1990-100 % change on 
| JnitedStates +39 +380 +28 «4 22 +46 + 49 Feb /— 4 32 a 4G Fb — 53 | Mar 10th — Mar 17th* one one 
ot seasonaly adjusted. "Average of latest 3 months compared with average of previous 3 months, at annual rate **Decfeb LO rate 6 6% Sep-Nov P oe MERCED ,.Uonth — year 
| New series. MELLE | ! | Dollar index 
| e e E M MM MM EE —ÀMMMMÀoÓoÀ L Ali items 98.9 1003 - 15 -146 
| PRICES AND WAGES In the year to February consumer-price inflation quickened to 3.4% | food 1167 1176. -182 -13 
- in Britain and 0.8% in France. British workers’ pay rose by 4.5% in the yeartoJanuary,areal | industrias ———— B ee 
| increase of 1.2%. In the same period, Japanese workers’ wages dropped by 0.5%, a fall of 2.3% | Al B34 85.3 +19 -182 
| after inflation. German workers pay rose by 0.8%, a cut iof: 0.5% in real terms. NaF 967 993+ 02 -189 
| | — Metals 75.3 768 +34 -176 | 
% change at annual rate JE the Economist poll | Sterling index — xU ME MEC i 
Consumer priest prices fc ,. Producer prices* Wages/earnings — | All items 107.7 (Brio 33 0382.3 
| d fed  — i21 057 - 63 -158 | 
i Industriais. i 
DAE o0 2808. neat oo ee 
Net O i054 — 1062  - 20 -228 | 
| Mea — 820 — 821 +10 -216 | 
; SDR index | 
| Alers — 999 — 1012 - 12 -128 — 
| iced 179 —. 186 —33 — $2 | 
industrials n ND S | BITE | 
Al  — 842 86.0 x 22 +162.. 
| iNet 508. 3032 € 0$ 19 
| Meus — 761. 775 » 36 -156 | 
T^ Me EM ORA EN | 
| $peroz 29485 294.158 =- 13 -155 | 
| Crude oil North Sea Brent 
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NETHERLANDS The Dutch ance 


has been oi one ie of the OECD s star don ied 
| $ Balance of payments 








3% a year, ligt h above pis OECD average 
and well above the average in the Euro- 
pean Union. In its latest country survey, 
the OECD forecasts even faster growth this 
year and next, with only a slight pick-up in 
inflation. Exports are booming thanks to 
. | wage restraint and a weaker currency. The ier prices: Unemployment 
-.- | Netherlands has also been successful at re- Wü o 
E ducing unemployment, in contrast with 
























| : t of. Continental  Eumope. But the 
^m y analat believe. Em ployment rates. 


n pain fully low, and many of those 





4. welfare re benefits tàther an. in ane 
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“| Switzerland 


A tei nd 


PR tere ERREUR 





E D - ! BAARN — - . - Dey ! 
^| STOCKMARKETS. Thirteen bourses in our table hit all-time highs in the week to March 


18th. Paris and Milan saw the biggest gains, each rising by 3.2%. Tokyo and Vienna were the 






rte mant 


3 - 146644 





_| MONEY AND INTEREST RATES 
ment bond continued to decline, 








only markets not to share in the euphoria. 
Share price indices — is E. 















v me men ameen annaa dea a clt mn e renna ee in inas 


" 
2,853.1 * 
6,062.1 a 
7,580.4 + 





% change on 


one 


2.3 +30.3 
20 -573 
14 «27.6 
14 * 26.6 


Interest rates % p.a. (Mar 18th 1998) 


. | 18th. With both Gp» growth and 

T _ Money supply* 

| - . % Fi8e on yearago over-  3-mth money market ~ banks 
| .... naow broad night “latest.  yearago prime 


stralia — 


PAM na 


PERPE LORI RIT A729 AH 











Trade balance*, $bn Current account , $bn Exchange rate Currency units per $ Currency units ——— Foreign reserves* $bn 

latest — latest 12 latest 12 mths trade-weighted! Mar 18th year ago perf perDM  perecu latest year ago 

month months Mar 18th. year ago TRE HINC 
Australia —  - aha. 6 16. — (3€. — x3 — qa "^ "Yus— wld. 2581 — 08 . 10d Doo ^w» 
Austria -16405  - 69 ^  - &0N» O O 1023 ~~ 1040 — 129 — 118 .  JiS 704 | 140 1938 Nw — 224 
Belgium — . .- 035 De + 109 4 105 Sap OT . 940 — 377 347] 30 |. 206 409 / 168 An — 172 
Britain —— - 233 de  -- 200 — + 74a — 15 063 06. 083. . ae 7 93 pee eeee 330 Nw 403 
Canada +123 De + 166 -122Q ^ ^ 833 Eo a C o ado m 2.3) O78 154  — — 207 an 207 
Denmark + 0.35 be + 37 — «* iioi "1038 i4 ^ góc "4 SENE 1164 — 381 75] m i451 
France + 232 0« + 298 Ne + 40.2 De —— 1048 1070 612 ENT 67 WB 335 d 665 309 De 268 
Germany + 462 an +705 - 42 1026 ^ ^ 1058 2l 183. 188. "300. | 189 768 de B16 — 
Italy —  « 184 D« — « 298 — 4 353 Nx 82 758 — | 1799 1685 3007 985 1955 522 un. 48 — 
Japan +879 m ^ «1008 — 970A 1194 ^ 13i (030 —— 23 ^ ^ 218 — 713 M2 — . 2204 un — 2160 
Netherlands + 1.15 Noó + 168 — ^» 23109; oo /—— 036 206  — 189 344 133 224 245 m 249 — 
Span ^ - 2000«  - 183 ^4 J5 ^ ^ 76.3 — —.]81 ^ 155 143 — 359 848 168 — 1.679 jan 610 - 
Sweden + 108 n + 169 + 67N« ^ 8&3 ^' 836 — — 7.96 NEN UM. NU I 865 ^ 146 00 220 
Switzerland ^ - 0.48 Jan + 03 ^ 420900 1069 1037 ^ i149 "' 145 2a os 16 ^ ^ 346. n | 7352 O 


record 


high 
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.World* . 10512: 7710517. 


bond yields 
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EE ^" - 94 x V? Ta, 
s 20 + 138 
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The yield on the ten-year Japanese benchmark govern- 
reaching a new low of just above 1.5% in the week to March 
prices stagnant, yields look set to stay exceptionally low. 





Eurocurrency 
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| pioneered privatisation in the 1980s, 
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the second largest on record. In 1997 Britain achieved its first annual current-account 













@ PRIVATISATION The global pri 
sation bandwagon continues to roll. 
1997 sales of state companies worldwide - 
reached $157 billion, 70% up on 1996's to- 
tal. Countries outside the oECD accounted - 
for $55 billion, up from $20 billion in 






slipped into eighth place in the OECD. | p i 





Per ire nage ite e arem t aec A im 


Global 


Annual average 
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to $45.6 billion, 











“WBAFRICAN PROSPECTS Mauritius is | 
|! the most competitive country in Africa, ac- | 


| cording to the Africa Competitiveness Re- 


|! port compiled by the World Economic Fo- | 


| rum. The competitiveness index is calc- 
| ulated as a weighted average of six indices 
|| that combine economic statistics and the 

| results ofa survey of African businessmen. 


| These measure, in turn, openness, govern- | 


ment, finance, labour, infrastructure and 


institutions. The scoring runs from minus- | 


| one (least competitive) to plus-one (most 
| competitive. The countries that scored 


| well—Mauritius, Tunisia and Botswana— | 


| are all export-oriented economies that 


| have long had. stable, well-run govern- | 


| men ts. They avoided the political and eco- 
| nomic chaos that has characterised much 
| of Africa forsolong. — | 


The Competitiveness. Report also in- |. 


| cludes indices of "improvement" and 
| *optimism". Businessmen were asked to 


| rate a variety of factors likely to affect eco- 


| nomic growth, comparing their estimates 
| for today, five years ago and two years 
| from now. Unsurprisingly, African coun- 
| tries that are strenuously reforming their 
| economic policies—i ncluding. Uganda, 


| Tanzania and X Mozambique-scored - 


| highly. But optimism appears to be grow- 
| ingacross Africa. On average, investors ex- 
| pect continued improvements in areas as 
. | diverse as tariffs, the rule of law and access 

|! tofinancing, . 
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FINANCIAL MARKETS Athens jumped by a total of 13% on March 16th and 17th after the | 
drachma was devalued in readiness to enter the European exchange-rate mechanism. The | 
market gained 14.6% in the week. Other notable movers in our table were Manila and Singa- 
pore, which saw gains of 4.4% and 4.3% respectively. 
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At Cemex, we're as committed to creating 

refuge for wildlife as we are to manufacturing 

cement for mankind. Since installing the first 

pollution control devices in our plants in 

1965, we've initiated environmental measures 

in all of our plants and their | KILOWATTS. | 
surrounding regions. Whether we're help- 

ing conservation projects to save rare 

species or creating green areas around 

our plants, we're dedicated to working in 


harmony with nature. You see, we're not 


Bet marng AND SOMETHING MORE PRECIOUS. 





cement, were building a better world. To 


learn more, visit our web site at 


WWW.Cemex.com. 
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More teamwork across borders and disciplines When companies enter complex new markets, they often 
require solutions made up of many parts — the kind J.P Morgan 
creates by integrating its worldwide capabilities to deliver more. 


More meshing of corporate advisory, foreign exchange, and 
capital raising skills to help growing firms in Russia, South 
Africa, Brazil, and other countries expand their markets and 
grow their businesses. / 


More first-hand knowledge of industries and locales, paired 
with leadership in both public and private debt underwriting, 
to help privatize power generation and other key infrastructure 
elements in Asia, Eastern Europe, and Latin America. 


More know-how in risk management, combined with our 
active trading presence in securities markets around the 
world, to help companies access attractive investment 
opportunities in emerging markets. 


These are just a few of the reasons why governments, 
institutions, corporations, and individuals turn to J.P Morgan. 
They know we've got the precision machinery, in every corner 
of the firm and every corner of the globe, to craft financial 
solutions that deliver more. 





www. jpmorgan.com 
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Monetary devolution 


Sig—You rightly show ("Europe 


grows apart", March 7th) that a. 


single monetary policy in Europe 
will affect each country different- 


ly, with varying degrees of suc- 


cess. Although each country will 
have a vote in the European Cen- 


tral Bank council, the mecha- 


nisms by which information 
about the status of the emu mem- 
bers’ economies will be transmit- 
ted has not yet been worked out. 
A partial solution would be to 
compile a report similar to the 
Federal Reserve's "beige P 


which is published roug every | 
six weeks. The beige-book infor- 


mation is gathered independent- 


ly by the 12 district banks, andthe. 


districts take turns writing a sum- 


mary section. The data come 


from banks, manufacturers, ser- 


vice companies and construc- - 


tion firms, and provide timely 


information that has not been fil- 


wen through layers. of govern- 
The reports denerally validate 
existing trends, but they are most 
useful in times of transition, 
helping the Federal Open Market 
Committee to determine precise- 
ly when to adjust the levers of 
America’s monetary policy. 
Keeping data analysis: at the 
national. centralbank ievel 
would ensure that thé apolitical, 
“ground-level”. representatives of 





.. the central banks have a-voice _ 
when it comes to decisions. al bout | 


uo S bee fiic y. 









~~ central d i Europe do not 


intend to lock themselves i in their 


: n beige 
present size if McDonald's had 







oduce reater public 
confidence inthe euro itself. 
Chicago : Rosser ALFORD 


Consumers and kings 







. vA uim net- 


work—wholesalers and retailers. 


The consumer is the customer of 
the last party in this network. 






the. channels of distribution, 
rather than manufacturers, are 
controlling the -> marketplace. 
Even big brands that create con- 
sumer demand through advertis- 


ing and promotion are vulnera- 


ble to the distributors’ own-label 
products. Consequently, the 
prime concern of manufacturers 
in becoming their own distribu- 
tors is to ensure that they have 
access to their consumers. 

. One of the most exciting 


. things in American business has 


been the creativity of manufac- 
turers in building new distribu- 


tion networks. The Avon lady cre-- 


ated one of the biggest global 
cosmetics houses. Would the fast- 
food market have grown to its 


not pioneered franchising? 
Would Body Shop be a house- 
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| hold brandif ifi it had elected to sell 


aditional retail outlets 





s- instead of creating its own retail 


network? | | 


The increasing consolidation . 
| of retailers and wholesalers 





makes ithard forsmall manufac- 
turers to compete, however. The 


consumer may be king, but how . 
can a manufacturer best serve — 
him if the courtier distribution — 
. Buying immortality 


networks control access to him? 
D.M. COHEN 








and not become "their own dis- 
tributors. But many of these firms 
still achieve success by develop- 
ing and maintaining outstand- 
ing distribution networks. Com- 
paq’s excellent relationship with 
its dealer network is a significant 
factor in its success. Caterpillar 
dealerships are still avidly sought 
and often remain in a family for 
generations. 


Melbourne — HowARD BELLIN 


t MÀ 


Sır—You err in saying that the (3 
phrase, "the customer is king", is 
. £o too cheaply, the government 


nearly 40 years old. Friedrich 
Hayek used "sovereignty of the 
consumer” as a section-heading 


in "Collectivist Economic Plan- | 


ning" in 1935. W.H. Hutt, a South 


African academic, pointed outin . 


a 1940 Economic Journal article, 
“The Concept of Consumers’ Sov- 


ereignty", that the phrase, “de 


klant is koning”, is a longstand- 
ing proverb i in High Dutch. © 
DUNCAN REEKIE 


Johannesburg ROGER SINCLAIR | 


—M— 


Sir—I was amused to read that 
Theodore Levitt, a professor at 
Harvard University, coined the 
management cliché, "the cus- 
tomer is king" In the 1920s, 
Thomas Bata, the Czech founder 
of the Bata shoe company, 
coined the slogan, “our customer 
is our master” (nas zakaznik, nas 
pan). The wording may be a little 


different, but the meaning is- 


surely the same. 
Toronto SONJA SINCLAIR 


SiR—For the past six months, my 
wife and I have failed to find any 
major supplier that is prepared 
to deliver and install add out- 


: Or 839 2968. 














E-MAIL : letters@economist.cor 


side the hours of nine to five, 

Monday to Friday. If I can pur- 
chase a pension 24 hours a day 
over the phone, surely it should. 
be possible to have a washing 
machine delivered and installed 

on a Saturday? 


New Malden, 
Surrey MICHAEL CHEETHAM 


PP i ee imei cinia MU 


Sir—The decision by Congress to 
rename Washington's National 
Airport after Ronald Reagan (Feb- 
ruary 7th) squanders a valuable 


. asset. Naming-rights to arenas 


and stadiums in America cur- 
rently sell for millions of dollars. 
This practice should be extended 
to substantial public works. 
Instead of attaching gratis the 
name of a celebrity or dignitary 
toairports, bridges and roads, the 
choice of name should be auc- 
tioned off to the highest bidder. 
Many wealthy individuals who | 
would not otherwise long be 
remembered might willingly use _ 


_ their money to buy a distinction ` 


uld easily last 50 or 100 





| y rs after their deaths. 


To guard against letting rights 


could establish a reserve on the 
selling price. If naming rights for 


all major public works sold at the 


same rate as those for sporting 


palaces—about 5% of construc- 
tion costs—this would raise bil- 


lions of dollars in revenues, all 
voluntarily contributed, and far 
more progressive than any tax. In 


a free market everything has a 


price—even immortality. 
Washington, DC DAviD Book 
Tuc NEITHER | 


Britain's makeover 


Srr—What a refreshing change of 
image for Britain. Tony Blair is 
right to emphasise “Cool Britan- 
nia” (March 14th), talk about 
British. enterprise and organise - 
summit lunches in skyscrapers | 
using young British chefs. The. 
power of positive thinking can 
make change happen. In France 
we look with longing at Mr Blairs: 
brand of social democracy, and | 
his efforts to communicate it. He 
gives us all hope. It seems The 
Economist has become rather 
“starchy”. Be cool. | 
Paris DENISE LARKING COSTE | 
ce EMEN i 








| OLcals di aaie 6S AS pai 





g 







Ey RETE 
| flaca jut gal AS dt Reson Saad coles eal! ME 
T. zeala elles! en, 













P Y YYA: à sll ue "i Has "m died hey T" ull ue aly ende dt 3 Spl : M ds d td i ; TS ur —— iss » 
s.s co emaik kfs-londonGPkomferry.com Mr. Metin Mitchell, KF Sélection, 252 Regent Street, IUE M 
 Rüpiws fselection, Com Io UY! aut ana LEAN S e Linie WIR nom 









"T SELECTION 


— A DIVISION OF KORN/FERRY INTERNATIONAL 






















LONDON 





860, 000 + + BENEFITS s 





sdemie Toc, inchiding a post 
company with revenues of € |5bn and profits before tax of graduate degree in Eco omics, you will have at least three: RE 
&5.2bn. It has formed a number. of alliances with tel years' experience in economics consulting, ina LIP. ET 


€ British Tclecom is a major international te télécoms ! @ With an excellent. acá 























companies internationally to position it for the liberalisation consulting, public or financial institution. Experience of. 

of the telecoms market globally. i telecoms, regulatory. affairs and anti-trust issues would be. 
advantageous. ^ : | 

€ A senior. economist is sought to join the Regulatory 8 a5 | 

Affairs Unit, a small team of specialist economists. You will € You will be highly ani sical with excellent » 

analyse the competition, market development and economic communication skills to establish creditability and consult 

issues lying behind competition policy. Other projects may both with members of the team and individuals across the 

include general economics of network industries and the organisation, | 


economics of strategy. There will also be regular contact "m on 
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Subsidiary 
|. The Vancity Regional 

- | Development Corporation 

| (ROO is a new subsidiary of 
} the Vancouver City Savings 
Credit Union, Canada’s 
largest credit union, located 
in beautiful Vancouver. . 
VanCity is well known for its 
innovation in services and 
technology in the 
banking/financial sector. 









Regional Development Corporation 
entrepreneurial passion and excellence. 










You have worked in merchant, development or. 
investment banking, or venture. capital management, 
particularly mid-market and small-cap financing 
initiatives. You: have. expertise. in the development, 
| evaluation and administration of investment programs 
_ and project finance, plus a demonstrated talent for 
. identifying and pursuing new and creative 
entrepreneurial opportunities, A. strong academic 
background i in Finance, Business or Economics i is 
preferred. 











































Three business divisions 
establish a unique grouping. 
of products and services: 
Lending and Investment, 


As CEO, you will build a small M rae 
professionals to fulfill the RDC's mission. Other key tasks 
|. willbe to cultivate senior- ‘level relationships and 
partnerships i in the financial commun ity, with the 






Market Development private sector, not- for-profit organizations, co-ops and all 
Services, and Civil and | - levels of. government, You will require excellent 
Cooperative Development. interpersonal, negotiation and motivational skills. 


"We seek and service new 

| markets and in the process, 
help build the regional 
economy. 


Please submit your curriculum. vitae i ín | 
confidence to: 

Karen Currie, Vice-President, Human 
Resources and the Environment ^ 
Vancouver City Savings: Credit Union. Po Box. 
2120, Station Terminal — . 

Vancouver, BC V6B 5R8 Fax (604) 877-8299 
email: parsonni Fanney com 























We thank ait candidates for their response, done 
- only. those selected for interviews will be contacted. 








The inar Am Giiean Development Bank, the 
largest regional. multilateral. development: institution, based in Washington, 
DC, is now. Tew candidates for the position of: 







. Social Development Specialist 
| (Municipal Development/Housing) 








1 Tc E 1 echnical leadership and expertise to project teams and country 
counterpa he. conceptualization, development, appraisal, implementation 
and evaluati f housing; urban or municipal development projects. 





















RINCIPA 'UNCTIONS: Work to ensure. Bank operations reflect sound | 
jnicipal/ ng development. policies and practices, including: a) sectoral 
analyses; _b) promote innovation in fi inancing of municipal investment; c) design 
policy reforms: and technical assistance: programs to effect institutional and policy 
4 changes; d) identify. research of analytical needs; e) policy dialogue with country 
"| governments; f) provid inical guidance in matters related to project 

=P implementation: 9) evaluate res of project. activities, policy reforms, and 

T institutional ranges: hr pr support on financial aspects of social service 
{ delivery: i | 





















Eur REQUIREMENTS: Edásidlori:] Máster: dodi or ——À Gidferabie in 
_ Urban Planning. . Public Finance geris Social oe or: rated fields. 


En _ Experience: Minimurr of Six year 








itu ial sianamon. E ei and 
guages: Ri oiy in Baisse and EDS. | 
shot 





Natural Resource Economist ISTRAL 
CSIRO Tropical Agriculture, Davies Laboratory | 






E: (ph: [61] 07-47538512; fax: [61] 07-47538600; or E-mail margaret.allan@tag.csiro.au). 


Australia’ s Future NIV 
CSIRO. 


CAUSTRALER 





















Townsville, Queensland, Australia 


| $48K - $65K PA Plus Allowances and Superannuation 
Indefinite Tenure | 


CSIRO: Tropical Agriculture conducts research for rural industries and the broader 
community of northern Australia. The Integrated Resource Use and Management Group of 
CSIRO Tropical Agriculture undertakes research to develop effective tools and strategies ` 
to support decision-making for the sustainable use and management of natural resources 
at policy, planning and enterprise levels in northern Australia. We are currently extending 
this work into the southern Gulf of Carpentaria and Kimberleys regions. 


We are seeking to appoint a highly motivated and innovative natural resource economist 
with well-developed conceptual and analyticel ability relating to natural resource policy 
evaluation and integrated and regional approaches to natural resource planning and 
management tojoin a multidisciplinary research team at our Townsville Laboratory. 


The successful appointee will have significant research experience and a record of 
high achievement in natural resource economics. Demonstrated expertise in natural 











| resource planning/management and policy analysis at catchment or regional level 
. would be highly desirable. 


For the Selection Criteria and a Duty Statement contact Mrs Margaret Allan (Townsville) 


For technical information contact Dr Andrew Johnson (Brisbane) (ph: [61] 07 -32140383; 
fax: [61] 07-32140328; or E-mail: andrew johnson@tag.csiro. aul. 

Your written application MUST address the Selection Criteria and include the names and — 
contact details (including: phone, fax numbers) of at least two professional referees. — 
Applications should be marked ‘Confidential’, quoting reference number TAg/TV98/1 and 
be forwarded to the Recruitment Officer, CSIRO. Tropical Pure Private Mail Bag, . 
Aitkenvale Sorting Offi ice, ‘Od 4n, Australia : ‘ese 


CSIRO IS AN EQUAL OPPORTUNI Y Ei " c 
e CAMEROON RESIDENT MISSION a 
FINANCIAL MANAGEMENT SPECIALIS : 


The World Bark is the leading international Institution in the field: of Econ 










WORLD BAN K 


_ Development for developing countries. The Bank is seeking nationals from its member |. 


countries to Strengthen its capacity to review financial aspects of projects in Cameroon, | 
Central African Republic, Chad, Congo, Equatorial Guinea, and Gabon. The ponen is 
located in Yaounde, Cameroon. = 


Under the overall supervision of the Chief of Mission, the Financial Management 
Specialist (FMS) will provide guidance and the best quality support. to Task Team F 
Leaders in financial management, accounting and auditing on all Bank lending 
operations. He will also monitor compliance with the project accounting. and auditing 
requirements. The post will entail frequent short trips within Cameroon, Central African. 
Republic, Chad, Congo, Equatorial Guinea, and Gabon ¢ às part of project monitoring 


The successful candidate will have the. follow ing. profi ile and qualifications: 
Professional accounting and auditing qualifications (CPA, ee Accountant, 
Expert compatable) or equivalent.; 
Graduate degree in finance, accounting, and/or corporate. management or : 
equivalent degree would be an added advantage. 
Seven years experience as a financial analyst, auditor or similar, 
Proven capacity for. leadership, excellent interpersonal and negotiation skills, 
strong analytical ability, good written and oral communication skills and: à 
capacity to lead discussions on complex technical and institutional matters. 
Fluency in written and spoken English and French is required. 
Faniiliarity with World Bank procedures or other United Nations Institutions 
is desirable. 2 


The Financial Management Specialist will be recruited as a High Level National Staff. 
Compensation package is on a local salary basis and very competitive. 
Send detailed resume in English or French before April 30, 1998 to: . 
The World Bank Resident Representative — — 
P.O. Box 1128 Yaounde-Cameroon. 
Fax: (237) 21-07-22 


F Mention i in the upper left corner of the envelope: 


Application Financial Management Specialist. 
Candidates will only be contacted if they are under serious consideration. 
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eduction: Progiamuie ( (NPRP) Social investinent' Fund (SIF) 
Mee ARTE Commission (NDPC) -— 





“| on behalf of the: 
| of SIF Executi 






3 > Africa, the Middle East, A | 

|| database of highly-capabl ndividuals i in suppot t 
| activities involving short- and long-term assignim 
| individuals with the following skills and app | 






Quallfcitióne: Masters 
or other relevant eee | 







- marketing, sales and distribution 
- organizational development | 
- business start-up and restructuring — 
- technical skills in production puce o 
and farminputs |. i: 
` private agricultural advisory: services anc 
- credit analysis and financial institutions 
j amportf npo na na aie 
















| a to the NDPC at the ho shown 
and reference list must be received by the NDPC 
. Replies will be sent only to candidates selected 











below by tail, ixi or An ail 
not later than 4:00 pm April 199 
for i interviews. — mre 
Please send all CVs to: 
Chalona, Steering Committee, NPRP/SIF 
National Development Planning Commission 



























| Y 
Hes coli couritries, and cellent communication skills Mail evi š with. 
all relevant details to: 5 | | » 
Land O' Lakes, Inc; E 5^ 
International Dec A Division. 




















Flagstaff House 
P.O. Box C633 (Cantonments) Po Dus dod a d | t 
Acra Ghana |. —— > — St. Paul, MN ssa . 
^ Fax: (233 21) 77 30 46 or 1 30 55 ju 
E-mail: cami 5 Fax: Vin 481- 2586 "e Tru 











Gio Rice RESEARCH Iso 








: Position Announcement . 
for Director for External. Relations | 


The International Rice Research: Institute: GRRD. 4s wai a Director for External Relations: IRRI, EERE by the Consultative: Goue o on 
E International Agricultural Research (CGIAR), is a nonprofit, autonomous organization engaged in research and raining. on rice-related technology. 





‘Recognizing the crucial need to mobilize 2 additional financial resources ina competitive environment, and to support research and institution building 
activities through partnership with national agricultural research systems (NARS), IRRI established a special offi ice. in 1997 to upon s and 
ps strengthen the Institute's external. relations. The Director being sought will lead this effort. : 


|. Asa member of IRRI's Senior Management Team, the Director for External Relations will be —" " the Director: Oehefal in the folk 

iP areas: D) developing and implementing resource mobilization strategies and plans aimed at significantly increasing donor support to IRRI's pr 

-| -and projects; 2) developing and marketing of IRRI's programs and projects to traditional donors and to new donors, particularly those in A ) 
reporting to donors on specific projects and on significant impact and achievements of the institute; 4) supporting the development of plans. and E 
strategies for more effective partnerships. with NARS and regional NARS x ings. and 5) enhancing the Institute’s public awareness activities, UB 
aimed to support the resource mobilization plans and strategies and to enrich IR s relationship with its host country nc other partner countries. 








“Applicants should have: 1)a PhDor equivalent in biological, ‘social, or communication sciences related to. agriculture; 2) demonstrated. ability t to: ep 

iden strategic vision in developing and implementing. partnerships with donors, national agricultural research systems (NARS), and other 

rtant IRRI stakeholders; 3) outstanding ability to communicate the Institute's programs and to negotiate external financial and in-kind suj po 1 

4) monstrated expertise in project design and op writing, 5) knowledge and commitment to quality assurance systems, 6) sig f 

experience and a successful track record of working with NARS, the private sector, and NGOs in me rice-growing countries; and % 
knowledge of the CGIAR and the international donor community. 


The position is located at IRRI's Los Baños headquarters in the Philippines. Salary and perquisites for the position are imémdlicaiy à competitive, nae! 
-IRRI offers children's educational allowances, medical insurance, and other attractive benefits. IRRI provides a gender-sensitive work - 
environment and bsc welcomes applications from women. Applications must include the candidate’ s curriculum vitae, an indication 
availability, and names (including fax or electronic mail address) of at least three references. M deadline is 10 May 1998. poe 

applications to: 















Dr. Robert D. Havener Tel: (63-2) 845 0563 
Interim Director General Fax: (63-2) 891 1292 " 
International Rice Research Institute E-mail: r.hav ener @cgnet com - 
a Manila 1099, Philippines Please: refer to code IR.DEROB | 
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E POLYTECHNIOUE: 4 11 
JXCRALE DE LAUSANNE C00 007 


SWISS FEDERAL INSTITUTE OF TECHNOLOGY, LAUSANNE 
(200 Professors, 4,500 students, 650 Ph. D. students) 
invites applications for the recently endowed Branco Weiss Chair 


Professor — 
for Entrepreneurship - 
and Innovation | 


The primary role of the Chair wiil be to teach and further the development of | 


methods for professional: enterprise and technology transfer. mx 


Applicants will have completed hi gher level university studies, preferably in 


engineering or science, and should have ‘extensive experience of 


technological enterprise. Success in founding and. developing new | 


companies would be a strong advantage (for. example in the fields of 


microtechnology, communication synem, computer science, bioengineering | 


or electrical engineering). 


Candidates should be committed. to working with and guiding young 
] entrepreneurs. and encouraging the. creation of. new companies and their 
| successful growth. The ability to. initiate and. implement projects with 
| financial experts, industrialists and scientists would be : an important strength. 


EPFL is a top technical university. with a strong. international orientation ` 
located near Lausanne on the shores of Lake Geneva. Further information | 


| about EPFL is available from our website; http: /hww di epfich. 


a > Starting dates will be fixed by mutual agreement. ‘Applications from w women T 
| nud are et “Applications. must be submitted before. 20 June 


| Professor Dr. J ohn c. Badoux, | 
President, Swiss Federal Institute of Technology, 
_ CE-Ecublens, CH-6015 Lausanne, Switzerland, 
Eum Fax No ++41 21 693 70 84. 


Cargil "Techni -al Services Limited 
SOCIAL DEVELOPMENT CONSULTANTS 


Cargill Techiticad Services ( CTS) i isa worldwide consultancy company in agricultural, 
rural, natural resource and agribusiness: development, CTS has a growing portfolio of 
| projects in Central and. Eastern Europe and the former Soviet Union, funded by 
d | as DEID, PHARE, TACIS; onn ip in aids Bank and World ins 


king team dise alid: d Mak fates term comsultaiite with proven track 
suitable academic. qualifications to fulfil positions on existing and 
projects in the following fields: 


ere analysis and policy development 
community m 
e Mal deseo liaison - | 


y assess X social implications of agricultural 
ities and to design. programmes and policies to 


‘alleviate anemp oy ent and. ensure the. continued provision of rural utilities and | 
tele sete eo al social services and other. community activities. It is expected that | 


d be. provided. by a mix of local. Government, the private sector 
sup d 


d by NGO Diplomacy, negotiating skills and the | 


Tni tinis rural communities are essential. 


| Candidates must have at least 


| INDUSTRY CON SULTAN TS 


The Mekong Project Development Facility (MPDE). assists the 
development of private sector companies in Vietnam, Lao PDR and. 
Cambodia. The Facility is managed by the International Finance 
Corporation (IFC), the private sector arm of the World Bank, and is 


funded by a number of donor agencies. The Facility assists small 


and medium-sized businesses in the region develop business plans 
and raise financing. In so doing, the MPDF frequently requires |. 
outside industry- -specific technical expertise, on short-term 
assignments, to assist in the project design and development. We are 
currently developing a database of technical consultants based in 
SOUTHEAST ASIA, and request that individuals or firms with 
experience in the following sectors apply: 
Agriculture and Agribusiness 
. Manufacturing | 
Textiles, Garment and Footwear 
^ Fisheries — 
~ Fish &. Food-Processing 


* ` Construction 
Individuals should have a formal degree followed by at least 10 to | 


15 years of business experience acquired in the private sector in the 
related industry, with demonstrated knowledge of and experience in 


 technology/technical parameters, markets and products, cost | 
| structures and industry norms and profit margins. | 


Interested parties should send. their CVs and fee rates either by 
email at doug@hcm.vnn.vn. or fax to MPDF, Ho Chi 
Minh City, Vietnam at the fax number: 84-8- -823 5271. 


Revised EMAIL ADDRESS from 21st March 1998 advertisement * 


PROJECT MANAG ERS 


Central and SE Asia, > 
Latin America and the Caribbean - 


We are an international ‘consulting | company | | 
currently seeking to fil a number of. project | 
MARREN positions in the following areas: SN uM 


Macroeconomic Policy and Modelling (ref: mpm) | | | 
Economic Integration. (ref: eim : 
Finance and Privatisation (ref: fap) 


15. years 
experience, 5 years of which should be as project. : 


| leader on overseas assignments; strong economics 
including quantitative analysis and modelling 


skills and a proven track record of providing policy 
advice at the highest level of government. Fluency 
in Russian, Spanish or French would be an 


| advantage. 


Please send CVs to: 


Box 4079, The Economist 
25 St James's Street 
London, SW1A 1HG 
or fax to: *44-171 735 1060 
eue 1 the ? appropriate ciun 
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Candidates hal 


B! P “Responsibilities will. include: 1 
! e Good coram 


<.. *. Collation and analysis of - 
> both qualitative and 
quantitative data — 
* Liaison with senior — 
x management, internationally 
* Consultancy presentations 
to clients — | 











* backround skills: Eng h ad 
Furopean languages ae of | 
.. equal importance — 





: This is an excellent Sepadan to join a navies omahan 
i which can offer genuine and rapid promotional prospects. 

| | Salary will reflect experience and ability. 

Sa In the first instance, please forward your CV and covering letter 
i to the Directors at idl ore Consultants. | 


29, THROGMORTON STREET, LONDON ECIN 2AT 


| WINROCK INT ERNATIONAL INSTITUTE FOR 
AGRICULTURAL DEVELOPMEN T 
Morrilton, Arkansas 


| PRESIDENT AND CHIEF EXECUTIVE OFFICER 





Winrock International is a private —M! organization headquartered at Petit Jean 

] Mountain near Morrilton, Arkansas with offices in. Arlington, Virginia and field offices in 

| China, the Philippines, Brazi! and India. The Institute is a well-respected leader in 
providing training and technical assistance to promote increased agricutural productivity 

{| and rural development in order to further its mission fo reduce hunger and poverty | 


worldwide. Winrock helps develop the people, policies and institutions required to alleviate | 
poverty and promote rural development. Over 130. No M are Widerway in 40 developing i. 


^i] countries and the United States. 


E We seek a leader with strong management and communications s skills who: has a record of f 


ij accomplishment, respect and recognition in the international development field. The | 

of President will have the capacity to lead by articulating a clear vision that will motivate and 

^ E inspire the staff, the Board and constituencies around the world. Experience in managing 

- |] agricultural, natural resources and rural development programs, including renewable 
zt energy, women's programs and human resource development, in developing countries is 


: preferred. Our new President will have a successful track record in raising funds directly 

1 from foundations, corporations and individual donors. 

] An advanced degree, preferably in areas related to international development i is preferred. 
A willingness to travel extensively genes isana ami staff in 40 SPEDE IAS 
countries is essential, Ld 


SALARY AND BENEFITS 
“| The annual salary range will be commensurate with qualifications and experience. 
= ; Excellent benefits include life, medical, dental, vision and disability insurance, retirement, 
c vacation and sick leave, and other standard Winrock Intemational benefits. 


-..] APPLICATION AND INQUIRIES 
. j| All applications must be recieved by May 15, 1998, iuda should be sent to: 


Ms, Mary Tydings 

Winrock International Presidential Search 
Russell Reynolds Associates, Inc. 

1700 Pennsylvania Avenue, NW, Suite 856 
Washington, DC 20006-4704 


WINROCK IS AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER. 
WOMEN, MINORITIES, DISABLED PERSONS AND VETERANS ARE 
ENCOURAGED TO APPLY. 
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-| (BEDIA) will. b 
T independent Bo. 
| of Commerce ar 


remi nvestc 
- | development. 






| behaviour under pressure; excellent analytical. 


package, including a housing allowance, contributo ory. 








BOTSWANA AE aom DE 














BEDIA is seeking. the services of a highly qualified id 
CEA. individual. to be c CEO wi the > Chief Executive 




















to ady achieve i piae 
effectiveness. He/She will be responsible to 
day-to-day affairs of the Authority, The C 
to the Board of Directors of BEDIA and wil 3 
establish a good working relationship with the Board. | 



























The candidate should. have a relevant university | 
education and possess at least fifteen years of pertinent 

senior management experience in export and investment - 
promotion and have. successfully occupied a CEO. 
position in a similar type of organisation. More |. 
specifically, the incumbent should. have proven. superior | . 
general management - skills incorporating. leadership, 

planning, communications, direction, motivation, _ 
monitoring and control. He/She. should. have excellent. 
judgement and the ability to- maintain consistency of 


coupled with equally good presentation skills; $ tronc 
interpersonal skills and confidence to delegate to ot re 


The BEDIA will offer a ‘compatitive salary and. bene tsi 


medical scheme, motor. vehicle advance scheme, leave | - 
allowance and, for expatriate recruitment, education 
allowance and gratuity upon completion of the term of |. - 
appointment. The initial term of appointment to be E 
negotiated, may be. renewed. 


Applications, including a Curriculum Vitae and the | d 
names of three referees, should be sent by April 15, | 
1998 to: 


Chairman of the Board of BEDIA 

co Ms T. C. Moremi, Permanent Secretary 
Ministry of Commerce and Industry 
Government 4 Botswana 





Graduate School of 
Business Administration 
University of Virginia 


i9? THE EXECUTIVE PROGRAM 
| June 1-July 10, 1998 































A challenging senior-level management development 

'erience based on participant-centered learning and built 

| en a foundation comprised of the following three fundamen- 

{tal elements: 

|° A highly integrated curriculum—the curriculum is specifi- 

cally designed by the faculty to be both comprehensive and 

highly integrated in keeping with an enterprise perspective, 

while taking full advantage cf the diversity inherent in the 

J international participant base (reaching 50% in 1997). 

* Team-oriented learning-—participants are formed into 

I small groups that develop into learning teams which provide 

_fa forum where participants benefit from the diversity of 
experiences, perspectives, and abilities of other team 

members, 

* Total faculty commitment—Darden faculty members are 

involved throughout the year in the program design and 

planning. process. They are involved in every aspect of the 

program and are present during the entire six weeks. In 

addition to conducting ' classroom sessions, they join with 

participants for simulation exercises, special presentations, 

- | guest speaker activities, social events, and action-learning 

_ [ experiences. 








Yes! Send me more info 





Foundation.» University o: 





g MANAGING CRITICAL RESOURCES 
May 4—15, 1998 * July 13-24, 1998 » 
October 12-23, 1998 


An intensive decision-oriented general management program 

in which participants: 

* Learn to develop the integrative. perspective of general | | 
management through comprehensive case studies r requiring I 
examination, understanding, and reconciliation of operating 
issues. 

* Enhance their capacities for examining and acting upon 
organizational issues and for influencing others to change. 

* Strengthen their abilities to work effectively in teams, — 
analyze complex business decisions, and develop realistic - 
plans. 


vvvvxvevws 


C3 Darden also offers other programs in the areas of 
General Management, Leadership and Organizational 
Change, Marketing and Sales, Finance, and Operations. 
Please check here for a brochure with a complete listing. 





ini ormation, Check the T box(es) and fax/mail to: Executive Education + The Darden School 
‘ginia + PO. Box 6550 * Charlottesville, VA 22906-6550. Phone: 804-924-3000 « Fax: 804-982-2833 « 
Email: Darden: _Exed@Virg irginia, adi Home Page: http://www. darden. virginia.edu/execed/ 





- choose your payment method and post to: The Economist Intelligence Uni 
`: (852) 2802 7288/2585 3888, fax on (852) 2802 7638/7720 or by e-mail: hongkon 





Asin 

£3 Australia 

C) Bangladesh 

L] Cambodia, Laos 

C1 China, Mongolia 
C1 Hong Kong, Macau 





Africa 

EJ Angola 

L3 Botswaria, Lesotho 

LJ Cameroon, CAR, Chad 

L3 Congo (Brazzaville), 
Sáo Tomé & Principe, 
Guinea-Bissau, Cape Verde 

C1 Câte d'Ivoire, Mali 

CJ Ethiopia, Eritrea, Somalia, 
Djibouti 


C3 Guinea, Sierra Leone, 
Liberia 

C] Kenya 

L3 Mauritius, Madagascar, 
Seychelles 


{3 Mozambique, Malawi 

C3 Namibia, Swaziland 

LI Niger, Burkina Faso 

. £3 Nigeria 

CI Senegal, The Gambia, 
Mauritania 

Ci South Africa 

C3 Tanzania, Comoros 

L3 Togo, Benin 

C3 Uganda, Rwanda, Burundi 

£3 Zambia, Democratic. 
Republic of Congo 

Li Zimbabwe 


The Economist Intelligence Unit Limited, 15 Regent Street, London SWIY 4LR, UK. Registered in England and Wales No. 1762617. Registered Office: 25 St j 
ASIA/RG/B2/HK/ECONOI 






Ci india, Nepal 

L] indonesia 

{J Japan 

C] Malaysia, Brunei 
Ci Myanmar (Burma) 
C) New Zealand 


Antilles, Aruba, 
Tutks & Caicos Islands, 
Cayman Islands, 
British Virgin Islands 

[1 Bolivia 

t3 Brazil 

CI Chile 

L3 Colombia 

C] Costa Rica 

LJ Cuba, Dominican 
Republic, Haiti, Puerto Rico 

[3 Ecuador 

C] Guatemala, El Salvador 

CI Jamaica, Belize, Windward 
and Leeward Islands 

C] Mexico 

C] Nicaragua, Honduras 

[C] Panama 


LJ Peru 
CJ Trinidad and Tobago, 
Guyana, Suriname 


C] Uruguay, Paraguay 
Lj Venezuela 


Middle East 
& North Africa 
[3 Algeria 

D Bahrain, Qatar 
C2 Egypt 


[J Pacific islands: Fiji, 








FREE Country Report subscription 


As a special introduction to Country Reports you can take 
advantage of a unique offer: order two or more Country Reports 
before April 30th 1998, and you will receive one Country Report 


subscription of your choice free. 


.. Order your annual s 





C Singapore 













New Caledonia, Samoa, fJ South Korea, North Korea 
Solomon Islands, Tonga, - 
D Sri Lanka 
Vanuatu, Other C Taiwan 
C] Pakistan, Afghanistan idis 
CJ. Papua New Guinea Ci Thailand 
L] Philippines {J Vietnam 
L3 Iran L1 Estonia 
5 Iraq L3 European Union 
C) Israel, The Occupied C1 Finland 
Territories D France 
(3 Jordan CJ Georgia, Armenia 
LJ Kuwait Ci Germany 
(I Lebanon C Greece 
[5 Libya Lj Hungary 
Es Med Ch ireland 
H sur . CT ttaly 
z = C1 Kyrgyz Republic, Tajikistan 
=a. (3 Latvia, 
ais F1 Lithuania 
Ci United Arab Emirates T lon; 
E Yemen = ; xionia 
CI Netherlands 
rth Araeri L3 Norway 
C Canada £s L3 Poland 
CJ Portugal 
a Li Romania 
Europe & the Ci Russia 
former Soviet Union (3 Slovakia 
[3 Albania C Slovenia 
C] Austria L3 Spain 
(3 Azerbaijan CJ Sweden 
Cy Belarus, Moldova D Switzerland 
L7 Belgium, Luxembourg Q Turkey — 
C] Bosnia and Hercegovina — [2 Turkmenistan 
CJ Bulgaria (3 Ukraine 
( Croatia L3 United Kingdom 
C1 Cyprus, Malta C istan 
Ci Czech Republic L3 Yugoslavia 
Ci Denmark, Iceland (Serbia-Montenegro) 





Personal details 
Please attach your business card or 
complete the following. 


(Dr/Mr/Mrs/Ms) Initials: 


Surname: 


+ 
“Arete reviewer eeen ——— — title 


Job title: 


Nature of business: n 


———————————————————————— RR 


Payment method 


Price per subscription is US$405 less 10% 
discount for orders of US$2,000 or more. 
Higher discounts apply for bulk orders; 
please call for details. 


(_] Please proforma invoice me 
(Reports will be sent on receipt of payment) 


ames's Street, London SWIA HC 





To order your Country Reports by post, simply tick where indicated (remember to select one free Country Report when you order two ot more Reports), complete your personal details, 
t, 25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong. Alternatively, you can order by telephone on 
g&eiucom http://www.elu.com . 


LJ I enclose a cheque for US$ 


{payable to The Economist Group (Asia/Pacific) Ld} m 


LI Lam paying by telegraphic transfer tor 7 
Chase Manhattan Bank N.A,G/F 
Alexandra House, Des Voeux Road, 
Central, Hong Kong. 

AJC No. 68-39-05838-2. AAC Name: 
The Economist Group 
(Asia/Pacific) Limited. 

Please enclose a copy of your telegraphic 
transfer instruction) 


Li Please charge US$ to my |: 
American Express C] MasterCard CI Visa. Li 








Account No, 


Signature: 


M nmm m nim aar ri fie tert nim nnm rama 








Card expiry date 


mailings from other companies. 
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The strange rage of Boris Yeltsin 


VEN as Kremlin upheavals go, this week’s 
events are difficult to read. Having 
sacked his entire government, is Russia’s pres- 
ident, Boris Yeltsin, now weaker or stronger? 
And why did he do it? Who is really calling 
the shots? Will the next prime minister, when 
he emerges, be a powerful political player in 
his own right, or a mere patsy for one of the 
powerful business cliques that vie to run Rus- 
sia? Who will now be best placed to make a 
bid for Mr Yeltsin’s job in 2000, assuming he 
lives out his term of office? Above all, will this 
latest shake-up do Russia any good? 

Answers to most of these questions can- 
not yet be given with certainty (see pages 19- 
21). But the sad answer to the last one is: probably not. Like a 
groggy but bloody-minded boxer swaying on his feet, Mr Yelt- 
sin has succeeded in rocking Russia and the world with a sud- 
den flurry of desperate punches—but with little sense of 
where he is aiming. Worse for Russia, there is no obvious 
champion poised to climb into the ring, don his gloves and 
fight on for reform. With Mr Yeltsin, health permitting, deter- 
mined to hang on to his tarnished presidential title for an- 
other two years, these are time-wasting and worrying days. 

This is, of course, not the first time that Mr Yeltsin has 
found himself almost on the ropes. And a more hopeful set of 
possibilities may yet emerge. The flooring of his whole gov- 
ernment may come to be seen as a clever way of fending off 
the Duma, dominated as it is by Communists and quasi-fas- 
cists, as it was readying itself for a show-down with the ailing 
forces of change. Some promising, reform-minded new min- 
isters may duly step up, along with a prime minister far more 
persuasive, energetic and daring than the grey, stodgy Viktor 
Chernomyrdin, the gas-rich apparatchik who has just been 
bundled out of office. Two undoubted reformers, Boris Nem- 
tsov and Grigory Yavlinsky, plus a brace of regional gover- 
nors, have been mooted as candidates to lead a new govern- 
ment. Perhaps Sergei Kiriyenko, the bespectacled political 
novice whom Mr Yeltsin catapulted from the energy ministry 
into Mr Chernomyrdin's seat as a stop-gap, might prove a 
tough and adept promoter of reform. 

Besides, the latest economic indicators are not bad. Russia 
has ridden out the East Asian financial crisis quite well so far. 
Wage arrears, though still too large, are far smaller than they 
were a year ago. The rouble is steady, inflation is under con- 
trol and foreign investment is up. Nine years of economic 
shrinkage have been followed by growth, albeit minimal. 
This year the economy, not counting its burgeoning “black” 
side, could grow by as much as 3%, say the optimists. More 
Russians, not just the greedy new rich, may at last begin to feel 
better off. The new Duma that is to be elected at the end of 
1999 might turn out to be less obstructive than the present 
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one. And in 2000, Russians might pick, as 
their new president, a liberal-minded re- 
former after all. 

But this is Russia, and this week's events 
may herald a much bleaker scenario. It may 
take weeks of grinding, legislation-blocking 
negotiation before a new government is in 
place. The Duma can reject three prime min- 
isters in a row before a general election has to 
follow. It may well rebuff any candidate Mr 
Yeltsin proposes who is likely to run far or fast 
with reform. If uncertainty hits tax collection, 
the IMF may delay new loans. Foreign invest- 
ment may dry up. Capital may flee the coun- 
try once more. The Communists and their 
chauvinistic allies may outmanoeuvre the reformers. If Gen- 
nady Zyuganov, the dreary has-been who now tops the opin- 
ion polls, were to be replaced as Communist boss by a more 
spirited alternative, the chances of an anti-reform coalition 
taking over at the next election would soar. Russia might then 
slither swiftly backwards towards xenophobic trouble-mak- 
ing and economic squalor, its new-found freedoms stifled. 


Meanwhile, Latin America, circa 1980, beckons 
Between these best and worst scenarios for Russia, following 
the latest Yeltsin-induced dramas, lies a third less-than-uplift- 
ing prospect: that of a crony capitalism of the sort that Latin 
America has fought hard to shed these past 20 years, in which 
Russia’s rough-hewn democracy comes and goes, while clus- 
ters of law-despising monied interests (perhaps—heaven for- 
bid, especially in Russia—backed by men with beetle brows 
and gold epaulettes) call the shots behind the scenes. Many 
Russian politicians are already far too beholden to coteries of 
scheming tycoons, who, thanks partly to the coarse system of 
privatisation used a few years ago, have been the biggest bene- 
ficiaries of Russia’s chaotic switch to the market. Mr Yeltsin’s 
sack-the-government tactics smack ofa deal provoked by such 
shadowy figures, who do not want Russia’s new capitalists to 
be held accountable for their actions or their deals to be made 
transparent. 

It was often said that enlightened self-interest would push 
Russia’s robber barons, like their American counterparts in 
the last century, into seeing the merits of a properly enforce- 
able legal framework to regulate both business and politics. 
To date, this hopeful comparison has fallen down because 
Russians lack that heritage of civic faith that tinged the mind 
of even the most rapacious of America’s tycoons. 

That is where the president should come in. Russia’s insti- 
tutions being worryingly weak and the powers of its presi- 
dent frighteningly strong, it is vital that the man in charge is 
beholden to neither demagogues nor billionaires. He also 
needs the words and the vision to explain to an increasingly 
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cynical electorate what lies beyond this decade of dreadful 
post-communist trauma. Unfortunately, as age, vodka and 
the wooziness of barely diluted power get the better of him, 
Mr Yeltsin is utterly failing to do this part of his job. It would 
still be best, on balance, ifhe sees out his term of office, for fear 


of what might otherwise all too easily follow. But Mr Yeltsin 
risks becoming a tragic figure. Once a Titan, rightly lauded for 
helping to pull down one of the world’s most evil regimes, he 
now seems to lurch, disaster-prone, from one fit of bad tem- 
per to the next. Poor Russia. 





From Beveridge to Blair 


Labour has produced some welcome ideas for welfare reform, but has 
dropped its main goal: to save money, in order to spend it elsewhere 


N PARIS this week, Tony Blair received a standing ovation 

from the French national assembly after outlining his vi- 
sion of a “third way” between old-style socialism and unfet- 
tered capitalism. Two days later, his government unveiled its 
blueprint for reform of the welfare state. If ever there was a test 
of “third way" politics, this is it—and by Mr Blair's own ac- 
count, welfare reform will be the acid test of his administra- 
tion. The all-pervading British welfare state, inspired by the 
wartime visions of Sir William Beveridge, is in sore need of 
reform. Indeed, Mr Blair's proclaimed desire has been not 
only to reshape welfare but also to cut spending on it, in order 
to finance a big investment in health and education. 

Thus, last week the chancellor unveiled a budget designed 
to move people off welfare and into work. And on March 26th 
the government published its consultative document, the 
"New Contract for Welfare", devised by Frank Field, the min- 
ister for welfare reform. The Field green paper contains many 
good things, particularly in its notions for encouraging work 
and discouraging welfare dependency. But judged by the 
standards the government has set itself—“to think the un- 
thinkable"—it is disappointingly conventional. This docu- 
ment has patently dropped the ambition to have as revolu- 
tionary a rethink as Beveridge—a rethink which Mr Field 
favoured, but on which he has not got his way. Most impor- 
tant of all, it fails on Mr Blairs own terms: it does not seri- 
ously address the British welfare state’s rising costs. So the in- 
escapable conclusion is that either Mr Blair will have to trim 
back his ambitions for health and education, or he thinks he 
can find the money another way. 


Tough choices avoided 


Mr Blair's critics have pointed out that moving people off wel- 
fare and into work is likely to cost more in the short term. This 
is true. But in the long term, reducing welfare dependency 
must mean that more people provide for themselves rather 
than depending on the state; so costs should fall. Mr Field’s 
green paper does say that more “welfare” (which includes 
pensions) should be provided by the private sector. But it also 
says that it expects the state to keep picking up the same pro- 
portion of a rising bill. 

In some areas, Mr Field has shown courage on costs. The 
bill for benefits to the disabled has quadrupled in real terms 
in the past 20 years. As Mr Blair has pointed out, something 
fishy is clearly going on. But cutting benefits aimed at the dis- 
abled is politically tricky. Undeterred, Mr Field proposes to 
reform disability benefits so that people who are only par- 
tially disabled will be expected to do at least some work; and 
he will review other forms of disability benefit. Also, he will 
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shortly unveil new measures to clamp down on benefit fraud. 

Overall, however, the government is playing down the is- 
sue of cost. Mr Field proposes 25 ways to measure the success 
of welfare reform. Yet many of these are vague, only two relate 
to savings and none is quantified. Unfortunately, this is part 
of a pattern. Since Labour's backbench revolt over last au- 
tumn’s cuts in lone-parent benefits, the government has 
shown a propensity to hand out more money, helped by its 
bulging coffers amid an economic boom: more for families, 
pensioners, disabled people and child care. 

This is alarming. In the past, almost every new social pro- 
gramme has grown faster than policymakers expected. New 
spending in some areas, such as the government's welfare-to- 
work programme, may well be justified. But that only in- 
creases the need to make tough choices elsewhere. 

For example, on pensions, a government determined to 
encourage savings would set its face against increasing the 
means-tested top-ups for people with no savings of their own. 
Anda truly radical government should be thinking about try- 
ing to remove the state from pensions provision altogether, 
by privatising the basic state pension, as Chile has already 
done. Although the transition to such a scheme would be ex- 
pensive, it would in the long run tackle a third ofthe total cost 
of the social security budget, encourage people to put extra 
savings of their own into their pension schemes—and reduce 
their reliance on the goodwill of younger taxpayers. As it is, 
the government seems hesitant even to privatise the earnings- 
related element of the state pension. 

The details ofthe government's pension proposals are, ad- 
mittedly, still being mulled over by civil servants. And it is 
still possible that the final plan may defer the mooted in- 
crease in means-tested pensions. But the government's ac- 
tions so far have scarcely shown it to be the friend of private 
provision of pensions. Last year, it abruptly withdrew a £5 
billion ($8 billion) tax-break for pension funds. 

There may be more reforms on the way. But what is clear is 
that Mr Field's work has been severely constrained. This is a 
pity. His principles—encouraging work and private provi- 
sion—are laudable. He is keen to experiment. But political 
sensitivities appear to have blocked his most ambitious ideas. 

The worry is that so far, the government has shown itself 
better at expanding welfare than reforming it. The welfare to 
Work scheme is untested. And some policies, such as a mas- 
sive increase in state-Funded child-care for the working poor, 
will raise costs while introducing new benefits traps. The dan- 
ger is that historians may record this year as the birth not of a 
better welfare system, but just of a more expensive one. 
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Down with Glass-Steagall 


Another effort to overhaul America’s system of financial regulation is 


about to fail. This is a pity 


T IS rare for America’s two most powerful economic policy- 
makers to disagree about anything important. But Alan 
Greenspan and Robert Rubin are on opposite sides over the 
financial-reform bill due to be voted on next week in the 
House of Representatives. Passage of the bill would remove 
many of the legal barriers that separate commercial banking 
from investment banking and insurance. This would be “an 
historic achievement”, according to Mr Greenspan, the chair- 
man of the Federal Reserve. But Mr Rubin, the treasury secre- 
tary, thinks otherwise and opposes the measure. Congress has 
had no fewer than ten opportunities to enact a financial re- 
form of this kind in recent years, and has turned its back on 
every one. It is safe to assume that Mr Rubin will get his way. 
But it is Mr Greenspan who is in the right. 


Doomed to fail 


The principle of reform is no longer controversial. Every- 
body—including Messrs Rubin and Greenspan, most of Con- 
gress, and the bosses of most American financial firms— 
agrees that the country’s financial regulations, crafted in the 
depths of the depressed 1930s, need bringing up to date. In 
particular, the Glass-Steagall act of 1933, which bans banks 
from trading securities, underwriting insurance or owning 
shares in non-financial companies, has long been recognised 
as a cause of inefficiency that prevents financial firms provid- 
ing the full range of products wanted by their customers. In 
principle, almost everybody wants a level playing-field, with 
financial firms regulated according to the markets in which 
they operate, and free to sell whatever products they choose. 
The trouble is, rather than simply pressing for liberalisa- 
tion, banks, securities houses and insurers have been playing 
politics. They have sought maximum access to areas of busi- 
ness from which they are at present excluded—but at the same 
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time have resisted efforts to expose their own protected busi- 
ness to new competiticn. The result has been stalemate. 

The latest bill is by no means free of pork-barrelling. Un- 
der its terms, banks would find it difficult to underwrite in- 
surance. Arbitrary restrictions would be placed on the 
amount of securities trading they could do. There is a lack of 
clarity over which regulators would have responsibility for 
which products. It is a flawed measure, no doubt. The ques- 
tion is, would this bill, warts and all, be better than none? Mr 
Rubin and some influential bankers would rather try again 
next year. After all, they say, many of the worst elements of the 
Glass-Steagall act have been disabled by the courts or by regu- 
lators such as the Federal Reserve reinterpreting what com- 
mercial banks are allowed to do. This has enabled American 
financial institutions to stay competitive in a rapidly evolv- 
ing global market. 

Even so, the House should back the bill. The fading of 
Glass-Steagall has allowed financial firms to do more, but 
does not encourage them to do it well. Effort is wasted on 
coming up with creative ways round the rules. And, as Mr 
Greenspan says, the bill would remove “obsolete barriers" 
that "constrain the competitiveness" of America's financial 
system—barriers that have not yielded to piecemeal reform. 
In particular, investment banks would be able to enter com- 
mercial banking. That would enable American institutions to 
engage more effectively in world markets and, by spurring 
competition, would give consumers and corporate customers 
a better service at less cost. 

To suppose that a better bill can be passed next year is, in 
all likelihood, wishful thinking. Voting for the current bill 
would give reform momentum. The Senate can fix its flaws. 
Killing it will only strengthen the view that comprehensive 
modernisation of America's financial system is impossible. 





At last, a market for energy 


The global energy business is changing faster than OPEC and some 


rich-country governments would like 


HEN oil prices fell last weekend to their lowest in real 

terms for 25 years, the mortal remains of OPEC stirred. 
In the culmination ofa series of secret meetings, Saudi Arabia 
persuaded Venezuela (the cartel's main over-supplier) to join 
it in reducing output; Mexico, another big producer though 
not a member ofthe organisation, decided to go along as well. 
The result? The benchmark price went up from $12 a barrel to 
a little over $14—recovering about a third ofthe fall from $19a 
barrel that happened after the organisation let production 
rise last November. Oil producers congratulated themselves 
on this puny victory: OPEC, they believed, had saved the day. 
The modesty of the cartel’s ambitions is almost touching: so 
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much fora force that once seemed likely to shift the balance of 
global power away from the West. 

Over the same few months that oil prices were dropping 
like a stone, California and Britain were preparing to allow 
their consumers to choose their own electricity suppliers, just 
as they choose phone service, or food, or nappies, or any other 
product. The rest of Europe was hesitantly putting the finish- 
ing touches to its own plans to follow suit. And many Asian 
countries were being forced to question whether the state 
should any longer monopolise the electricity business. 

If these two trends make it look as though the energy in- 
dustry is out of control, it is—out of the control of its produc- 







will. miss those s simple days Brain's prices were eset on isa and 
a customers paid up because they had no choice. . 


Hubris andi invention | 


OPECS decline has been evident since at. least 1986, when it 
first had to call on non-opec producers to help boost prices. A 
cartel that accounts for only 41% of world demand is not go- 
ing to find it easy to have its way; and when only three pro- 
ducers are generally willing to produce at less than full-tilt, 
the task becomes impossible. Simply, oPEC has reaped what 
it sowed in the 1970s, when artificially high prices started a 
global hunt for oil that made i ita minority player. By stimulat- 
ing the diversity of supply, OPEC undermined its own power. 

The transformation of the electricity industry is newer, 


used to be so important that governments had to control its 
-production and distribution; today it is so important that 
-.. governments should be kept as far away as possible. Again, 
- diversity of supply has played a crucial role: the development 
.. of gas and other power sources has refuted the argument 
= which held that governments must take charge because cheap 
: electricity requires big, neues plants. Supplying electric- 
. ity is no longer a natural monopoly (see pages 65-67). 

The industrialised world and Latin America have mostly 

learned this. lesson, but it also applies in spades to poorer 
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say dangerous—role i in economies 


A A ARCH is one of the most dangerous inanis to buy 
A VÀ stocks. The others are June, January, September, April, 
- Novembe , May, October, July, December, August and Febru- 
. ary. Mark Twain was right. Yet instead of heeding his advice 


shrugged off news this week that opec had agreed to cut oil 

production i in order to push up prices and that President Yelt- 

^. sin has sacked his entire cabinet—events which, you might 
think, should at least have given the markets cause to reflect. 


. . share prices will climb. By most measures shares are already 
overvalued. But then so they were at the start of last year. Since 
- then Wall Street has risen by 40%, and most European mar- 
kets have e yoyed denar more thanh half Bulis pene to the 





. ^ Fins they copied ihe. monopoly model of electricit 


and reflects in part a radical change in thinking. Electricity. 


Stockmarkets are playing a an increasingly ee neers might - 


-more and more people are piling into shares. On Wall Street. 
and in Europe stockmarkets keep hitting new highs. They — 


Investors big and small are still talking about how far - 


countries, : 
torn power. 
ty supply 
pioneered in the West. And if that were not bad enough, they 
copied it incompetently, failing to charge the full price of 
power, or to set up an orderly regulatory structure, or to de- 
velop capital markets to fund new investment. | 

India, for example, spends more than $4 billion a year 
subsidising power, indeed giving much of it away, spurring 
demand it cannot hope to meet. China opened its market to 
foreign investment in 1985, but has seen less than one project 
a year through to completion—its rules seem designed chiefly 
to make investors weep. Both countries remain besotted with 
sheer size, though many ofthe most promising developments 
in power supply are in small-scale generation. Perhaps the 
biggest hidden cost of subsidy and state-run monopoly is that 
innovation ofthis kind is stifled at birth. 

The result is that too many poor countries have failed to 
deliver adequate power to their industries, or heat and light 
to their citizens. Unable to satisfy even present needs, third- 
world governments are plainly not up to the challenge of 







































meeting fast-rising demand in future. They should move 


from being the all-encompassing provider of power to the 
modest arranger of it. That means restricting themselves to 
enforcing minimum though necessary rules on access, stan- 
dards, environmental protection, information and pricing. 

When power becomes a truly competitive business, not a 
privilege guarded by monopoly, more people will be ape to 
afford more of it. That is the PEE Let there be ehe 





used to pile as much money as aa dti into bricks and. 
mortar, in the false belief that house prices could only rise. 
And we know where that got them. 

As a result of share fever, when share prices go into reverse 
more people will be affected than ever before. Around 45% of 
American households now own shares directly or through 


mutual funds or pension plans. Only a quarter held shares 


before the crash of 1987, and only 3% on the eve of the crash of 
1929. Such has been the scale of inflows that by the end of this 
year (if it continues) the total assets of mutual funds are likely 
to overtake those of banks, which have been the dominant 
financial intermediary for the past two centuries. 


The equity economy 


Shares are also the new obsession of Britain’ s middle classes. 

Thanks to privatisations, tax-sheltered Personal Equity Plans 
and free share handouts by building societies, one third of 
Britons are now shareholders. A decade ago the bulk of house- 
hold wealth was in property. Now far more of it is invested in 
shares (including the equity holdings: of pension funds) than 
in houses. The share revolution is also spreading across the 
channel. Net inflows into mutual funds roughly quadrupled 
in Germany last year. In Italy, purchases of mutual funds in 
the first two months of 1998 were six times higher than the 
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There have been dark clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dark cloud set in... economic uncertainty. 


We Malaysians, however, expect this to clear too. 
In due time. With an optimism that is borne out 
of four decades of incredible economic growth | 
the world has been witness to. | 


With the perseverance to make changes and sacrifices. | 
With the wisdom of solid economic fundamentals 

to see us through. With the determination to do 
everything for the economy to bounce back. | 





And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 
And we'll do it again. 


MALAYSIA 











Bullish on Bouncing Back 


Sponsored by: | 
"8^ / BURSA SAHAM KUALA LUMPUR G (PTE yti 
n, KUALA LUMPUR STOCK EXCHANGE — KUMPULAN GUTHRIE Ky SAPURA TELEKOM = 
BERHAD ag 165 
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average monthly inflow in 1997. 

Such investment helps to drive markets higher. But wider 
share-ownership also means that swings in share prices may 
have a bigger effect on other sorts of spending than in the past. 
In 1987 policymakers overestimated the economic effects of 
falling stockmarkets, and eased monetary policy too much. 
Now they risk making the opposite mistake and underesti- 
mating the economic weight of the stockmarket. 

The boom in equity prices has made households feel 
wealthier and so encouraged them to spend more. But in ad- 
dition a sort of virtuous circle has emerged in America: the 
rise in the stockmarket not only reflects healthier economic 
fundamentals, but also helps to reinforce that improvement 


(see page 71). For instance, rising share prices reduce the cost 
of equity finance, which then leads to higher investment and 
so higher productivity, which strengthens growth and helps 
to hold down inflation, which pushes share prices higher. 
Likewise, the rise in share prices has boosted receipts from 
capital-gains tax and so helped to eliminate the budget defi- 
cit, which has also helped to support the stockmarket. The 
rub, of course, is that a sharp drop in share prices would turn 
this virtuous circle into a vicious one. 

A stockmarket collapse need not trigger a deep recession if 
central banks ease monetary policy. But that would be little 
consolation to the many investors whose wealth had shrunk 
overnight. At prices like these, think hard before you buy. 





India as a nuclear power 


A waste of nationalist pride 


S ONE of disarmament's greatest champions about to be- 

come the world's sixth official nuclear power? If it wins a 
confidence-vote on March 28th, India’s new coalition gov- 
ernment, led by the Hindu-nationalist Bharatiya Janata Party 
(BJP), vows to rethink the country's nuclear “option”. Ever 
since 1974, when India tested a supposedly peaceful nuclear 
device, it has had the technical wherewithal to build the 
bomb. It stuck to this could-but-officially-haven't nuclear pol- 
icy even though others, including next-door China, were 
building up their nuclear arsenals. Nowadays Russia and 
America are slashing their weapons stockpiles; Britain and 
France are trimming their much smaller nuclear forces too; 
all five nuclear powers, including China, have stopped weap- 
ons testing and signed a test-ban treaty that seriously crimps 
their ability to build new weapons. So why, you might ask, 
would India choose this moment to go nuclear? 

There is certainly no law against it. Unlike Iraq or North 
Korea, both of which signed the Nuclear Non-Proliferation 
Treaty before being caught out secretly trying to build the 
bomb, India is one of the few countries (along with Pakistan 
and Israel) that has signed neither the NPr, nor the test-ban 
treaty—arguing that the five nuclear powers must agree to 
give up their weapons first. Previous governments have tip- 
toed close to the nuclear threshold, but pulled back for fear of 
the high price India would pay for breaking the nuclear ta- 
boo. In refusing to close off the option entirely, however, they 
have pointed, rightly, to the dangers of the neighbourhood: 
China, already a nuclear power, and Pakistan, which like In- 
dia is only a screw's turn, at most, from having nuclear weap- 
ons of its own (see page 26), live next door. 

Yet in recent years the threats to India's security have di- 
minished. Ties with China have improved markedly. Rela- 
tions with Pakistan remain testy, over disputed Kashmir and 
over the missiles that the two sides are ready to deploy against 
each other (though they could still agree not to), yet India's 
outgoing government opened a dialogue with Pakistan that 
the incoming one wants to foster. And while India—like oth- 
ers—is frustrated by the slow pace of nuclear disarmament, it 
will take painstaking negotiation and intrusive checking at 
every stage for deeper weapons cuts to be made. Meanwhile, 
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what cause would be served by setting off a nuclear chain- 
reaction that would detonate a bomb under the disarma- 
ment progress so far, sour relations with China and provoke 
Pakistan—then maybe Iran—into going nuclear too? 

The answer lies in the weakness of India's government. 
The new coalition will be fractious. The compromises needed 
to govern will cramp the BjP's Hindu-nationalist style. But the 
nuclear issue is popular with voters proud of India's techno- 
logical prowess. Building nuclear weapons could be one of 
the few policies the coalition can agree on and thus the easiest 
way for the BJP to trumpet its Hindu-nationalist pride. 


Proud people, wrong cause 

But consider what it would do for India. A single nuclear test 
would trigger widespread outrage and stiff trade sanctions— 
including an American veto on help for India from the IMF 
and the World Bank. And one test would scarcely be enough. 
Overturning the test-ban rule(even though the treaty is not yet 
in force) would sour India’s relations across the board, in- 
cluding in the non-aligned movement, India’s spiritual 
home. Remember the outcry when France and China insisted 
on just a few more tests before the test ban was agreed. 

Might India lose less by declaring itself a nuclear power 
without testing? Some argue that it would be more stabilising 
to have India’s nuclear ambitions—and Pakistan’s—in the 
open, not pursued in secret. But that ignores the deep-seated 
suspicion that drives the India-Pakistan rivalry, that has 
driven the recent missile race between the two, and that 
would drive a nuclear arms race too. The two rivals would 
quickly find themselves in a costly competition to mount nu- 
clear warheads on missiles, bringing an alarming new hair- 
trigger instability to a tense region. 

But wouldn’t a nuclear-armed India walk taller in the 
world? Hardly. As Germany and Japan (still) show, real mus- 
cle and the prospect, say, ofa seat on the United Nations Secu- 
rity Council come these days from having a world class econ- 
omy, not from having 50-year-old military technology. If the 
new government had the courage, it would make silicon, not 
plutonium, the measure of what it could do for India. 

—Á ee ee ee eee ee ee 
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; OF RUSSIA 


Boris banged the table 


Do something, hisi instincts were. saying. I know how to be decisive, nodded 


Boris is Yeltiin. Our 1 
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deputy prime minister, Anatoly 
Chubais, whom he had pledged Dub: 
licly a month before to keep in the 
government until at least 2000. d 
By way of attempted explanation -| 
Mr Yeltsin said that the changes were | 
needed "to give economic reform - 
more energy and efficiency". "It's a 
brain bypass," retorted a Russian 
newspaper initsTuesdayheadline,a | 
ruthlessly unkind allusion to the | 
heartbypass operation undergone _ 
by Mr Yeltsin in 1996. ES 
- The varying explanations can-. . | 
vassed for this coup de théâtre had [|S 
several points in common. They as- Ñ 
sumed that the government's dis- | 
missal had little to do with its recent | 
record. They concentrated instead 
on Mr Yeltsin's failing health, and on 
Mr Chernomyrdin's prospects for |^ 
succeeding him—whether at the next — 
election, scheduled for 2000, Or 
sooner, should Mr Yeltsin be inca- 
pacitated. There was also much won- 
dering as to the role played by Boris 
Berezovsky, a business tycoon and political 
fixer who claimed some of the credit for Mr 
Yeltsin's re-election in 1996. Mr Berezovsky 
was known to be scheming for 2000; but 
views differed as to whether this week's 
events had unfolded quite as he wished. 
Mr Yeltsin himself linked the sacking of 
Mr Chernomyrdin to the 2000 election: he 
said he wanted the dismissed prime minis- 
ter to “concentrate on political prepara- 
tions for the forthcoming election”, which 
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fnrrespondent looks at the likely: consequences. 


| cud: "decide the future of Russia". But 


then he conspicuously held back from en- 
dorsing Mr Chernomyrdin as a candidate. 
This strange formulation encouraged 
contradictory readings. 


Had Mr Chernomyrdin angered Mr 


Yeltsin by advancing presidential ambi- 


tions of his own? If so, then Mr Yeltsin had. 
sacked him to make it clear that he alone. 






















would decide such things. Mr Yeltsin 
would choose a new dauphin, or even re- 
solve to run again himself. This last pos- 
sibility was reinforced on Tuesday when 
Mr Yeltsin's representative in the Constitu- 
tional Court, Sergei Shakhrai, said the 
Kremlin was ready for the court to consider 
whether Mr Yeltsin was allowed legally to 
run again. Át present Mr Yeltsin is serving 
his second term as president of Russia, the 


maximum allowed by law. But when he. 


was first elected, in 1991, Russia was still 


_ was doing MrChernomyrdin anysort offa- — 
, vour. And Mr Chernomyrdin himself cer- 

















only a part of the sada Unio 
the bright-eyed speculation 
still entitled to another, Ri 
The alternative view of Mr ce 
Chernomyrdin's. fate was a benign: one 
that he was being. given the time and the. 
freedom needed to mount the strongest — 
possible challenge in 2000. Alongspellout 
of government would help todistancehim 


. from the pains and the unpopularity of — 
Russia's current attempts at reform. Mro — 
Yeltsin would give his endorsement later, D 
| when he was no longer quite so: sensitive 


about being seen as a lame duck himself 


When i in doubt, be decisive o 


In fact, as the dust settled, it grew: more and i 
more difficult to believe that Mr Yeltsin — 


tainly seemed perplexed by the way. T 
TEL ie had been treated. - "m 
A grey ex Soviet Dureaiérat. two n 





along well Fee ough w with opposition ae 
leaders, and found coalitions in par- 
| liament- when they were most 
A. needed. Not unkindly, he was said 
-never to have had an idea of his own. 
= -Small wonder he looked askance at 
his rewards—an ambiguous shove — 
N^ that could be either upwards or. 
‘| downwards, plus an Order of the Fa- 
_ therland (Second Class). Asked at a’ 
- press conference on Monday forthe 
. "immediate cause of his sacking, he 
was unable to give one. 

. It says much for the tenor of Rus- 
sian politics that this and other con- 
fusions of the moment were swal- 

lowed with barely a murmur of 
= disquiet by the financial markets 
~ and with no more than a few uneasy 
gulps by international opinion. The 
< government elected to hold off until 

- Tuesday a DM1.25 billion ($680m) 
Eurobond issue first planned for 
Monday. But the Russian stockmarket re- 





covered from an early dip to close on Mon- 


day with a marked gain. 

Yet Mr Yeltsin had taken a momentous 
decision in a highly impulsive way, at a 
troubled time for Russia and a worrying 
time for a man of his health and tempera- 
ment. It was a momentous decision in pol- 
icy terms, because unless the replacement s 
government arrives swiftly and comm ands IX 
immediate confidence hopes of invest 
ment and growth in Russia this year wil ] be 2: 
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dashed. Russia will have missed the one 
“normal” year of the political cycle left to it 
before the run-up to a parliamentary elec- 
tion in late 1999 and a presidential election 
due in 2000. 

It was a momentous decision in con- 
stitutional terms, too. The loss of Mr Cher- 
nomyrdin has raised the stakes sharply 
should Mr Yeltsin die or be incapacitated 
in office. Power must pass to the prime 
minister while new elections are organised. 
At best, the next prime minister will be 
somebody less seasoned than Mr Cherno- 
myrdin, less able to hold the ring. 

Far worse will come if Mr Yeltsin dies 
before he has persuaded the lower house of 
parliament, the Duma, to approve a new 
prime minister, as the constitution says he 
must. That process could take months, and 
will certainly do so if the Duma refuses to 
approve any of the three nominations Mr 
Yeltsin is allowed, and if Mr Yeltsin then 
exercises his right to dissolve the Duma. On 
the passage of power when Russia has no 
confirmed prime minister, the constitu- 
tion is silent. Politicians may not be. 

These are far from empty worries. Mr 
Yeltsin has never been quite the same man 
since his heart surgery. He has been largely 
an absentee ruler, chairing meetings in the 
Kremlin but spending weeks on end in his 
country house outside Moscow. When visit- 
ing Sweden in December he thought he was 
in Finland. Last week he cancelled a sum- 
mit with 11 other leaders of former Soviet 
states, claiming a sore throat. The Kremlin 
fended off stories that he had surrendered 
to a fit of depression. Mr Yeltsin switched 
the site of this week's summit with Germa- 
nys Helmut Kohl and France's Jacques 
Chirac from Yekaterinburg to Moscow—a 
caprice that would have raised fewer eye- 
brows had Yekaterinburg's government not 
just spent $11m doing up the buildings in 
which the three leaders were to pass less 
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I lift my finger, Berezovsky 
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Main potential candidates for 2000 


than 24 hours. 

Arguably, therefore, mental or physical 
strain may have played a part in Mr 
Yeltsin's decision to dismiss his govern- 
ment. It was an act of obvious haste, and it 
came just when the government might rea- 
sonably have claimed to be doing rather 
well. Russia had seemed, after all, to be see- 
ing off the winter-long financial crisis af- 
flicting emerging markets around the 
world. Foreign money was coming back. 
There were signs of a long-awaited eco- 
nomic recovery: GDP and industrial output 
both grew last year. Perhaps Mr Yeltsin was 
recognising such things when he said in a 
four-minute recorded speech on Monday 
that “the resignation of the government 
does not mean a change in our political 
course." But that begged the question of 
what the exercise was meant to mean at all. 


The faces in the shadows 


To arrive at a robust explanation of why Mr 
Yeltsin took such a step, Russian commen- 
tators have been looking into the shadows 
beyond him. They have wondered aloud 
whether a so-called *oligarchy" of bankers 
and industrialists, credited with control- 
ling much of the economic and political 
power in Russia, may have given events à 
shove for reasons of their own. 

The notion of a new Russian oligarchy 
dates back to what happened during Mr 
Yeltsin's re-election campaign in 1996. A 
dozen or so business leaders then pooled 
their efforts to support him, and more par- 
ticularly to shut out his Communist chal- 
lenger, Gennady Zyuganov. They procured 
the management expertise and media ex- 
posure needed to revive Mr Yeltsin's flag- 
ging campaign, and took credit afterwards 
for his victory. They not unnaturally then 
claimed favours in terms of appointments, 
franchises, tax breaks, cheap loans and 
rigged privatisations. 

The leader of the re-election effort was 
Mr Berezovsky, who had made a fortune in 
a career that had begun its rocket-like as- 
cent in the business of car-dealing. Mr 


Pick your next Russian president 


Latest poll — Big-business 
Name Political hue rating, % support Organisation Charisma Skill 
Gennady Zyuganov Communist- 18 Weak Strong Weak Weak 
DNE Se ERI Uaec s A RR URINE Ade REVO CANO RRR Mele itus 0 
Yuri Luzhkov due ge 11 Strong Weak Strong Strong 
sta 
Alexander Lebed Nationalist- .9 Moderate, Weak Strong |^ Weak 
Sa ee „pragmatist: — CT ON. E a et M RESET 
Boris Nemtsov Reformist 8 : Weak Moderate Moderate 
Grigory Yavlinsky Reformist- 7 Moderate Moderate Moderate Untested 
pro-clean- 
TIL PLN X^: S alan eres AU ENE 0 A ROLE PE S Ae eT DU etd | ERU 
Boris Yeltsin Paternalist- 7 Strong Strong Fading Fading 
Viktor Chernomyrdin Grey pragmatist — 3 Strong Moderate Weak Strong 


Sources: Public Opinion Foundation; Brunswick Warburg; Economist judgments 














Berezovsky spoke afterwards as though the 
government was in debt to himself and his 
friends, and should behave accordingly. 

This year Mr Berezovsky has been say- 
ing that “Russian business” should ensure 
an acceptable successor to Mr Yeltsin. At 
least until this week, the obvious man for 
that role would have been Mr Cherno- 
myrdin. The former prime minister em- 
bodied the status quo, he spoke the tycoons’ 
language, he was very nearly one of them 
himself. From 1989 to 1992 he had run 
Gazprom, the state gas monopoly, which he 
helped turn from a government ministry 
into the country’s biggest firm. He has been 
accused ever since of emerging from 
Gazprom with a huge secret fortune. He has 
denied all such suggestions. 

Mr Chernomyrdin may lack charisma. 
He does poorly in the opinion polls. His 
political movement, Nash Dom Rossiya 
(“Our Home is Russia”), was a poor thing 
pumped up merely by its self-importance 
at being the “prime ministers party". He 
would need plenty of help were he to run 
for election. But help—in supplying money 
and media coverage to him, and in deny- 
ing it to others—was precisely what the oli- 
garchy could provide. 

The oligarchs may, however, have had 
some lingering doubts about Mr Cherno- 
myrdin. As prime minister, he was power- 
ful enough to deal with them as equals. At 
best, they would be trading favours with 
him rather than dispensing them. Only if 
Mr Chernomyrdin were obliged to seek 
power without the patronage of the state at 
his disposal would the oligarchs have him 
at their mercy. They could then bind and 
compromise him in ways that made him 
securely "their man". As of this week, they 
have their chance. 

Did Mr Berezovsky engineer Mi 
Chernomyrdin's dismissal in order to take 
control of him? It is a possible reading o! 
events. It would help to explain why Mı 
Berezovsky was calling Mr Chernomyrdir 
"unelectable" on Sunday but on Wednes 
day was praising him to the skies. Mi 
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Berezovský i may have prodded M Mr i Yeltsin E 
into action by arguing that Mr Cher- 





nomyrdin’s government was not doing 
enough to deal with social problems, such 
as wage arrears. Such issues are known to 
preoccupy the president. ‘Mr Berezovsky 
would have had plenty” of channels 

iis views. He is an 
$ chief of staff, 







"adviser" to the. pres 
Valentin Yumashev, whom. 
ploy. And the president's daughter and ad- 
viser, T atyana Dyachenko, i is a close friend. 







I saw you, he exclaimed 
There. is; however, p. 1 





ore 2000. At “this poine eh x | 
second interpretation of | ^ TAIN 
events takes a different turn. It 
argues that Mr Yeltsin, having 
got wind of what Messrs 
Berezovsky. and Chero 
eee were up to, struck back. 

: For the moment this ver- 
sion ranks as the more plausi- 


ble. it helps to explain the incoherence of | 


Monday’s outburst: the truth behind the 


whole business was something to which - 
not even Mr Yeltsin could admit. It helps to- 


explain why Mr Yeltsin wanted to lie low 
last week: he was making a big and painful 
calculation. It helps to explain, too, why 
Anatoly Chubais, the most bitter of Mr 
Berezovsky's political opponents, was look- 
ing so cheerful when he was sacked on 
Monday. It was not merely that Mr Chubais 
had been promised a "golden parachute" 
in the form of the chairmanship of ues, the 
national power company. It was also that 
events seemed to be unfolding to Mr 
Berezovsky's disadvantage. | 

How can these conflicting theories be 
tested? One way will be to watch the ebb 
and flow of political appointments in the 
days ahead. The key figure here may be Mr 
Yumashev, given his ties to Mr Berezovsky. 
If he loses his job in the next few weeks or 
months, that will be the outward sign of a 
serious reversal for Mr Berezovsky. If, to 
take a counter-example, Mr Chubais is de- 
nied that job at ues, that will be a signal of 
Mr Berezovsky's renewed strength. 

. The choice of a new prime minister, 
hough a far more conspicuous affair, may 
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i js revealing. Mr Kiriyenko may per- 


haps be allowed to keep the job precisely 


because he is too slight a figure to give of- 
fence. Weak government is much to the oli- 
garchy's taste. Weak governments are easier 
to dictate terms to, and there is still much 
wealth lurking within the Russian state that 
the charmed circle would like to grab. 

One part of that wealth is Rosneft, the 
last big state-owned oil firm, for which a 
partial privatisation by international 
tender opened this week. A stake of 7596 is 







pra atr arai etes 


ra etapa. 


on offer, valued. at more than $2 billion. 


| Bidding. stays open until May 26th, and 


will give another outward sign ofthe covert 
balance of power. If the fairness or open- 


ness ofthe sale is frustrated in any way, that 


will signal a victory for the oligarchy, which 
would be revealing its preference for hav- 
ing Rosneft cheaply to itself. 


Either a miracle, or... 

Such indicators may fairly quickly help to 
clear the uncertainty about Mr Yeltsin’s 
motives. But the political uncertainty his 
actions have set in train may endure much 
longer. It is not merely that the personnel 
and the policies ofthe new government are 
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myrdin, Mr Chubais—have bé 
more a question of competen 


fective ASAOS The 
the outgoing government A 
which makes his dis 
travagant gesture. 

Ány new p 
good, will need. 
anc. Russia has. 





y , publi ic . | : 
d olence — c 


-" when i it comes t ) 
body signis. ie 


miracle if he. pieces that Mr — 
- Yeltsin has thrown up into the 
air this week do fall to earth as 
a well-formed and well-func-— 
tioning government. If they do, 
another miracle may ensue: 
the new ministers may find the 
rudiments of an economic re- 
covery in place. A successful 
sale of Rosneft would offer a model for fu- > 
ture privatisations. A desperately needed. - 
new tax code is almost ready to go to parlia- 
ment. À workable bankruptcy law has been 
passed. Some big foreign direct invest- 
ments are being made this year, notably in 
the oil and motor industries, which could 
help to revive the manufacturing base. Port- 
folio investors still have a fair degree of con- 
fidence in the Russian central bank and in 
the rouble, making further reductions in 
domestic interest rates a fair hope. 

Against that possibility, however, must 
be set another, at least as great. The black 
prognosis is that this upheaval has put Rus- 
sia on a slippery slope of uncertain govern- 
ment and continuing crony-capitalism 
that leads straight into the elections of 1999 
and 2000, when demagoguery and popu- 
lar discontent will again take charge of 
public life. It may even be that, if Mr Yeltsin 
dies without having installed a heavy- 
weight prime minister, constitutional or- - 
der will give way. In Mr Chernomyrdin, 
Russia has lost its second-best constitu- 
tional safeguard. His going from govern- 
mer:t may yet come to be regretted far more 
than his presence there was ever admired. | 
ui 
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Swept out 


Russia’s president, Boris Yelt- 
sin, sacked his entire cabinet 
and made Sergei Kiriyenko, 
his obscure 35-year-old energy 
minister, acting prime minis- 
ter. Some saw the hand of 
Boris Berezovsky, one of Rus- 
sia’s richest tycoons. 


The first eleven 
1997, % of GDP 
Debt 


stia — 25 661 
Belgium — 21 — 1222 
Finland ^ 09 558 
ban gate oT 
Germany 27 61.3 

een Ri S 
X00. 1216 
SEAT SY. c Mf 
14.4071, 2251 
Portugal 25 $620 
Spain 26 688 


Source: European Commission 


Austria: 


ireland ——— 
Make ae 
Netherlands —— 





The European Commission 
ruled that 11 countries were 
eligible to join the single cur- 
rency, even though eight are 
above the Maastricht limit on 
public debt of 60% of GDP, 
and several squeeze under 
the 3% budget-deficit limit 
only thanks to one-off mea- 
sures and accounting fiddles. 
The commission also ruled, 
with Britain in mind, that 
membership of the exchange- 
rate mechanism is a precon- 
dition for joining the euro. 


Serbia's ruling Socialist Party 
formed a coalition with ex- 
treme nationalists led by 
Vojislav Seselj, a move un- 
likely to conciliate Albanians 
in Kosovo. A contact group 
comprising the European 
Union’s leading quartet, plus 
Russia and the United States, 
gave Serbia four weeks to 
start negotiations with the Al- 
banians or face further 
sanctions. 


Mainstream conservatives in 
several French regions defied 
their party by making deals 
with the far-right National 
Front in order to stay in 
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power. This threw the main- | 
stream right into disarray. | 
The parties in Germany's | 
ruling coalition, the Christian 
Democrats and the Free Dem- 
ocrats, gained ground in local 
elections in the state of 
Schleswig-Holstein. 


The Italian government ap- 
proved a draft bill to cut the 
working week from 40 to 35 
hours by 2001. 


Sinn Fein, the political wing 
of the IRA, re-entered the 
Northern Ireland peace talks. 
It had been temporarily 
banned after two murders 
were linked to the IRA. 


Moldova's Communist Party 
won the biggest share of the 
vote in parliamentary elec- 
tions but is unlikely to form a 
government. 


Bolder than usual 


Japan surprised markets 
with a larger-than-expected 
economic stimulus package. 
It will pump ¥16 trillion 
($124 billion) into the econ- 
omy this year. The only 
doubt: how much of it is 
really extra? 


Indonesia's rebellion 
against IMF reforms appeared 
to be easing as it doubled 
one-month interest rates to 
45% to slow inflation. 


In Malaysia, at least eight In- 
donesian immigrants and a 
policeman died amid rioting 
at refugee camps. Malaysia 
and Thailand have been de- 
porting foreign workers laid 
off in Asia's economic crash. 
Singapore sentenced 117 ille- 
gal immigrants to six weeks 
in jail and a caning. 


Xu Simin, a Hong Kong poli- 
tician with ties to the Chinese 
government, severely criti- 
cised Radio Television Hong 
Kong, raising fears of a 
clampdown on the media. 


India's new prime minister, | 
Atal Behari Vajpayee, said his | 
government would try to im- | 
prove relations with Paki- 

stan. But Pakistan expressed 
anger over India's proposal to 
go openly nuclear. 


African experience 






, - 
UU 





President Clinton began his 
12-day, six-country tour of Af- 
rica. He said the United 
States sought new relations 
with the continent based on 
partnership, and praised 
what he described as a 
renaissance. 


More than 1m people turned 
out to see Pope John Paul Il 
during his three-day visit to 
Nigeria to beatify a Nigerian 
priest who died 34 years ago. 
The pope asked the govern- 
ment to release some 60 po- 
litical detainees. 


In advance of America's latest 
bid to resuscitate the peace 
process, Israel's cabinet re- 
jected a leaked American pro- 
posal that it should withdraw 
from a further 13% of the West 
Bank. Israel used a visit from 
the UN secretary-general to 
press its own unofficial pro- 
posal that Israel withdraw 
from south Lebanon in ex- 
change for Lebanese security 
guarantees. 


UN weapons inspectors, plus 
diplomats, made their first 
search of one of Iraq's presi- 
dential sites. Nasser 
Hindawi, who pioneered 
Iraq's biological warfare pro- 
gramme, was arrested as he 
tried to leave the country. 


eee 





POLITICS THIS WEEK 


Hear no evil 


Bill Clinton controversially 
invoked executive privilege 
to stop a grand jury looking 
into the White House sex 
scandal hearing testimony 
from two White House aides. 


California’s top court ruled 
that the Boy Scouts, as a 
“private membership group”, 
may exclude homosexuals, 
atheists and agnostics. 


Four schoolgirls and a teacher 
were killed when two boys, 
aged 11 and 13, opened fire 
at a school in Arkansas. 


The Supreme Court let stand 
a lower-court judgment al- 
lowing late-term or “partial- 
birth” abortions. 


Colombia's number-two 
guerrilla group, the ELN, | 
agreed to preliminary peace 
talks, starting in June. 


In Nicaragua, a stepdaughter 
of the Sandinist ex-president, 
Daniel Ortega, announced 
that she would pursue in 
court her charge that he sexu- 
ally abused her as a child. 


C1 


Fires raged on in part of Bra- 
zil's Amazon forest, despite 
international help. Mean- 
while, the official environ- 
ment agency said Brazil was 
to drop its support for a re- 
gional plan to deepen water- 
ways in the Pantanal wet- 
lands that might endanger 
wildlife. Greens had doubts 
the decision would stick. 
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fund managers scrambling 
ah into the market. 


; The High Court in Britain 

| struck out $800m-worth of 
claims against Ernest & 

| Young, a former auditor of 

| BCCL a banking group that 

| went bust in 1991. That leaves 
| another $2.6 billion-worth of 
| claims still outstanding 

| against the firm. 


| Goldman Sachs. announced 
| record quarterly earnings, 
|.and embarked on a review of 
its worldwide operations. 
Speculation mounted that the 
| American investment-bank- 
Ling partnership was prepar- 
ing to go public. — 








` Eastern approach 











‘Soviet Union rose Min 1 axi in 
| 1997, the s year of positive 











| acc ording to the Economist 
! hoil Unit, a sister 


| 

| 

| 
fires big oil apes Saudi | 
reba, Venezuela and Mex- | 
| 

| 


Grappling with a restructur- 
ing and sagging domestic 
sales in the world's biggest 
| market, America's Eastman 
Kodak has turned to China, 
the third largest. The photo- 
graphic-products giant will 
invest $1.1 billion to tackle 
Fuji of Japan head-on. Fuji's 
dominance of its home mar- 


| thef ins oil price. still | 
| seeking cuts by other produc- 

ers, they aim to remove 2m 

|- barrels a day from the mar- 

| ket, a reduction of 2.7%. Rus- 

‘sia said it could not afford to 

join in. opec called an emer- 

gency meeting for next week 

to seal the arrangement. 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 











Trusting foreigners 3 


Nempuku, Japan's largest 
public pension-fund group 
and also one of the world's 
largest, allocated around half 


_ of its ¥1 trillion ($7.8 billion) 


in new funds to foreign fund 


managers last year. Nor- 
| ‘mally, nearly all its funds go 


[o japanese managers. A com- 


| poor performance and cor- 
ruption in Japan's financial 
. Sector has brought foreign 
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ket, the second largest, was 
the cause of a nasty trade row 
with Kodak. By buying three 
state-owned firms Kodak 
hopes to gain an advantage 
over Fuji. It will be making 
most of the products in 
China by 2000. 


A huge American consumer 
and business-services group, 
Cendant, popped out and 
spent $4.4 billion. It beat AIG 
to win a $3.1 billion battle for 
American Bankers Insurance 
Group, America’s biggest 
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quoted credit insurer. It also 
spent £801m ($1.3 billion) on 
NPC, à privately held British- 
company set up 49 years ao 
to convert bomb sites into car 
parks. Its two founders stand 
to make £580m. | 


Bertelsmann, a huge Ger- 
man media firm and the ` 
world's biggest book pub- 
lisher, will become twice as 
big as its nearest publishing - 
rival in America with the pur- 
chase of Random House. 
from the Newhouse family's 


| Advance Publications empire, 


for a price estimated at any- 


| thing up to $2 billion. 


Bertelsmann’s Bantam 
Doubleday Dell will be 
merged with Random House, 
raising its annual revenues 
from $900m to $1.5 billion. 


Rupert Murdoch's News 
Corp failed, again, to win 
control of Mediaset, an Ital- 
ian television group con- 
trolled by Silvio Berlusconi's. 
Fininvest holding compary. 
Mr Murdoch's rejected bic 
valued the group at 5.8 tril- 
lion lire ($3.2 billion). 


After years of consolidation 
in the defence industry, _ 
Lockheed Martin’s planned 
$11.6 billion purchase of Nor- 
throp Grumman is one 
merger too far for America’s 
Justice Department and the 
Pentagon. They are taking :e- 
gal action to stop it, citing a 
threat to competition and na- 
tional security. 















Nori that — high spe dig 
multimedia and Internet ac- : T m 
cess through electricity lines. 


| Elf Aquitaine, a French oil ^4 
company, is paying $528m < i: 
| fora 5% stake in Russias 
Yuksi, which is being formed | 

through the merger of Yukos 
and Sibneft. It will be. one of 
the world's biggest y privat 
sector oil compa nies, valı 
at $10. 4 billion. - ^ 










Uncommon : Volk | 


Lena 


esas bid an undis — |. 
closed sum for Britain’s luxi 

ury car maker, Rolls-Royce, 
just before the deadline for. |. 
- bids expired this week. 


Andrew Grove i is stepping 
down as CEO of Intel, — 
handing over to Craig Barrett, 
the firm’s president and chief. 
operating officer. Mr Grove 
will continue to work full- 
| time for Intel as chairman. 


Technology conspired to fix 


= 
k 
| 


Days after agreeing to be 
bought by Britain's Great Uni- 
versal Stores for $831m, 
Metromail began talks with 
American Business Informa- 
tion. The newcomer made an 
$850m hostile offer for the 
American database company. 


Boeing said it may take a 
first-quarter charge because of 
continuing production prob- 
lems with its new 737 com- 
mercial jet. Boeing is also cut- 
ting another 8,200 jobs after 
dropping two models made 
by its merger partner, Mc- 
Donnell Douglas. 





America's Federal Trade 
Commission is investigating 
whether visx and Summit 


. Europe's Airbus consortium 
won an order for 179 Pos 
90 of them firm, worth per UC 
haps $4 billion, from three- 
Latin American airlines. =. =$ 


prices on some laser equip- 
ment, leading to patients pay- 
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In this excerpt from. a speech to the 
World Economic Foru r 






business community and civil society. In 
today's world, we- depend. on each other. 


The business ot the United Naneng involves i 


the businesses of the world. 


Technical standard- -setting in areas - 
such as aviation, shipping and telecom- _ 
munications provides the very foun- | 


dation for international transactions. Our 


advocacy of. human: rights nurtures 
democracy and good. governance, two ` 







in the fight for human 
battle against corrupt- 
fforts to “eradicate poverty 
create new markets: and new opportun- 








-ities for growth. | Our peacekeeping and | 





emergency relief operations in war-torn 


. nations bring the stability needed. to 


J regain. the path to long-term develop- 
D ment. Our untiring efforts to build 
.. socie ies. based « on the rule of law iud 





the. tatagnational adig s vn nd 
enact business-friendly legislation. 
Business has a compelling interest in 
the success of this work. Creating wealth, 
which is "business's expertise, and pro- 
moting human security in the broadest 


sense, the UN $ main concern, are mutually | 


reinforcing. gods. „Thriving mares and 





joverty dnd injustices is one in 


» the Secretary- - 
General. of. the United. Natio uM argues | 


Peac : nip prospe ity cannot be ach- por 
ieved witho it partnerships involving govern- 5 
ments, international organisations, the 







. peace. and freedom. will b: 


the global economy? Can markets deal 


with the negative side effects of global- 
isation? Can we find ways to cope with the 
_ kind of volatility we have seen in Asia and 
. elsewhere, and minimise its impact on 
l ordinary people? 
o. _ Interdependence is a two-way pro- 


cess. What happens in developing coun- 


tries affects the developed nations, and 
vice versa. There are victims and bene- 
 ficiaries. There are people who have 
lifted. themselves out of Poverty, and 


: Thriving markets 
and human 
security go hand 
in hand 


others who remain mired in deprivation. 
A global marketplace can only work 
effectively if it is able to address its in- 


herent shortcomings and contradict- = 
ions. Market capitalism. has. no major ` 
ideological rival. Its biggest threat is- 


from within itself. If it cannot promote 
both prosperity and justice, it will not 


have succeeded. 


.. Global society, if it is to flourish, 
must. also work from shared norms and 


objectives. Fortunately, the basis of that 
common understanding already exists; it 


is found in the United Nations Charter. 
Freedom, justice and the. peaceful res- 
olution of disputes; social: progress and 
better standards. of living; equality, toler- 
ance and dignity, these are the universal 
values set out in the Charter. They define 
the true human interest. They are also a 
pillar of the global economy. | 

' Markets do not function in a vacuum. 
Rather, they arise from a framework of 


e rules and laws, and they respond to 

signals. set by Governments and other 
| . institutions. Without rules governing 
; property rights and contracts; without — 


confidence. based on the rule of law; 
without an overall sense of direction and a 
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— the UN Secretary: General Kofi. AS ‘Anna 


fair degree of equity and transparency, 
there could be no well-functioning markets, 
domestic or global. The UN system pro- i 
vides such a global framework - an agreed" 
set of standards and objectives that enjoy - 
worldwide acceptance. A strong United 
Nations is good for business. 

The advent of a global economy may 
seem irresistible and inevitable. To many 


jit has brought great riches. To others it | 


seems exclusionary, exploitative, intru- 


.sive and even destructive. We must - 


remember that globalisation has not just 
happened; it has been the result. of 
deliberate policy choices. 

Leaders of Government and Henes 


continue t to have choices. So let us choose, 





a wih A pea of the: e 


advantaged and the requirements of future i 
Ens Let v us. ensure that prosperity d 





shared Y oal a x global: dieci, At is 


open to all and benefits all. . 


The preceding. words are exe erpts. from an address 


Economic. Forum i in Davos, Switzerland. on 3% January — 
1998. Additional information about the U inited Nations ! 


is available on its. Internet site Fig Pep: anne or X 





















Tung constrained 


HONG KONG 


The leader of Hong Kong is discovering the homegrown limits to his power 


WO common predictions about the 

way Hong Kong would be run after 
China resumed sovereignty last July have 
refused to come true: the Communists in 
Beijing are not calling the shots, and the 
chief executive, Tung Chee-hwa, despite be- 
ing a deeply conservative fan of “Confu- 
cian” authority, has not become an oriental 
despot. Supposing, even for a second, that 
such had been his intention, recent events 
have shown that the constraints upon Mr 
Tung are the most notable feature of post- 
handover rule. 

Start with education. At present most 
schools in Hong Kong use English for teach- 
ing, which is popular with parents who 
think English gives their children a step up 
in life. Nevertheless, there is a strong educa- 
tional case for promoting the wider use of 
the local Cantonese, and having English 
taught as a foreign language. Many stu- 
dents have a poor grasp of English, which 
ven some teachers speak badly. 

Mr Tung supported a change, but 
mostly because pro-China “patriots” in 
Hong Kong wanted “mother-tongue” edu- 
"ation. Leave aside the fact that Cantonese 
ind standard Mandarin, the official 
nother tongue of the mainland, are mutu- 
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ally unintelligible. Teachers and parents 
were outraged when every school was or- 
dered to switch from English. Senior civil 
servants, long used to holding the real reins 
of power, were also shocked by the abrupt- 
ness of the change. A humiliated Mr Tung 
was forced to accept a compromise. His 
deputy and head of the civil service, Anson 
Chan, announced that 100 schools would 
be allowed to continue teaching in English. 

Similarly, a brouhaha about Radio Tele- 
vision Hong Kong (RTHK, Hong Kong's ver- 
sion of the BBC) emphasised the variance 
between the administration and its leader. 
At the annual political meetings in Beijing 
earlier this month, an elderly Hong Kong 
leftist, and friend of Mr Tung, Xu Simin, 
complained the popular radio station was 
a "remnant of British rule" and under- 
mined Hong Kong's government. 

Many Hong Kong people were furious, 
not least because by using a meeting in 
Beijing to launch his attack, Mr Xu seemed 
to invite China's intervention. To make 
matters worse, Mr Tung—who was also in 
Beijing—initially failed to defend RTHK's 
independence. Indeed, he telephoned Mrs 
Chan to rebuke her for defending the 
broadcaster and for lashing out at Mr Xu. 


This played straight into the hands of those 
keen to ensure freedom of the media in 
Hong Kong. It may even buy RTHK a mea- 
sur? of security. On April 1st, the territory's 
prcvisional legislature will consider the 
broadcaster's future, and the possibility of 
it being overseen by an independent board 
of trustees. 

It is not just the civil service that con- 
strains Mr Tung. Public opinion, despite a 
woeful absence of democratic representa- 
tion, should not be underestimated. The 
support voiced for RTHK's programmes 
was one instance. On March 18th there was 
also popular revulsion at the government's 
decision not to prosecute Sally Aw Sian, the 
head of the Sing Tao group of newspapers. 
She hàd been investigated for fraud by 
Hong Kong's anti-corruption watchdog, 
which had recommended a prosecution. 
There was suspicion that she was not 
charged because of her mainland links, 
anc because Mr Tung used to sit on her 
board. The suspicion may be unfounded. 
But Mr Tung's justice secretary, Elsie Leung 
Oi-sie, by her own admission, failed to fore- 
see the public uproar that ensued. 

It may become harder, even more than 
in colonial days, for the government to turn 
a blind eye to the wrongdoings of the pow- 
erful. For if Hong Kong society has a defin- 
ing ideology, it may be the rule of law. The 
commitment of people to the law, says 
Yash Ghai, a professor at the University of 
Hong Kong, may be greater than their com- 
mitment to democracy. It certainly serves 
as a powerful substitute. 

In the economic sphere, perhaps the 
greatest constraint upon Mr Tung is the 
Hong Kong government's dependence on 
revenues from the local property-develop- 
ment cartel. Last year he promised to solve 
a chronic housing shortage by building 
85,000 new apartments a year. While prop- 
erty prices were rising—as they were until 
East Asia's financial storm struck—the de- 
velcpers were happy to co-operate. Since 
then, home prices have fallen by 35%. As a 
result, the property cartel, in effect, went on 
strike by refusing to bid at government 
land auctions, and by suspending some 
developments. Worse, Hong Kong's banks 
almost stopped offering credit. The govern- 
ment faced the prospect of collapsing reve- 
nues and an imploding economy. 

Mr Tung has been forced to retreat from 
his home-building targets, for now. Home- 
buyers have been offered tax breaks on 
their mortgages, developers are again bid- 
ding at auction and the banks are lending. 

What is important about Mr Tung’s 
constraints is that none of them has come 
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from across the border. On the contrary, se- 
nior mainland officials in private express 
bewilderment that Hong Kong “patriots” 
appear to want to throw away their Eng- 
lish-language advantage. And it is going to 
be harder than ever for the media-shy Mr 
Tung to keep out of the limelight now that 
China's new prime minister, Zhu Rongji, 
has shown himself willing to face hard 
questions from the media. 

With Beijing's influence so minimal, 
the pro-China sycophants of Hong Kong 
are now largely ignored. Even members of 
Mr Tung’s cabinet used to joke how the 
president of the provisional legislature, 
Rita Fan, had taken to Chinese clothes and 
an austere look, resembling Jiang Oing, the 
hated wife of Mao Zedong, Earlier this year 
a handful of Hong Kong's most powerful 
women took her aside and gave her make- 
up and tips on how to look more gentle. 
Now Ms Fan looks more like her old self. 
With elections (of a sort) for a new legisla- 
ture due in May, she has presumably de- 
cided that her constituency now lies on 
Hong Kong's side of the border. 





A party spending 


TOKYO 


bs E WANT to make sure that this 

package is the largest ever,” said 
Taku Yamasaki, the policy boss of Japan’s 
ruling Liberal Democratic Party(LDP) when 
on March 26th the party announced a plan 
to spend Y16 trillion ($124 billion) to help 
bail out the economy. The sum is bigger 
than a previous record package of February 
1994, which amounted to almost Y15 tril- 
lion. Enough, surely, to get Japan's mori- 
bund economy moving again? 

The LDP, however, was tantalisingly 
vague about what the package consists of, 
and exactly how much new money it wants 
the government to spend. On past evi- 
dence, the real level of extra spending will 
fall far short of the headline figure. There 
will be more cash for developing infra- 
structure, and some for minor tax cuts. But 
much of the rest will probably involve 
bringing forward spending that was al- 


ready allocated, or such things as pumping 
money into the stockmarket and buying 
land. This will not directly stimulate much 
demand. In all, perhaps only between Y5 
trillion to ¥7 trillion of the total will have a 
more immediate effect on growth. Along 
with the vagueness of the plan, this is why 
financial markets did not react to it with 
much glee. 

The problem is not just the amount of 
money involved, but how it is spent. Like 
most economists and Japanese opposition 
leaders, American officials have been prod- 
ding the Japanese government to cut taxes 
rather than spend more on public works. 
Of the Y75 trillion of fiscal packages an- 
nounced over the past five years, some Y38 
trillion was spent on public investment in 
one form or another. Yet even that gave the 
economy only the briefest of boosts. 

Big and lasting tax cuts, reckon most 
economists, would be far more effective. 
Unfortunately, such tax cuts would have to 
be financed by issuing lots of government 
deficit-financing bonds. But last November 
the government pushed through a law that 
gradually reduces the issuance of such 





The nuclear divide 


ISLAMABAD 


HE emergence of a Hindu nationalist 
gjr-led government in India has pro- 
voked plenty of reaction in neighbouring 
. Pakistan. The Bjr's declaration that India 
. could go openly nuclear was quickly de- 
| nounced by Pakistan's foreign office as a 
| "dangerous development for the region 
as well as for the world". Yet when Paki- 
stan’s prime minister, Nawaz Sharif, 
wrote to Atal Behari Vajpayee, his new In- 
dian counterpart, it was in conciliatory 
tone: congratulating him on his victory 
and inviting him to “work closely with us 
for ushering in a new era of durable peace 
and stability in South Asia.” 
The contrasting statements reflect Pa- 
. kistan's policy of using two voices in its 
dealings with what it considers to be a 
belligerent neighbour. Pakistan finds it- 
self in a bind on the nuclear issue. Offi- 
cially, it has neither acquired nor manu- 
factured any nuclear weapons, nor does it 
intend doing so. Its nuclear programme is 
only for "peaceful purposes". Yet there are 
strong suspicions that China may have 
passed on the blueprint for one of its 
older nuclear-bomb designs, and the 
prospect of Pakistan having the ability to 
assemble a bomb has led to a seven-year- 
old arms embargo by the United States. 
This has harmed the conventional forces, 
especially the air force, eager to acquire 
the latest fighter aircraft. 
Meanwhile, Pakistan has had to live 





with the reality that India, which ex- 
ploded a nuclear device in 1974, has the 
ability to assemble and deploy its own 
nuclear weapons. If India were to pursue 
its nuclear “option”, Pakistan could not 
afford to be left behind. But this would 
give their military rivalry a new and 
alarming edge. India and Pakistan have 
fought two of their four wars since their 
50-year-old independence over the dis- 
puted region of Kashmir, one-third of 
which is under Pakistani control. 
Skirmishes still break out. Recently both 
India and Pakistan have accused each 
other's secret services of being behind a 
series of terrorist attacks. 

While Mr Sharif is having to contend 
with his country's security problems, he is 
also trying to reform a battered economy. 
There are few bright prospects: Pakistan's 
debt grows larger every year, as industry 
and business flounder. The tax-collection 
system has broken down; agriculture, a vi- 
tal part of the economy, performs only 
modestly, and the public sector continues 
to be a burden, with most state firms 
nearly bankrupt. Diverting even more 
money into defence to counter new 
threats from India would cripple the 
economy even more. 

Hence Pakistan is hoping that the 
BJP's growl will be worse than its bite. In 
other words, that India's nuclear policy 
does not go through a qualitative change, 











Sharif has a wary eye 


and that Mr Vajpayee will not want to risk 
making his country an international pa- 
riah by raising the nuclear stakes. 

The danger, however, is that rational 
thinking could easily come unstuck. Paki- 
stan is not short of hawks itself, some of 
whom would support a more open nu- 
clear policy—not least because they think 
that would bring recognition and stature 
for Pakistan by making it a force to be 
reckoned with. Fortunately, such hawks 
are not numerous. But that is little com- 
fort to Mr Sharif as long as Pakistan and 
India continue to live in such a poten- 
tially explosive environment. 
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bonds to zero by 2003. 

Until now, the LDP has been staunchly 
opposed to changing the law. But now 
there are some signs that the party’s lead- 
ers—though not the powerful finance min- 
istry—appear to be shifting a bit. In an- 
nouncing the package, the party indicated 
it would think about changing the tax sys- 
tem. Koichi Kato, the LpP's secretary general 
and its number two, said that tax cuts 
would be considered by a reform panel. 

Yet there remain good reasons to sus- 
pect that the LpP will continue to stall on 
tax cuts. The main reason is that an election 
for the House of Councillors, Japan’s upper 
house, is due in July. Though not as impor- 
tant as the lower house, the upper house 
can cause frustrating delays and dilute pol- 
icy. The LDP is keen to regain the majority it 
lost in the upper house in 1989. This would 
allow it to ditch from the coalition govern- 
ment two smaller parties on which it pres- 
ently has to rely on for support. With oppo- 
sition parties in a shambles, the LDP 
reckons that it now has a chance to do that. 

Where do tax cuts fit into this? For a 
Start, it was the prime minister, Ryutaro 
Hashimoto, who was responsible for push- 
ing through the fiscal reform law which 
makes it difficult to fund tax cuts. An about- 
turn at this stage might require his resigna- 
tion. With no other obvious leaders, that is 
the last thing that the LDP wants. 

Tax cuts are also a blunt instrument. 
Public works, however, can be focused on 
specific districts where there is a need to 
impress voters. This does not mean the LDP 
will avoid tax cuts at all costs. The Japanese 
are under plenty of pressure from the 
United States, among others, to do some- 
thing meaningful to stimulate the econ- 
omy. But firm spending plans cannot be 
finalised until the regular budget is agreed. 
This has passed the lower house but will be 
delayed by the upper house. That will give 
the LDP time to reconsider its reluctance to 
cut taxes before the 67 summit in Britain in 
May. But the chances are that politics will 
still intervene, and the economy continue 
to suffer. Ultimately, of course, so too will 
the popularity of the Lpr: a thriving econ- 
omy was the rock on which its fortunes 
were based. 





Asia's new jobless 


The unwanted 


BANGKOK 


| Be recent wave of optimism buoying 
up the markets and currencies of South- 
East Asia is leading to talk that the worst of 
the region's economic turmoil may be over. 
But for hundreds of thousands of those 
most directly affected, it is only just begin- 
ning. As factories close, building stops and 
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On their way back to misery 


business slumps, low-paid illegal migrant 
labourers find their services surplus to re- 
quirements, 

Malaysia and Singapore have for years 
suffered acute labour shortages, plugged by 
immigrants from poorer countries. Now 
both fear an invasion of job-seekers from 
their giant neighbour, Indonesia. On 
March 22nd, 117 illegal immigrants in Sin- 
gapore were sentenced to up to six weeks in 
jail and four to six strokes of the cane. The 
prosecution asked for deterrent sentences 
because of an alarming increase in arrivals, 
the prospect of overcrowded prisons, and 
lack of resources to block new waves of 
illegals. “We are literally,” said a prosecu- 
tor, “a nation besieged.” 

Similar worries are felt in Malaysia, 
where foreigners make up more than 20% 
of the workforce, and there are already an 
estimated 800,000 illegal Indonesian im- 
migrants. The government finally accepted 
this week that the lush days are over, and 
predicted that growth in the coming year 
will be no more than 2-3% (still optimistic, 
some believe). Nevertheless, it has retreated 
from threats made in January to deport all 
foreign workers. It is negotiating the imme- 
diate repatriation of 17,000 and says 
200,000 registered foreigners will be sent 
back from August. On March 26th, a riot 
broke out at a detention centre near Kuala 
Lumpur. There were conflicting reports on 
the number killed. Meanwhile, 300-400 
new illegals turn up each day, despite a na- 
val operation guarding the west coast, fac- 
ing the Indonesian island of Sumatra. 

There, and in other parts of Indonesia, 
the prospects for the poor and jobless look 
grim whether they stay or leave. The econ- 
omy is suffering a wrenching contraction 
and the government estimates unemploy- 
ment has already doubled to about 8.7m. 
Indonesian officials point out that there is 
a “social buffer”. Breadwinners are used to 
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providing for several dependants. But with 
prices rising fast, many now worry about 
feeding their families. And because the 
Singaporean and Malaysian currencies 
have depreciated far less than the Indone- 
sian rupiah, the rewards for working there 
are even more attractive. So organised 
smuggling rings are able to charge a $100 
fare to those willing to risk the trip. 

Thailand, too, has withdrawn its im- 
plicit welcome for illegals. In 1997, some 
im were in Thailand—two-thirds from My- 
anmar, with smaller numbers of Chinese, 
Lao, Cambodians and Bangladeshis. Now 
the government wants them out. Immigra- 
tion officials say 100,000 have already re- 
turned to Myanmar, and a further 200,000 
wil soon follow. Besides the logistical diffi- 
culty of returning them, there are other ob- 
stacles: the borders are porous, so some de- 
portees slip straight back; as in any illegal 
enterprise, there is money to be made by 
corrupt officials; Myanmar’s own economy 
is suffering, and its junta treats people 
badly, so forced repatriation may reap in- 
ternational opprobrium. 

But some of the workers are needed. 
Their jobs are often described as the 3-Ds 
(dirty, difficult and dangerous). They are 
also lowly paid, and even now Thai em- 
ployers complain they cannot find locals to 
replace them. Yet Angkarb Korsieporn, a 
demographer at Bangkok’s Chulalongkorn 
University, says that of ten government de- 
partments with an interest in the issue, 
only one, the fisheries ministry, defends the 
advantages the migrants bring. 

In retrospect, the flexible, if unregu- 
lated, labour market has been one of the 
strongest indicators of greater regional eco- 
nomic integration. Now, in Singapore, Ma- 
laysia, and even in some quarters in Thai- 
land, it is seen as a serious threat to 
national security. 
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Tajikistan 


This way, the 
Hitlerites 


DUSHANBE 


I the decrepit Volga taxis that ply Du- 
shanbe's streets, Tajikistan's peace pro- 
cess shudders and splutters, but somehow 
keeps moving. A peace agreement was 
signed last year, designed to end years of 
civil war and pave the way for democratic 
elections. After months of haggling, the 
United Tajik Opposition (urO), which em- 
braces a number of militant Islamic 
groups, reached terms with the Russian- 
backed government of President Imamali 
Rakhmonov. The deal looked doomed in 
February, when the uTo’s deputy leader, 
Akbar Turajonzoda, refused to return from 
exile in Iran without a written promise of a 
government post. Mr Rakhmonov said he 
would appoint no one without seeing him 
first. Killings and kidnapping were once 
again blighting Dushanbe's suburbs. 

After two weeks of brinkmanship, Mr 
Turajonzoda was made first-deputy prime 
minister responsible for economic rela- 
tions with the Commonwealth of Indepen- 
dent States, which carries little clout. 

Dozens of lesser opposition leaders 
wait around in Dushanbe's hotels hopeful 
for other government posts—30% of which, 
the peace agreement says, must be given to 
the vro. Black-bearded, Kalashnikov-tot- 
ing ex-guerrillas, their long hair swept back 
in bandannas, stand guard in the hotel lob- 
bies, just in case a renegade warlord should 
try to eliminate an old enemy. 

Opposition fighters around the country 
have begun to move from their mountain 
strongholds to UN-monitored camps. 
About 500 were expected. Already more 
than 3,000 have turned up. The UN esti- 
mates another 2,000 are yet to come. Many 
of the fighters who have been unwilling to 
leave their hideouts follow Mr Tura- 
jonzoda. His influence is crucial in per- 
suading them to register with the UN. 
Among recent arrivals at camps close to 
Dushanbe are men under the leadership of 
Rahmon Sanginov, a warlord who calls 
himself Hitler. It is hoped that all the fight- 
ers, including the Hitlerites, will join the 
Tajik army. Alarmingly, fewer weapons 
than expected are being declared, raising 
fears that caches of guns are being kept in 
the hills, just in case fighting resumes. 

Politically, the next sticking point is 
likely to be amending the constitution. The 
UTO objects to the word "secular" in a 
phrase defining the nature of the Tajik 
state. It fears it will be used to ban the for- 
mation of an Islamic party to contest elec- 
tions scheduled—unrealistically—for July. 
The government, true to its Soviet heritage, 
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insists the word stays. If an amended con- 
stitution is agreed, it has to be submitted to 
a referendum. 

Some accommodation will have to be 
reached with the relatively wealthy north- 
ern region around Leninabad. Prominent 
Leninabad politicians, militarily weak, 
have so far been excluded from the peace 
process. This month, the brother of a lead- 


ing politician was sentenced to death for, it 
was alleged, taking part in a grenade attack 
on Mr Rakhmonov's motorcade. Unless the 
president grants clemency, the north-south 
rift could deepen. 

Tajikistan s neighbours are another 
problem. The Tajik government is believed 
to have mortgaged chunks of the country's 
future economic wealth, notably in alumi- 
nium, to Russia for a desperately needed 
loan. Russia fears Islamic influences in its 
old empire and will seek to keep a hold on 
the country through the deal. Russian 
troops are likely to stay in the country for 
the foreseeable future. Uzbekistan's auto- 
cratic regime also fears an Islamic-leaning 
government in Tajikistan. 

Nevertheless, despite its problems, Ta- 
jikistan could blossom into Central Asia's 
first real democracy. Dushanbe's taxis usu- 
ally reach their destination, if not very fast. 
AnA a a IEEE eee 





The hesitant prince 


BANGKOK 


poor Prince Norodom Ranariddh, 
Cambodia’s first prime minister, 
. fled the country last July, even his kinder 
critics disparaged him asa political ama- 
/ teur alongside Hun Sen, the second 
| prime minister, who deposed him in a 

coup. Now that the prince's political role 
| is being restored, he seems as ready as 
ever to prove his critics right. 

On March 30th Prince Ranariddh is 
due to fly from Bangkok to the Cambo- 
dian capital, Phnom Penh, to try to re- 
build his royalist party and prepare for 
an election which Mr Hun Sen wants to 
take place at the end of July. A former 
United States congressman, Stephen So- 
larz, some European parliamentarians 
and sundry ambassadors are expected to 

escort him. Their presence is intended to 
reassure the prince that he will not be- 
come, in his words, “Asia’s next Aquino”, 
. referring to the Philippine opposition 
leader who was murdered during the 





Marcos era, on his return to Manila. 
Given the number of Prince 
Ranariddh’s supporters killed by Mr 
Hun Sen’s henchmen, his concern is not 
unreasonable. The proposed day of his 
return is also the anniversary of a gre- 
nade attack intended to kill the prince’s 
opposition ally, Sam Rainsy. The gre- 
. nades missed him, but killed 19 others. 
| As with other killings, no one has been 
| brought to justice. 
| Cambodian opposition politicians 
do not think they or the prince are at risk, 
at least in the capital. Prince Ranariddh’s 
return was made possible by a Japanese- 
brokered plan under which a military 


court convicted the prince of smuggling 
weapons and colluding with Khmers 
Rouges. The prince's father, King Noro- 
dom Sihanouk, then gave him a royal 
pardon, after cautiously waiting for Mr 
Hun Sen’s written agreement. 
On the face of it, the prince’s return is 
a reverse for Mr Hun Sen. It demon- 
strates international disapproval. Mr 
Hun Sen agreed to the Japanese plan 
only after strong pressure from foreign _ 
governments whose aid accounts for the 
bulk of Cambodia’s finances. They want 
an election open to all parties. Mr Hun 
Sen may worry that he could still lose an 
election that was free and fair. However, 
he may count on the dominance of his 
Cambodian People’s Party machine at 
grassroots level, and the fear engendered 
by the murders and disappearances of 
his opponents. And if that were not | 
enough, there is always the conduct of | 
the prince. 
| 











Even after eight months in exile, 
Prince Ranariddh shows no great readi- 
ness for the battles ahead. His initial in- 
tention, after receiving his pardon, was 
to return to Cambodia for just three days. 
He planned to take a floor of a luxury ho- 
tel as his headquarters and commute be- 
tween there and Bangkok Mr Sam 
Rainsy called on March 25th for the elec- — 
tion to be delayed, to allow more time to 
prepare for a fair contest. The prince, he 
said, “definitely” supported this. The 
same day, however, the prince said the 
end of July was fine by him. With an ene- 
my like this, Mr Hun Sen may feel he 
doesn't need friends. 
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ington: briefing papers, spin-doctors 
ig egos clamour for attention, blot- 





America’s senators gathered in the Old Sen- 
ate Chamber, the lavishly restored room 
where their predecessors debated: from 
:4820 to 1859, to listen to Mike Mansfield, a 


former Senate majority leader who at 95 


seems like history personified, and who 
read out a speech composed 35 years ago. 


In one sense, the speech served to hum- - 
ble the senators (a group that could gener- 


ally do with humbling), by reminding 
them that the issues on which they pontifi- 
cate once animated others, too. Yet, in an- 
other sense, the speech was less construc- 
tive. For it was hard to escape the feeling 
that Mr Mansfield was propounding a con- 
cept of the Senate that has, over the inter- 
vening third of a century, reduced the 
digas to a laughing-stock, 

<o It may seem unkind to single out the 
Senate for opprobrium. The presidency, af- 
ter all, does not look all that dignified at the 
moment. The judiciary, for its part, is sus- 
pected of malicious "activism", of making 
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'HE present crowds the mind in Wash- , 


hemories of political battles that - 
equally pressing in their time. On. 
Tuesday, however, the past reasserted itself. 


policy rather than merely interpreting the 
law.And theSenate's sister body, the House 
of Representatives, i is hardly the object of 


veneration; just this week, it produced a 


transport bill so pork-laden as to bury the 


Republican majority's claim to fiscal pro- 
bity (see next story). All talk of “Republican 
revolution" should now be banned. 

And yet the Senate has a special claim to 


mockery. Unlike the other bits of govern- 
ment, it is not merely a checker and bal- 
. ancerofrival institutions. [t isso chaotic, so 
. unfocused, that each individual senator 
acts as a check on all the rest. The Senate's 
rules permit any senator to offer an amend- 


ment on any bill at almost any time; they 


permit any senator to block any bill by fili- 


buster; they permit any senator to demand 
that any bill be put on hold. These blocks 
can generally be overcome only with the 
support of a "supermajority", meaning ei- 
ther 60 or 67 out of the 100 senators, de- 
pending on the issue. At no time since 1979 
has one party held 60 seats, let alone 67. 
Mr Mansfield led the Senate's Demo- 
cratic majority from 1961 to 1977: that he 
should have survived that ordeal, and 
handily, is tribute to his steel. His speech on 
March 24th was written to defend his style 


f is ‘chaos: and, as it happened, fresh proof of 


| Mansfield S T The age Republ 


| courts; ihe Dens e tł 


isso used to delay that it did not. In the past 


plained Senator Joseph Biden. “The Poles 
| and Czechs have been waiting for 50 years." 







of leadership. iden Jo 1 
cessor, had imposed on th 
some kind of discipline; but 
preferred to let his colleagues xplore 
outer reaches of their obstructive po 
The Senate, he said, should operate *by ac- 
commodation, by respect for one another, 
by mutual restraint", rather than by top- 
down direction. Mr Mansfield tooka swipe 
at Johnson’ s wily forcefulness, refusing to. 
act like “a circus ringmaster, the master of — 
ceremonies of a Senate night club, a tamer | 

ofiionsorawheeleranddealer"^ = ^^ 00 
Unfortunately, the price of this refusal ^ 























this had presented. itself just before Mr 









amendingitto death. Trent L 
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shaping of ait would wait, ha 
“until the Senate indicates a willingne 
stay focused.” It would wait, therefore, until 
at least late April, since nothing could per- — 
suade senators to give up their two-week 
break in the first half of that month. 

You might suppose that this would 
have raised some eyebrows. But the Senate: 


year or so, the Senate's obscure rules have. © 
blocked the confirmation of William Weld, 
a well-qualified nominee for the post of 
ambassador to Mexico; they have blocked a. .. 

campaign-finance bill from. being voted. 
on, even though a majority of senators sup- 
ported it; they have held up the confirma: 
tion of judges, leaving a depleted federal 
bench. And so, this month, even supporters —— 
Of NATO enlargement failed to muster out- 
rage. "There is, in fact, no urgency," ex- 





To justify delays, the Senate's defenders 
say ‘that time is needed to consider serious 
leg:slation seriously. The Senate claims to 
be the greatest deliberative body on earth. 
Alan Simpson, who graduated recently 
from the Senate to the Kennedy School at. | 
Harvard, says proudly: “There is no imme- - 
diacy in the Senate: any major piece of leg- ai 
islation is going to take six to ten years" 
But the notion that slowness promotes: — 
erudite debate is unconvincing. The NATO. 
debate began one day with virtually no no- 
tice, because a gap had appeared in the Sen- ^ 
ate schedule; it continued by fits and starts, _ 
as other business permitted; now it has - 





3 














ae ee but not becau: 

claims that senators need more tne to 
weigh the issues involved, The Senate's de- 
bates, in fact, are so monstrously dull that 
even senators are reluctant to attend them. 


empty but fora lonely speaker anda couple 
of colleagues awaiting their turns. 

All of which makes Mr Mansfield's 
proud defence this week of his own non- 
leadership surprising. And vet, to be fair, al- 
though senatorial chaos did grow apace un- 
der his stewardship, it might have 
mushroomed just as quickly under any 
other leader. For the Senate has been buf- 
feted by the same forces that have assailed 
all branches of government. From the start, 
it was unlikely to withstand them well. 

Mr Mansfield took the Senate's helm 
when John Kennedy moved into the White 
House, and this timing goes a long way to 
explain his passive style. For Kennedy's 
election had shown that, in the new televi- 
sion age, a young senator could appeal di- 
rectly to voters if he had enough charm and 
money; it did not matter that, in the view of 
his Senate colleagues, he had contributed 
little to legislation or debate. This example 
encouraged others to use the Senate as a 
platform from which to publicise them- 
selves, and prepare for higher office. Ap- 
pearing in the Senate chamber mattered 
less than appearing in public. It became 
more important to sound striking on televi- 
sion than to strike deals with fellow sena- 
tors that would get bills passed. 

-  Asaresult, the obstruetionism long per- 
.. mitted by the Senate's rules grew out of 

hand. In the 1940s and 1950s, senators 
threatened a filibuster only a handful of 
times each year, according to a new book 
on the subject, “Politics or Principle?", by 
^Sarah Binder and Steven Smith (Brook- 
. ings). But in the late 1960s and early 1970s 
. filibusters became commonplace, and 
were no longer restricted, as they had been, 
to the most emotive subiects, such as civil 
rights. In the 1990s, the filibuster has been 
trivialised. Senators threaten it even when 
they have no deep objections to the target 
legislation, only a desire to extract conces- 
sions on some unrelated pet scheme. 

In short, the Senate's rules permit 
smooth functioning only if its denizens 
choose to restrain themselves from exercis- 
ing the full range of their powers. Alas, al- 








their predecessors, their self-restraint has 


colleagues’ consciences. That was a half 
plausible tactic 35 years ago. It no longer is. 





The time has come to amend the Senate's 

rules, so as to curb the p power of minority 
foot-draggers. The trouble is that any such 
proposal would die at the hands of the ob- 
structionism it i hoped tc to cure. 








Hey, big 
spen ders! 


At any given time, the chamber is apt to be _ 


though senators still affect the clubbiness of 


all but vanished. Mr Mansfield hoped to. Í i | 
delay this degeneration byappealingtohis p 





he budget. and J congress A 


WASHINGTON, BC 


|EMEMBER the Republican radicals 
who swept into Congress in 1994, de- 
Pn) to make the federal government 
leaner and meaner? Remember last year's 
balanced-budget agreement and the fan- 
fare with which both the Clinton adminis- 
tration and the Republican Congress ap- 
plauded their own fiscal prudence? 
Judging by the transportation bill, a mam- 
moth piece of pork-barrel legislation cur- 
rently winding its way through Congress, 
the revolutionaries are waxing fat and fis- 
cal discipline has been quickly forgotten. 
Every six years or SO 
Congress decides on fed- 
eral spending for America's - 
roads, bridges and public- 
transport systems. This leg- 
islation always prompts a 
feast of pork-barrel politics, 
as legislators vie for feder- 
ally financed projects in 
their districts and states. 
But this year has produced 
unprecedented profligacy. 
On March 12th, by a huge 
majority of 96-4, the Senate 
passed its version of the 
bill. This would authorise 
spending of $214.5 billion over the next six 
years, almost 4096 more than the previous 
transportation bill, $45 billion more than 
the administration proposed, and nearly 
$30 billion more (over five years) than was 
agreed in last year's balanced-budget deal. 
On March 24th, the House Transporta- 
tion Committee agreed to an even fatter 
version. It authorised $217 billion of spend- 
ing over the next six years and, unlike the 


^. Senat 


Number of projects 








à "included ee billion for a | 

1000 specific “high-priority” projects (see 
chart). Since these projects—ostensibly to 
demonstrate new ways of building high-- 
way systems—do not come out of a state's 





overall allocation of federal highway 


money, they are pure pork. 
The barrel is distributed by the Trans- 


portation Committee (unsurprisingly the 


largest-spending committee in Congress) 
and particularly by its powerful chairman, 
Bud Shuster, a 13-term Republican con- 
gressman from Pennsylvania. This year, Mr 
Shusters committee received 2,000 re- 
quests for priority projects, an average of 
more than four per congressman. His com- 
mittee said yes to 1,000 or so, covering 80% 
ofall congressional districts, and including 
such national transport priorities as the 
construction of an "intermodal centre" at 
the Missouri Botanical Garden. 

This explosion of trans- 
port spending is a tale of 
politics at its worst. First, as 
part of the 1997 balanced- 
budget deal lawmakers 
agreed to move to the High- 
way Trust Fund the pro- 
ceeds of a petrol-tax in- 
crease of 4.3 cents a gallon 

that President Clinton in- 

troduced in 1993 for deficit 

reduction. This fund, 
which finances most fed- 
eral transport spending, al- 
ready receives all other pet- 
rol-tax revenue. 

Mr Shuster and other asphalt-oriented 
congressmen saw this as à new pot of gold 
to be spent. And a bigger pot made it more. 
palatable to shift transport-spending prior- 
ities. In the past, such spending has been 
skewed heavily towards populous north- 
eastern states. Às congressional power cen- 
tres have shifted, so Republican legislators 
from southern and mid-western states have 
demanded a more equitable distribution. 
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When shooting is child’s play 


I WAS an aberration, people said. 
When two boys, aged 13 and 11, fes- 
tooned themselves with firearms and 
went to their school in Jonesboro, Arkan- 
sas, to kill four schoolgirls and a teacher 
and wound 11 others, it was not 
part ofa trend. Violence in the pub- 
lic schools has been decreasing, 
and the overall juvenile-crime rate 
in America fell by 12% between 
1994 and 1996. According to the 
| Justice Policy Institute, almost 95% 
| of all juvenile arrests are for loiter- 
ing, trespassing, stealing hubcaps, 
| or taking sweets from shops. 
| In the wake of the shootings, 
| President Clinton asked the attor- 
ney-general, Janet Reno, to look for 
common elements in the latest 
rash of violence in schools. It 
would not take a genius to find 
one. In mid-December, a 14-year- 


old hid in a tree in Stamps, Arkansas, and 
shot two pupils, wounding them. On De- 
cember Ist, a student shot and killed three 
colleagues in Paducah, Kentucky. In Octo- 
ber a boy in Pearl, Mississippi, opened 





Appalled in Jonesboro 


UNITED STATES 


| 
fire on two girls, killing both. The offend- | 


ers, or others speaking for them, all said 
they had been bullied or hurt in love. That 
makes one pattern, which little can be | 
done about. They then went and got guns, 
with which they could take the maximum 
revenge. Finding the guns was simple | 
enough; in the country parts of the South, — 
where most people hunt, firearms | 
lie around the house. They are not 
so hard to come by in urban bed- 
rooms, either. | 
Arkansass governor, Mike | 
Huckabee, speaking after the | 
shootings, blamed “a cultural dis- | 
ease" that numbed children to vio- | 
lence, and which “we've got to ad- | 
dress" He might begin by 
reviewing the laws of his own state. 
Arkansas law allows minors to 
own rifles and shotguns; it does | 
not, however, allow them to be 
tried as adults or to stay in jail be- | 
yond their 21st birthdays, no mat- 
ter how violent the things they do. | 





The Senate version of the bill, for instance, 
guarantees each state a minimum return of 
91 cents for every dollar it pays in petrol 
taxes. Politically, it proved easiest to redi- 
vide the pie by simply making it bigger. 

And the House's lawmakers have every 
intention of holding on to their pot of gold. 
Mr Shuster's committee intends to take the 
Transportation Trust Fund "offbudget", 
an absurd move (opposed by the adminis- 
tration and key senators) that would free 
transport spending from any of the spend- 
ing caps and other strictures that cover 
non-entitlement spending, and protect Mr 
Shuster's pork for ever. 

Whatever its political origins, the trans- 
portation bill will either make a mockery of 
fiscal prudence or demand big cuts in other 
spending programmes. The Senate version 
of the bill mentions some offsets, such as 
reversing the decision to compensate veter- 
ans for smoking-related illnesses. Not only 
are these suggested offsets likely to be insuf- 
ficient, they will also be unpopular. The 
House bill does not even mention offsets. 
In a way this is not surprising. As unexpect- 
edly high tax revenues keep pouring in, 
congressmen have surpluses, not strin- 
gency, on their minds. And as Bob 
Reischauer, a former head of the Congres- 
sional Budget Office who is now at the 
Brookings Institution, points out, "The first 
one to the bar can order the drinks." 

This betrayal of the small-government 
creed has many diehard Republicans 
screaming. Steve Moore, a budget expert at 
the Cato Institute with strong ties to the Re- 
publican leadership, calls the transporta- 
tion bill *arguably the most irresponsible 
spending bill...in 20 years" A few con- 
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gressmen criticise it publicly. John Kasich, 
the Republican chairman of the House 
Budget Committee, calls the bill egregious. 
David Minge, a fiscally conservative Demo- 
crat from Minnesota, regards it as “a re- 
pudiation of almost everything President 
Clinton set forth in his budget message.” 

A small band of congressmen hope to 
convince their colleagues of the bill’s conse- 
quences: either the loss of other popular 
programmes, or the end of fiscal prudence. 
They are unlikely to succeed. Plentiful pork 
and an election year are, alas, an unstoppa- 
ble combination. 





Drug abuse 
A social profile 


WASHINGTON, DC 


OWDERED cocaine, heated with bak- 

ing soda and water, yields a hard sub- 
stance that can be broken into bits and 
smoked. Chemically, the difference be- 
tween the substances is slight; physiologi- 
cally, crack merely works faster. Under fed- 
eral law, however, the difference is vast. 
Possession of five grams of crack cocaine 
earns at least a five-year mandatory jail sen- 
tence. It takes a hundred times that weight 
in powder to bring the same penalty. 

For years, this disparity has been called 
discriminatory. More than 400,000 men 
and women (eight times the number in 
1980) were in America's jails in 1997 for vi- 
olating drug laws; but, whereas 85% of con- 
victed crack-possessors are black, 58% of 
convicted powder-possessors are white. 


The stiff punishment for possessing small 
amounts of crack is a chief reason why 
more than a third of black men in their 20s 
are either in jail or on probation. 

Critics are given new ammunition by a 
study released this month from the Na- 
tional Institute of Justice. The study, a pro- 
file of drug consumers in six American cit- 
ies, concludes that, on top of the whopping 
difference in punishment, crack-users are 
far more likely to get caught in the first 
place. Crack-buyers, it found, make deals 
more often and *under conditions that ex- 
pose users to risk ofarrest (for example, out- 
doors, where they are visible to law enforce- 
ment)" And crack-users have a larger circle 
of dealers, which introduces additional 
risks: an unknown dealer could be a police- 
man, or co-operating with one. 

Some say the report merely confirms 
common sense. "Powder-purchasers get 
their stuff by beeper; even big-scale crack- 
buyers do that,” says Adam Smith of the 
Drug Reform Co-ordination Network. "It's 
the poor crack-purchasers who go out and 
buy when they get $5 in their hands whoare 
most likely to get caught." It nevertheless in- 
troduces first-hand evidence to a debate of- 
ten couched in generalities. Researchers in- 
terviewed 2,056 recently arrested users of 
powder-cocaine, crack-cocaine or heroin in 
Chicago, Manhattan, Portland, San Anton- 
io, San Diego and Washington, pc. Jack 
Riley, the author, says he was surprised by 
their willingness to talk, sometimes with 
no more inducement than a chocolate bar 
at the end of the interview. 

What they said was unexpected. For ex- 
ample, though the violence associated with 
the crack trade is cited to defend stiffer pun- 
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ishments, crack-users in four ef the six cities 
were the least likely to carry a gun while 
making a purchase; powderbuyers were 
the most likely to do so. 

The source of drug-buyers’ income also 
broke the stereotypes. Some 57% of crack- 
buyers in Chicago reported *straight" work 
as their primary source of inceme before ar- 
rest, compared with 10% who cited drug- 
dealing. Yet substantial fractions of those 
interviewed—in every city and for all drug 
types—said that welfare had been their pri- 
mary source of income before arrest. 

The report found that a large number of 
crack-users, ranging from 27.4% in Chicago 
to 36.4% in San Diego, had abstained from 
smoking it for at least 30 days in the three 
months before their arrest. Even some her- 
oin-users, whose drug is by far the most ad- 
dictive of the three, reported long stretches 
of abstinence: from 6.3% in San Antonio to 
40% in San Diego. When they were asked 
why, 27% of crack-users in Manhattan re- 
plied that they were “not a daily or depen- 
dent user", as did 31% of herpin-users and 
57.1% of powder-users. 

Differences among cities were striking. 
Mayor Rudolph Giuliani of New York can 
take pride in the news that, among users 
who said they had failed to get drugs at least 
once, Manhattanites were far more likely 
than those in other cities to report police 
activity as the reason. But those arrested in 
Manhattan were the most likely to test posi- 
tive for cocaine, and the second most likely 
to test positive for heroin. 

The report does little to change the basic 
assessment of America's waron drugs: that 
it has curbed casual abuse, but not serious 
addiction. Yet policymakers can perhaps 
be forgiven for continuing on a confused 
path. A survey reported in the latest issue of 
the Journal of the American Medical Asso- 
ciation demonstrates that the public is no 
less confused. According to the survey, 82% 
of those polled called illegal drug use “a big 
problem for society"; but only 27% said it 
was a big problem in their own communi- 
ties, and only 19% said that it had ever 
caused a problem in their own families. 





Cities and the environment 
Will salmon sink 
Seattle? 


SEATTLE 


OGGERS in Washington state have long 
borne the brunt of environmental rul- 
ings from the other Washington. In order to 
keep forests green and rivers clean for city 
folk, and in order to save the spotted owl 
and other woodland creatures, scores of 
them have lost their jobs. Sc, when a logger 
was asked the other day to comment on the 
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fact that Seattle and other cities near it 
might soon be asked to bear the brunt of 
restoring “endangered” salmon runs, he 
could hardly conceal his glee. “Fine,” he 
said, “Let’s see how they like it.” 

In late February the National Marine 
Fisheries Service said that several species of 
salmon that live in Washington state may 
be about to be listed under the Endangered 
Species Act (ESA), the federal government's 
environmental equivalent of the hydrogen 
bomb. Washington is not alone: the fisher- 
ies agency says that it may give 13 different 
salmon species endangered status in a 
broad sweep of land from central Califor- 
nia to the borders of British Columbia, po- 
tentially the most extensive ESA listing in 
the 20-year history of the act. But certainly 
Washington state has the most to lose. 

Chinook salmon were once caught in 
huge numbers in Puget Sound, the body of 
water that lies beside Seattle and other big 
cities in the state (see map). Now those runs 
are numbered only in thousands. An en- 
dangered listing for Puget Sound chinook 
would encompass the most urbanised and 
densely populated area yet involved in an 
attempt to restore or save an endangered 
species. More than 3m people live around 
Puget Sound, a number growing fast as in- 
ternationally known companies such as 
Microsoft, Boeing and Starbucks flourish. 

After the threat to list salmon, Gary 
Locke, the state's Democratic governor, and 
other state politicians tried hard to engen- 
dera sense of panic. If salmon are listed, Mr 
Locke said, hardly a housing development, 
timber sale or road project in the state 





could proceed without considering its im- 
pact on fish. An estimated cost of $1 billion 
just to meet water-quality standards was 
tossed around. Cities, counties and the 
state scrambled to set up taskforces, and 
dave warning of dire consequences if 
things were not set straight. 

All of which was greeted with a collec- 
tive yawn. The fact is, much of the West has 
for years been living with the threat of hav- 
ing its economy and its free-wheeling ways 
whacked with a cold fish; but previous at- 
tempts to curb those ways have had pre- 
cious little effect on the salmon. In the late 
1980s, plunging salmon runs in the Colum- 
bia River between Oregon and Washington 
spurred $3 billion-worth of effort, ranging 
from trucking salmon around dams and 
hunting illegal fishers with radar to fitting 
fish with little radio collars; but salmon 
runs in the Columbia have dropped from 
2.5m in 1987 to just over 900,000 today. 

Most people who have studied fishery- 
restoration efforts see no chance that the 
current attempt will prove any more suc- - 
cessful. There is not even a consensus on 
what one should do to save endangered 
salmon. Hatcheries were tried once, with 
the result that a lot of ill-bred fish got into 
the gene pool. Timber-cutting was blamed 
fora while, but most commercial tree farms 
have more fish in their rivers than in those 
of urban areas. Earnest greens dumped 
boulders and logs into streams to create 
natural conditions, while a mile down- 
stream someone else was undoing all that 
benefit by dredging or laying culverts. 

Around Seattle, in fact, the sheer num- 
ber of people—and their diversity—means 
that years will probably pass before sub- 
stantive changes are made. Counties, cities, 
industry groups, fishing groups, Indian 
tribes, farmers and loggers (to name only a 
few of those with an interest) will need to 
agree on what is to be done and will resist 
any rulings they dislike. The likeliest out- 
come is a few showpiece projects com- 
bined with years of wrangling over who 
must mend their ways. 

Which would be a shame, says James 
Karr, a fisheries biologist at the University 
of Washington. Mr Karr sees the current 
rhetoric about saving salmon as beside the 
point. Although salmon are lovely, so too 
are pristine forests, healthy mountain 
streams, clean rivers for drinking water and 
recreation. All these draw Americans in- 
creasingly to the north-west; and while peo- 
ple focus on one threatened species, other 
things worth saving may be neglected. “I 
believe,” says Mr Karr, “every child ought to 
have near their home a stream where they 
can go and pick up a rock and see some- 
thing alive under it. Adults are obsessed 
with salmon; children just like to see some- 
thing living.” Adults may dither for years 
while that simple idea is ignored. 
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There was once a very wise man in 

a far off land who discovered an ingenious 
means of passing through solid walls. 

Can you guess his secret? 
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Neither 
is a pogo stick. 





UNDERSTANDING LOCAL CULTURE 


The ways of the world are often perplexing. Seen from afar, the local customs of faraway places 
seem unfathomable. Yet often, cultural differences are more perceived than real: walls erected against 
outsiders to engender mysteries where none really exist. 

At Paribas, our guiding discipline is to combine the financial strength of a global giant with the 
cunning of local insight to break through the barriers of cultural differences in order to distinguish between 
real differences and those that are merely perceived. 

Internationalism is a defining element of Paribas culture. Founded over 125 years ago, Paribas 
has built a formidable international structure. With an organisation based on investment banking and 
industrial sectors, no other bank can equal its experience in crossing firancial frontiers. 

Paribas Advisory Services concentrates on developing areas of specific expertise. By anticipating 
our clients’ needs before they occur we are able to leverage the bank's resources to provide more 
pertinent, more comprehensive and more innovative solutions. 

Which brings us to the problem of the wall and the conclusior that the wise old man believed 
just as much as we do in the wisdom of simplicity. His secret method of passing through solid walls? 
It's a door. http://www.paribas.com 


[1 PARIBAS Thinking beyond banking 


kids County is the second largest 
information technology center in the 
world. And the conduit for more 


than half the world’s Internet traffic. 
That's why it’s the perfect setting for 


most important significant events like the 1998 World 
ill make a pilgr 


Congress on Information Technology. 
And for significant businesses like 


e Internet. 


yours. Call 703-790-0600 or visit our 
Web site. And move your business 
to Fairfax County. The choice of 


RLD ONGRESS ON INFORMATION TECHNOLOGY! 





www.FairfaxCountyEDA.org 
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Economist Germans 


` - 
It s a free world. 


The Economist Screensaver is available free on The Economist 
Website at www.economist.com. It brings a wealth of useful 
world information to your desktop PC or laptop. 





World time clocks are automatically set by your computer's clock. 


The month's upcoming major world events scroll across the screen together with intriguing statements 
and quotes from people who got things fantastically wrong. 


Detailed statistica! analysis on more than 60 countries from the best-selling Economist Pocket World 
in Figures are just a click away on the navigable globe. 


A direct link takes you through to The Economist Website. Here you will find 
selected articles from The Economist, a two year archive of back issues and free 
weekly e-mail news summaries. You can also subscribe to the full Economist Web 
Edition at the special introductory price of £30/US $48. 





To run the screensaver you will need: Windows 34, 3.11 or Windows 95, a 486/66 processor or better, 


| Mb hard disk space and at least 256 colour display with 640 x 480 resolution. WWW. economist. com 























Gypsies in America 


From open road 
to Internet 


WOODLAND HILLS, CALIFORNIA 


T THE end of last year, a bill in New Jer- 

sey removed from the books the last 

law in the United States aimed at a particu- 

lar ethnic group. The law, dating from 1917, 

allowed the state’s towns to “license and 

regulate ... roving bands of nomads, com- 
monly called gypsies.” 

In a country with so many vocal ethnic 
groups, America’s gypsies (known as 
“Roma” to themselves) hardly get noticed. 
To begin with, most of them do not roam 
around; they live in houses, and conceal 
their ethnic identity when they rent a new 
home. Only the ubiquitous fortune-telling 
salons, a feature of every big American city, 
give their presence away. Their numbers 
range anywhere from fewer than 100,000, 
according to the Census Bureau, to more 
than 1m, according to some of the Roma. 

Matters are complicated by the fact that 
many American gypsies, when asked, pre- 
fer to identify themselves by national ori- 
gin. America's Roma are divided into a be- 
wildering array of ethnic and cultural sub- 
groups from almost every country of 
Europe and the Middle East. Even Bill Clin- 
ton is said to have gypsy blood; his biologi- 
cal father, William Blythe, may have been 
one of the Blythe clan, a gypsy family from 
the Scottish borders. 

Americans in general still have trouble 
thinking of a gypsy as a member of an eth- 
nic group, rather than a stock character in a 
film set in Transylvania. And they still en- 
tertain some lively prejudices. Several self- 
appointed "experts" in gypsy crime make 
lucrative careers out of lecturing police 
forces on the supposed criminal tricks of 
roaming families of gypsies, and alleged 
victims of *gypsy swindles" are a staple of 
the chat shows. Not that such swindles do 
not happen: some fortune-telling gypsies, 
for example, use psychological manipula- 
tion to predict disaster unless their clients 
give them large amounts of money. But gyp- 
sies also suffer from the fact that the racke- 
teering laws impose stiffer sentences for 
members of a "criminal conspiracy"— 
which, in the eyes of at least some authori- 
ties, gypsies are. 

Many of America’s gypsies still keep to 
the ways of outsiders. Although they have 
branched out into other occupations, their 
distinctive trades, as in Europe, include 
scrap-metal dealing, car repair and fortune- 
telling. Fortune-telling is intensely contro- 
versial among the American Roma. Some 
see it as a legitimate business enterprise; 
others say it reinforces stereotypes, besides 
encouraging young gypsies to drop out of 
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school. Education, indeed, is a controversy 
in itself. Some families prefer to take their 
children out of school after six or seven 
years, not wanting them to lose their gypsy 
distinctiveness. And, at least in private, 
these distinctions are still strong: not only a 
different language, but arranged marriages 
and strict laws of purity. 

Nonetheless, this is still not an ethnic 
group that has ever asserted itself—until 
now. The end of 1997 saw the American 
Roma score two big victories. The New Jer- 
sey law was one; the other involved gypsy 
representation on the Holocaust Memorial 
Council, which oversees the Holocaust Me- 
morial Museum in Washington, DC. 

The council had one gypsy represen- 


UNITED STATES 


tative, William Duna; his term expired last 
year, and it seemed at first as though the ad- 
ministration would appoint a non-gypsy 
to take his place. But America’s Roma (who 
have long resented the lack of recognition 
for gypsy suffering in the Holocaust) and 
their allies lobbied so vigorously by tele- 
phone, fax, letter and e-mail that they per- 
suaded the administration to think again. 
Mr Clinton appointed Ian Hancock, a 
Roma who isa professor of linguistics at the 
University of Texas, to the council at the 
end of November. 

Mr Hancock was also the founder, in 
1992, of Romnet, an e-mail discussion 
group for and about gypsies. (Address: 
www.rroma.com.) A transnational ethnic 
group and a global communications me- 
dium seem a perfect fit, and Roma 
websites—both official and unofficial—are 
proliferating. Although most virtual discus- 
sions are in English, one of them, Drakhin 
(literally, “grapevine”), is devoted to com- 
munication in Romany. Romnet is also 
used for political purposes: most recently, 
for mobilising browsers to support the 
Czech gypsies who poured late last year 
into the English port of Dover. 

The emergence of the Roma as another 
aggrieved ethnic minority on an American 
landscape already teeming with them may 
disappoint people who cherish that image 
of the barefoot, carefree, violin-playing 
gypsy. For the Roma themselves it is a wel- 
come step towards modernity. As Mr Han- 
cock put it to other Romnet users: "Why 
was it called progress when gadje|non-gyp- 
sies} left their wagons for automobiles, but a 
shame when our people did?” 








Ho on to those woodwork badges. 
On March 23rd, California’s Su- 
preme Court unanimously ruled that the 
Boy Scouts of America were not a busi- 
ness; they were a private club, and could 
therefore, like all such clubs, exclude peo- 
ple whose views or orientation they do 
not like. In the case of the Scouts, this 
means specifically homosexuals (no 
more gay scoutmaster jokes!), atheists 
and agnostics. If the last category sounds 
a bit harsh, the Scouts are unrepentant; 
they have already barred from Eagle- 
Scouthood two Orange County boys 
who, when they were in the cub-scout 
den, said they had not quite worked out 
yet whether they believed in God or not. 

The Boy Scouts, who also face law- 
suits arising from their admissions poli- 
cies in Chicago, Washington, pc, and 
New Jersey, hope the ruling may eventu- 
ally apply across the country. Civil-rights 


Round the non-camp fire 


groups are disappointed. Yet it should 
surely have come as no surprise that a 
group that can make boys camp out in 
muddy fields, wear shorts, eat under- 
cooked sausages and sing “Kum Ba Yah” 
is not covered by civil-rights laws. 
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phyte intoa major political player. 


uncle. P 





*VERY few minutes, Td television stations interrupt 

4 their programmes to bring you “a few messages”. In Califor- 
nia, which so often prides itself as the future made visible, these 
few messages are usually the only glimpse voters will have of a 
campaigning candidate. Lately, viewers have been treated to a 
blitz of ads for an exciting new product. He is called Al Checchi, 
and he wants to begovernorofthestate. — ^ ^. 

Mr Checchi's enthusiasm for politics is of recent origin. Until 
only the other day he was too busy making money to care about 
elections; he did not bother to vote in four of the last six in Cali- 
fornia. But now he is campaigning like a banshee, if such a term 
can be applied to such an impeccably coiffed ii He has al- 
ready spent more than $18m on his 
campaign for the Democratic nomi- 
nation, with more than two months 
still to go until the primary on June 
2nd; and he refuses to put an upper 
limit on the amount that he is will- 
ing to spend on the whole cam- 
paign, though it is unlikely to be less 
than $50m. What is at stake in the 
California governor's race is more 
than just whether the Checchi fam- 
ily moves from a private mansion 
in Beverly Hills to a public one in - 
Sacramento. It is whether money 
and marketing can transform a neo- 









Recent Pied gives Mr Checchi 


lin tof st spanding: oe 
Vo points of. toppling 
Dianne Feinstein, one of the state’s 
most popular politicians, from her 
Senate seat. And Mr Checchi is a 
much more impressive product | 
than Mr Huffington. He made his 
money himself, rather than just 
inheriting it. His grandparents were 


immigrants with a limited grasp of English—a fact that he men- 


tions at every opportunity—and his father was a humble civil 


servant. He is the (fairly) poor boy made good i, American enter- 


prise personified. - 
So Mr Checchi has approached this. Mision with a business- 
man’s th roughness. He has spent months trudging up and 








down the state, consulting interest groups and. pundits. His 


team of advisers and spin-doctors is the best that money can buy. 
His $18m has already earned him name-recognition with more 
than 50% of the electorate, and he has the endorsement of several 
Latino leaders in his pocket. 

The fates have been kind to him, too. The front-runner, 
Dianne Feinstein, withdrew from the race, in part because she 


was Te y Mr Pose millions; and the renal 
blish didate, 















ust. iie rie about Ie Harman, a 
oman from Torrance who already leads 
in the latest Field poll. and who is rich 


ions) to oplay Mr Checchi at his own n ame 





I, politician asp ; product 


This. willingness to spend millions of dollars: on getting : 
elected passes most viewers by. The majority of Americans worry _ 
more about candidates who have to go cap in hand to special 


interests, which then expect a payback, than about money-bags 


who put their own fortunes on the line. Private money allows a 


man or woman to escape the deadening party machines and to 
be independent; and this, many think, allows a purer and more 
responsive democracy to emerge. 

Yet when Mr Checchi was obliged to beam down from the 
virtual world to the real one to attend a convention of the state’s 


Democratic Party in Los Angeles on March 20th-22nd, he put on ` 


a dismal performance. His speech was a laundry-list of policy 


positions rather than an exercise in: 


connecting with his audience. He 
looked distinctly uncomfortable 
when dealing with hostile press 
questioning. Businessmen can sack 


| — to pesky reporters, but politics is a 
^ rougher game. 

Mr Checchi’s biggest problem, 

- though, is that his political message 
-is little more than a marketer’s con- 
-coction, mixed together from opin- 


vertisements pointedly fail to 
identify. him as a Democrat; his 


' cian but a businessman who pos- 
sesses “new ideas and real-world ex- 
perience.” Thanks to polling which 
shows that he needs to consolidate 
his Democratic base, he has re- 
discovered his ancestral political 


man "T made contributions in the last election to Steve Forbes 
(a friend) and Bob Dole (a friend of a friend), both Republicans. 


Voters still cannot pin him down, and this makes them uneasy. - 


Bill Clinton is sometimes derided as the first virtual presi- 
dent, fixing his ideology by the poll-stars and standing for noth- 
ing in particular. Yet beside Mr Checchi, the presumed politi- 


cian of the future, Mr Clinton looks almost old-fashioned. As. 


John Travolta is reminding Americans in his eerily Clinton-like 


performance in a new film, "Primary Colors", few. men are more: 


physical than Mr Clinton. He is not content to campaign by tele- 
vision; he presses the flesh, feels the pain. And his ideology, how- 
ever vague, is more than packaging. When Mr Clinton talks on 
race, on education, even on free trade, there is a sense ofcommit- 
ment; the sentiments have been thought through, and mean 
something. 

Mr Checchi may feel this does not matter; he is going to come 
in, a blur of blow-dried benevolence, and fix things. Yet politics, 
even in California, is not yet reduced to Mp aie epu it 
needs more than money and marketing and a fetching smile on 
a screen. You still need to stand for something that moves peo- 
ple. And you have to be able to enter the lion's den and roar. 


uppity employees and deny access. 


ion polls and focus groups. His ad- 


pitch is that he is not a career politi- - 
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loyalties: his speech to the Demo- 
cratic Convention used the word - 
“Democrat” more than 30 times, 
. and he has endorsed a variety of - 
standard Democratic positions on 
everything from affirmative action. 
to homosexual marriage. Yet this isa 
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MONTREAL 


| The bond ined 








placid Stoneham hof Que 
bec city, and pepj ; 


semi-automati 
| wood s 





2 he dar Spelling) jadis a 
week-long celebration of their 
th anniversary. On hand to 
‘video the festivity were—Ameri- 
_ can cops apart—Canada's federal 
-Royal Canadian Mounted Police 
-and men from police forces in at 
least three Canadian provinces. 
For this was more than a lovein ~ 
of motorised beer-bellies: part of - 
it, says the Mounties’ Jacques - 
Lemieux, co-ordinator ofa Cana- — 
dian cross-force anti-biker squad, 
was a summit meeting ofa global 
criminal organisation that ma- 
jors in drugs, with sidelines in 
- prostitution, illegal gambling, car 
theft, smuggling and extortion. 
The Angels, police sources 
‘say, had five chapters worldwide 
in 1965, 45 by 1980 and 108 today; the latest 
opening was in Manaus, in the Brazilian 
Amazon. In Canada they were once a mi- 
nor, if thuggish, nuisance in Quebec and 
British Columbia. Now they control more 
than 40 gangs across the country (though 
not, so far, in the heartland, Ontario). 
Control has been enforced by violence. 
“First they beat up members of gangs who 
refuse to distribute drugs for them, and if 
that doesn't work they eliminate them," 
says Mr Lemieux. Noone was killed or even 
-injured in the Stoneham shoot-up. But at 
least 60 people have died in a four-year-old 
conflict between the expanding Hells An- 
gels and a homegrown Quebec gang, the 
Rock Machine. Many more have been 
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t the end. The 





“biker war" in Quebec i is no mere incident of provincial 
1 | imi thrown up by a Canada-wide crime business 


wounded, often in bombings of bars fre- 


i quented by bikers. 
The leader of the Angels’ “Nomads” 


chapter in Montreal, Maurice “Mom” Bou- 
cher, is now on trial, under tight security, 


accused of ordering the murder of two 
prison guards in separate incidents last 


year. One of the hitmen has been found 
dead: André "Toots" Toussignant, a No- 


mads "prospect" (a would-be member; 
"striker" is the next step up) had been shot 
twice before his body was set alight. The po- 
lice are not looking too hard for a second 
gunman. “He could be in the same condi- 
tion as his friend,” they say. Two others are 
ready to sing, however: one did so for hours 
this week, as the trial carried on after an as- 
sailant had driven a car up the steps into 
the court building’s glass doors. The court is 
now heavily guarded, and anyone entering 
is frisked and videotaped. 
With its fancy titles, its bluster and its 
vendettas, the biker war sounds like a west- 
rn. "But this isn't about macho honour or 
gang pride,” says one investigator. "It's 
about business, market share and greed." 





street-level drug-dealing in Montreal. 


ilies. Hostilities Suns Rather than: gus | 









oa ones. Then | 
today put the An 


biker wars. In 1985 
gels self-destructed in 












who ET being | kil lled pe their Agel : 
brothers, many ended with long jail i. 
But by 1993 the Angels had made peace, re- S 
grouped and were ready to expand into 














That turf, however, was already held by B 
the Rock Machine, a club that grew out of 
traditional east-end Montreal críme fam- 




































blow Ae ee up ; rather than. 
their targets, buta big bang senta — 
- louder message than a bullet did. - 
For about two P E 40 










prospects and the like sso: 
- loss to society, they felt. Society — 
felt likewise. There. was little - 
sense of outrage, and the details 
filled page after sensational page 
of the tabloid newspapers. But 
then an innocent bystander, an 
11-year-old boy, was killed. 

The Mounties, with the Que- 
bec provincial and Montreal city 
police, formed a joint "Carcajou" 
(wolverine)squad,andarrestsbe- — > 
gan. But the bombings did not .- 
end. The federal government last ^... 
April put through a special anti- 
racketeering law. It gives police. 
wide powers to bug club houses, .. 
and provides stiff penalties for bombings | 
and forfeiture for the profits of crime. It is 
beginning to work. The rate of killings has 
slowed, at least in Montreal; the main bat- 
tlefield has shifted from there to Quebec 
citv and, as more bikers are incarcerated, to 
the province's prisons. 

But the bikers are not about to fold their 
tents and ride off. Many cases against them 
have collapsed in the past because wit- — - 
nesses were scared off. Now the gangs are. v 
trying to intimidate the law itself. HEU 

Police officers have been hediad: E 
and police cars burned out-more than a ` 
dozen in Quebec in the past year. Even © : 
prosecutors are threatened. The two prison 
guards, one of them a woman, were gunned 






















39 












sacked. His bath had been filled and his 
radio, wrapped in plastic, lay at the bottom 
of it, in the way some victims of the gang 
war have been found. (A police plant, said 
one hulking Angel, on air—^We're blamed 
for everything but sinking the Titanic”.) 
And the gangs have another tool: cor- 
ruption, and plenty of money to pay for it 
(unlike the police, who admit their past 
lack of force-to-force co-ordination, but 
complain that now budget cuts are starving 
their efforts). One undercower policeman 
claims that not.only jurors but even some 
prosecutors and judges have been bought 
off—or are indeed on the regular payroll. 





Big business 

For the Angels are not just hunks in leath- 
ers, their tribal crest sewn onthe back. That 
is the public i image—not least when they de- 
cide, in true mafioso fashion, to show that 
they can be generous in good works as well 
as bad. But, just as not all peaple who fit the 
image are criminals, for each one who is, 
says Mr Lemieux, there may-well be ten or 





friends, ostensibly law-abiding citizens, of- 


the mystique of the Angels. 
Above them all sit the bosses, in still bet- 
ter-cut suits. For this is indeed big, well-pay- 
|. mg business. On east and west coasts, the 
- Angels’ drugs industry is vertically inte- 
- grated: they control the flow from source to 
street. Source may mean hydroponic grow- 
. ing of marijuana or production of meth- 
. amphetamines, ecstasy and other designer 







Vancouver but also in Montreal and Hali- 

fax, the Angels have the: informants 

among dock workers and officials. 
Vancouver, where the Angels are said 


from Asia. A large trade, run not only by the 
Angels, goes the other way: stolen luxury 
-cars and, yes, motorbikes, hidden in con- 
tainers—in one case, surrounded with toi- 
let rolls. Cocaine from Latin America 
comes mainly to the east coast, some of it 
being flown. in to the remote spaces of 
northern Quebec; one plane was found 
there with four tonnes of the drug aboard. 
Much of the drugs is then smuggled south 
. intothe United States, bypassing the tough 
| American cc trols at ports and on the Mex- 
ican bordi “Cigarettes, liquer and guns are 
. among other goods smuggled. 
“Former. police chiefs have complained 
^^^ publicly that they were. prevented from 
^. checking cargoes because this was bad for 
"business (as it could be: PORER were 
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"ing organisation, found his home ran- 


20 sympathisers—relatives, girlfriends, . 


ten neatly-suited members of the middle - 
class attracted not only by the money but 


drugs. More often it means:dockside and 
container depot. On both coasts, notably in 


also to have large holdings of property, is- 
the main port of entry for heroin smuggled 


u 
trouble) B But even nif the ae authorities are 
willing, the lawmen have few resources: 
Canada’s special port police force was dis- 
banded last year to save money. 

Another line of business for the Angels 
is commercial sex. This too has a foreign- 
trade component: they import women 
from Asia, and on one occasion shipped 
strippers to Iceland. And to cover their ac- 
tivities, and launder the proceeds, they run 
legitimate businesses as well. 

In sum, Quebec’s biker war is the scum 
on a pool of big-money business. And al- 
though top men in both gangs have been 
caught, and there has been a public outcry 
and calls for an official inquiry since recent 
prime-time exposure by CBC, the province’s 
police do not expect peace. Instead, they 
foresee 1990s-style globalisation of both 
the business and the war. 

The battered remnants of the Rock Ma- 
chine, they say, are now being absorbed 
into the Texas-based Bandidos. These have 
been battling the Angels in Scandinavia for 
some years; Quebec sent delegates to a re- 
cent police conference in Copenhagen on 
the bikers. But the 14 or so deaths in Scandi- 


-navia are faroutnumbered by those in Que- 
. bec. And more will follow, as Bandidos and 
“Angels slug out their global rivalry there. 


"Bikers seem a lot more active in Canada 
than elsewhere," says Mr Lemieux, "and a 
lot more violent in Quebec." 
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Brazil 


A river of red ink 


BRASILIA | i 


"T IS only a slight exaggeration to say that 

just one huge red figure blocks the way to 
fast economic growth for Brazil. That figure 
is the fiscal deficit. It makes markets espe- 
cially wary of Brazil’s trade gap, and forces 
the government to use growth-strangling 
credit squeezes to defend an overvalued 
currency—which it dare not float while the 
public finances remain out of kilter. 

For three years past, the soothing offi- 
cial message has been that the deficit is a 
passing cloud, the cost of transition to low 
inflation, and that what matters is not its 
size, but its slow downward trend. Awk- 
ward, then, for the finance minister, Pedro 
Malan, and his team when the latest figures 
showed the deficit not, in fact, falling. 

Brazil’s public-sector borrowing re- 
quirement ended 1997, as it had 1996, at 
5.9% of Gpp—or almost $50 billion. Strip 
out interest payments on the public debt, 


and the underlying picture shows a deficit 


of 0.7% of Gp» last year, as against rough 
balance in 1996. And despite a $20 billion 






















































emergency package of spending cuts and 
tax increases approved late last year, few ex- 
pect much of an improvement this year, 
partly because of higher interest payments 
and partly because this is an election year. 

What has gone wrong? Officials, fum- 
bling for excuses, point to two things. First, 
state governors have been, parodoxically, 
too successful at privatising things like elec- 
tricity firms. They have used the proceeds to 
pay "unregistered" debt (to suppliers and 
contractors) or, in some cases, to buy votes 
with public works. Second, the govern- 
ment's belated progress in pushing through. 
Congress a constitutional amendment to 
reform the costly pensions system has 
prompted a rash of costly early retirements. 

Look deeper, though, and the fiscal defi- 
cit expresses an epic battle for power, be- 
tween interest groups and generations, and 
between the federal government and the 
states. In the past, this battle was obscured 
by inflation, which let the centre balance its 
books by delaying payments. Now it must 
tackle the underlying problems. 

On the spending side, officials trust in 
two constitutional reforms. One, finally ap- 
proved this month, breaks a ban on sacking 
civil servants, and caps their pay. Suppos- 
edly, this will save up to 1% of GDP a year. 
But that looks unlikely. In time, the reform 
should deliver more efficient government, 
and may help state governors control their 
wage bills. But the federal government has 





Federal 
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Midland Offshore is the registered trading name for Midland Bank Offshore Limited (MBOL). MBOL's principal place of business is Jersey. As at 31 December 1997. its paid up capital and reserves were £78 26million. Copies of the latest 
audited accounts are available on request. Although income is paid free from tax offshore, it may be liable to tax in your country of residence or domicile, or if tts transferred to another country. Your tax position will depend on your 
personal circumstances and you may wish to seek guidance from your tax adviser, Please note, tax legislation and practice may change This advert does not constitute an invitation to buy or the sol.citation of an offer to sell securities or 
make deposits in any jurisdiction to any person to whom it is unlawful to make such an otter or solicitation in such jurisdiction TCI/AM/0/824 





Offshore banking isn't just for millionaires 
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less scope for cuts: three-quarters of its wage 
bill, says Raul Velloso, a public finance ana- 
lyst in Brasilia, goes on pensions, the armed 
forces, Congress, the judiciary and primary- 
school teachers. 

The second reform, whose approval of- 
ficials (optimistically, perhaps) expect next 
month, is of pensions. This is vital: the un- 
funded yearly hole in the federal-govern- 
ment pension system amounts to 2% of 
GDP. This is the largest single cause of the 
fiscal deficit. But the reform will take time 
to implement, saving 1% of GDP only by 
2000, according to government econo- 
mists. And the move toa funded system, for 
both federal and state governments, in- 
volves short-term costs: in January, the state 
of Bahia used $360m in privatisation re- 
ceipts to fund its pensions. Many other 
states are expected to do likewise. 

The message, then, is that to cut spend- 
ing will take time. So optimists look to the 
revenue side and a planned tax reform as 
the way back to fiscal health. They can look 
again. Brazil already collects nearly a third 
of GpP in taxes, a lot for a developing coun- 
try. The reform's aim, says Pedro Parente, 
the deputy finance minister, is not to in- 
crease the tax burden, but to simplify it, re- 
placing half-a-dozen taxes on production 
and sales with one, national, value-added 
tax. Business likes this. State governments 
hate it. Under Brazil's unusually decentral- 
ised tax system, they today operate a value- 
added tax, which brings in most of their 
revenues; under the reform, they would 
levy a less lucrative sales tax, and have their 
budgets topped up by the centre. 

The fiercest opposition comes from Sao 
Paulo state, which generates almost half of 
Brazil's total tax revenue. The reform would 
increase the overall tax burden, while cut- 
ting the revenue under Sao Paulo's control 
by a third, thunders Yoshiaki Nakano, its 
finance secretary. A parochial view, per- 
haps, but Mr Nakano speaks with the au- 
thority of a man who has balanced his 
books, by improving tax collection, laying 
off unneeded workers and streamlining 
the state's administration. Is there a lesson 
there for Brasilia? 





Colombia 


All change 


BOGOTA 


UDDENLY, Colombia's presidential 

election has been stood on its head. Un- 
til very recently, the result of the vote on 
May 31st seemed certain. Horacio Serpa, 
President Ernesto Samper's former interior 
minister and right-hand man, was riding 
high. Mr Samper's Liberals had taken 60% 
of the vote in the congressional elections on 
March 8th. Now Liberal rebels and the op- 
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position Conservatives have got together, 
and all certainty has gone. 

One big reason is Alfonso Valdivieso, a 
former prosecutor-general who led the in- 
quiry into allegations that the Cali drug 
mob had financed Mr Samper's election in 
1994. He resigned last May to challenge for 
the presidency, and for a time looked well 
placed. But then he faded. Another out- 
sider, General Harold Bedoya, dismissed as 
armed-forces commander last July, shot 
forward, only to fade in turn. Recently, four 
outsiders—Antanas Mockus, the eccentric 
ex-mayor of Bogota, Noemi Sanin, a glam- 
orous former (Conservative) foreign minis- 
ter, Mr Valdivieso and another Liberal dis- 
sident—tried to form a joint front. That 
collapsed when Mr Valdivieso withdrew 
on March 12th. Within days he lined up be- 
hind Andres Pastrana, the narrowly de- 
feated Conservative runner in 1994 and Mr 
Serpa's only serious challenger this year. 

The two big parties differ little in policy. 
But after four years of scandals, issues of 
honesty and integrity are well up the 
agenda, and here Mr Valdivieso, short of 
charisma as he is, scores high. Already one 
poll, surprisingly, had put Mr Pastrana just 
ahead of Mr Serpa, and others now agree. 

Mr Valdivieso draws his inspiration 
from a cousin, Luis Carlos Galan, who was 
murdered in 1989 when on the verge of 
winning the presidency. He had cam- 
paigned forcefully against the political in- 
fluence of the drug barons who killed him, 
and with Mr Valdivieso he had planned— 
against Mr Sampers opposition—to re- 
form the Liberal party’s undemocratic ma- 
chinery. Most of Mr Galan’s family have 
backed Mr Valdivieso’s decision to change 
camps, and his widow, Gloria Pachon de 
Galan, is rumoured to be a possible run- 
ning mate for Mr Pastrana. Already 17 Lib- 
eral rebels have declared their support for 
the Conservative campaign, and some 35 
more are thinking of doing so. So too, ru- 


Conservative Pastrana (left), honest Valdivieso 





mour says, is Colombia’s Nobel-winning 
author, Gabriel Garcia Marquez. 

Yet Mr Pastrana will have to overcome 
suspicion, cynicism and allegiances built 
up over generations. Liberals and Conser- 
vatives have been battling—literally, at 
times—since federalists and centrists estab- 
lished themselves as political parties in 
1849. A Liberal revolt in 1899 led to the 
"war of 1,000 days"—and 100,000 deaths. 

The relative calm that ensued ended in 
1948, with the murder of a populist Liberal 
leader, Jorge Gaitan. That sparked what is 
known as la violencia, the bloodiest of Co- 
lombia's civil wars. Political leaders on 
both sides provided ideology and weapons 
from the safety of the cities, while 300,000 
rural people were killed for their political 
allegiances. As guerrilla groups began to 
emerge, and the conflict took on a revolu- 
tionary edge, the two parties jointly backed 
a military coup in 1953 to restore order. In 
1957 they agreed to share power for the next 
16 years. This removal of political choice 
brought peace, stability and economic 
growth. In modified form, it lasted until 
1986. But now politics is fully back. 

With two months to go to voting day, 
the guerrilla war is escalating again and 
voters are weary of violence and corruption 
alike. Mr Serpa is seen as loyal to an admin- 
istration with a poor record on both 
counts, but he has the popular touch—and 
the powerful Liberal machine behind him. 
His sharp oratory and commitment to so- 
cial investment may carry him through. 
The foreign minister, Maria Emma Mejia— 
competent, respected and quite as glamor- 
ous as Ms Sanin—this week resigned, ap- 
parently to become Mr Serpa’s running- 
mate. But he looks unlikely to take the 50% 
of the vote needed for first-round victory in 
May. And in a second round Mr Pastrana 
could well hope—and polls agree—to pick 
up the independent vote. 
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Sudan's rebels change 


their spots 


YEI SUDAN 


With new backers, including the United States, urging them on, Sudan's 


southern rebels are beginning to becom 


Ve again, predictions are in the air that 
the Sudan People’s Liberation Army 
(SPLA) will take Juba and hence win the war 
in southern Sudan. Over the past 15 years of 
civil war between the Arabised-Muslim 
north and the African animist-Christian 
south, this has become an annual ritual. At 
one time or another, the sPLA has con- 
trolled every important town in the south, 
except for Juba. The cap- 
ture ofthe southern capital 

is the rebels' dream. 

More important than 
Juba is what is happening 
to the SPLA itself. The rebels 
have always, in theory, 
been a political movement 
as well as an army. In practice, 
the army was the movement. 
Led by John Garang, a former 
colonel in the national armed 
forces and a man with strong 
dictatorial tendencies, it has, 
at its worst, been little more 
than an armed gang of Dinkas 
(Mr Garang's ethnic group), 
killing, looting and raping. Its 
indifference, even animosity, 
towards the people it was sup- 
posed to be “liberating” was 
all too clear. 

This is now changing. Its 
political wing, the Sudan Peo- 
ple's Liberation Movement, is 
trying to set up some kind of 
administration, collect taxes, 
restore schools, create a judicial system, 
train a police force and generally establish 
the functions ofa nation-state in the areas it 
controls. The local bosses used to be the 
SPLA commanders, Dinkas even in non- 
Dinka areas. Now local affairs are left as 
much as possible to locals. 

The ideas are good but progress is 
dispiritingly slow. One local adminis- 
trator, who is supposed to manage five vil- 
lages in his district, admits he has achieved 
little: “There are no people, no policies and 
no money,” he says. The zones under rebel 
control are depopulated and desolate. The 
SPLA estimates that about a quarter of the 
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south's population, or more than 1m peo- 
ple, have died directly or indirectly as a re- 
sult of the war. The United Nations High 
Commissioner for Refugees estimates that 
another 1.5m people, mostly displaced, are 
vulnerable to starvation. 

The towns, little more than adminis- 
trative centres with a church, a hospital and 
a few one-storey government buildings, 
have been looted and wrecked. Yet peo- 
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ple clung to their homes until what appears 
to be a new and deliberate bombing cam- 
paign by the government sent many fleeing 
back to the bush. That puts them beyond 
the reach of food and medical aid. 
Another change in the rebel movement 
is that it is freer and more open than it used 
to be. In the bad old days, criticism of Mr 
Garang was punishable by imprisonment 
in a pit for several months. Fighters with a 
smattering of education were publicly hu- 
miliated and forced to repudiate their 
learning. Politicisation of the people was 
limited to chanting SPLA slogans and sing- 
ing victory songs. Now, the pits are gone 
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and debate on the movement, even the 
shortcomings of Mr Garang, are common- 
place. People talk freely about the danger of 
Dinka domination. The traditional divi- 
sion between the Nilotic people of the river 
basin and the Equatorians of the south- 
west is being bridged. 

The changes began in 1991 with the 
overthrow of the sPLA's main backer, Ethio- 
pia’s ruler, Mengistu Haile Mariam. Losing 
its supplies and radio station, the SPLA suf- 
fered a string of defeats. Then Mr Garang's 
second-in-command, Riak Machar, tried to 
overthrow him, and the movement split. A 
horrible tribal war ensued, in which thou- 
sands were killed. The government in Khar- 
toum took full advantage. It made new al- 
lies among sPLA dissidents, including Mr 
Machar, and pushed its army southwards. 
By 1995, the sPLA had almost been driven 
out of Sudan, and seemed to have disinte- 
grated as an effective fighting 
force. 

It survived, but the price of 
survival for Mr Garang was 
that he had to open up his 
movement. At a conference in 
1994, the sPLA decided to 
throw out its old manifesto. It 
announced grandly that it 
would have a parliament and 
other democratic structures. 
Helping democratic voices in- 
side the movement were Presi- 
dents Yoweri Museveni of 
Uganda and Isayas Afewerki 
of Eritrea, the rebels’ new sup- 
porters. They even persuaded 
Mr Garang to make some sort 
ofan alliance with the opposi- 
tion movements in northern 
Sudan. 

Behind the Eritreans and 
Ugandans were the Ameri- 
cans, anxious to put pressure 
on the Islamist regime in 
Khartoum but reluctant to as- 
sist a brutal and unsuccessful rebel move- 
ment. In public, the Americans announced 
$20m-worth of military aid for Sudan’s 
neighbours. In private, despite firm denials 
by American diplomats, the United States 
is believed to be helping the sPLA, through 
neighbouring countries. 

Certainly somebody is. Once a ragged 
guerrilla band that lived off captured weap- 
onry, it is now supplied with new weapons, 
including heavy artillery and Russian- 
made tanks. Most units have radios; men 
have uniforms and boots. Forcible recruit- 
ment, once common, has stopped. Com- 
manders say they have enough fighters. In 
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effect, the SPLA is now a conventional army. 

Last year it seized a string of garrison 
towns in the south. Now it once again has 
the 60,000-strong government garrison at 
Juba surrounded. But politics dictates its 
military options. The sPLA is deeply suspi- 
cious of its allies, the northern opposition. 
It fears that if it takes Juba while the govern- 
ment is still strong it would be vulnerable 
to counter-attack. Alternatively, there could 
be a coup in Khartoum and the northern 
opposition might return to power leaving 
the SPLA stranded hundreds of miles to the 
south. “We fear that we will shake the tree 
but others may gather the fruit,” says a se- 
nior SPLA man. 

Consequently, the movement has sent 
some fighters to help its northern allies on 
the north-east front so that, if the time 
comes to march on Khartoum, the sPLA will 
be represented. The alliance’s plan is to cut 
off Khartoum and take Juba at the same 
time, coming to power united. If, as is 
likely, the alliance then breaks up, the 
southerners must control as much of the 
south as possible in order to create de facto 
independence from the north. 

If this argument wins out, the SPLA may 
well leave Juba till last, bottling up its gov- 
ernment garrison. Instead, the sPLA, with 
support from the Ugandan army, may at- 
tack Torit and Kapoeta, two southern 
towns in government hands. The rebels 
may also press north-west into Bahr el-Gha- 
zal province, the cradle of Sudan’s oil de- 
posits. Should it have the oil region in its 
grasp, the sPLA would be well placed to de- 
mand a leading role in a national govern- 
ment—or independence for the south. 
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The pope in Nigeria 
Touching faith 


LAGOS 


HEY rushed to kiss the red carpet he 

walked on and the chair he did not ac- 
tually sit on. They braved the whips of the 
security police to touch his car. Pope mania 
gripped Nigeria last weekend. A desperate 
people in a despairing land were clinging 
to the hope that this aged white foreigner 
could somehow bring them solace. That 
hope, or faith, brought 1m people to 
Onitsha in eastern Nigeria for the beatifica- 
tion of a little-known Nigerian priest who 
died in a monastery in Britain 34 years ago. 
Some had walked 50 or 60 miles. Other 
manifestations of the fervour of the poor 
were a little less edifying. After a service in 
the capital, Abuja, the plastic chairs pro- 
vided for the congregation were carted 
away by the faithful. 

Given all that could have gone wrong, 
Pope John Paul II's three-day visit to Nige- 
ria, which ended on March 23rd, was amaz- 
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Reaching out to hope, however frail : 


ingly successful. It provided cheer in a year 
full of danger. The country's religious di- 
vide was temporarily bridged as Christian 
and Muslim clerics came together in sym- 
bolic moments of mutual tolerance. For 
General Sani Abacha's government, it was a 
gamble that appears to have paid off. Tom 
Ikimi, the foreign minister, went so far as to 
claim that the pope's visit demonstrated 
Nigeria's stability. Doubtful, but at least it 
distracted attention from the fact that Nige- 
ria had been left off Bill Clinton's current 
African tour. 

Although the purpose ofthe pope's visit 
was the beatification of Father Cyprian 
Iwene Tansi, papal officials leaked the in- 
formation that he had given General 
Abacha a list of some 60 political detainees 
with a plea for their release. Will the general 
respond? Perhaps a few of the less promi- 
nent prisoners will be quietly set free after a 
face-saving interval. Or perhaps not: he 
promised to release political detainees last 
November, but nothing has happened 
since. Nor is much faith placed in the 
pope's call for national reconciliation and 
respect for human rights. Over the past few 
years, Jimmy Carter, Nelson Mandela, the 
American and British governments, the 
United Nations, the European Union and 
the Commonwealth have made similar 
calls. All have gone unheeded. 

Nigerian opposition groups seemed 
unsure how to make the most of the visit. 
They failed to exploit local economic griev- 
ances: a power failure in much of south- 
west Nigeria and severe shortages of diesel 
and petrol. Industry is crippled and the pet- 
rol shortage brought Lagos to a virtual 
standstill. As a result public-transport fares 
shot up, causing riots in which several peo- 
ple died. None of this got a mention in the 
media during the papal visit. 

All the same, the visit may have left Gen- 
eral Abacha slightly perplexed. He wants to 





stay on as head of state after October, wher 
a return to civilian rule is promised. Earlie 
this month, his government spent a grea 
deal of money luring about 100,000 younj 
men and women to a rally in Abuja pro 
claiming his virtues. By contrast, the pope 
with only faith as a lure, magnetised a mil 
lion people to the beatification ceremony 
and 250,000 to the Abuja service. What ha: 
the pope got that the general has not? 





Egypt 


Yellow press 


CAIRO 


HOKING sandstorms this month sen 
Cairo's news-vendors scuttling to bat 

ten down their wares. But wind and dus 
were not the only trouble. A governmen 
crackdown has cast gloom over Egypt's relé 
tively free press. Over the past few week: 
the government has banned the most suc 
cessful independent weekly and sacked th 
editor of a popular state-owned magazin: 
Three prominent muckraking journalist 
have received jail sentences for slande 
and dozens of other writers face simila 
charges. The censors hand has grow 
heavier; the English-language Cairo Time 
was punished for refusing to delete bits c 
articles. Egypt's brighter economic pro: 
pects seem, to many, to be clouded by th 
dimming prospects for political freedom. 
Although the Egyptian governmer 
monopolises broadcasting, it exercise 
looser control over the printed word. Half 
dozen legal opposition parties have lon 
published their own newspapers. In recer 
years some 200 independent publicatior 
also have slipped through loopholes in th 
tough licensing laws. Competition fc 
sales, rivalry between business interes 
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and the scorn of young writers for old for- 
mulas have encouraged a scandal-monger- 
ing style reminiscent of America’s “yellow 
press” a century ago. 

Given Egypt's conservative society, a 
legacy of censorship and the continuing 
menace of religious extremism, this unfa- 
miliar exuberance was bound to get on the 
authorities’ nerves. But the backlash has 
been harsher than expected. “It seems our 
vaunted free press was just democratic dé- 
cor,” says an editor at a government-owned 
daily. Gamal Fahmy, the editor of an oppo- 
sition weekly who, last week, was sentenced 
to six months in prison for libel, is blunter: 
“There are no other freedoms in Egypt ex- 
cept for freedom of expression. If they take 
that away, then what's left?” 

Yet even some liberals believe that the 
crackdown was overdue. As in other coun- 
tries slowly emerging from one-party rule, 
much of Egypt's press seems to have under- 
stood its new-found freedom as a licence 
for naughtiness. Recent excesses include 
publication of death threats against promi- 
nent Christian businessmen which were 
supposedly sent by Muslim extremists but 
were probably planted by rivals, and the 
caricaturing of Americas ambassador, 
Daniel Kurtzer, as a Hasidic Jew. 

Makram Muhammad Ahmed, chair- 
man of the Egyptian journalists' syndicate, 
says that his members must recognise the 
government's legitimate concern for social 
peace and national security. Incitement to 
confessional strife is a clear worry. As if to 
underline his point, Muslim extremists in 
Upper Egypt this week ambushed and 
killed four policemen, the most serious ter- 
rorist incident since the massacre of 58 
tourists in November. Even so, Mr Ahmed 
believes, the government should bear some 
of the blame. Weak regulatory bodies and 
inappropriate laws have not helped. Taxes 
are crippling and the licensing rules so 
strict that it does not pay to register through 
official channels. 

The current crisis may also reflect ten- 
sions within the government. Egypt has un- 
dergone rapid economic liberalisation 
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without an accompanying political open- 
ing. The massive machinery of state control 
remains in place, but its sense of direction 
and purpose has diminished. Policy drift, 
followed by an extreme reaction when 
things get out of hand, has become an iden- 
tifiable pattern of government behaviour. 

“The trouble”, writes Salah Issa, an op- 
position columnist, “is that we have a sys- 
tem it would be unfair to call a dictatorship 
and it would be unfair to call a democracy. 
It is half-and-half.” It is only natural, he con- 
cludes, that journalists should reflect this 
state of affairs. And natural, too, that the 
press should pay a toll for being the first of 
Egypt's institutions to step out on to the 
thin ice of a more open society. 





Lebanon 


Thinking the holy 
unthinkable 


BEIRUT 


EBANESE of different religions stopped 
massacring one another seven years 
ago, after a 17-year civil war. Now President 
Elias Hrawi thinks they are ready to marry 
one another. Last week he presented the 
cabinet with a bill to permit marriages reg- 
ulated by civil rather than religious au- 
thorities, making it much easier for Leba- 
nese couples of different faiths to marry. Mr 
Hrawi, a Maronite Christian, says he wants 
to bring harmony to the next generation of 
Lebanese by weakening the country’s sec- 
tarian system. In the meantime, his pro- 
posal is creating nothing but strife. 

Under the present system, Lebanon’s 18 
officially recognised sects have complete 
control over their communities’ family 
laws, including marriage. If neither mem- 
ber of a mixed couple is willing to convert, 
they may have to go abroad to marry (as 
more than 20% of Lebanese couples do, 
usually to Cyprus). Predictably enough, the 
clergy defend this system zealously, to pre- 
serve both their power and their fees. When 
the cabinet voted to submit the bill to par- 
liament, Lebanon’s senior Maronite, Mus- 
lim (both Sunni and Shia) and Druze cler- 
ics all attacked the ungodly move. 

Clergymen were not the only critics. 
Rafiq Hariri, Lebanon’s Sunni prime min- 
ister, urged the cabinet to reject the mea- 
sure. In the end he could persuade only five 
of his 30 ministers to vote against it. But he 
is still refusing to sign the bill, on the 
grounds that it will offend religious sensi- 
bilities and divide opinion at a time when 
the government needs to preserve a consen- 
sus to push through economic measures. 
Other senior politicians argue that it is 
pointless to try to legislate what amounts to 
a change of attitude. Instead of courting 
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controversy, the government should con- 
cer.trate on educating the young and build- 
ing a consensus among the old. The details, 
they airily add, can be left for later. 

But Mr Hrawi's proposal goes well be- 
yond details. To buy the support of Nabih 
Berri, the Shia speaker of parliament, Mr 
Hrawi called for a committee to consider 
how to dismantle Lebanon's sectarian sys- 
tem altogether. That would mean doing 
away with the strict 50-50 split of senior 
civil-service jobs between Christians and 
Muslims, and call into question the sectar- 
ian division of major offices. Mr Hrawi 
even said that the president need not neces- 
sarily be a Maronite, as is traditional. 

Such proposals terrify the Maronites, 
who have lost most from the civil war. But 
many Sunni and Druze Lebanese would be 
almost as unhappy to see the sectarian sys- 
tem abolished. They assume that such a 
move would hand more power to the Shias, 
believed to be the largest single group, al- 
though no census has been taken since 
1932. At its root, the debate questions 
whether the present carve-up helps pre- 
serve communal harmony—or contributes 
to discord by institutionalising the domi- 
nat:on of particular groups. 

Mr Hrawi's proposals may yet come to 
notaing. Many suspect that he is simply try- 
ing to prove his political mettle as part of a 
bid to extend his term, due to expire in No- 
vember. Sceptics say that Mr Berri is lend- 
ing his support not because he wants to dis- 
mantle the present system, but to rejig it in 
the Shias' favour. Syria, which has the last 
word in all Lebanese political debates, is 
unlikely to countenance radical changes. 
But should Lebanon's politicians ever get 
down to serious reform, the present strife is 
a hint of the hurly-burly that awaits them. 
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y YPERBOLE E has desde Pend poli- 
tics this week. Commentators talk of 
a “political earthquake”, a “turning point 


things really so dramatic? - 

For sure, France's mainstream centre- 
right is ina mess. Its leaders have been run- 
ning wildly in every direction like scared 
chickens, while Jean-Marie Le Pen and his 
far-right National Front have rubbed their 
hands in glee. France’s two main right-wing 
opposition parties, the Gaullists’ Rally for 
the Republic (RPR) and the Union for 
French Democracy (UDF), are threatening 
to implode. A wholesale realignment on 


the right may be in the offing. The Front, of - 


course; thinks it would then be able to force 
its way into the mainstream. That might in- 
inge the face of French politics. - 
gures do not, on the faceof 
K anything so drastic. Afterall, 
go by the figures. the regional elec- 








F summers: parliamentary election. The 
. Front got 15%, the combined centre-right 





ENTE 


in political history”, a "crise de régime". Are 


tions were by no means a triumph for the . 
National Front, nor a total disaster for the 
mainstreamers. Both. lots won about the 
same share of the vote as they did in last - 


vhether it should cold-shoulder the far right 


about 36%, just a point behind Lionel Jos- 
pin's ruling coalition of Socialists, Commu- 


nists and Greens. Two-fifths of French peo- 
ple failed to vote at all. But the electoral 


system in regional contests helped the 


Front enormously. Only two of France's 22. 


regions (excluding the overseas territories) 
will be governed by parties with absolute 


majorities. In most of the others, the Front 


now holds the balance of power. 

The Front truly came into its own when 
the newly elected councillors set about vot- 
ing for regional presidents. Getting the 


Front’s tacit support was the only way 


many local dignitaries on the mainstream 
right could hope to hang on to their jobs. 
The national leadership of both the RPR 


and the upr banned such deals. But no 
fewer than five regional bigwigs said they 


would clutch on to their presidencies— 
with Front support. In three other regions, 
centre-right presidents chose to resign after 


Front councillors helped to re-elect them. 


- This has thrown the mainstream right, 


m still groggy after its thrashing in last sum- 


mers snap parliamentary election, into 
convulsions. Many among the party faith- 
ful attacked the rebel quintet (all of whom 


are UDF men), including a oreet defence 
minister, Charles Millon, as “traitors”, “fas- 
cists” and “collaborators”. The five were 
told to resign their jobs or be kicked out of 
the UDF. 

All denied making pacts, but only one, 
so far, has stepped down. Philippe Séguin, 
the Gaullists’ leader, who had already 
threatened to expel from his party anyone 


in cahoots with Mr Le Pen, says no Gaullist 


should accept even a regional vice-presi- 
dency if Front support is the price. Jean- 
Francois Mancel, once the Gaullists’ secre- 
tary-general, had already been booted out 
for suggesting the Front should one day be 
part ofa big new movement encompassing 
the whole of the right. 

In the midst of this turmoil, which has 
left most regions ungovernable, France's 
Gaullist president, Jacques Chirac, took to 
the airwaves on March 23rd, denouncing 


deals with *a racist and xenophobic" party 
as *unworthy and dangerous". "Passion is 


taking over from reason," he said. "There is 
a danger of harming France, its values and 


its image.” He accused the left of "pouring 
oil on the fire". To block the Front, the sys- 





tem for electing regional councils should, 
he said, be changed. 

Too late? Whatever the system, Mr Le 
Pen and his party have been getting a 
steady 10-15% of the vote for the past 15 
years. In some regions, like Provence-Alpes- 
Cóte d'Azur (known as “Paca”) in the. south- 
east, the Front now scoops up over a quar- 
ter of the vote, more than the combined 
tally of the two mainstream right-wing par- 
ties. So far, the Front has won very few seats 
in the national parliament—and currently 
has but one. But it can muddy the main- 
stream in other ways. By splitting the vote, 
it probably cost the right last summer's par- 
liamentary election. Now, in the regions, it 


- has become king maker—and de-throner. 
Many on the right fear they may be out 


of power for decades. In the past, they have 
tried ignoring the Front, insulting it, attack- 
ing it, accommodating it. Nothing, it seems, 
has worked. Some, including—so say opin- 
ion polls—a third of the mainstream right's 
voters, feel the time has come to embrace 
Mr Le Pen. Alain Madelin, a leading free- 
marketeer and head of Liberal Democracy, 
one of the upF's main bits, may think so. 
But others, including Mr Séguin, Francois 
Léotard, the Upr' overall leader, and Fran- 
cois Bayrou, head of another UDF portion. 
are fiercely opposed. A liaison with the 
Front, they say, vould lead the respectable 
right into a fool’s paradise: more votes 
would be lost among middle-ofthe-road 
voters than would be won by wooing 
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NNA! ins sprin resh- 
' Chatyk, as its | called, has 
ne excitement oj bby seaside re- 
off season. Couples trundle their chil- 
ast crumbling Stalinist facades, the | 
n cheap leather jackets, the women 
“clutching wilted roses wrapped in cello- 
phane. Some have themselves photo- 
graphed holding a tame owl, others gather 
round a busker crooning Slavic versions of 
Simon and Garfunkel. Ukrainians are good 
at making do with modest pleasures, but 
_ the scene is depressing for all that. 
- Living standards are lower, the grip of 
corrupt officialdom stronger, violence 
more widespread, cynicism deeper than at 
any time since independence i in 1991, And 
"unlike in Russia, social pain is not offset by 
a hint of economic revival. As a typically 
self-denigrating joke goes, the difference be- 
tween a Ukrainian racketeer and a Russian 
one is that the Ukrainian has no money. A 
general election on March 29th promises 
to make things, if anything, even worse. 
< When Leonid Kuchma was elected pres- 
ident four years ago, Ukraine's future 
looked quite bright. He promised compre- 
hensive economic reform, winning a 
standby loan from the 1Mr. Today, thanks 
to graft, indecision and a bloody-minded 
left-dominated parliament, his presidency 
is adrift. "In some ways I warm to the Com- 
munists,” one western diplomat confesses. 
“At least they believe in something, while 
our so-called buddies are just opportunist 
scum.” The European Bank for Reconstruc- 
tion and Development puts Ukraine near 
the bottom of its annual league table of 
transitional economies, behind even Alba- 
nia and Bulgaria. The iMFs man in Kiev 
makes quotation-mark signs in the air 
when he talks of the country’s “reformers”. 
Even Ukrainians from the diaspora, usu- 
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all-embracing new centre party to outflank 
the Front. Third, even if a crisply unified 
centre-right were to take shape, it would 
need a leader. Would Mr Chirac be in 
charge, or Mr Séguin, or Mr Léotard? Only 

when these challenges are met would a new 


-right be able, fourthly, to tackle the Front. 


But, whatever mainstream party lead- 


2 ers may say, a lot of right-wing voters think. 


the Front has already won a measure of 
respectability and a dollop of legitimacy, 
thanks to those regional deals. Even a uni- 


sin ~ fied, civilised right may find it hard to fend 


off the awkward challenge of Mr Le Pen. 













ally dogged boosters of the old country, are 


losing heart: "It's the most depressing pe- - 


riod I’ve ever lived through,” says one. 
"Thank God I never took out citizenship." 


.Ask your average Ukrainian whom he 


plans to vote for, and he comes out with a 


disgusted "nobody" or a stream of abuse. 


His disgust is reflected in the opinion 
polls. Up to half of the 450 seats in the new 
parliament seem likely to go to the old left— 
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nity") led by Pavio.. azar 
ously rich gas baron v 
prime minister last June. O 
Kuchma’s cronies, from the. 
president ran a missile-facto 
petrovsk, Mr Lazarenko is n: 
enemy. If Hromada does well, big mon 
hold on politics will tighten, and Mr Kuch- 
mz will have to forget about cooperation 
from parliament. 
The grimness of the political outlook is - 


dards, the economy could be worse. Offi- ` 
cial Gpp—half, economists estimate, of the - 
real total—fell only 3.2% in 1997 and is pre- 
dicted to bottom out this year. Inflation is © 
down to 1-22; a month. Despite Asia's finan- 
cial turmoil, Ukraine's currency, the hry 
nya, has slid by only about 7% against th 
dollar since September. But to gain fro 
this relatively stable macroeconomy, Uk 
raine must deregulate, sweeping away a 
surd red tape and muddled tax laws tha’ 
make it impossible to do business legally 

There is still a slim chance that. Mr 
Kuchma will use the lull between par- 
liamentary and presidential elections (due © 
late next year) to have another go at reform. - 
The 1Mr is holding out a loan of up to $3 
billion as a carrot. The United States is 
threatening to cut aid if conditions for in- 
vestment do not improve. The collapse of 
the treasury-bill market, the chief source of 
finance for the budget deficit last year, 
could force the government to sell off big 
hunks of state-owned industry, though an 
unpublished deal with Russia, signed last 
month, may mean that the plums—electric- 
ity firms, pipelines and the telephone net- 
work—go to Russian banks in exchange for 
forgiveness of Ukraine's energy debts. 

That, however, may be optimistic. More 
likely, a new parliament will block all seri- 
ous reform, at least until the presidential 
election next year. Not that the presidential 
line-up is uplifting either. Mr Kuchma is 
probably too unpopular to win again. His 
main aim, it seems, is to stop Mr Lazarenko. 
Viktor Yushchenko, head of the national 
bank and the man responsible for steady- 
ing the hryvnya, says he will “never” run, 
despite Mr Pynzenyk’s urgings. 

Of the two other main candidates, the 
most popular to date is Oleksandr Moroz, 
parliamentary speaker and leaderoftheSo- = _ 
cialist and Peasant Party. Though he has - 
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tried to re-cast himself as a western-style so- 
cial democrat, he is a fossil of old Soviet-era 
thinking. He wants to keep energy, trans- 
port, telecoms, mines and farms all in state 
hands. He castigates the 1mF and the West. 

That leaves reformers and the West pin- 
ning their hopes on Yevhen Marchuk, à 
middle-of-the-road former prime minister 
who talks sensible economics in fluent 
English, but achieved little when in office. 
He also once headed Ukraine's KGB—not 
that his exhausted compatriots seem to 
care, one way or the other. 





Belarus 
Roublette 


MOSCOW 


ENSING that time was running out for 

the Belarus economy, Alexander Luka- 
shenka did what any good, wild-eyed auto- 
crat would do. He turned back the clock. On 
March 17th he ordered firms and shops to 
return their prices to March ist levels, un- 
doing the price rises triggered by sharp falls 
in the Belarussian rouble in the first half of 
the month. He told foreign-exchange kiosks 
to post backdated rates too. Miraculously, 
the currency regained 20% of its value, ex- 
cept that no dealers were actually willing to 
buy it. People gathered just in case, much as 
they gathered wherever shops were selling 
food at the new old prices. Shops' shelves 
were stripped bare. 

But Mr Lukashenka could do little 
about the exchange rate in Moscow, where 
also the Belarussian rouble is bought and 
sold. So he blamed the continuing fall of 
the currency on Russian saboteurs, and on 
March 23rd he told Belarussian banks to 
limit settlements with non-resident sellers. 
This simply drove the value of the 
Belarussian rouble still further down in 
Moscow. It was hard to unload the currency 
at much less than 70,000 to the dollar this 
week. Yet in mad Minsk the central bank 
stood by an official rate of 33,460 roubles to 
the dollar, and currency kiosks were obedi- 
ently posting a rate of 42,000. The rouble 
was worth twice as much a year ago. 





The currency collapse has given the lie 
to Mr Lukashenka's claims of a little eco- 
nomic miracle in his country, where most 
industry is still state-controlled. Last year 
Belarus said its economy had grown by 
10%. But that was only part of the story, and 
a contestable part at best. In reality Mr 
Lukashenka was encouraging firms to raise 
output, regardless of sales or profit. He was 
dumping goods where possible in barter 
payments to Russia. And he was printing 
money willy-nilly to keep the economy 
afloat through cheap loans. 

Now comes the bill for that happy inter- 
lude, and not just via the currency markets. 
Belarus owes Gazprom, Russia's gas mo- 
nopoly, $200m-plus. Gazprom is cutting 
supplies bya third until it sees cash. Belarus 
wants the Russian government to help out. 
This month Mr Lukashenka was also shop- 
ping for friends in Iran and Syria, offering 
to modernise and service Soviet weapons 
there. From being merely a mismanaged 
state, Belarus may be starting down the 
path of a rogue one. 





Serbia and Kosovo 
Bubbling away 


BELGRADE AND PRISTINA 


T MIGHT seem an odd moment for Slob- 

odan Milosevic to embrace Serbia's lead- 
ing ultra-nationalist and give him and his 
disciples a string of posts in government. 
Serbia's separatist province of Kosovo is 
still on the brink of civil war. The western 
countries (plus Russia) that are most in- 
volved in former Yugoslavia (which these 
days comprises Serbia and its little sister re- 
public, Montenegro) were appalled by the 
news, which came just as they were about to 
discuss whether to tighten economic sanc- 
tions against Serbia for its vicious treat- 
ment ofthe ethnic Albanians who make up 
90% of Kosovo's people. But invariably 
there is method in Mr Milosevic's seeming 
madness. He may have had a good reason, 
on March 24th, for asking the ferociously 
nationalist Vojislav Seselj to join Serbia's 
government. 

Mr Seselj is an intelligent brute. In the 
war that followed Yugoslavia's break-up in 
the early 1990s, he helped—with Mr 
Milosevic's approval—to organise ethnic 
cleansing of non-Serbs in swathes of Bos- 
nia and Croatia. His Serbian Radical Party 
still calls for a Greater Serbia that would 
swallow up chunks of those countries. The 
very mention of Mr Seselj stirs fear in 
Kosovo and rage in Montenegro, which is 
increasingly disgruntled about its isola- 
tion, thanks to being lumped together with 
Serbia in the rump of Yugoslavia. 

Now Mtr Seselj will control a clutch of 
Serbia's top jobs. He will be one of five dep- 





] B nt n- A BLUE nd 
BOLA Eee 
= oy Pa i ite Saye? we ee ees 


uty prime ministers and may sit on a board 
that oversees the police. His party now has 
15 of 36 posts in the cabinet, including the 
information ministry. 

That is a flagrant snub from Mr Milos- 
evic for the West. He may, indeed, be telling 
his foreign detractors that further sanctions 
against Serbia will merely stoke national- 
ism. But there is also a less dire possibility. 
If Mr Milosevic means to negotiate seri- 
ously with separatists in Kosovo, his hand 
will be strengthened by having an arch-na- 
tionalist like Mr Seselj inside his govern- 
ment, rather than sniping away from out- 
side, making accusations of limp-wristed 
treachery. 

But does Mr Milosevic really want 
peace? His signals have been mixed. On 
March 24th he agreed, after more than a 
year of stalling, to carry out a deal to let Al- 
banians move their “parallel” school sys- 
tem out of private houses and back into 
public buildings. Before Serbia’s recent le- 
thal campaign against the Kosovo Libera- 
tion Army (KLA), such a deal would have 
been hailed as a breakthrough. 

Too late now, perhaps. Protest and gun- 
fire are drowning out the murmurs of 
peace. In Pristina, Kosovo's capital, some 
20,000 Serbs demonstrated against the 
education agreement, because they will 
have to turn over school and university 
buildings to Albanians for half of every day. 
Radovoje Papovic, the university’s rector, 
who is also a strident Serb nationalist, 
carped at the government for caving in to 
“separatist terrorists”. 

Meanwhile, the shooting continues. De- 
spite international demands that they 
withdraw, Serb police have dug in around 
villages in the Drenica area to the west ol 
the capital, where the KLA is strongest. Alba 
nians are threatening to shoot Serbs at 
checkpoints. On March 24th police at 
tacked villages close to the borders of Alba 
nia proper and Montenegro. Women and 
children, Albanian and Serb alike, are flee 
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ing. In the cafés of Pristina the talk is all 
about war. 

Though ever more militant, on March 
22nd the Kosovo Albanians nonetheless re- 
elected their pacifist leader, Ibrahim Rug- 
ova, as president of their self-declared re- 
public. Since his rivals boycotted the 
election, it is unclear how strong Mr Rug- 
ova's grip still is. To date, few Albanians 
query his right to speak for them in negotia- 
tions with Serbia. But the radicals of the 
KLA and within his own party will quickly 
disavow him if they think he is being too 
flexible. His 15-strong negotiating team em- 
braces a confusing variety of opinion. 

Besides, neither the Serbs nor the Alba- 


nians have agreed on even the barest basis 
for talks. Mr Rugova wants international 
mediators involved. Mr Milosevic still says 
Kosovo is a purely Serbian matter. With ges- 
tures like the education deal he has tried to 
divide the outsiders’ group (the four biggest 
EU countries and the United States, as well 
as Russia) which imposed sanctions in 
early March and have threatened new ones. 
When the group met in Bonn on March 
25th, Russia and some Europeans were im- 
pressed enough to block an American effort 
to tighten sanctions. But the group gave Mr 
Milosevic four weeks to start peace talks— 
with foreign involvement—or face further 
Sanctions. 





Turkey 
Pity the children 


MANISA 


Although Turkey’s human-rights record is still rotten, anger about a recent 


trial may bring changes for the better 


A bit less awful 





HEN 15 young people aged between 

14 and 24, along with a 28-year-old 
teacher, were paraded two years ago by the 
Turkish police, many Turks reckoned they 
looked more like traumatised versions of 
their own children than the Marxist hooli- 
gans the policemen had made them out to 
be. And many believed the youths when 
they said they had spent the previous week 
and a half being electrocuted, sexually as- 
saulted and variously abused on the fourth 
floor of police headquarters in the grape- 
producing town of Manisa, just inland 
from Turkey's Aegean coast. 

Most Turks, disliking torture (unless it 
prises confessions out of Kurdish guerril- 
las), have continued to believe the young- 
sters and to doubt the police—even after a 
state-security court sent 12 of the 16 to jail. 
In January the Supreme Court of Appeal 
eventually quashed the convictions. But on 
March 11th, when a court in Manisa acquit- 
ted ten policemen charged with torturing 
the youths, anger surged up again. The ap- 
peal court will now re-examine the case 
against the policemen. “All of Turkey”, 
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grumbles one of the policemen’s lawyers, 
“is convinced my clients are torturers and 
the children innocent.” Emotions ran still 
higher this week, when the 12 youngsters 
were again in court, facing yet another trial 
on the same charges as before. 

How did the policemen get off in the 
first place? The tale is instructive. No fewer 
than 11 doctors and eight nurses from four 
medical institutions testified that, after 
examining the young people, they could 
find no evidence of torture. Most Turks sus- 
pect that, in cases like this, such evidence 
comes from people who have been heavily 
leaned upon: that is how battered prison- 
ers, Kurds and non-Kurds, come to be given 
mysteriously clean bills of health. The truth 
is not always suppressed: a doctor in a 
town 80 kilometres (50 miles) south of 
Manisa was recently charged with “derelic- 
tion of duty” for writing a report that got 
some local policemen charged with torture. 

Reports are still circulating about activi- 
ties on that fourth floor of Manisa’s police 
station. Since the case of the students came 
up, three doctors have testified that one de- 
tainee in another case in Manisa showed 
signs of having been tortured. Last year two 
Manisa policemen from the same anti-ter- 
rorist squad were convicted of “ill-treating” 
another political campaigner. 

The whole case against the youths any- 
way seems extraordinarily feeble. The po- 
lice say they wrote political graffiti on walls. 
Well, one girl did write idealistic poetry in 
her notebook; one of the boys used to strum 
his guitar as an act of rebellion against the 
Islamist-tinged nationalism encouraged by 
his headmaster; another refused to make 
what is supposed to be a voluntary con- 
tribution to his school. But the policemen, 
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while accusing the children of plotting vio- 
lence, never discovered any weapons. Last 
year a court in Manisa found that a barber's 
shop had been set on fire not—as the police 
first claimed—by a Molotov cocktail but by 
a leaky gas cylinder. 

And yet not all the news about Turkish 
justice is bad. The country's Human Rights 
Association reports that the number of 
Turks who died in custody in 1997 as a re- 
sult (it says) of torture fell by a third com- 
pared with the previous year. People at the 
association, Turkey's leading human-rights 
body, say the fall was due in part to a new 
law cutting the length oftime a suspect may 
be held in custody without charge from a 
week to four days. In 1997, more than 80% 
of the torture claims were apparently 
lodged before March, when the new law 
was brought in. Still, even if the police in 
western Turkey are getting more careful (or 
perhaps more devious), in the south-east it 
seems that their methods against Kurdish 
suspects are as harsh as ever. 

How are the police to be brought under 
control? These abuses will end only if poli- 
ticians are determined to stop them—and 
have the guts to face down Turkey's power- 
ful generals, who might be inclined to with- 
ho:d approval. As things are, policemen 
who have been convicted of ill-treating 
prisoners are very rarely sacked. Since the 
end of 1995, five successive interior minis- 
ters have had the chance to suspend from 
duty the ten policemen who, most Turks 
reckon, tortured those youngsters a couple 
of vears ago. None did so. 

Still, things may be changing. On 
March 19th, in what optimists see as a 
benchmark decision, five policemen were 
jailed for seven-and-a-half years each for 
killing à journalist two years ago. A lot of 
orcinary Turks are slowly becoming more 
aware ofthe defects of their judicial system. 





Their children “disappeared” 
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. presented, echoes the commission's. | 4 
But Brussels has also played a big 


/. 1995, Mr de Silguy. helped put the 


euro back on course. For the past two 
years he has cheerfully tacked 


get deficits will be kept, and that 


" TEREOTYPES can mislead, but few are as reliable as that of 

the énarques, those arrogant smarty-boots that come out, 
smooth and polished. from France's administrative finishing 
school. Yves-Thibault de Silguy, the European Union's commis- 
sioner for monetary affairs, is a splendid archetype. A gangling 
Breton aristocrat, keen on sailing, shooting and smoking his 
pipe, he is always briskly turned out, ever ready with a few neat 
bons mots. Before coming to Brussels, he served youthful terms 
in the cabinets of both Jacques Chirac and Edouard Balladur 
during their respective periods as prime minister. This week saw 
his finest hour: the European Commission's convergence report, 
which recommended triumphantly that 11 countries should 
join Europe's single currency on January ist 1999. 

The sailing towards such a 
“wide” euro has not always been 
plain. When Mr de Silguy cruised 
into Brussels in 1995, preparations 
had barely begun. The outlook had 
been choppy ever since Europe's ex- 
change-rate mechanism fell apart in 
1992-93 and the continent's econo- 
mies tipped into recession. It seemed 
that only Germany's chancellor, 
Helmut Kohl, was stilldetermined to 
pursue the great voyage that had be- 
gun at Maastricht in 1991. 

German views remain decisive— 
though it is notable that the report of 
the European Monetary Institute,on 4 
which Germany's Bundesbank is re- / 


part. With his green paper in mid- 


around the Union, avoiding only - $ 
Denmark, so stoically anti-euro that 
it has never invited him. He has al- 
ways said the euro will arrive on 
time, that Maastricht's rules for bud- 


most countries will qualify. His forecasts were doued his 
patchy economic knowledge scorned. Now that he has, perhaps 
a shade fortuitously, been proved right, he is entitled to crow. 
Behind the scenes, he has also worked hard at another job: 
keeping his own country on board. Commissioners are not sup- 
posed to work for their home governments, but few jib at Mr de 
Silguy’s tight links to Paris. When his old boss, Mr Chirac, be- 
came France's presid: 
scepticism; Mr de Silguy helped end that romance. The commis- 
sioner has no such liaison with the Socialists, yet last June he 





. tushed to Paris to urge the new government, under Lionel Jos- 
pin to be faithful to the. euro, despite having to junk election 







reed constraints on budget deficits. 
| won academic economists’ doubts 





bearers at "be saline m T Miner in common ne Siker 


| (non-economist) euro-enthusiasts, airily. dismisses such WOITIES, 


Yves-Thiba ult de : silg Juy, « eu ro-navigator 





ent in 1995, he flirted briefly with euro- 





instead playing up the benefits of price transparency and lower 
transaction costs. —— 

He is back on terra firma when he argues that the euro will 
put a strong wind behind the liberalisation of capital markets 


and will heip set Europe's over-regulated economies free. In- 


deed, though in earlier life a typical French interventionist, Mr 


de Silguy now admits to learning useful lessons, in Brussels no- 
less, in economic liberalism. He goes about preaching the virtues ` 


of deregulation with all the zeal ofa convert—not least in France, 
which he concedes is behind the times by still hesitating to go 
full-speed for a free market. 

Might he persuade France to change? Still under 50, Mr de 
Silguy on, harbours political ambitions. He thought long 
and hard about running for the right 
in recent regional elections in his na- 
tive Brittany, hoping to become its 
president as a springboard to higher 
things. His indecision prompted 
much grumbling in Brussels. A com- 
missioner gets a fat tax-free salary in 
.| return for full-time dedication to his 
ke job, and overseeing the launch ofthe 

@ euro is one of the commission's big- 
4 gest jobs. Jacques Santer, the com- 
mission president, has since ruled 


) elected office. 

| There is an irony here, for one be: 
setting problem for the euro is politi- 
cal accountability. When Mr de Sil- 
guy first came to Brussels, the 
European Parliament doused him 
with derision for being a mere civil 


| Euro-MPs. Yet he has never been 
SE elected to anything: commissioners 
'd are simply appointed by heads of 
* government. So also will be the presi- 
. dent and council of the European 
Central Bank—which, on paper, may 
| : well be the most independent and 
least accountabe — bank in the world. 

This may be dangerous, for the euro must ultimately live or 
die according to popular support. The new bank will urgently 
have to cultivate it—by singing the euro's praises, by massaging 
the press, by giving the European Parliament readable progress 


reports. These tasks, which should soon be in full swing, are al- 


ready being made harder by the row among Europe's heads of 
government over the choice of the bank's president. 

The French, of course, still want the new bank to answer to 
national governments, with the new “euro-x” group of the EU's 
finance ministers (soon to be the *euro-11")as political interlocu- 
tor. MrdeSilguy makes no secret ofhis hope that euro-x will seek 
to harmonise Europe's economies, starting with taxes and then 
moving on to such areas as welfare and the labour market. Yet 


that no commissioner should run for 
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_ servant and not up to the job; he has - 
d since gone out of his way to soft-soap 
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there is little sign that Europe's voters, in France or anywhere 3 


else, are thirsting for speedier integration. The trouble with 
énarques lies not in their brains or their arrogance; it is in their 
elitism, which makes them ignore ordinary people. Captain de 
Silguy must learn to chat to the humblest of those nervous land- 
lubbers who still feel at sea with the euro. 
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Britain's most successful export 


BERLIN, MADRID, MILAN, PARIS, TOKYO AND WASHINGTON, DC 


Tony Blair is widely seen as the standard bearer of a modern Britain; but his 
ministers keep bumping into the legacy of empire. Our first two articles look at 
Mr Blair's emergence as an international celebrity, and at Britain's imperial 


hangover 


Le standing ovation Tony Blair re- 
ceived from the French national assem- 
bly after his speech on March 24th may 
have been as much a tribute to his ability to 
speak French as to the clarity of his ideas. 
But British prime ministers are not used to 
getting ovations of any sort in France, and 
there is little doubt that the warmth of Mr 
Blairs reception reflected a broader phe- 
nomenon. Just at the moment, Mr Blair is 
big in France. An opinion poll taken in De- 
cember found that 82% of the French 
claimed to have a positive view of the Brit- 
ish prime minister. 

Blairmania is not confined to France. 
The week before going to Paris, Mr Blair 
was in Germany and found both the main 
contenders in Septembers elections jos- 
tling to be seen with him. Gerhard 
Schroder, the Social Democrats’ contender 
for the chancellorship, is often referred to 
as "Germany's Tony Blair", and has done 
little to discourage the comparison. 
Helmut Kohl, the chancellor, is also keen to 
emphasise his friendship with "Lieber 
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Tony". In Italy, the new British prime min- 
ister has become a familiar cover boy for 
news magazines; and in Spain, the progress 
his government appears to be making in 
Northern Ireland has been favourably con- 
trasted with the bloody stalemate in the 
Basque country. 

Mr Blair even seems to have made an 
impression outside Europe. He received 
pop-star treatment during walkabouts in 
Japan earlier this year, where polls sug- 
gested that many Japanese women would 
quite like to marry him. The Asahi, a left-of- 
centre paper, gushed about this “dazzling 
young leader". 

What do foreigners think they see in Mr 
Blair? Youth is one obvious answer. Young, 
good-looking political leaders start with an 
inbuilt advantage over their older, fatter 
brethren—as Kennedy was quick to realise. 
The image of a youthful, dynamic leader 
goes down particularly well in societies 
such as Japan and Germany, where there is 
a widespread acknowledgement of the 
need for reform, but widespread despair 


about the possibility of overcoming power- 
ful vested interests. The fact that Mr Blair is 
from the left has prompted the hope that 
the social costs of such reforms might be 
manageable. One Japanese editorialist 
wrote that the British leader represented re- 
form that combined "competitiveness 
with compassion". Mr Blair could not have 
put it better himself. 

The fact that the British economy is cur- 
rently in good shape certainly helps. In- 
deed a lot of Mr Blairs foreign fan-mail 
seems to be directed at Britain in general. 
Br:tish culture is getting an unusually good 
press in France at the moment, and "cool 
Br:tannia" is an American journalistic cli- 
ché Shortly after Mr Blair visited Germany, 
Bild, a popular daily newspaper (broadly 
Germany's answer to the New York Post or 
the Sun), published a paean of praise to the 
low taxes and low unemployment of mod- 
ern Britain. "England was top dog once,” 
the paper wrote, “... Now the English are 
dashing ahead again. Let's hope we are not 
left trailing behind." The fact that Mr Blair 
can hardly claim credit for the labour-mar- 
ket flexibility and low taxes of modern Brit- 
ain is glossed over. Instead his emergence 
has given Germans licence to admire 
Thatcherite achievements, without having 
to admire the iron lady herself. 

Inevitably, there is likely to be a back- 
lash against all this idolising of Mr Blair. If 
the backlash comes, it may begin with the 
European left, which initially saw the new 
British leader as someone who might re- 
invigorate socialism and social democracy. 
Many European lefties are now beginning 
to suspect that instead Mr Blair may simply 
be a stalking horse for American-style wel- 
fare reforms, which are regarded with deep 
suspicion in much of continental Europe. 
It was noticeable during Mr Blair's speech 
to the national assembly that he received 
much warmer applause from the right- 
wing deputies than from his putative soul- 
mates on the left. He told the deputies that 
he had once worked in a French bar and: 
"There was a pot where all the waiters were 
meant to put their tips. After two months I 
realised I was the only one putting tips in. It 
was my first lesson in socialism in prac- 
tice." The rightists slapped their thighs; the 
socialists were less amused. 

One other reason why Mr Blair may at- 
tract increasing suspicion from the Euro- 
pean left is his determination to stay snug- 
gled up to the United States on security 
issues. Britain's closeness to America over 
Iraq attracted adverse comments from left- 
ists in France, Spain and Italy. And Mr 
Blair's passage stressing the importance ofa 
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“close security relationship wi 


French national assembly. | 


It also seems that some centre-left poli- — 


ticians around the world have had their 
noses put slightly out of joint by the emer- 
gence of Mr Blair. Felipe Gonzalez, the for- 
mer Spanish prime minister, who was once 
the golden boy of the European left, seems 
to be distinctly disgruntled. He has made 
unflattering comments about Mr Blairs 
closeness to Bill Clinton and about his reli- 
gious streak. “My socialism is anti-clerical,” 
growls Mr Gonzalez. “My heart always 
sank in European council meetings when 
people started justifying positions on 
pseudo-moral religious grounds.” 
Surprisingly enough, this tinge of jeal- 





The British empire 
Imperial amnesia 


ee R COOK has forgotten that the 

British mandate over Palestine 
ended 50 years ago,” spluttered an Israeli 
official in the aftermath of the British for- 


Middle East earlier this month. Robin. 
Cook must be getting used to having the de- 
cline of the British empire pointed out to 
.. himinforceful terms. His efforts to be help- 
- ful over the conflict in Kashmir so enraged 
. the Indians last summer that the then In- 
- dian prime minister was moved to remark 
— that Britain should remember that it was 
-nowa “third-rate power". | 
The Indian and Israeli rows were curi- 
ously similar. In both places territorial con- 
flicts have their roots in a messy partition 
that followed the end of British rule in the 
late 1940s. Partly as a result, both Indians 
and Israelis are disinclined to listen to stric- 
tures from visiting British ministers. But 
the idea that Mr Cook is suffering from 
*  postimperial delusions of grandeur is 
- . probably wide of the mark. On the con- 
- trary,the problem (if such it is) is that mod- 
ern British ministers, particularly those 
from the Labour Party (which traditionally 
opposed colonialism) do not regard them- 
selves as the heirs to the British empire. As a 
result, they often seem mystified when they 
bump into post-colonial sensitivities in 
former outposts of the British empire. 
- > The most striking recent example of this 
imperial amnesia came from Clare Short, 
the minister for international develop- 
- ment. Rejecting a request from Zimbabwe 
for additional aid, to buy back land occu- 
pied by settlers during the colonial era, she 
wrote to her Zimbabwean counterpart last 
. from diverse backgrounds, without links to 
_ former colonial interests. My own origins 
are Irish and; as you know, we were 
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was greeted with stony silence by “the 4 





eign secretary's controversial visit to the - 


December—“We are a new government. 














that the British prime minister may be a bit 
over-rated. This group reckon that he only 


looks dynamic in comparison with Mr- 


Clinton because he enjoys the advantage of 
à parliamentary system, which makes it 
easytogetthingsdone. — ~. 
| t is this sort of thought, uttered sotto 
voce for now, which may eventually lead to 
a more serious assessment of Mr Blair 
around the world. Like the British, many 
foreigners have warmed to the prime min- 
isters smile and manner. When Mr Blair 
actually has a record to assess, new judg- 
ments will be formed. 
| tS thee e 


colonised, not colonisers.” Clearly Ms Short 

felt that her own personal history was of - 
more significance than the fact that she is - 
 nowa minister in a British government. 


The memory hole 

 Vagueness about empire is not a condition 
confined to ministers. Despite the signifi- 
cance ofthe United States in British history, 

















ecent Gallup poll found that around half. 


of the British public thought that America 


had never been a British colony (see chart). 
The great figures of British imperial history 
are now largely forgotten. Gallup. found 
that only small minorities could link par- 
ticular figures with the places they 
colonised: 19% put Raffles in Singapore; 
20% linked Gordon with Sudan and 37% 
associated Clive with India. w T 
— A recent survey of children in England 
and France found that whereas French chil- 
dren had clear ideas about why they were 
proud to be French—the traditions of lib- 
erty and equality were frequently cited— 
the English were less patriotic, and had haz- 
ier notions of national pride. The most fre- 
quently cited reasons for being proud to be 
British were to do with national prowess in 
football (yes, really) and pop music. Empire 
barely rated a mention. 
Yet when they are asked about empire, 
the British are unapologetic. The politically 
correct idea that there was something 
shameful about colonising large swathes of 
the world has little resonance among the 
public. Some 70% of people express pride 
that Britain had an empire, and 60% say 
they regret its passing. But 53% reject the 
view that “the British cannot get over hav- 
ing had an empire,” only 13% think that 
Britain could have hung on to its imperial 
possessions, and 50% think Europe means 
more to Britain than the Commonwealth. 

For Tony Blair, empire is a ticklish sub- 
ject nonetheless—and not just because his 
ministers keep being reminded of it when 
they venture abroad. Mr Blair is keen tc 
project Britain as a modern, forward-look 
ing country—“a model 2istcentury na 
tion", ashe put it to the Labour Party confer 
ence in September. He also knows tha! 
although the British as a whole may regarc 
the empire as a source of national pride 
many members of his own party would no: 
see things that way, not to mention all those 
former imperial subjects who might haw 
views on the subject. Yet since Mr Blair i: 
given to making speeches ruminating or 
the marvels of being British, he cannot ig 
nore the subject of empire entirely. 

The solution Mr Blair seems to have 
adopted is to keep references to Britain’ 
imperial past brief but positive. In his 199€ 
speech to the Labour Party he artfulh 
elided Britain’s achievement in building 
an empire with its achievement in disman 
tling the empire peacefully. The followin; 
year decolonisation had dropped out of thi 
picture. The creation of “an empire tha 
covered the world” was one in a long list o 
British achievements, along with the indus 
trial revolution and the invention of televi 
sion—there to be noted, but not central t 
his vision of being British. In this respect, a 
in many others, Mr Blair seems to be ii 
tune with modern Britain. 
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Utility regulation 


Going backwards 


EW LABOUR may be triumphant, na- 
tionalisation may be dead, but the 
party's lingering attachment to state con- 
trol is far from buried. The long-awaited 
government green paper on utility regula- 
tion, published on March 25th, is evidence 
that the government is still finding it hard 
to come to terms with the privatisation of 
public utilities. 

The policy document, the product of a 
prolonged tussle between the trade secre- 
tary, Margaret Beckett, and the chancellor, 
Gordon Brown, is predictably fuzzy. But its 
interventionist tone, buttressed by claims 


that consumers have been sacrificed to the 
benefit of shareholders, points to a deter- 
mination to refight the battles of the past. 

Old Labour has never accepted “selling 
off the family silver”, as the Tories’ whole- 
Sale privatisation was dubbed. It thinks 
privatised monopolies were allowed to 
make excessive profits and to pay inflated 
salaries to their executives. The fact that 
most of the privatised utilities have cut 
prices and transformed the delivery of their 
services cuts little ice with those who are 
uncomfortable with the notion of profits 
being made from public services. 

Mrs Beckett, who launched the docu- 
ment, comes from the left wing of her party. 
She has had to abandon her wish to force 
companies to share "excess profits" with 
consumers. Instead, the green paper sug- 
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Nice work 
Total returns per annum since privatisation 
es 


20 25 
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gests that the current-profit basis which al- 


lows companies to maximise their returns, 


once efficiency targets have been met, 
should be moderated by "error-correcting 


mechanisms". These would come into play 


when companies benefited from "specific 


factors outside their control" or if they “de- 
liberately misled the regulator." This odd 





The wild frontier 


DOVER 


NCE Dover was a sleepy port. But the 
main embarkation point for ferries 
to France is turning into a gangsters' fron- 
tier town. Over the past year, hoods have 
taken over cheap guest houses and pubs. 
Crime has soared: burglaries and thefts 
from cars went up by two-thirds in 1997. 
Appalled locals have witnessed shootings 
and violent feuds, conducted with knives, 
axes, acid and baseball bats. 

The crooks are attracted by the pros- 
pect of bootlegging cheap cigarettes and 
alcohol from Europe. Booze cruises to 
France have been a part of life for many 
Britons since customs controls were first 
eased in 1993. They can take advantage of 
the lower "sin taxes" in Europe, provided 
all their purchases are for personal con- 
sumption. The problem is that the price 


. All for personal use 


differential has also proved irresistible to 
criminal gangs, which can sell on their 
purchases illegally, and at a big profit. 
The lure of easy money in Dover has 
attracted hard-core criminals from as far 
afield as Glasgow and Manchester. They 
are beginning to build a sophisticated 
organisation with proper finance and 
distribution. Intelligence men say the 
gangs are now forging links with criminal 
networks in Europe: officials searching 
for booze and fags have also intercepted 
illegal immigrants and narcotics. 
Bootlegging is now very big business: 
the Treasury reckons "excise smugglers" 
evaded £950m ($1.58 billion)in duties last 
year. Over half comes from hand-rolled 
tobacco, now more profitable than can- 
nabis. Fifty grams of tobacco sell for about 





£2 in Belgium, but £7 in Britain. A driver 
picks up tobacco from a shop near the 
Franco-Belgian border and distributes it 
to “runners” at the Calais ferry who walk 
it through customs in Dover; an associate 
then drives it to a warehouse nearby. The 
runners make perhaps £20 per trip, and 
make as many as eight trips a day; the big 
fish net perhaps £1,000 per trip, and hun- 
dreds of thousands a year. 

Alarmed officials put together a task 
force late last year to crack down on 
crime. In the last three months of 1997, 
crime in Dover fell by 20%. Customs offi- 
cials say they stopped £6.4m in duty eva- 
sion and recovered £130,000 in stolen 
goods during that time. They also stopped 
nearly £350,000 in benefit fraud (most 
runners are northerners on the dole). But 
police admit the gangs are not defeated. 
Vio-ent brawls persist, although some 
gangs have adopted a lower profile and 
moved to nearby towns. 

Officials are calling for more money 
and manpower to stamp out the trade. 
But even so, insists one frustrated port se- 
curity officer, “the only way to stop this is 
to lower our duties.” Could that happen? 
The Treasury would certainly be aghast, 
since cutting duties to French levels 
would cost the government £9 billion a 
year. Ironically, the government's hand 
mav yet be forced by Cherie Booth, the 
prime ministers barrister- wife: she won 
a legal battle this week on behalf of a 
brewer, arguing that Britain's obligations 
uncer European law require it to harmo- 
nise taxes with its neighbours. 

In the meantime, bootleggers and 
shopkeepers are making hay. Dave West, a 
Londoner who runs “EastEnders”, a 
wildly successful chain of shops in Calais 
and at the Belgian border, boasts that over 
80% of his customers are bootleggers: “If 
they weren't doing this, they'd be commit- 
ting crimes," he observes sagely. 
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- the utilities’ borrowing on the capital mar- 
kets. The companies also face a less predict- 
able regime with new social obligations 
placed on regulators “to ensure that disad- 
vantaged consumers benefit from im- 
proved efficiency and greater fairness". 
What does this mean? A directive from the 
top is of little help. In a confidential 
minute, Tony Blair blithely stated: "Cross- 
subsidies are fine, as long as no one loses.” 

The green paper also opens up the pos- 
sibility of individual regulators being re- 
placed by small executive boards or com- 
missions, or statutory advisory groups. 
There is even an admonition that directors' 
pay should be linked in future to service 
quality, though how a regulator would im- 
plement this is unclear. 

The reaction of the current regulators to 
these proposals ranges from mild scepti- 
cism to outright hostility. The electricity 
regulator, Stephen Littlechild, told The 
Economist that the green paper identified a 


were uncomfortable. The answers, he 


Millennium computer bug 


Yea [ Zero 





| *OM U TER projects are notorious for 
M2 running behind schedule. But there is 
one deadline that cannot be put off: unless 
< they are fixed in the meantime, millions of 
. computers and other pieces of electronic 
equipment will go haywire at midnight on 
. the last day of 1999. This is because they 
record only the last two digits ofa year, and 
when "oo" comes along they will either as- 
^ sume it must be 1900 all over again or sim- 
ply shut down in confusion. On March 
30th Tony Blair will make his first speech 
on the so-called millennium bug, in which 
he is expected to offer financial aid to firms 
to help them avert a crisis. The prime min- 
ister will also chair a European Union con- 
-ference on the computer bug next month. 
His offer of aid to British firms comes as 
_..they and public bodies are finding that 
VUE swatting g the hr is. costing them much 









telephone services, ? he. banki ng system, 
health services, transport and industry are 
all at risk if it is not caught in time. Action 
2000, a body set up by the government to 
co-ordinate its campaign to beat the bug, 
says that in the past year about 15% of the 
microchip-controlled production lines in 
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: ird hcc in an increase in the cost stot” 


number of issues with which ministers- 


noted, were not very clear. The gas regula- _ 





paper pointed down a dangerously inter- 


| ventionist path: “It is the regulator's inde- 
pendence that I worry about most.” 


Even its critics accept that the green pa- 
per outlines some useful reforms. The pro- 
posed merger of gas and electricity regula- 
tion isan acknowledgement of the growing 
convergence in the markets for these two 
energy sources. The call for greater trans- 
parency of regulation is given weight by a 
suggestion that information on the utilities 
held by regulators should be disclosable 
unless companies can show that this will 
cause substantial harm. 

But the green paper's overall message is 
that the public has been poorly served by 
the current regulatory regime and that 
more government intervention is needed. 
When Mrs Beckett was asked at the press 
launch whether all this did not reek of Old 
Labour, she replied: “If Old Labour means 
that we are on the side of the consumer, 
then we are happy to plead guilty to that." A 
nice answer, but if the price of greater "pro- 
tection" is higher bills or less efficient ser- 
vice, the consumer may not end up thank- 
ing Mrs Beckett. 





: The bit for the vdilleuniues bug keeps going up 





factories have failed tests of whether they 
can cope with dates beyond 1999. In a few 
cases, even hunting for the bug can cause 


disaster: the National Pharmaceutical 


Association has reported that two pharma- 


cies had their entire records wiped out dur- 
ing such tests. A computer-industry source 


has told The Economist that a government 
department's computer network suffered 


irreparable damage during testing. 

This week, Don Cruickshank, who 
heads both Action 2000 and Oftel, the 
telecoms regulator, called the first meeting 


of Britain 





She said fhat de eared the green | 
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s main publi ties | 
gency services to begin co-ordinating their 
contingency plans. He says he is confident 
that enough work is being done to avert a 
full-scale disaster. But whereas so far the 
emphasis has been on advice and encour- 
agement, the government and its agencies 
may soon have to start issuing edicts. For 
instance, Mr Cruickshank thinks that he 
and other utility regulators may have to or- 
der the firms they oversee to provide more 
specific guarantees to hospitals and other 
priority customers. 

So far, says Mr Cruickshank, large firms 
and public bodies are keeping to their 
planned schedules for detecting and fixing 
the bug, but to achieve this they are having 
to spend more than expected. Unilever, a 
foods and detergents maker, recently tre 
bled its bug-busting budget to £300m 
($500m). British Telecom is also spending 
£300m to prevent the national telephone 
network from crashing. The big four bank: 
(NatWest, Barclays, HSBC and Lloyds TSB 
will spend £1 billion between them. 

Earlier this month, the governmen 
raised its estimate of the cost of stamping 
out the bug in Whitehall departments fron 
£370m to £393m. On top of this, the healtl 
service faces costs of perhaps £500m, to b 
found from existing budgets. Everythin; 
from patient records to equipment or 
board ambulances relies on date-sensitive 
microchips. Even minor failures, if dupli 
cated across the whole country, could causi 
many deaths. Mike Smith, a senior docto 
and computer expert at St Bartholomew’: 
Hospital in London, reckons that even i 
only 10% of the NHs’s computers breal 
down, up to 1,500 patients might die whil 
the machines are being fixed. — ^ 

. Robin Guenier, who was the govern 
ment's chief adviser on the bug until he wa 
dropped last September (apparently for be 
ing too doom-laden for ministers’ tastes 
says that even the revised estimate of th 
cost to central government is likely to be ; 
substantial underestimate. Mr Guenie 
also disputes Mr Cruickshank's claim tha 
large organisations are on course to. bea 
the bug. He says many firmsare still discos 


_ ering new problems, and are: therefore sli 


ping behind schedule. : 

The government has so far declined t 
give its own estimate of the total cost of th 
bug across the entire economy. MrGuenie 
is sticki his estimate, seen by others a 







could. E theory cost Britain more than £5 


n theory, t that i is b because he dl 


h ng done t to ensure that chac 
d? We shall soon find out—in 64 
days' time, to be precise. | 
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le add thoughtful minister at the De- 
tthe: sort of man you would 
. Nor is his job—to “think the 
re of the welfare state—an obvious 
His first thoughts were published 
'e paper. But is it possible that the only 
Mr Field and heroism is a want of 
William Beveridge, the welfare state's 
ly hero material either. 
'ictorian toff, a Liberal, the son of a 
harterhouse and Balliol, where he 
found it difficult and switched 





















| started to read m. 
to. classics. us) 






ir lucky enough tobe his uals 3pm 
assistant, was appalled by his | 
‘habit of rising at sixand beginning 
the day in an icy bath. 

j  .One of Beveridges multiple 
| | personalities was that of an egotis- 
| tical, opinionated autocrat (he 
| wrote leaders for the Daily Tele- | 
i. graph) who thought on a grand - 
-| and occasionally Teutonic scale. 

| He was director of the London - 
: |. School of Economics and ruled it | 
| with an iron hand. Later, as vice- — | 
| 

| 

i 











-| chancellor of London University, | 

1 he presided over the building ofits | 

[Senate House. Intended to em- 

| body “the lightheartedness and so- 

j^ lemnity of youth”, this turned in- 

|. stead into a monstrous edifice that Hitler is said to have Sa for 

| his London headquarters after the conquest of Britain. 

However, Beveridge also took an early interest in social re- 

i. form. Like Clement Attlee, he worked after: university at Toynbee 

. Hall, a university foundation in London's East End, where he 

| was able to see the wretchedness of the poor at first hand and to 
be shocked by it. This was a lasting influence. His academic ca- 
reer was interspersed with public service: as director of labour 

, exchanges from 1909 and permanentsecretary ofthe Ministry of 

| Food from 1919. But he was a difficult colleague. His reputation 
for arrogance in these and later jobs made it hard for him to find 
work in the government at the beginning of the second world 
war, when he was already in his 60s. He was so disappointed by 

| thejob he eventually landed—co-ordinating social insurance— 
that news of the appointment brought tears to his eyes. And yet, 
on December tst 1942, he produced the report that was eventu- 
ally to change the face of Britain. 

€ report went under the bland title “Social Insurance and 

Allied Services”. But parts of it glowed with fire. Famously, Bever- 
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idge declared war on the five giant (cap nite 
Disease, Ignorance, Squalor and idler yi 


vice and “the maintenance of employ 
ficial title was quickly forgotten as “t 
ceived rave reviews and became an: 








seller. In all, some 800,006 copies were bougl Beveridge’ sown 
estimation of the report's significance was characteristic. “From 


now on,” he said modestly to Harold Wilson, “Beveridge is not 





the name ofa man; itis the name ofa way of life, and not only for “LB 


Britain but for the whole civilised world." 


That is precisely what some members of Churchill's cabinet P D 


feared. Kingsley Wood, the char 
cellor, begged Churchill to dela 


Beveridge's scheme woed Ar 





to o doveapiayt the report, bate s 
match for its selfpublicisin 
thor. Beveridge barked so loi 
said Correlli Barnett, a histo 
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ery of social welfare". | 
Soa field marshal's baton lurks 
in Mr Field's knapsack? No. As 
. Nicholas Timmins says in his ex- 
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times. Britain had in recent mem- 


| Boer war and the Great War—that 


reconstruction; when the British people felt growing admira- 
tion for the stand of the Russian communists against Hitler; and 
when war service was. radicalising millions of soldiers. All these 
things conspired to give the Beveridge report its unitoppabie 
moral force and political momentum. As the New Jerusalem 
hove into view, it was simply impossible for Churchills govern- 


ment to take proper account of what Correlli Barnett with heavy 


irony later called the little matter of “sordid accountancy"—the 
question, that is, of how affordable the welfare state would be. 

Britain is nowadays much cha nged, and much richer. But the 
Beveridge legacy has also now turned into something sacred and 
universal, just as Beveridge predicted it would. He said in his 
report’s introduction that “a revolutionary moment in the 
world’s history is a time fer revolutions, not for patching.” That 
time has gone. Despite New Labours revolutionary talk, these 
days the work is all sordid accountancy, and patching. Mr Field 
is welcome to his thankless job. 
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had shown that swathes of its |. - 

population were, literally, unfit to 
fight. Beveridge’s report was pro 
duced in the backwash of the searing mass unemployment of- 
the 1930s; in the middle of another war, when all the talk was of 
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VIEWPOINT 


Commerzbank’s focus on German 
and European economic issues 3/98 


Chances are good 
for indexed bonds 
in Germany 





While European monetary union (Emu) will create the 
world's second-largest bond market, the opportunities 
for enhancing investment returns through diversification 
in Western Europe will be reduced. At the same time, the 
markets are pushing for more deregulation. The chances 
are good, therefore, that indexed bonds will be permitted 
in Germany, and actually used in practice by public-sector 
borrowers. Unlike the linking of wages to inflation, this 
kind of indexation does not pose a threat to price stability. 
in fact, it even makes governments keener to ensure that 
inflation remains modest. 


international presence: 
Almaty, Amsterdam, 
Antwerp, Atlanta, Bangkok, 
Barcelona, Beijing, Beirut, 


Bratislava, Brussels, Budapest, 


Buenos Aires, Cairo, Caracas, 
Casablanca, Chicago, 
Copenhagen, Dublin, Geneva, 
Gibraltar, Grand Cayman, 
Hong Kong, Istanbul, Jakarta, 
Johannesburg, Kiev, Labuan, 
London, Los Angeles, 
Luxembourg, Madrid, Manama, 
Mexico City, Mumbai, Milan, 
Minsk, Moscow, New York, 
Novosibirsk, Osaka, Paris, 
Prague, Rio de Janeiro, Sao 
Paulo, Seoul, Shanghai, 
Singapore, St. Petersburg, 
Sydney, Taipei, Tehran, Tokyo, 
Toronto, Warsaw, Zurich. 


AFTER TWO traumatic bouts of 
hyperinflation, Germany intro- 
duced legislation in 1948 ban- 
ning contracts in foreign curren- 
cies and indexation. This was 
intended to secure the legal stat- 
us of the D-mark as a means of 
payment and store of value. And 
50 years later, the D-mark ranks 
second only to the US dollar as 
an international reserve and 
investment currency. Yet while 
such safeguards are scarcely 
needed today, in principle the 
prohibitions remain in force. 


But WHEN the D-mark loses its 
status as an independent cur- 
rency on January 1, 1999, the 


German indexation ban will no 
longer apply. This would clear 
the way for the German public 
sector, which last year placed 
over DM200bn in new debt 
issues, to raise some of their 
funds in the form of indexed 
securities. With bonds of this 
type, either the amount repaid 
or the interest payments are ad- 
justed at regular intervals to 
changes in a price index, so that 
the real value of the investment 
is preserved. 


IN THE FINAL ANALYSIS, the gov- 
ernment itself could cut its inter- 
est payments, provided investors 
were prepared to accept a lower 
yield in return for protection 
against unexpected inflation. 
What is more, the European Cen- 
tral Bank and market partici- 
pants would have another way of 
measuring the real interest rate 
and inflationary expectations. 
Moreover, long-term investment 
products with a real-value guar- 
antee could be offered to the in- 


Volume of indexed bonds outstanding in selected countries 


market values, yeer-end 1997, in $ bn 


IN SWEDEN and the UK, some 
15% of total government bonds 
outstanding are inflation- 
indexed. Of course, in Germany 
they would be unlikely to cap- 
ture a comparable share of the 
market over the short term. 
Competition between financial 
centres will foster the issuance of 
such bonds. Apart from this, 
their tax status and the terms 
and conditions offered will influ- 
ence market volumes. 


AN INDEXATION CLAUSE on 
some government securities 
would not spur inflation. Rather, 
it would strengthen the govern- 
ment's interest in price stability, 
as a rise in consumer prices 
would lead to higher public debt 
or increase the interest-rate 
burden. A commitment by the 
government to take over at least 
some of the risk of unexpected 
inflation from investors would be 
a useful adjunct to the stability 


pact. 








vestor. At the same time, 
indexed bonds would provide 
an additional incentive to save 
for retirement, creating a useful 
complement to inadequate state 
pensions. 


IF INDEXATION were restricted 
to capital-market products, Ger- 
many might be able to make its 
financial markets more competi- 
tive without running the risk of a 
scala mobile spreading through- 
out its economy, e.g. to negotiated 
pay settlements. With a stable 
euro, the interest in indexation 
will anyway be relatively limited. 


For more information about 
Commerzbank's broad scope of 
research capabilities and finan- 
cial services, just contact the 
bank’s head office in Frankfurt. 
Fax +49 69 13 6-29805 
http://www.commerzbank.com 
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Oil shocked 


The fall in the oil price has stopped for the moment. But these days, oil shocks 


hurt producers more than consumers 


FTER weeks of bitter wrangling, the 
danger for oil producers seems to have 
receded. The price of oil has not dropped 
below $10 a barrel, the benchmark that in- 
spires something like terror among produc- 
ers. In the short run, at least, this appears to 
be a modest victory for the Organisation of 
Petroleum Exporting Countries (OPEC). But 
the decline in the price, which had halved 
in just over a year to the lowest in real terms 
since before the oil shock of 1973, remains a 
stark reminder of the extent to which the 
power of oil producers has been weakened. 

The slide in the price was halted on 
March 23rd. After criticising each other 
from afar for several weeks, Saudi and Ven- 
ezuelan oil officials got into the same room 
and glared at each other: the Venezuelans 
blinked. As recently as early March, Erwin 
Jose Arrieta, Venezuela’s energy minister, 
had declared he was too busy to attend a 
proposed OPEC meeting and vowed not to 
cut production “even by one barrel”. Com- 
ing from OPEC's biggest cheater, that atti- 
tude was regarded as unhelpful. Oil prices 
had dropped by 55% since January 1997, to 
hit a low of $11.27 a barrel, and had been 
sinking by 50 cents a week for months. 

Now, under a deal brokered by Mexico, 
its great non-OPEC rival in the hemisphere, 
Venezuela has agreed to cheat somewhat 
less flagrantly, and Saudi Arabia to match 
cuts by the two big Latin American produc- 
ers. Ten other producers 
are having their arms 
twisted to follow suit. By re- 
moving between 1.1m and 
2m barrels a day(b/d) from 
world markets, the produc- 
ers hope to “stabilise” 
prices, 

Certainly the immedi- 
ate response has been grati- 
fying to the cartel: the day 
the deal was announced, 
the price rose $2, more 
than 15%, the biggest jump 
since Iraq invaded Kuwait 
in 1990. Although prices 
have since slipped, they are 
still higher than before the 
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$ per barrel, 1997 prices 


Sources: British Petroleum; Petroleum Argus 


deal was brokered. If Iraq ramps up pro- 
duction, the economics will change for the 
worse, but for now anyway it looks as if a 
floor has been set. opec thus appears to 
have demonstrated its past skill in crisis 
management. Producers can take comfort 
from the knowledge that, on previous occa- 
sions when the market has flirted with the 
$10 level, the price bounced back to $20 or 
so. But this time may be different. 


Drive on 
Of the four previous post-war oil shocks, in 
1973, 1979, 1986 and 1990, only the one in 
1986 hurt producers. That experience 
taught opsc that prices could be stabilised 
only if all producers, including those out- 
side the club, halted their individual drives 
for a bigger share of the market. The oil 
shock of 1998—allow a slight rhetorical 
flourish and call it that—has a rather differ- 
ent lesson. It will be remembered for what 
It says about the comparative weakness of 
oil producers and the strength of oil con- 
sumers. This mini-shock has not hurt pro- 
ducers as much as the one in 1986; prices 
have not fallen as far. But OPEC's underly- 
ing difficulties—the near-impossibility of 
getting countries to work together and the 
need to persuade non-oPrc countries to 
co-operate—have clearly grown. 

All of that seems unlikely to change, 
even though the balance of global oil pro- 
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Plumbing new depths 





duction is going to. Almost 80% of the 
world reserves of just over a trillion barrels 
are in OPEC countries. The best guess is that 
in around 2005 non-OPEC production will 
begin to falter. In anticipation of this fall, 
OPEC producers have been trying to in- 
crease their share of the market. And that is 
why they have lately been in such trouble. 

OPEC's drive to sell more oil necessarily 
undermines the cartel. When prices are 
weak, producers have some incentive to 
band together to ease the pain. Once they 
recover, co-operation vanishes in the 
scramble to find customers. As Vahan 
Zanoyan of the Washington-based Petro- 
leum Finance Company puts it, "When 
prices are strong, the temptation to be the 
firs: cheat is impossible to resist." 

As for the divide between OPEC and 
non-OPEC countries, it has grown with the 
Share of oil output ac- 
counted for by non-oPEC 
| states. In 1973 OPEC ac- 
| counted for 54% of world 
| demand. Today, that is 
down to 41%. With control 





of less than half the market, 
OPEC's clout has dwindled. 

The fall in prices has 
hurt producers badly. At 
$14 a barrel, reckons the Pe- 
troleum Argus, a trade 
journal, producers lose 
$160 billion a year as com- 
pared with a price of $20 a 
barrel. Consumers have 
benefited, but patchily. In- 
dividual industries have 
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gained enormously, of course: haulage 
firms, airlines and petrochemical compa- 
nies all love cheap oil. Overall, though, the 
drop of almost 40% in prices since October 
has given little more than a pleasant fillip 
to oil-importing economies. 

Salomon Smith Barney, a New York in- 
vestment bank, calculated m early March 
that if oil stayed around $12 a barrel for the 
rest of the year, the effect would be to cut a 
quarter of a percentage point from infla- 
tion in Japan and half a percentage point 
in America; and it would boost growth by 
perhaps a quarter of a percentage point in 
America and Europe. Armed with the back 
of an envelope, the London office of 
Goldman Sachs estimated that improve- 
ments in the terms of trade wrought by 
lower prices of energy and raw materials 
amount to 0.3% of GDP—not quite enough 
to outweigh the cost of the Asian crisis in 
Europe, which it puts at 0.4% of GDP. 

As for Asia, the region's currency deval- 
uations mean that its oil, though cheaper in 
dollar terms, is still much more expensive 
in won, baht or ringgit. The effect of 
cheaper oil has merely been to make a bad 
situation somewhat less bad. 

The reason the effects in the West are so 
modest is that since the 1976s the industri- 
alised countries have become much less 
sensitive to changes in the oil price. For 
each dollar of output, OECP countries use 
42% less oil than they did in 1973. Imported 
oil accounts for 0.8-1.7% of GDP in OECD 
countries, a third of the share in 1985. The 
OECD nations still need oil. of course, but 
far less than they used to. Oi! produces only 
a small share of electricity in the United 
States and Europe; America has cut its use 
by 80% since 1973. So swings in the oil price 
have little effect on the price of power. 

Most oil is used on the rcad. Europe has 
insulated itself against any but the wildest 
swings in price by imposing taxes that ac- 
count for up to 80% of the price of petrol at 
the pump. European motorists pay about 
$200 a barrel for their fuel. ^t those levels, 
prices would have to fall from their present 
levels almost to zero before motorists even 
noticed. In America, where petrol is far 
cheaper, price changes are more conspicu- 
ous. A year ago, a gallon cost about $1.20; 
now it costs $1, the lowest retail price in real 
terms since records began in 1959. But be- 
haviour seems little affected. Americans are 
already driving as much as they like in vehi- 
cles of improbable size. Cheaper petrol 
does, however, put more money in their 
pockets. Merrill Lynch calculates that if 
prices stay below $15 a barrel all year the 
result would be savings of $30 billion, or 
0.5% of American consumer spending. 

So has the balance between producers 
and consumers changed for good? Not if 
you believe the claims in an iconoclastic ar- 
ticle in the March issue of Scientific Ameri- 
can. The authors, both oil professionals, ar- 
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gue that half the earth's conventional crude 
oil has already gone, and that standard 
measurements of global reserves are far too 
high. They doubt the official American esti- 
mate that production will rise by two- 
thirds by 2020. Not so, they assert: "Decline 
will begin by 2010." 

This is heresy in the industry, which op- 


erates under totally different assumptions. 
And oil has shown a stubborn tendency to 
keep flowing; depletion was first predicted 
in the 1920s. But the notion is intriguing. If 
it is right, prices will zoom to levels oPEC 
can only dream of. And the producers that 
have real as opposed to imaginary oil in the 
ground will be delighted. 





Book publishing 


Random thoughts 


Who wants to be in book publishing? Bertelsmann, because ofa revolution in 


the business that it is bringing about 


LITTLE quiet, please, from the Europe- 

ans who like to wring their hands 
about American cultural colonisation: 
since March 23rd, the biggest publisher in 
the English-speaking world by far is Ger- 
man. Bertelsmann bought Random House, 
America's largest and grandest publisher, 
for, depending on whom you believe, any- 
where between $1.2 billion and $2 billion. 
The company now has a combined turn- 
over of DM25 billion ($13.7 billion), and 
10% of the American book publishing 
market. 

Why would a smart global media em- 
pire with its fingers in digital television 
and the Internet want to expand into book 
publishing? Even Rupert Murdoch, a man 
with a nose for a profit, has failed to make 
decent money in the business, and has 
been trying to sell his publishing house, 
HarperCollins; Viacom's Simon and 
Schuster is also up for sale. 

Publishers margins are skinny (see 
chart on next page) They are being 
squeezed between the writers and the re- 
tailers. Retailers have been consolidating in 
recent years—the independents' share has 
shrunk from 42% to 27% in 1992-96, as the 
share of the chains and supermarkets has 
grown—and fewer, bigger retailers have 
been taking more and more of the profits. 
The power in the book business these days 
lies with Daltons and Barnes & Noble, not 
with the publishers. 

Agents, meanwhile, demand ever- 
larger advances, which publishers have to 
pay years before they see a book; and un- 
like, say, the movie business, the publisher 
does not keep the rights to spin-offs such as 
television or merchandising. If the book 
does not sell, the 100% returns policy prac- 
tised in the business means the publisher 
has to take all unsold stock back. Try that on 
your local greengrocer. 

Anyway, publishing is not, by tradition, 
a very businesslike sort of business. Books, 
like newspapers, have a cachet beyond 
their financial value: publishing houses 
have consequently got away with lower 
profits than would be tolerated in other in- 





Here’s a fairy tale about book profits 


dustries. And it is difficult to transform th 
business into one that is lean, efficient anc 
profit-oriented: since its employees tend t« 
be badly paid book-lovers, it is hard to pe: 
suade them to keep their eyes on the bot 
tom line. 

But publishing is changing. Accordin 
to Peter Kreisky, senior vice-president a 
Mercer Management Consulting, “the ol 
model was signing big authors; the nev 
model is marketing." As technology open 
up new ways of selling, and publishers tr 
to avoid the powerful retailers, 60% c 
books never see the inside of a traditiona 
bookshop. Instead, they go through an ir 
creasing number of different outlets, fron 
supermarkets through niche book clubs t 
online retailers. The way to make money i 
to get the right books through the right ou 
lets to the right customers, and to avoid ca: 
rying too much stock on the way. 

The performance of Bantar 
Doubleday Dell (BDD), Bertelsmann 
American arm, suggests that the Germar 
know what they are up to in this changin 
market. Instead of the old policy of sendin 
out piles of books and watching them com 
back, BDD targets retailers by collectin 
point-of-sale information and using demi 
graphic models. The company runs a jus 
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in-time supply chain to cut the costs of the 
expensive returns policy. 

Bertelsmann is also the biggest book- 
club business in the world, with 25m mem- 
bers in clubs in 19 countries; and it has 
turned this old, mass-market business to 
new advantage. For years, it made good 
money out of general-interest clubs; but re- 
cently it has expanded into special-interest 
clubs—such as science fiction, history and 
spirituality—where the margins are better. 
Bertelsmann now has 11 of those in Amer- 
ica alone. 

Random House's strength is not clever 
selling, but buying good books. It has a fine 
back-list (old books) and a creditable front- 
list (new ones). Its management has, in the 
past, paid more attention to wooing au- 
thors and giving good parties than to the 
bottom line, so there is plenty of scope for 
increasing efficiency (lots of redundancies, 
in other words). Put together Random 
House’s books and Bertelsmann’s selling 
skills, and if anybody should be able to 
make money in the miserable publishing 
business, that partnership should. 

The big question is whether Bertels- 
mann’s management is up to its ambitions. 
It is hard to judge from the record: 
Bertelsmann is a privately held company 
which releases little information about its 
finances. It also declines the services of in- 
vestment banks (another blow for those 
who believe that American business habits 
are conquering the world). 

The signs so far, however, are encourag- 
ing. With a few hiccups (such as a botched 
launch of Geo, a rival to National Geo- 
graphic, in America), its long-drawn-out in- 
ternational expansion has been methodi- 
cal and successful. First it sorted out 
Germany; then France; then Britain, 
through Transworld, now recognised as the 
most efficient publisher in the business; 
then Spain; and now the United States. 

Bertelsmann’s chairman, Mark Woss- 
ner, is anything but provincial. A swash- 
buckling figure who boasts a well- 
publicised friendship with Henry 
Kissinger, he enjoys a sumptuous office 
(and giant table) which would look more in 
place in New York or Los Angeles than in 
the group’s modest headquarters town of 


Book value 
Operating margins 
, 0 


1996, 96 
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Gutersloh—or indeed any German head of- 
fice. Thomas Middelhoff, who is due to take 
over from Mr Wossner in October, polishes 
an equally cosmopolitan image, stressing 
his background in electronic publishing. 
Unlike in other media companies with 
family shareholders, such as Reader’s Di- 
gest and Dow Jones, the Bertelsmann own- 
ers adopt a strictly hands-off approach. 

Other publishers are surprisingly en- 
thusiastic about this deal. That is because 
they fear their suppliers and their custom- 
ers—the agents and the retailers—more 
than they do the competition, and they 
hope that this deal will shift the balance of 
power back in their favour. It may, for in- 
stance, mean lower advances: unlike Ran- 
dom House, BDD forbids its units from 
competing against each other for books. 
Bertelsmann will presumably implement 
this policy throughout the group, which 
will cut the number of potential bidders for 
a big title from eight to five. 

This new giant probably means trouble 
for the retailers, too. Bertelsmann's new 
clout may lead to an erosion of the returns 
policy; but the group has more revolution- 
ary ideas. In February it announced plans 
to launch an online retailing business. It 
seems to be planning to be the first huge, 
vertically integrated publisher, in order to 
capture the value that currently slips away 
into the booksellers' hands. Suddenly, the 
bookselling business loses its charm, and 
publishing looks much more attractive. 





Selling drink 


Glug 


HE largest seller of caviar in California 

is a liquor store. Step into one of the 
handful of shops called Beverages & more! 
(known to their admirers as Bevmo) and 
you will also find 250 brands of cigar and 
30 varieties of olive oil as well as more than 
4,000 wines, 1,000 beers, 130 varieties of 
single malt Scotch and 45 grappas. Wilfred 
Wong, a wine guru, is Bevmo's buyer. They 
call him their “cork dork”; he advises cli- 
ents on which wine best complements the 
arborio rice which the chain also sells. 
Bevmo's 22 stores across Nevada, Califor- 
nia and Florida even give you recipes for 
risotto. 

This is all part of a new way to sell 
booze. Founded in 1994, Bevmo is one of 
only a few independent alcohol retailers 
trying to build a brand in America. It is 
copying the ideas (and typographical affec- 
tations) of "category-killer" specialists such 
as Toys R Us—which in other areas of sell- 
ing have threatened the dominance of the 
supermarkets and mixed-goods super- 
stores. However, until recently, in alcohol 
retailing the supermarkets have gone un- 
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Vintage olive oil, too 


challenged, despite their inability to offer 
the independents’ combination of novelty, 
choice, service and value. In America, state 
restrictions on alcohol licensing and a fed- 
eral law forbidding brewers to own retail- 
ers nave got in the way of specialists. 

In Britain such shops exist, called offi- 
cences. The biggest are owned by brewers, 
which use them as shop-windows for their 
products; many of the smaller “offies” are 
down-market dives. They have stuck to the 
tough business of selling spirits and beer, 
while the supermarkets have grabbed the 
developing mass market for wine. As a re- 
sult, supermarkets’ share of sales is rocket- 
ing. Verdict Research estimates that in 1996 
supermarkets controlled 64% of Britain’s 
£8.5 billion take-home drinks market, com- 
pared with 50% in 1990. 

Now, in both Britain and America, a 
number of specialist retailers are fighting 
back. They are targeting well-off baby- 
boomers who are developing noses for 
wine and who rate choice and service at 
least as highly as price and convenience. 

In Britain, Parisa, a management buy- 
out from Greenalls, a pub operator, is con- 
verting a clutch of its 460 premises from 
shabby smokes-and-beer shops to wine 
boutiques boasting luxury cafés and selling 
foie gras, olives and French bread baked on 
the premises. Its chief executive, Nader 
Haghighi, says women are an untapped 
market: half the customers in Parisa’s new 
shoos are female, compared with a fifth in 
off-licences. Liquor World, a chain based in 
Delaware in America, offers customers 
more than 7,000 wines in 12 huge ware- 
houses, plus tastings and advisers. 

Consolidation, giving the chains 
greater buying power, seems likely. Bevmo 
and Liquor World have talked about link- 
ing up. Parisa, insiders say, is in talks to buy 
the 1,500 offlicences of either Victoria 
Wine or Thresher, owned respectively by 
two brewing companies, Allied Domecq 
and Whitbread. 

Specialised wine retailing will grow as 
peoole's tastes develop. Steve Boone, chair- 
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man of Bevmo, says Americans are tiring of 
Californian chardonnays and want some- 
thing new and different. And the British are 
ranging far and wide in their quest to make 
an impression at dinner parties. Richard 
Lowe, marketing and buying director for 
Victoria Wine, says his two best-selling 
wines at the moment are Cat’s Pee On A 
Gooseberry Bush (a New Zealand Sauvi- 
gnon) and Fat Bastard (a French chardon- 
nay). That's class. 





Kodak in China 


Smile, please 


HONG KONG 


ACH year, the average Chinese house- 

hold shoots a little less than half a roll 
of film. If only it could be persuaded to 
snap a full roll, that would be the equiva- 
lent of adding an entire American market 
to the world film business. If Eastman Ko- 
dak could coax the Chinese not just to take 
those extra shots but to take them using Ko- 
dak film, the American photo giant would 





double its global sales. So the company, 
which has been losing ground in most of its 
large markets to Fuji, its Japanese arch-ri- 
val, has decided to put its money into this 
egregiously under-photographed market, 
in one of the five largest investments in 
China ever made by an American firm. 

On March 23rd Kodak announced a 
$1.1 billion deal to take over and modernise 
three loss-making Chinese film and photo- 
graphic-products companies. It will pay 
$380m for the assets (but not the liabilities) 
of the three, and plans to spend another 
$700m over the next two or three years to 
bring them up global standards. The deal 
not only trounces Fuji; it sets a new pattern 
in big foreign investment in China. 

The purchases are not the ones Kodak 
had originally hoped to make. It would 
have preferred to buy China Lucky Film, 
China's last viable domestic film maker, to 
take advantage of its relatively modern fac- 
tories, but the government refused to allow 
the sale. Instead, Kodak will have to build 
its new lines almost from scratch: the exist- 
ing plant is too old to be much use. Carl 
Kohrt, Kodak’s executive vice-president, 
reckons the main assets of value he has 


Netscape breaks free 


SAN FRANCISCO 


T IS the computer-industry equivalent 

of revealing the recipe for Coca-Cola. 
On March 31st Netscape, the firm whose 
ubiquitous browser made the Internet ac- 
cessible to millions, will publish the 
“source code” of the next version of its 
software program. The move is a daring— 
or maybe desperate—gamble in the com- 
pany's battle to hold off Microsoft's as- 
sault on its market. 

Many software companies give away 
their products. Microsoft has done so 
with its own browser, and in February 
Netscape announced that it would follow 
suit. But what Netscape now proposes 1s 
something much more radical. Firms 
rarely publish their source code—the ac- 
tual lines of programming language that 
make the program work. Computer users 
have been able to download and run any 
program, but not to decipher how it 
works, or to change it. That is exactly what 
Netscape now wants programmers to do. 
Users will be allowed to modify the soft- 
ware and even to redistribute the new 
product under their own brand name. 
The only catch is that the modified source 
code must then also be made available to 
anyone who wants it. 

The aim of this unorthodox approach 
is to turn the entire Internet into a vast 
research division for Netscape's browser 
software. The idea cf making software 
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programs public property is a novelty as a 
commercial proposition, but not new for 
the Internet. For instance, almost half of 
all Web servers run Apache, a free pro- 
gram which is constantly updated by vol- 
unteer software developers. Microsoft has 
only a fifth of that market and Netscape a 
tenth. Another instance of the free-for-all 
approach is Linux, a computer operating 
system that runs on 5m computers and 
was created in 1991 by Linus Torvalds, a 
Finnish programmer. It has been refined 
by thousands of independent program- 
mers, and is seen by some as a possible 
alternative to operating systems such as 
Unix or Windows NT. 








PII save the rest of the roll for next year 


bought are people, warehouses, a distribu 
tion system and land. 

Nearly $400m may seem a lot for thi 
shells of some failed Chinese companies 
With a nice irony, part of Kodak’s acqui 


Netscape’s gamble will earn it the ad- 
miration of many Internet enthusiasts. It 
fits the ideals of Richard Stallman who 
runs the -Free Software Foundation and 
rejects the notion of copyright and soft- 
ware ownership as “spiritually wasteful’. 
Mr Stallman advocates a concept he calls 
“copyleft”: make software programs 
freely available, and sell services such as 
installation and user manuals. 

Can Netscape turn admiration into 
money? That depends on three things. 
First, will code writers rise to the chal- 
lenge—and if so, will they write software 
that is useful to commercial companies, 
rather than to hackers? Second, will 
Netscape users worry about the impact 
on their browsers of the experiments of 
inventive programmers? And finally, will 
Netscape be able to keep control of its 
software? A strong ethos of sharing and 
self-discipline keeps the refinement of 
Linux under control: only a select few dis- 
tribute new versions of the program. 
Without such a code, Netscape could find 
the Net flooded with different versions of 
its browser, many of doubtful quality. 
Disheartened users might decamp to 
Microsoft. 

Above all, Netscape needs to believe 
that its daring move will bring good pub- 
licity, which will sell more of its other 
products. No wonder Jim Barksdale, 
Netscape’s chief executive, hopes that 
other companies will emulate him. “Why 
not”, he asks hopefully, “make Windows 
a copylefted software?” 
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Bound in 
genuine leather 
with accents of 

22kt gold. 





The immortal novels of England's much-beloved author... 


LEATHER-BOUND LIBRARY 


The complete novels in a luxurious 6- volume set. 





Hf vou loved 
Sense and Sensibility, 
Persuasion or Pride 
and Prejudice, 
vou will delight in 
all of Jane Austen’s 
brilliant novels. 





Jane Austen's stirring and passionate stories in the most beautiful edition ever — 


At last... here's the definitive leather-bound 
edition of Pride and Prejudice, Sense and 
Sensibility, Persuasion, Emma, Mansfield Park, 
and Northanger Abbey — as rich and elegant as 
the novels themselves. 


For nearly two centuries, the radiant heroines 


of Jane Austen have captivated readers with 
their intelligence and wit, their heartaches and 
joys. Now, they live on to enchant new genera- 
tions in magnificent leather-hound volumes 
crafted as flawlessly as the stories are written. 


A splendid tribute 
to one of the greatest novelists 
of all time. 

One of eight children born to a country clergy- 
man in late 18th-century England, Jane Austen 
set many of her stories in the circumstances of 
her own family life. She wrote brilliantly about 
bright and spirited young women striving to 
fulfill their dreams and desires within the 
constraints of their proper upbringing and the 
| demands of society. Her riveting plots, clever 
dialogue and vibrant characters are as modern 
and meaningful now as they were in her day. 

The six timeless novels that are Jane Austen's 
shining legacy can now be yours in a luxurious 


edition that your family will cherish for genera- 
tions to come. The books are superbly bound 
with genuine leather. Their traditional hubbed 
spines are embellished with genuine 22kt gold. 
And each volume includes the authentic water- 
synonymous with lane Austen's books since 
the turn of the century. 

Moiré fabric endsheets, gilded pages, acid- 
free paper and bound-in satin ribbons mark 
these as volumes that will last. For these are not 
hooks just for show; Jane Austen's stories are 
meant to be savored again and again. 


The literary treasure 
of a lifetime. 

You will not find this Jane Austen treasury in 
even the finest book stores. It is available 
exclusively from Easton Press. To order, 
call us toll-free at the number shown or mail 
the application, We'll send your six books 
together, while you pay for one volume a 
month — at just $39.50 each. No library is 
complete without the incomparable novels 
of Jane Austen. And no edition can compare 
with The Jane Austen Leather-Bound Library — 
so order yours now. 
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with text and watercolors from the historic first illustrated edition! 
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TC RESERVATION APPUCATHION =~" OTTE T n e 
Easton Press, Call Toll-Free: 
47 Richards Ávenue 1 800-367-4534 
Norwalk, CT.06857 Ext. 672-023 





YES, please send me the six volumes in The Jane 
Austen Leather-Bound Library. i understand the 
price is $39.50 (plus $4.25 shipping and handling) 
per volume, payable in six monthly installments. 
if not satisfied, | may return the books within 30 
days for a complete refund. 

C] Charge the six monthly installments to my 


credit card. 
LIVISA [MasterCard [JAm. Ex. CU Discover 


Credit Card No. 
[3$43.75* is enclosed (payable to Easton Press). 
Please bill me for the remaining five installments. 
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WHEN THE TOUGH GET GOING. 


Looking for clear directions for your international employee benefit 
plans? Swiss Life is the way to go for coordinated global programs and 
real financial savings. As the world's leading international network of life 
insurers, we're never far from where you need us. And every Swiss Life 
Network Partner is a local leader, with the expertise, flexibility and ser- 
vice capabilities to meet your most challenging insurance and benefit re- 
quirements. It's a sign of the times that more and more top multinationals 
follow the Swiss Life route. Call us in Zurich on +411/284 3797, or 
contact your local Network Partner. It can be tough out there. But with 


Swiss Life, youre never on your own. 





THE RIGHT DECISION 





Head Office: Swiss Life, General Guisan-Quai 40 
8022 Zurich / Switzerland: Telephone 411/284 3797, 
Telefax 411/284 3997, Internet www.swisslife com 
Argentina: Royal & SunAlliance Australia: 
Hannover Life Re / Swiss Life International 
Services Asia Pacific: Austria: Wiener Stadtische; 
Belgium: Swiss Life: Brazil: Icatu Hartford; 
Canada: Canada Life; Chile: Euroamérica; China: 
Swiss Life Beijing & Guangzhou Rep Offices; 
Colombia: Bolívar: Crech Republic: Ceská 
Kooperativa; Denmark: Danica International 
Health Insurance / PFA Pension; Finland: 
llmarinen / Pohjola Life; France: Société suisse 
Swiss Life); Germany: Schweizerische 
Rentenansralt (Swiss Life); Greece: Aspis Pronia; 
Guatemala: Occidente: Hong Kong: CMG Asia 
Life; Hungary: Gléna-Swiss Life; Indonesia: 
Lippo Life; Ireland: Irish Life; Italy: Swiss | ife; 
Japan: Meiji Life / Yasuda Lite; Korea: Korea Life; 
Luxembourg: Swiss Life; Malaysia: Hong Leong; 
Mexico: Comercial América: Netherlands: 
ZwitserLeven (Swiss Life); New Zealand: 
Hannover Life Re; Norway: Viral; Panama: 
Mundial: Philippines: First Guarantee Life; 
Poland: PZU; Portugal: Imperio: Russia: 
Rosgosstrakh; Singapore: NTUC INCOME: 
Slovakia: Kooperativa; South Africa: Southern 
Life; Spain: Swiss Life; Switzerland: La Suisse 
(non-life): Taiwan: Kuo Hua Life: Thailand: 
Bangkok Life; United Kingdom: Swiss Life (UK) 
plc; USA: First Allmerica / Swiss International 


Services Venezucla: Orinoco 


sition is.a production lir 
Xiamen Fuda Photog 

of the three firms it ist 
1984. China had bc 

ae effort to buil 


larger stake, the initial contract is usually so 
restrictive that the venture cannot change 
the scope of its business or acquire another 
firm without government approval, which 
is rarely granted. The alternative, a foreign- 
owned holding company, must operate un- 


der tight restrictions that forbid, for exam- 
_ ple, inter-company loans, foreign-exchange 


balancing, import-export, or even consoli- 
ind | dated accounts across the subsidiaries. 


ing locally, Kodak hopes to turn the battle 
into a rout. As part ofthe deal, no other for- 
eign film. company will be allowed to man- 
ufacture in China for four years. 


Threeyeárs ago China was solid Fuji ter- 5 
ritory. The Japanese film maker had been: - 
an early and energetic entrant to the mar- 
ket. Its pee banners could bes ena bove E 

- But Kodak at- and innovation, strong forces in their own 
s - right, come together, the results can be star- 
ing. What was true in telecoms is now - 





wishi it ‘had Shown D Eie help 
including “marketing assistance" of $2,000. 


or more to corner shops in exchange: for be- 


amount to 7% of the firm's global business. 
Last year, Kodak says, it overtook Fuji to be- 
come the market leader in China. for film 
and film products. (Fuji claims it still hasa 


lead of a few percentage points for film it- 


self) Kodak now has 3,700 stores to Fuji’ S 
2,000. Between them, the two companies 
have more than 90% of the $800m market, 
the world's third-largest; Lucky, the domes- 
tic firm, hasa shrinking hold on the rest. 

In exchange for its entry price, Kodak 
will be the first foreign firm allowed to set 
up a new sort of corporate structure—a 

"joint share company"—that may spare it 
much of the pain other foreign firms have 
suffered in China. The problem with the 
usual joint venture is that, because the Chi- 
nese partner generally has a majority stake, 
the foreign firm has little say in manage- 
ment. Even if the foreign partner has the 
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on China bec use iti is 5 thé esci 
place in the world where itis clearly trounc- 
ing Fuji. By manufacturing and distribut- ` 





> forces of liberalisation and new technology 
coming a Kodak Express and evicting com- ` 
peting film brands, Kodak expanded its - 
Chinese sales by 30% a year. They now - 


Kodak's venture will operate more like 


E acompanyin the West. Ifall goes according - 

1 to plan, it will be able to expand quickly 
id and change direction as the marketdictates Ji 
while managing internal finance muchas ri 


dt ould elsewhere. he p 









! prospect: o such - 
freedom in such a market comes as a relief. | 
after four years of toug negoti; tions with a ae 


















The electricity business 


Power to the people | 


Deregulation and new technology are working handi in hand to transform t the 


global electricity-supply industry 


ERHAPS it seems unlikely that you 
 mightone day order a pizza and browse 


Be Internet via your electricity meter; or 


-that the price of a mortgage might depend 


on the borrower's choice of power supply; 


. or that power will be bought and sold on a 
- wholesale market like any other commod- 
_ ity; or that the office you work in will be 


fuelled by a generator in the basement run- 
ning on hydrogen, with access to the public 


^. grid retained only for use in emergency. In 
fact it shouldn't seem all that unlikely: 


these things are already happening. 


In recent years the telecoms. business - 


has demonstrated that when deregulation 


coming true in electricity. The same two 


are sweeping through the industry. Over 


the next decade or so, changes in what to- 

day seems a humdrum utility business will 

alter people’s lives dramatically. . 
. For most of this century it has been as- 


sumed that the production of electricity— 
these days, a trillion-dollar global indus- 
try—faces.. nearly limitless economies of 
scale, and is therefore a natural monopoly. 
Only huge plants, it was supposed, could be 
efficient. From the Indus to the Urals, the 
Mississippi to the Amazon, governments 
either built and ran these vast plants and 
grids themselves, or granted exclusive 
rights to private utilities within specified 
territories. These public or quasi-public 
providers generated power more or less as 
they saw fit. Regulators set prices to cover 
costs and provide a margin of return. Con- 
sumers paid what they were told to pay. 

In the late 1970s and early 1980s, a few 
governments began to question this model, 
and to fiddle with it. This new thinking 






~acrucial technological change: a ready sup- D 
ply of cheap gas. In the 1970s gas was con- 
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iulated, and was in turn stimulated by, . 





sidered too precious to use; in 1978 Ameri- 
ca's energy secretary declared that the 
country’s reserves were “gone”. But as soon 
as companies were allowed to sell gas, they 
began to look for it, and—hey, presto—no 
more shortage. With known. reserves and 
current rates of consumption, the world 
has about 200 years’ worth. Cheap natural | 
gas encouraged innovation in small-scale 
gas-fired technologies, refuting the natural- 
monopoly argument. At the same time, ad- 
vances in information technology and the 
spread of more liberal economic thinking 
forced the pace of deregulation. As a result, 
the returns to further innovation are going 
up...andsoon. 

America is restructuring its electricity- | 
supply business on the hoof. At the end of E | 
this month, California is scheduled to open _ 
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- market to all comers altogether 


 itsentire- ers; altogethe 
have similar plans. Canada is well 


: . onitsway.Japan has taken halting steps to- _ 
- ward introducing a bidding system for in- 


_. dependent power producers, cautiously in- 
_-truding on to the turf of the nine regional 
- utilities. Even the Eu has caught on, with its 
modest proposal to open 33% of the market 
by 2003. Given that Britain, the Nordic 
countries, Spain and the Netherlands are 
all close to full liberalisation already, Eu- 
rope’s market is likely to open faster than 
that. New Zealand has spent the last decade 
dismantling its monopoly—though the re- 
cent power failure in Auckland has, er, 
dimmed its sense of achievement. In Aus- 
tralia, liberalisation has more or less run its 
full course. | 

Poor countries are just as active. South- 
East Asia and India are aggressively court- 
ing private power producers, though as yet 
without loosening government control. Ar- 
gentina, Brazil, Venezuela, Chile and Ecua- 


dor have gone further and are leading the _ 


privatisation samba in South America. The 
seven Central American nations are com- 


pleting a unified grid that will allow them | 


to trade power. Poland is ahead of the pack 
in Eastern Europe: in December, an energy 
law took effect that will privatise all power 


Do-it-yourscif power 


self-generated electricity in American industry 
kilowatt-hours, bn E 
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plants, all local distributors, and eventually 
the national grid itself. Russia plans to sell 
half the equity in its electricity-supply mo- 
nopoly, and is trying to integrate its grid 
with the EU's. 2 x1 n 
Generally, liberalisation has meant 











nis: |ains a natural monopoly. But 
no longer will utilities “own” a neighbour- 
hood; they will simply buy the cheapest 
power they can, and sell or “wheel” it on. 
Unlike in telecoms, distance still matters: 
the farther electricity has to travel, the more 
is lost in transmission. But wheeling makes 


the 
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ting smaller and more efficient. On-site 
.power generation is already rising (see 


chart 1); the trend is likely to accelerate. In 
enterprises with stable demand, it is almost 
always cheaper to generate on-site because 
there are no charges for transmission, dis- 
tribution or billing. Smaller and smaller 
concerns—housing developments, office 
blocks, hospitals—will switch to on-site 
power. Allied Signal, which is investing 
heavily in small gas-fired turbines, believes 
it can sell micro-turbines as small as 75KW 


(about enough for a fast-food restaurant), 


and go to as little as 40KW (suitable for a 
small office building) It expects a 75KW 
unit to sell for $35,000-40,000 in 1999, and 
for $25,000 or so by 2002. 

——. Other trends in technology also point 
toward smallness. Batteries are far more ef- 
ficient than they were even five years ago, 
and fuel-cells are close to being economi- 


cally competitive. By 2002 Canada's Bal- 
lard Power Systems expects to be selling a 


250KW generator at prices competitive 
with the grid to shopping malls and the 
like. Some Japanese office buildings al- 





ready run on fuel-cells. The renovated 


Reichstag in Berlin is being powered by a 


New power-plants in America 
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generator that runs on vegetable oil. 

The market for small-scale generation 
in poor countries could be huge, because 
the demand for reliable power is intense. 
Political risk, as well as economic necessity, 
also favour small-scale generation. When 
the currency crisis hit South-East Asia, Ma- 
laysia promptly cancelled a big power pro- 
ject. Indonesia cancelled eight. Walt Patter- 
son of the Royal Institute for International 
Affairs points out that while the state gov- 
ernment of Maharashtra in India was 
blocking Enron’s efforts to build a 
2,450MW power plant, seven smaller pro- 
jects were being built without difficulty. 
Big, in other words, is vulnerable. 

The transition from big. centralised 
plants to smaller, decentralised ones will 




















































take time. The world has many large power 
stations with years of useful life remaining 
Up to now, big coal-fired plants have beer 
replaced mostly by sizeable gas-fired ones 
The big-is-better philosophy still carrie: 
weight in poor countries that are short o 
capacity. What is likely to happen—indeed 
is happening—is that an increasing propor 
tion of new power will be from small gen 
erators. That will bea lot of power: as mucl 
capacity will be built in the next 25 years a: 
in the whole ofthe 20th century. 


The future is gas E NN 


If all this seems rather promising, spare : 
thought for the coal, nuclear and hydro 
power industries. They are not about to dis 
appear. Coal is, and for years will remain 
the largest single source of power. (China 
India, America, Australia and South Afric 
all have. vast reserves.) France loves it 
nukes; so, oddly, does Russia, which ha 
most reason to hate them. Latin Americ. 
likes its dams. Broadly speaking, thougl 
gas is the future. It is cleaner than coa 
faster to build than hydro or nuclear, an 
cheaper to run than renewables. (Only ii 
the longer term, after 2020 or so, wi 
renewables make much ofa dent) —— 
America, the "Saudi Arabia of coal", ha 
already begün to make the transition to ga: 
Coal still generates about 55% of its electric 
ity and remains considerably cheaper thai 
gas. But since 1984 most new generating c: 
pacity has been gas (see chart 2); no on 
wants a coal plant in their backyard an 
more. In both Europe and America, th 
commitments made in Kyoto in Decembe 
to reduce greenhouse-gas emissions will ri 
quire coal to be replaced with cleaner fuel: 
gas plants emit 40% less carbon dioxide. 
Europe is moving the same way. In Bri 
ain, for instance, all of the 20,000MW ii 
stalled (out of a total capacity of aboi 
60,000MW) since 1989 has been gas-firei 
There have been no new coal-fired statior 
since the late 1970s. Continental Europ 
fed by massive gas supplies in Russia, No 
way and Algeria, looks likely to follow. E 
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Topes “subsidised coal industry 
petitive with gas and | vith other. coal 
"producers. It will have to go. 24 

. . Poorer countries are ose behind. Latin 
America is on a pipel ng sp 
allow more gas gene 
culties and distat 
- trend is discerni 
covered in the 
ficient to meet 
land's need for pow 
in China and India, 
will “ahem decline. 


jtaland Hh eiim permis 
the old dung governm 


tüarket of the 
vara | ns are fantasy and 
"m have to be financed through 
priva fe capital markets. — 


Post-utilitarian 

How are utility companies responding? 
For the moment, preparing to take advan- 
tage of newly liberalising markets 


ish utility, is trying to break into the Dutch 


mobile-phone market. And Boston Edison - 
is getting out of power generation alto- 
gether; instead it will use its database and | 


equipment, and its rights of way into 
nearly every building in the city, in a joint 
venture with C-TEC of New Jersey to. pro- 
vide phone, Internet and video services. 

Producers will also have to learn to ex- 
ploit a new kind of market for their prod- 
uct. Traditionally, power plants sought reli- 
ability through — redundant capacity. 
Increasingly, they will meet shortfalls, or 
ell surpluses, either through organised 
spot, futures and forward markets (like the 
Nordic countries’ Nord Pool) or through bi- 
ateral deals arranged by brokers. In the 
irst quarter of 1994, America’s “power 
narketers” traded about ım megawatt 
Yours. In the same part of 1997, they sold 
65m, enough to power 63m homes. Power- 
sen, a British power company, believes 
hat within 25 years the volume of electric- 
ty traded will be 10 to 20 times as great as 
he volume produced. 

The European Union is plodding reluc- 
antly towards this new world, delaying 
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even the obvious efficiencies liberalisation 
could bring. But many Americans fear that 
their country, in contrast, is rushing ahead 
with too little thought. All the benefits of a 
freer market for power will go to large users, 


h- it is argued, leaving individual consumers 
e to enjoy only a surfeit of nuisance-calls 


from telemarketers. They have a point: 
shopping in complex markets for cheap 


i- things does tend to favour large buyers and 
E confuse smaller ones. (Long-distance tele- 
^. phone deregulation is not a reassuring ex- 
a js ample—on the whole, prices for house- 

E holds have not fallen.) If big buyers save. 
money, however, they can in turn sell what 


they make for less, and the benefit of 
cheaper power will find its way to consum- 
ers that way. 

A more vexing issue is that of “stranded 


abilities of the regulated utilities—notably, 
their nuclear-power plants? Without help, 
many utilities with a long history of big and 


bad investments on their books would sink . 
immediately after liberalisation. The ques- - 


tion is whether the full cost of their folly 
should be borne by the taxpayer, and if not, 
how much. 

The grumpier sort of environmentalist 


-complains that cheaper power, which lib- 
eralisation will bring in most cases, will 


mean that more of it is used. This is sup- 
posed to be bad. In fact, the environmental 


. effect of liberalisation will probably be be- 


nign. It will accelerate the transition from 


. coal to cleaner gas. That is good, and as 
through alliances with, and : acquisitions of, — 
complementary companies—is enough to - 
keep them occupied. But. looking further - 
ahead, less plausible alliances may point 
the way. Tele Danmark, a privatised Dan- 


clean, emissions-free hydrogen-based sys- 


tems become more practical, natural-gas 


systems can be converted. 
Giving customers a choice could also 


provide a way for producers of renew- 


ables—solar, wind, biomass, hydro—to en- 


ter the market in response to genuine cus- - 


tomer demand. In Colorado, for example, 
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the Denver-based Public S Service ? Compainy 
offers wind power at a premium of $2.50 
for every 100 kilowatt-hours; a typical A 
home 1 uses 500 kilowatt-hours a month. e 





























the: cost t of renew; 
make that choice. 


cier.cy. Sceptics argue 


to reduce energ 
they have every 


tors, and to reduce 


Above all, liberali 


to the 2 iul 9 


because of cellula: ecn 
have never seen an electric 
be spared them in favour of s ) 
snappy little turbines. Electricity i in such. 
places is cleaner and healthier than burn 
ing wood, plantsordung. = ~ 
The metaphor electricity me B 
vour to describe the future is the Internet: 
electricity will increasingly become a mat- — 
ter of independent networks, they say, ~ 
rather than satellites attached to.a centralo 
mainframe. Quite so—but the idea is much 
older than the Internet. Up to the 1920s or: 
sO, most businesses generated their o 
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. “not-invented-here” grounds. Cisco takes 


| networking giant. Despite its apparent hu- 


| even less necessary than theirs. After all, 


| tial plumbing ofthe Internet: routers, hubs 


Mr Internet 


Cisco Systems, the company that makes the gear that keeps the Internet buzzing, is 
about to take on new markets—and new competitors 


€€ TF YOU think we're doing anything 

wrong or you get to hear of some 
way we could be doing anything better, 
please do tell me about it. I mean that abso- 
lutely seriously and would be most grate- 
ful.” So ends a conversation with John 
Chambers, boss of Cisco Systems, a data- 


mility, Mr Chambers's request has an echo 
of the paranoia that Bill Gates and Andy 
Grove have famously turned into a man- 
agement philosophy. Like them, Mr Cham- 
bers denies his companv even a nanosec- 
ond's relaxation. 

On the face of it, his paranoia seems 


Cisco's core business is making the essen- 


and switches. In this comfortable niche it 
has grown into the third-largest company 
on Wall Street, with a market value of $71 billion (see chart)— 
larger than that of General Motors. It is the fastest-growing tech- 


| nology firm in history. Since Mr Chambers arrived seven years 


ago, the San Jose-based company has sprung from being a one- 
product business with revenues of $70m and 400 employees— 


. still recognisable from the days when it was run by its Stanford 


University founders—to an $8 billion monster with 11,000 peo- 
ple in 54 countries. 

Mr Chambers, a softly spoken 48-year-old West Virginian, 
knows as well as anyone the uncertainties of this business. The 
formative experience of his business life was having to fire more 
than a thousand of his fellow employees at Wang Laboratories 
in the late 1980s. The company had failed to notice that its cus- 
tomers were flocking to the new standard of “Wintel” pcs and 
continued to push its proprietary mini-computers. Sacking 
good people was the direct consequence of not listening to the 
market. The lesson was especially poignant for Mr Chambers: he 
had come to Wang in 1984 precisely because his first company, 
1BM, had similarly lost its way. 

Those experiences have shaped Mr Chambers in three ways. 
First, it has made him passionate about avoiding the arrogance 
that can make big and successful technology firms remote and 
unresponsive to their customers. On his way to his first board 
meeting as chief executive, he heard a col- 
league take a call from an irate customer. 
Mr Chambers insisted on sorting out the 
problem before arriving, more than half 
an hour late, at the meeting. Even now, he 
goes through voice-mails every evening 
from managers dealing with customers 
on the “critical list’. That way he “can 
hear their emotion.” The emotion may be 
increased by the fact that managers’ pay is 
closely tied to customer satisfaction. 

Add to customer focus an insistence 
that no technology should be rejected on 


a pragmatic approach. Ifa useful technol- 
ogy can be more quickly bought than de- 








veloped by Cisco’s own engineers, bought 
it is. Cisco’s first acquisition—the purchase 
in 1993 of Crescendo, an ethernet-switch- 
ing company, for $95m—was prompted by 
Boeing. About to lose Boeing’s business, Mr 
Chambers asked what Cisco had to do to 
keep it. The reply: make the new technol- 
ogy a core competence, fast. Last quarter, 
Crescendo’s Catalyst switches earned more 
than $600m. Now, the company faces new 
technological demands: the convergence 
of the Internet with the telephone and tele- 
vision will bring it new markets, with unfa- 
miliar requirements. 

Above all, Mr Chambers has seen the 
importance of keeping good people. That 
means avoiding unnecessary disruption. 
When Mr Chambers took over in 1995 
from John Morgridge, who is now chair- 
man and who laid the foundations for the 
company’s success, the transition of power was notably smooth: 
“Cisco never missed a beat”, claims Mr Morgridge. In the welter 
of acquisitions that Cisco has made—three are due for comple- 
tion this month, taking the total to nearly 25—Mr Chambers em- 
phasises the importance of keeping the people who come with 
the deal. After all, what Cisco is generally buying is not market 
share, but people and “next generation" products. Lose the peo- 
ple—typically, entrepreneurial engineers—and the exercise has 
little value. That they usually stay is a tribute partly to the lure of 
Cisco stock options, and partly to Mr Chambers's policy of buy- 
ing only firms in Silicon Valley so that families do not have to 
uproot. But just as important is the Chambers style of 
decentralised management. People who do well are given a lot 
of freedom; people who do not, leave. “It’s called accountabil- 
ity," says Mr Chambers with a glint of steel. 


The route ahead 

On the face of it, Cisco has the world at its feet. After all, it domi- 
nates the technologies that power the Internet, the fastest-grow- 
ing business phenomenon on earth. Yet there are dangers. One is 
that the company may become a victim of its own success—as 
Microsoft and Intel have done—by attracting the unwelcome at- 
tention of America's newly confident antitrust enforcers. Mr 
Chambers says prudently that to have a 
healthy business, "we must not destroy 
competition." Equally wisely, he makes 
sure that the company's business practices 
are squeaky clean. 

The greater challenge is that Cisco may 
lose its footing as it fights for the new mid- 
dle ground of combined data, voice and 
video services. As Cisco invades the $100 
billion market for voice telephony, so gi- 
ants such as Lucent, NorTel, Alcatel and 
even IBM are preparing to enter Cisco's 
realms of data communications and the 
Internet. Mr Chambers will need all the 
steel behind his genteel southern manner 
to triumph in the battle ahead. 
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GOVERNMENT OF PAKISTAN 
Privatisation Commission 





The Government of Pakistan invites 
Expression of Interest 


| from prospective investors for pre-qualification to. participate 


in the privatisation process of Paksaudi Fertilizers Limited d 
(PSFL) through sale of shares. — i 
Salient Features of PSFL | 
W Sales Turnover exceeded Rs. 2.5 billion during 1996-97. 
M Total Pre-Tax Profit during 1996-97 alone exceeded Rs. 
1 billion. e 
W PSFL earned a total Pre-Tax Profit of over Rs. 4.7 billion. 
during the last five years. E 3A. 
M Urea fertilizer produced by the company has ready local |. 
market and export potential. EM e OMS eem de 
M Centrally located to market Urea for use in fertile lands | - 
of the Punjab and Sindh provinces. | cow 
m Availability of Natural Gas, main raw material, from |. 
nearby located Mari Gas Fields. 5 ue xis 
PSFL, fully owned by government, has issued | 
and paid-up capital of Rs. 600 million, annual | 
installed production capacity of 557,000 metric 
tons of Urea and market share of over 15%. 


Expression of li 
Request for Sta 


reach the office / address given below in a sealed 
envelope clearly marked "Expression of Interest for PSFL" 
latest by 1500 hours, April 25, 1998. 


A set of Bid documents including Instructions to bidders, 
Information memorandum and SOQ will be available w.e.f. 
29-03-1998 on deposit of Rs. 5000/- or US $ 125 in the 
form of a bank draft/pay order in favour of the "Privatisation 
Commission, Government of Pakistan." 


For further details please contact: 


M.S. Khan Munir Ahmad, 
Consultant Deputy Secretary, 


Privatisation Commission 
Ministry of Finance, Government of Pakistan 
¥, 5-A, Constitution Avenue, EAC Building Islamabad, Pakistan. 
@ Ph: (92-51) 9205146,47, Fax: (92-51) 9203076, 9211692 

ki phe E-mail pcpak@meganet.com.pk 
age Web Page: http://www. privatisation.gov.pk 
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FINANCE AND ECONOMICS 


As good as it gets (again) 


LONDON AND NEW YORK 


Once again, the world’s stockmarkets are soaring. Our first piece examines 
why. Our second article looks at the changing relationship between stock- 


markets and economies. 


AST October, panic about South-East 
Asia’s unfolding financial crisis sent 
share prices plunging around the world. 
The place is still in a mess and Japan is 
drifting into recession, but who's bothered? 
So far this year, the world’s stock- 
markets have risen by an average 
of 15%, according to Morgan Stan- 
ley Capital International. From a 
low in January of 7,580, Wall 
Street's Dow Jones Industrial Av- 
erage is nudging 9,000 points for 
the first time. 

Elsewhere, the news is even 
more startling. Milan is up by 
41% in dollar terms this year, Ma- 
drid by 39% and Paris by 24%. 
South Korea's and Thailand's 
stockmarkets have climbed by 
over 60%, bouncing back from 
last year's crisis. Even in gloomy 
Japan, share prices are up by 1096 
this year. 

The share-price rises in Asia 
and Europe may just about make 
sense. South-East Asian markets 
have revived on signs that the re- 
gion's politicians are at last be- 
ginning to grapple with much- 
needed reforms. This week, for 
example, Indonesia's talks with 
the IMF about reforms to its econ- 
omy began to look more promis- 
ing, and the two sides may reach 
agreement in the next week or two. Such a 
deal will be far from the end of the story, 
given the political risks surrounding Ja- 
karta. But it is progress, at least. 

In continental Europe, as in America, 
the average ratio of share prices to earnings 
has risen to historic highs. But, unlike in 
America, there are good reasons for Euro- 
pean firms to expect strong earnings 
growth in the next few years. 

For a start, long-term interest rates are 
still falling: German ten-year bonds, which 
set the pace in Europe, now yield less than 
5% for the first time ever. Falling oil and 
:ommodity prices have helped. So has the 
queeze on government borrowing in the 
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run-up to the launch of Europe's single cur- 
rency next year. In some European coun- 
tries, short-term rates have plenty of room 
to fall, too. A single currency requires a sin- 
gle short-term interest rate. But in plenty of 





Just another day on Wall Street 


countries, short-term rates are still a lot 
higher than in Germany. Share prices in It- 
aly, Spain, Ireland and Portugal should get 
the biggest boost as short-term interest rates 
fall towards Germany's. 

Outside Britain, Europe's economies 
are beginning to pick up speed after years 
of sluggish growth. Also, there are lots of 
opportunities for companies to boost their 
profits through the sort of corporate 
restructuring that has been going on in 
America for years. Europe's single currency 
will bring extra competition to some indus- 
tries, encouraging even reluctant compa- 
nies to get into shape. 

In America, it is a different story. There, 


it seemed until recently that the only peo- 
ple claiming that America's soaring share 
prices made sense were assorted chartists, 
momentum investors and astrologers. 
Hence the great fuss earlier this month 
when Warren Buffett was reported as say- 
ing that shares are not overvalued (al- 
though his actual words were less clear-cut); 
last vear he had hinted that shares were ex- 
pensive. Soon after, Abby Joseph Cohen of 
Goldman Sachs, one of Wall Street's most 
influential (and bullish) equity strategists, 
raised her year-end target for the Dow from 
8,700 to 9,300, to reflect her belief that 
earnings will continue to grow strongly. 

This looks optimistic. The economy 
could be in for another year of healthy 
growth. But American compa- 
nies have not yet felt the full im- 
pact of cheaper imports from 
Asia. Chuck Hill of First Call, a re- 
search firm, thinks that the mar- 
ket is "in denial" about earnings 
prospects. 

Analysts have been cutting 
their forecasts for earnings in the 
first half of the year by far more 
than normal. On January 2nd, 
they expected average earnings 
growth in the first quarter of 1998 
of 10.4% for the companies that 
make up the s&p 500 index. Now 
they expect growth of only 1.3%. 
Second-quarter earnings expecta- 
tions have been cut from 12.9% to 
6.9%. Yet analysts still expect 
fourth-quarter growth of 17.4%. 
That is probably because they are 
reluctant to face up to reality, as 
usual, says Mr Hill. 

With American share prices 
increasingly hard to justify on the 
prospects for company earnings, 
two alternative explanations 
have come to the fore. One might 
be called “baby-boomer bull”. Ac- 
cording to Bob Froehlich of Scudder- 
Kemper Investments, the bull-market runs 
on demographics. As the baby-boomer gen- 
eration approaches retirement, it is crank- 
ing up its savings, in particular by pouring 
money into equities. 

Because they are investing for the long 
term, these savers do not take much notice 
of short-term fluctuations in share prices. 
The argument goes that this is creating an 
excess of demand for equities over supply, 
which is pushing up prices and is likely to 
continue to do so for the next 8-10 years, un- 
til the baby boomers start to retire and take 
their money out of the market. Mr Froeh- 
lich therefore expects the Dow to exceed 
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"Such talk soothes ar 















suggests that individuals have actually 
been shedding shares in recent years. Last 
year, the net value of directly held shares 
they sold exceeded their net investments in 
equity mutual funds. : 

Anyway, using words like "supply" and 
"demand" does not make behaviour "ra- 
tional". John Rekenthaler of John Nuveen, 
a fund-management firm, points out that, 
ultimately, a share is worth no more than 
the stream of earnings attached to it. To ig- 
nore earnings and buy shares on the basis 
that lots of other people are going to is an- 
other version of the greater fool theory that 
underpins all market bubbles. 

You might expect sophisticated institu- 
tional investors to keep share prices in line 
with fundamental values. Increasingly, 
dn ud however, the incentives under which fund 


else's. Indexing, a policy which by defini- 
tion goes wherever the miarket flows, is 


Oppenheimer to, most recently, Foster 


into cash at the end of last year because of 
the Asian crisis—have been left not only 
poorer but looking foolish, which discour- 
ages others from making a stand. 

Byron Wien of Morgan Stanley Dean 
Witter points out that the market has done 
so well for so long that strategies based on 

market timing are now in tatters. Even 


market more quickly than the crowd when 





-.— the bad news finally comes. According to a 
plucky Mr Wien, that may happen this 
summer, if rising inflationary pressures 
prompt the Federal Reserve to raise interest | 
rates. On the other hand, it may not. © 





^ . parties. Nonetheless, there are holes in this 
argument. For one, Federal Reserve data - 


managers operate discourage investment _ 
strategies that differ much from anybody - 
The stockmarket economy 


more and more popular. Those managers — 
who have decided to bet on a bear market— - 
ranging from PDFM in Britain to America’s 


Friess of Brandywine, who moved sharply - 


those who think shares are overvalued have 
mostly decided to enjoy the ride while it 
_lasts, backing themselves to get out of the 
consumers wealthier, which encourages 
them to spend more. Over two-fifths of 


—. cently been selling their direct holdings of 


| a pension fund's assets, leaving workers 


ments. Share options have also become 





W Nall Street's money machine 


surged, raising the ratio of households’ ne 
worth to n income to record les 
els. Large capital gains mean that consurr 
ers need to save less to build up a desire: 
level of wealth, allowing them to spen 
mote today. Household savings fell to onl 
3.8% of personal disposable income la: 
year, down from 6.275 in 1992. 
Investment tends to be even more ser 
sitive to stockmarket swings than cor 
sumer spending. Higher share prices mak 
it cheap for firms to raise equity financ 
and so they invest more. Total corporat 
capital spending on equipment has rise 
by around 11% in real terms in each of tk 
past five years. The expansion in mutu; 
funds has encouraged a boom in new et 
uity issues by small firms. | 

The rise in share prices has also helpe 
to get rid of America's budget deficit. Davi 
Hale of Zurich Insurance Group estimat 
that higher federal tax receipts on capit; 
gains, investment income and stock o) 
tions have contributed about $60 billion i 
the sharper-than-expected decline in tł 
deficit over the past year. 

Another beneficial effect is that Ame! 
can employers with defined-benefit pei 

_ sion plans for employees have been able: 
reduce their contributions into pensic 
funds as the rise in share prices has swolle 
the value of funds' assets. This has helped 
boost their profits. 

These four effects illustrate how t 
strength of America's economy has been ! 
inforced by the performance of the stoc 
market. This has created a sort of virtuo 
circle. For example, strong low-inflationa 


^ TOCKMARKETS are more than just 

mirrors that reflect economies. They 
also influence them. Thus, while the surge 
in share prices on Wall Street does, in part; 
reflect America's excellent economic per- 
formance recently, higher. equity prices 
have themselves helped to boost the econ- 
omy. Indeed, wider share-ownership may 
be changing the relationship between the 
stockmarket and the economy altogether. 

The most important way the market | 
works on the economy is through the. 
"wealth effect". Higher share prices make 


American households now hold shares ei- 
ther directly orin mutual funds or pension 
plans. Tha is twice as many as in the early 
1980s. (Rich Americans, however, have re- 














shares.) 

Moreover, there has been a marked shift 
over the past decade from defined-benefit 
pension plans, which guarantee a fixed in- 
come, to defined-contribution plans, 
where income depends upon the return on 


more directly exposed to share-price move- 


popular forms of executive pay: house- 
holds now own an estimated $800 billion- 
worth of such options—ten times as much 
as in the late 1980s. As a result, the wealth 
effect of swings in share prices has surely 
increased. 

Since the end of 1994, the total value of 
shares owned by American households has 
swollen by almost $5 trillion, as prices 
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CUSTOMER NEED 


This Australian 
banker needs an. 
unconventional solution. 


When Australia's Colonial Group acquired Colonial State Bank, keeping up with 
the competition was not what they had in mind. They wanted to leapfrog years ahead 
of their nearest rivals, so they appointed ALLTEL to manage their banking 
information systems, integrate their financial software, and make major improvements 
to their voice and data networks. After twelve months' search for the right partner, only 
ALLTEL offered the proven expertise they were looking for, and shared their commitment 
to doing the unconventional with conventional tools and finding better solutions. 
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1-888-2-ALLTEL www.alltel.com 





ur ll DRM M QeE»eA- uum dee Be qu eu sx e) do» qo do UB Be es uf a» ud UP ao Gu dio am di un an a en do QU 6 SS Go.an- deb 05 «E d od qu Um DP s Emm m m m ctm m nct v c e 






growth bc osts share. pri 
vestment and hence. 
turn, helps to sustai 
share prices higher. Li 
revenues on capital 





-get deficit, this hel 
‘and so drives up ark 
Sadly, not mic : effects ofa 


overheated eci 
tion. If this for d: 
brakes, the virtuous C 
turn vicious. : 
Indeed, the greate 


@ FTEN, a statistician is de- 
WF fined as somebody who 4 
is good. with numbers, but 
lacks the personality to bean 
accountant. That is unfair. 
Statistical innocents doubt * 
less make more colourful use 5 
of figures, but all too often they ae 
= mislead. In this second article in our 
"occasional series on statistical CN our 
| in-house pedant takes to task scribblers 
| whocomplain that directors’ pay has in- 
_ creased by five times the rate of inflation 
i. over the past year or that government 
i Spending is expanding at double the rate 
i. of inflation. Such claims may be arith- 
| metically correct, but they become 
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| qu An over- . 


" push up infla- 
ot Id suddenly 


Will surely 
With hindsight, it might have been better if — 


prices can fuel spending just like an in- 
crease in the money supply can. 

For example, the Goldman Sachs mone- 
tary-conditions index (based on a weighted 
average of short- and long-term interest 
rates and the trade-weighted exchange rate) 


suggests that America's monetary policy is 
currently at its tightest since 1989, largely 
reflecting the strong dollar. However, Bill 


Dudley of Goldman Sachs argues that if the 
monetary-conditions index is adjusted to 
take account of the stockmarket, it paints a 


y very different picture. By historical stan- - 
dards, financial conditions are not in fact 


that tight. Indeed, they have actua eased 


over the past three years. 
Central banks cannot afford to ignore 


the performance of the stockmarket in 
weighing up the wisdom of their monetary 
policy. The Federal Reserve’s next open 
market committee meeting on March 31st 
give attention to the matter. 


the Fed had applied the brakes earlier last 


grossly misleading as inflation 
declines towards zero. 

The charts illustrate the 
point. The lefthand one 
shows annual rates of in- 
/f crease in wages and prices, 

with both falling over time. 
The curved line in the right- 

. hand chart then plots wage inflation 
as a multiple of price inflation. Thus, by. 
this popular gauge, wages rose by 1.4 | 
times the rate of inflation in the first year. 
(wages rose by 10%, prices by 7%), but by a 


huge seven times the rate of inflation in 


the eighth year (wages 3.5%, prices 0.5%). 
The fact that bosses’ pay has out- 
stripped inflation by a factor of seven : 
. might make a great head- | 
line, yet in both years real - 
wages—the gap between | 
wage and price inflation— — 
grew by the same amount, 
3%, as shown by the flat line 

in the right-hand chart. 
If inflation dropped to 
zero—and it is not far off 
that level in some econo- 
mies—journalists would 
presumably thunder on 
about bosses' pay rising infi- 
nitely faster than the rate of 
inflation (3% wage inflation 
divided by zero price infla- 
tion) Noteven stock options 
have that effect. 


certainly suggests that EE E meà- «x 
sures of the tightness of monetary policy 
may be misleading. After all, rising share 


Royal Bank of Scotland, has lured over half 


Safeway could be earning a combined 


























thé. E rates, : The financ 
says he was "surprised at how 
new guys had made their mar 
The new guys are Britain's gr 
Banks may talk of nu. “financial 
permarkets” offering all manner of | 
cial services; but it is the ordinary ki 
supermarket that is coming closest t 
serving that epithet. Sainsbury and 
the country’s two largest chain 
shcppers between them (see ch 
page), began encroaching on the 
a year ago, offering simple telephone-ba 
bank accounts with alluring rates of 
est. They have since added more product 
At first, their financial businesses we 
brushed aside as marketing: gimmi 1 
Now they look seriously competitive. “I 
were a British banker, I would be very, very 
worried indeed," says Stuart Castledine, 
who ran Tesco's financial arm until last 
year, and was formerly a banker. : 
Judging by the amount of business they - 
have won, the supermarkets have gotoffto - 
a flying start. Sainsbury's Bank, a joint ven- 
ture with Bank of Scotland, has attracted 
650,000 accounts and £1.4 billion ($2.3 bi- 
lion) of deposits in under a year, and cla 
to be opening 10,000 new accounts 
Tesco Personal Finance, a partnership: 





a million savers. Safeway, asmaller chain, — — 
says it has taken £200m in deposits foran 
account it launched just two months ago. 
- All three admit to losing money so far. 
No results have been published, but Merrill 
jua an investment bank, guesses that 
Sainsbury's Bank lost £15m-20m last year SES 
n.a total investment of £100m. Merrilles- — 
timates that Tesco Personal Finance has. 
spentan estimated £40m getting going and 
had first-year losses of around £30m. From. 
the grocers’ point ofviewthisispettycash— =. 
particularly because, while they are learn- 
ing the intricacies of banking, Sainsbury 
and Tesco have arranged to share these — 
early losses with their banking partners. - 
Merrill reckons that Sainsbury, Tesco and 








profit of £340m from financial services by 
2003, even assuming margins below those 
earned by traditional banks and market 
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shares of only 1-2% each. 

Unlike other retailers who have dab- 
bled in finance, the supermarkets have 
twigged that customers with shopping in 
their arms have no desire to talk about 
mortgages. Banking customers deposit 
money or withdraw cash at the grocery till, 
but everything else is handled by the call 
centres of the grocers’ bank partners. This 
eliminates the need to set up banking of- 
fices within the stores, and keeps costs low: 
Sainsbury's Bank reckons each new cus- 
tomer costs £40 to sign up, compared with 
£100 at some banks. 
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The supermarkets feel no need to offer 
the money-losing services featured by most 
banks, notably cheque-writing accounts. 
Instead, they have decided to focus on prof- 
itable products, such as savings accounts, 
cards, unit trusts, mortgages and insurance. 
All of this means better rates for savers. 
Sainsbury and Tesco both pay 6.5% on 
small balances in instant-access savings ac- 
counts. The comparable rate at Lloyds TSB, 
the biggest retail bank, is 3.4%. 

The strategy is not without risks. The 
biggest is that the supermarkets weaken the 
brands they have striven so hard to build. 
Financial firms are not exactly loved by the 
public: foreclosing on a mortgage is far 
more invidious than slow service at the 
checkout. The supermarkets appear to un- 
derstand this. Should it turn down a cus- 
tomer's application for a loan, Tesco may 
in some cases send grocery vouchers along 
with the rejection letter. 

The high-street banks are not under im- 
mediate threat. A recent survey by Healey & 
Baker, a consultancy, found 87% of people 
still resistant to the idea of banking with a 
grocery chain. But complacency is unwise. 
Fifteen years ago, most people laughed at 
the idea of supermarkets selling petrol; to- 
day they have a quarter of the petrol-retail- 
ing market. While the grocers need com- 
mercial-bank partners to teach them the 
business today, it may not be long before 
they ditch the banks and strike out alone. 





Private banking 


Fewer secrets, more competitors 


ZURICH 


The Swiss banks that serve the well-heeled have done nicely. But they are under 


mounting pressure 


je airport in Zurich can be a danger- 
ous place for the unsuspecting visitor. 
Step too close to the person in front of you 
in the queue at passport control, and do 
not be surprised if you are reprimanded by 
an airport official for invading his space. 
You must have missed the signs warning 
you to respect fellow travellers' privacy. 
Nowhere is the issue of privacy more 
potent than in Switzerland. The country's 
private bankers, who provide anything 
from investment services to estate plan- 
ning for wealthy individuals, boast of their 
competitive advantages over foreign rivals: 
a stable currency, polished service and, 
above all, the ability to keep their custom- 
ers' secrets. These virtues have built Switzer- 
land into by far the world's biggest centre 
for offshore private banking. Swiss banks 
are thought to hold about one-third of the 
$6 trillion in private-client assets kept off- 
shore. But the banks face two threats: the di- 
lution of banking secrecy and the fast- 
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changing nature of their business. 

A new Swiss law on money laundering, 
due to take effect next week, robs the banks 
of a central pillar of banking secrecy. From 
April ist, they will be obliged, as in other 
countries, to report any trans- 
action or deposit that smells 
fishy. Those that fail to com- 
ply can be fined or even have 
their banking licence taken 
away. To many, the law will 
dent Switzerland's image as a 
place where the wealthy (and 
the crooked) can stash their 
gains away from prying eyes. 

This is not the first time 
that secrecy has been watered 
down. Under foreign pres- 
sure, the Swiss government 
agreed in the 1980s to co-oper- 
ate with international fraud 
investigations. In 1990, 
money laundering was made 
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Privacy under threat 


a crime. Four years later, following a string 
of scandals involving Swiss accounts held 
by corrupt foreign potentates, bankers were 
given the right, although they were not 
forced, to report dodgy clients. Secrecy has 
also been lifted temporarily so that an in- 
dependent commission can investigate de- 
posits by Holocaust victims. 

The banks have also come under attack 
at home. The new law is a success for Carla 
del Ponte, Switzerland's federal prosecutor, 
who rails against the banks’ sacred-cow sta- 
tus. Public opinion has moved against the 
banks too. In 1984 Swiss voters overwhelm- 
ingly rejected a proposal to dismantle se- 
crecy. Were the vote to be held today, it 
would be a close call. 

Mindful of this, private bankers say 
they welcome the law if it helps root out 
dirty money. “The last thing we want any 
more is our client base tainted with 
undesirables,” says Rudi Bogni, head of pri. 
vate banking at uss, the product of the re 
cent merger between Union Bank of Swit 
zerland and Swiss Bank Corporation. But 
some banks remain unco-operative: in Ge 
neva, only a tenth of the money-laundering 
cases brought since 1990 have been success 
fully prosecuted, partly because banks 
failed to provide crucial information. 

Bankers insist the new law will make lit 
tle difference to their business. They are un: 
likely to be right. Many of their customers 
chose them precisely for their secrecy. Peter 
Cosandey, Zurich’s prosecutor, says that he 
is “now lifting banking secrecy almost 
daily. That may be a commercial problem 
for banks if depositors take their money tc 
places that offer total secrecy.” 

Bankers point to their expertise in port 
folio management and client relationships 
as factors that compensate for slackening 
secrecy. A Swiss private banker, they wil 
tell you, thinks nothing of spending hi: 
weekends dining clients and taking them 
to the opera or a soccer match. Who else i: 
as close to the customer as that? 

Another advantage, though one they ar 
less keen to tout publicly, is tax treatment 
Tax evasion remains a civil offence in Swit 
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Ms del Ponte is not impressed 


zerland, despite Ms del Ponte’s efforts to get 
it made a criminal one. Ifa foreigner wants 
to stash his money in Switzerland to avoid 
tax in his own country, that is his business. 
Several hundred billion dollars of "grey" 
money is thought to be invested with Swiss 
banks to dodge tax elsewhere. 

This is one reason the Swiss banks con- 
tinue to make a packet. The Big Three 
banks—uBs, sBC and Credit Suisse—made a 
collective SFr4.4 billion ($3 billion) from 
private banking last year. The combined 
UBS expects its private bank, the world's 
biggest, to contribute two-fifths of group 
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profits by 2002. 

Continued success will depend on sev- 
eral factors. The first is how well the Swiss 
can fend off competition. With the global 
pool of investible wealth estimated at $17 
trillion and expected to grow much faster 
than inflation as the rich get richer, it is 
hardly surprising that new competitors are 
pouring in. The number of banks offering 
private banking has doubled to more than 
4,000 in the past decade. American banks 
have expanded particularly aggressively: 
Merrill Lynch now manages almost $60 
billion for rich clients outside America. 


The tide turns 


A second factor is geography. The offshore 
private-banking market, which the Swiss 
dominate, is still growing, but nowhere 
near as quickly as the bigger onshore mar- 
ket, where customers invest through banks 
in their home country. The main reason is 
that, as inflation and tax rates have fallen 
and banking secrecy has eroded, places like 
Switzerland have become less attractive as 
safe havens. 

As a result, the big Swiss banks will have 
to invest a lot more outside Switzerland to 
stay on top. The new uss is leading the way. 
Mr Bogni talks of spending “huge 
amounts" to beef up the bank's business in 
onshore markets such as London, New 
York and Tokyo. This will include link-ups 
with local banks. It has joined with Japan's 
Long-Term Credit Bank to offer private 
banking to rich Japanese, who have tradi- 
tionally preferred simple savings products. 

Another challenge is adapting to a new 


type of customer. The Swiss specialise in 
managing money for Europe's old elite, 
who tend not to scrutinise returns too 
closely. The new generation of private- 
banking customer cares more about how 
his funds are invested. 

As more sophisticated customers de- 
mand more complicated investment prod- 
ucts, the boundaries between private bank- 
ing and investment banking are blurring. 
Here, the Swiss are behind rivals such as 


Merrill Lynch and Goldman Sachs. The big - 


American investment banks offer a wider 
range of products than European banks. 
They are also well placed to pick up new 
private-banking business from owner- 
managers in Europe who unlock wealth by 
taking their companies public. The Swiss 
have responded to the growing interest of 
the monied in markets: Mr Bogni is a for- 
mer corporate financier; Credit Suisse re- 
cently appointed Oswald Grübel, a former 
head of trading, to head its private bank. 

But one determinant that is out of the 
Swiss banks' hands is the direction of fi- 
nancial markets. The country's private 
banks have done handsomely from the bull 
market. The turnover of clients’ transac- 
tions has been high and their assets have 
grown. Since fees are linked to both, buoy- 
ant markets create a virtuous circle for 
profitability. If the big Swiss banks are to 
ensure that private banking remains a cash 
cow, they will have to fend off new rivals 
and hold on to their reputation for discre- 
tion. They might also want to pray that the 
bulls keep roaring. 








. Borderline banking 


TRIESTE 


NTERNATIONAL diversification is out 
of fashion among Italian bankers. Ita- 
ly's biggest bank, San Paolo di Torino, dis- 
posed of its 109-branch Spanish opera- 
tion at the end of last year. Banca di Roma 
wants to dump Banque Générale du 
. Commerce, its floundering French sub- 
| sidiary, and Cariplo, a large Milanese 
bank that is now part of Banca Intesa, has 
| struggled with its bank in Germany. It 
| may well be that Italy’s most successful in- 
ternational bank these days is an obscure 
Savings institution, the Cassa di Ris- 
parmio di Trieste. 
| With 55 branches scattered around It- 
, aly's north-eastern corner, the Cassa di 
Risparmio hardly looks like an interna- 
tional player. But since September 1996, 
when it opened Trscanska Stedionica 
Banka in Zagreb, the capital of Croatia, 
the Cassa has lived well from the business 
of Italian manufacturers who have set up 
shop in Croatia, where labour costs are 


considerably lower than at home. Italy is 
Croatia's main trading partner. Trieste, 
which is separated from Croatia by a 
25km strip of Slovenian territory, is the 
nearest big city for much of the country. 
In addition, many Croatians seem more 
inclined to trust a foreign bank than a do- 
mestic one. 

Trieste, which is nearer to Budapest 
than to Milan, has strong historical ties 
with Central Europe from its days as part 
of the Austro-Hungarian Empire. The 
Cassa di Risparmio kept its cross-border 
contacts during the cold war, says Rob- 
erto Verginella, the bank's chairman, and 
it was encouraged by the Croatian central 
bank to open the Zagreb subsidiary. The 
Cassa's Croatian venture is already break- 
ing even, and received an unusual seal of 
approval on March 20th, when the World 
Bank's International Finance Corpora- 
tion took a 14% stake. 

What is its secret? Perhaps the Cassa 








Banking on Zagreb 


has done well because Croatia's business 
environment—with outmoded banking 
laws, political interference, top-heavy bu- 
reaucracy and corruption—is not all that 
different from Italy’s. | 
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| the European Commission tested the fit- 
| ness of countries to join the single Euro- 
pean currency. They applauded the con- 
vergence of recent years in countries’ 
budget deficits, inflation, exchange rates 
and interest rates. But that does not mean 
| that the 11 economies expected to partici- 
| pate in EMU are identikit copies of one 
another. Far from it. Differences remain 
in their financial structures, which make 
‘some economies more sensitive than oth- 
ers to interest-rate changes. 
. After EMU is launched on January ist 
| 1999, all member countries will share a 
| common short-term interest rate. Some 
| 
| 





economists warn that a single monetary 
policy may be unwise if growth rates and 
hence inflationary pressures differ across 
Europe. For example, treland’s economy 
. grew by 10% last year; Germany's grew by 
| 2.5*. This suggests that Ireland needs 
| higher interest rates than Germany. But 
even if all countries were at the same 
point in the economic cycie, Europe's cen- 
_ tral bank would still havea problem. Dif- 
i ferences in the way interest rates affect 
- output across Europe mean that a given 
! rise in rates would depress some econo- 
| mies more than others. 

It has long been argued that British 
consumers are more sensitive to changes 
|. ; ininterestratesthan their counterparts in 

T continental Europe, and that this is one 


single currency for now. But two re- 
nt studies find that there are also big 


y 3 R lamana Rama- 

sloek of the 1Mr*, 
finds that i in dii ium, Finland, 
| Germany and the Netherlands the full ef- 
| fectofarisein rates on output takes twice 
| aslongto happen as in France, Italy, Por- 
tugal and: Spain. However, the final im- 
pact on output is twice as big in the first 
group of economies as in the second. 
| nother study!, by Rudiger Dorn- 
Mit and Carlo Favero and Fran- 
cesco Giavazzi of Bocconi University in 
Milan, looks at just four likely EMU mem- 
~ bers. It concludes that the initial impact 
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* "The Real Effects of Monetary Policy in the European 
Union: What are the Differences? iMr Working Paper 
— |] No. 160, December 1997. 
ois f*A Red Letter Day?" CEPR Discussion Paper No. 1804, 
; February 1998. 
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WO reports published this week by - 
the European Monetary Institute and - 


4 | goo d reason for the country to stay out of 


| The European Central Bank will fati; a jii task setting monetary policy, 
partly because higher interest rates hit some economies harder than others 





of a rise in short-term interest rates is 
twice as high in Italy as in Germany and 
France and three times as high as in 
Spain. After two years, the gap between 
the countries narrows, but the output ef- 
fect remains bigger in Italy. Thus al- 
though the two studies agree that interest- 
rate increases hurt some economies more 
than others, they disagree about which 
economies are most sensitive. This partly 
reflects different assumptions made in 
their economic models. 

Why do interest-rate changes affect 
countries output differently? Higher 
rates influence economies in three main 
ways. First, they raise the cost of borrow- 





ing and so deter new investment or pur- 
chases of consumer durables on credit. 
Second, there is an "income effect": debt- 
ors feel poorer because their debt-service 


costs are higher, whereas savers feel richer 


because their interest-income has gone 
up. Third, there is an exchange-rate effect: 
a rise in interest rates pushes up the cur- 
rency and so squeezes exports. 
Several things follow: 

e The higher the proportion of borrowing 
that is short term or at variable interest 
rates, the bigger the income effect and 
hence the bigger the drop in spending 
when interest rates rise. Lending on such 
terms is most popular in Austria, Britain 
and Italy (see chart). In contrast, in France, 
Germany, and the Netherlands, borrow- 
ing is mostly long term and at fixed inter- 
est rates. 

* Banks vary in thespeed with which they 
pass on tises in official interest rates to 


their customers. In Britain, the Nether- 
lands and Spain short-term bankdending . 
rates are almost fully adjusted within 
three months. At the other extreme, even 
after 12 months French banks pass on 
only three-fifths of any increase in rates 
and German banks only three-quarters. 
This reflects closer relationships between 
banks and customers in these countries 
and less competition between banks. 

e The shape of firms’ and households’ bal- 
ance sheets is important. Countries’ with ` 
lower levels of private-sector debt, like It ` 
aly, Germany and Belgium, will be hit less 
hard by a rise in interest rates. than. 
heavily-indebted countries. 

* The more open an economy, the bigger 
will be the impact on output of an appre- 
ciation of the euro against the dollar as a 
result of higher interest rates. Ireland and 
Belgium are the most exposed: their ex- 
ports outside the expected EMU area ac- 
count for 34% and 21% of GDP respec- 


tively, compared with around 10% or less. 


in France, Germany, = and Spain. 


Fog in the channel. 


This analysis suggests that Britain is p p 


ably wise to stay out of emu for the mo- 


ment. But it also suggests that when the - 
European Central. Bank (ECB) tightens. 


monetary policy, the pain is likely to be- 


distributed unevenly across the expected _ 


11 member countries. Germany has low - 
levels of variable interest-rate debt, its. 
banks are slow to pass on changes in offi- 


cial interest rates, and few of its exports 


are destined for countries outside the. 

EMU area. In theory, i itshould slow by less - 
in response to higher ; interest rates (and. 
thus its inflation may stay | high 





more open economy such as Ireland, or 


one with more en at variable i in 


terest rates, such as Italy. - 


It is true that the creation of. a Single | 


currency could help, over time, to reduce 


differences between countries, and hence. 
improve convergence in the impact of - 


monetary policy. For example, a euro- 
wide consumer-credit market could 
boost competition and lead banks to pass 
on changes in interest rates more swiftly. 
But such convergence will not happen 
overnight. Meanwhile, the way Europe- 
ans borrow and save is changing quickly 
because of extra banking ‘competition 
and financial innovation: That makes the 
ECB's task of judging the impact of mone- 
tary policy even more uncertain. As Mr 
Dornbusch and his colleagues | warn, 
“shooting at a moving eret in the fog is 
no easy task". 
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A bit thin 


The rocket Ariane 5 should have given its makers the lead in the satellite- 
launch industry. Instead it looks like dragging them back 


N THE cloudy night of March 23rd, 18 
minutes after taking off from the 
launch pad at Kourou, French Guiana, an 
Ariane rocket neatly deposited a French re- 
mote-sensing satellite in its chosen orbit. 
For Arianespace, the French company that 
operates the launch service, it was business 
as usual: the 107th Ariane flight, the 77th 
launch of an Ariane 4—the company’s cur- 
rent workhorse—and the 143rd satellite an 
Ariane rocket has shepherded into place. 
Yet not all is well at Arianespace. 

Its newest rocket, Ariane 5, was sup- 
posed to start making money by the end of 
1996. So far, only two of them have flown, 
both in tests. The first blew up. The second 
worked, sort of. The launch date for a third, 
once scheduled for spring of this year, 
keeps slipping. 

Had Ariane 5 started regular flights 
when planned, it would have been well 
ahead of the game. Its six-tonne capacity 
was designed to let it carry communica- 
tions satellites in pairs, making it more 
profitable than the smaller Ariane 4. Now 
Ariane 5's competitors are catching up and 
its customers’ needs are overtaking it: 
"commsats" are likely to grow even bigger 
in the next few years. As delays drag on, the 
profit from Ariane 5 will shrink, making 
the 7.2 billion ecus ($7.9 billion) that Eu- 
rope's governments have already put into it 
seem sillier by the month. 


Gremlins on the starboard bow 


The destruction of Ariane flight 501, 40 sec- 
onds after lift-off on June 4th 1996, has be- 
come one of the classic cautionary tales of 
spaceflight. The European Space Agency 
(ESA), which developed Ariane 5, was 
rightly proud of having created a new 
rocket more or less from scratch rather than 
cobbling a design together from old ones. 
But the rocket did contain a few relics, and 
one of these—a guidance system from 
Ariane 4—was literally its downfall. 

One of the system’s functions was to 
deal with the rare cases (only one so far) 
when an Ariane 4 countdown had to be 
stopped a few seconds before launch. Its 
task then was to keep an eye on the rocket's 
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alignment on the launch pad for 50 sec- 
onds or so while other systems were reset. 
But it also did this during a normal launch, 
needlessly measuring the rocket’s sideways 
motion as it hurtled through the sky. That 
was the first mistake. 

In Ariane 5 the alignment function was 
redundant, but was not removed—the sec- 
ond mistake. Within halfa minute after lift- 
off, an Ariane 5 is moving sideways far 
faster than its older sibling. The guidance 
system, not programmed to cope with such 
speeds, spewed out an error message and 
then shut down—mistake number three— 
as did the back-up system. The rocket's 





Up, up, but not away 





main computer, not programmed to un- 
derstand the error message—the fourth 
mistake—concluded that the rocket had 
veered off course, and swung the engine 
nozzles to their limits to try to correct it. Un- 
der the stress the two strap-on rocket boost- 
ers broke off, triggering a self-destruct. 

Flight 502, which went up on October 
30th 1997, suffered a less exciting problem, 
but one that has been harder to diagnose. 
After the boosters had run out of fuel and 
been jettisoned as planned, the rocket 
started rotating like a corkscrew. This made 
the fuel in it slosh around, confused the in- 
struments that measure how much fuel is 
left, and caused the computer to shut down 
the engine ten seconds early. As a result, the 
rocket released its satellite payload into a 
much lower orbit than it should have done. 

Since then, engineers have been trying 
to recreate the launch in ground tests to see 
what caused the rotation. The main stage of 
the Ariane 5 has but a single big engine, soa 
small force in any direction other than 
along its axis will set it spinning—and sev- 
eral things could have caused such a force. 
According to a spokesman for ESA, it now 
seems most likely that the engine nozzle it- 
self was slightly off-centre. The small con- 
trol thrusters designed to compensate for 
such things were not powerful enough. 

They will be beefed up for flight 
505 ... whenever that is. The official launch 
date was put off from “sometime in the 
spring" to mid-July, then to late July, and 
there are rumours that it may get as late as 
September. 

The company says the delay is due not 
to technical problems but to the need to 
find a commercial payload. That in itself is 
unsettling. Alongside an “atmospheric re- 
entry demonstrator”, an experimental vehi- 
cle built by esa to test future ideas such as 
an astronaut capsule, flight 503 has room 
for a 2.5-tonne satellite. This could bring in 
34m ecus, which Arianespace needs to help 
cover the costs resulting from the loss of 
flight 501 (an estimated 313m ecus). There 
are prospective customers, but if negotia- 
tions with them are being drawn out, hard 
bargaining may be going on. Arianespace 
insists it will not drop its price. 

In the meantime the company is run- 
ning to keep up with events. A few years ago 
it predicted that commsats, which had 
been growing, would never weigh more 
than three tonnes. Instead, thanks to swell- 
ing demand for their services, satellite 
firms have made their machines even big- 
ger. Some already weigh four tonnes, and 
six-tonners are expected before long. To 
maintain its edge of launching two at a 
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time, Ariane 5 has to get bigger too. 

One upgrade is already in the works. By 
2000 Ariane 5 should be able to carry over 
seven tonnes into geostationary orbit, the 
height above the earth (36,000km, or 
22,000 miles) at which most commsats fly. 
And at a meeting tentatively set for this 
June, European space ministers will choose 
one of two schemes for a new upper stage 
which will give the launcher a nine-tonne 
capacity. Arianespace is hoping it will 
achieve 11 or 12 tonnes by 2006. 

The firm is also hoping to break into a 
new market. Currently its order books con- 
tain only geostationary satellites, demand 
for which is predicted to tail off in the next 
few years. But a boom is coming in "con- 
stellations"—large numbers of small satel- 
lites in orbit a few hundred miles above the 
earth's surface. The company would like to 
modify Ariane 5 so that it could deliver sev- 
eral satellites into different positions, stop- 
ping and starting its engine in between. 

All of these schemes will cost money. 
Arianespace's shareholders—the French 
space agency and various European mak- 
ers of Ariane parts—agreed this month to 
provide an extra 66m ecus. A similar 
amount will come from the company's 
own reserves. At the June meeting, it will 
ask Europe's governments for nearly a bil- 
lion ecus more. But they will also be under 
pressure from ESA to pay for a raft of other 
new programmes, which could leave 
Arianespace struggling to find the cash. 

Arianespace is hardly in imminent 
danger—its order books for Ariane 4 
launches are bulging. But for the moment it 
looks as though Ariane 5 will make a skinny 
sort of cash cow. 





Aerobiology 


Life in the clouds 


HE next time you sit back and admire 

the sunset from the shores of a sultry 
tropical island, pay homage to the battal- 
ions of fluffy cumulus clouds that will 
probably be arrayed along the horizon. For 
if Bill Hamilton, a biologist at Oxford Uni- 
versity, and Tim Lenton, a biologist at the 
University of East Anglia, in Britain, are 
correct, these clouds are the home-made 
rafts of bacteria, algae and other microbes 
voyaging across the world. 

Scientists have known for some time 
that microbes are important in cloud for- 
mation, and hence play a part in influenc- 
ing the weather. Cloud samples have often 
been shown to harbour microbes of many 
kinds. Dr Hamilton and Mr Lenton think 
that this is no accident. In a paper about to 
be published in the journal Ethology, Ecol- 
ogy and Evolution, they argue that some 
microbes have actually evolved to seed 
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The brooding breeding grounds 


clouds, in order to aid their own dispersal. 

The travel-by-cloud hypothesis has 
three parts. First, if this strategy is to be suc- 
cessful, the organisms must be able to lift 
off the globe's surface and rise high in the 
air. Once in the air, they must be able to 
seed the formation of clouds and survive 
the sun’s fierce rays. Finally, they must be 
able to come safely back down to earth. 

If you are small and light, getting into 
the air from land is fairly easy. The wind, 
after all, is the preferred vehicle of many a 
seed or spore. From water, though, flying 
aloft is more difficult. In order to get away, 
you must first escape the surface tension— 
something with which small, light beings 
will have particular difficulty. So you will 
have to wait until the wind is strong 
enough (about 20kph, or 12mph)—to cause 
white caps. Then, if you are sufficiently 
small, you may be lucky enough to be 
hurled aloft in the spray, and swept up- 
wards by the wind. This is effective: sam- 
ples of the air above breaking water show 
high concentrations of minute organisms 
normally found in the water. But it pre- 
cludes escape on a day when the water is as 
flat as a millpond. Unless, that is, you can 
somehow create your own wind. And that, 
proposes Dr Hamilton, is precisely what 
some algae do. 

He suggests two mechanisms. First, sim- 
ply by absorbing sunlight, algae floating on 
the surface warm the water. This warmth is 
quickly absorbed by the air above—creat- 
ing changes in the local air pressure (ie, 
wind) and mini-thermals on which small 
algae might rise upwards. 

Second, many species of algae emit a 
gas known as dimethyl sulphide, or DMs. 
Some let it go only when their cells are 
damaged as a result of being preyed on by 
zooplankton. But others release it directly. 





No-one knows why: theories range fron 
the notion that it might have an antibioti 
effect to the idea that it makes algae less ap 
pealing to munching zooplankton. D 
Hamilton and Mr Lenton think otherwise 
They reckon that algae emit pms to helg 
themselves take off. 

Interestingly, DMs emitted from algae i: 
the primary natural source of cloud-con 
densation nuclei. These are the tiny air 
borne particles around which water drop 
lets form, thus catalysing the condensatior 
of clouds. Without such particles, cloud 
would be rare: the air would need to bi 
freakishly saturated with water vapour o 
strangely cold for condensation to occur. 

Through a series of complex chemica 
reactions, the pms given off by algae i 
oxidised into tiny particles of sulphate 
around which the water droplets form. Thi 
process releases heat—which in turn draw 
more air from below, thereby increasin; 
the local windspeed. Within a few hour: 
the researchers suggest, DMs released fron 
a patch of algae on a sunny day may help t 
create winds, thermals and clouds. Any a! 
gae that can take advantage of this can thu 
head off in search of better climes. 

Another hint in favour of this idea i 
that algae that emit pms tend to be smalle 
(thus facilitating take-off) than those that d: 
not, and seem to be commoner in the tror 
ics. Indeed, some ofthe strongest emission 
come from algal species found in warm, o: 
ten windless waters such as the Sargass 
Sea. So far, though, it is not known whethe 
these algae in particular are found i) 
clouds more than algae of other species. 

Finally, algae are not the only orgar 
isms that ride around in the sky. Many sp: 
cies of bacteria have been collected fror 
clouds, along with the spores of a variety c 
fungi. For these organisms, getting dow 
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from a cloud may be more of an ordeal 
than getting up: spore-releasing fungi tend 
to shed spores at the times of day and year 
when thermals are most likely, and bacte- 
ria are so small and light that the slightest 
puff of wind can send them flying. 

From a cloud, of course, the obvious 
route back to earth is via rain. One way to 
increase the probability of rain is to seed 
the formation not of water droplets, but of 
ice crystals, an important step in precipita- 
tion. Therefore, it is intriguing that the bac- 
teria and fungi best known for their ice-nu- 
cleating ability are also famous for their 
tendency to frequent clouds. 

This may sound like the stuff of cloud- 
cuckoo land, and none of it has been tested 
yet. But Dr Hamilton says his theory ex- 
plains too many coincidences to be ig- 
nored. Right or wrong, it puts those tropical 
summer skies in a new light. 





Conserving art 
Ageless beauty 


BRIGHTON 


HE lady who gazes enigmatically from 
her opera box in Renoirs "La Loge" 
might have hoped that, whatever age did to 
her own complexion, in the painting it 
would always look as creamily perfect as it 
did in 1874. Were she still alive now, she 





SCIENCE AND TECHNOLOGY 


would be disappointed. Like skin, paint 
loses its suppleness with age; and that, to- 
gether with cold, heat, humidity, dryness, 
pollution or any of the various other perils 
that paintings face, has caused a craze of 
fine cracks to mar her once-flawless chin. 

Gallery conservators monitor their 
paintings for deterioration, but this relies 
on visual inspections and can catch prob- 
lems only after they have started. Christina 
Young, a physicist who divides her time be- 
tween London's Imperial College and the 
Tate Gallery, is working on a way to spot 
cracks before they happen (and without 
touching the pictures). She presented her 
technique last week at the Institute of Phys- 
ics annual congress in Brighton. It uses a 
trick called electronic speckle-pattern inter- 
ferometry (EsP1) to look for areas where the 
paint is under dangerous stress. 

ESPI, which was developed 20 years ago 
and is mostly used to study how stresses are 
distributed around mechanical parts or 
structures, looks for tiny movements in an 
object. It is done by shining two beams of 
laser light at the object's surface. At each 
point where the beams meet, they add up 
either to more light or to darkness, depend- 
ing on whether the light waves from the 
two lasers are in or out of step with each 
other at that point. This produces an "inter- 
ference pattern" that encodes small rises 
and dips of the object's surface. 

Since light waves are only a few ten- 
thousandths of a millimetre long, warps 


A" 








Countries with strong artistic traditions often promote their culture by sending 


exhibitions of paintings and sculpture abroad. But there is more to a nation's 
culture than mere art, and London's Science Museum believes that it has spotted 


exhibition: a display of pioneering British technology. Among the old masters 
sent to Kobe are Henry Bessemer's original converter for making iron into steel, 


a gap in the market. This week saw the opening in Japan of an unusual travelling | 
| 
| 


John Logie Baird's first television, and George Stephenson's “Rocket”, the steam 
locomotive that ushered in the age of mass transport. 





THE ECONOMIST MARCH 28TH 1998 





tha: small at any point on the surface will 
change the interference pattern there no- 
ticeably. By comparing two patterns from a 
painting, taken some time apart, Dr Young 
can create a sort of contour map which re- 
veals minute changes that have happened 
in between. Parts that are under unusual 
Strain, or where the canvas is weak (near 
corners or repairs, for instance), will have 
moved more than the rest, and this will 
show up when the patterns are compared. 
A series of patterns can be used to watch 
how the strain changes over time. 

Using this information to predict po- 
tential cracks is difficult, however. Since ev- 
ery painting is a layered cake of several dif- 
ferent materials whose properties vary 
from era to era, there is no easy way to pre- 
dict how much stress will cause a crack. 
What might seem the ideal solution—mon- 
itoring each painting by taking interfer- 
ence snapshots of it every few months— 
would be impractical, because the snap- 
shcts would have to be taken by the same 
equipment in exactly the same position. 

Instead, Dr Young is trying to gain ex- 
perience in the art of prediction. She has 
studied the properties of tiny flakes of can- 
vas and paint taken out of archived paint- 
ings. She has put younger and less valuable 
works (including a few of her own cre- 
ations) through environmental assault 
courses, such as swinging the temperature 
or humidity up and down in a speeded-up 
simulation of the daily cycle of life in an art 
gallery or National Trust house. She has 
tested how they like being stretched in dif- 
ferent directions—as they are when being 
re-lined—and plans other tortures to find 
out what they are most vulnerable to. 

All this, Dr Young hopes, will eventually 
teach her how to recognise areas in danger 
of cracking on more valuable paintings, by 
looking at interference patterns taken just 
hours or minutes apart while varying the 
ambient conditions. This would allow con- 
servators to take pre-emptive action. And so 
long as Dr Young has more success in teach- 
ing her technique to others than Renoir 
did, it could help a lot more ancient ladies 
to xeep their skin as smooth as the day it 
was painted. 
—————————————Qá——XJ———. 
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Is your organisation capable of meeting customers’ 


needs “Any time, any place"? 


Fi 


eightened €o mpetition, ever-m ore demanding 
customers and, above all, a revolution in electronic 
commerce are creating upheaval in the financial 
services industry. The convergence of computing, telecom- 
munications and visual media—along with the rapid rise 
of electronic commerce—is ushering in an age of "virtuali- 
sation", in which customers will expect and demand 
access to financial services without any constraints of 
time, place or form. 


A blueprint to succeed in the age 


_of virtualisation 

To help senior financial services executives understand the 
effects of virtualisation, the Economist Intelligence Unit has 
published Financial services in the virtual world. Written 
in co-operation with Andersen Consulting, the report 
examines how financial institutions are being compelled to 
rethink the services they offer, the way in which they offer 
these services and their fundamental business processes. 


-Learn from the insights of more than 

<- 200 senior executives worldwide. 

` Based on a global survey of more than 180 financial institu- 
| tionsin North America, Europe and Asia, as well as in-depth 
| personal interviews with 40 senior executives within the 
L same geographic regions, = report will show vou: 
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m How financial institu- 
tions must reshape 
themselves—determining which processes are most 
important, redesigning processes to support virtualisation 
and outsourcin g those that are less critical | 





m How managing virtualisation requires a new approach to. 
management—and a new breed of manager 


The most important report you will read this year 
includes case studies on: 


First Chicago NBD's efforts to open an entirely new 
distribution channel via the Internet and the implications 
for internal processes 


J] & H Marsh & McLennan's implementation of an online, 
interactive brokering system and how the company has. 
realigned its internal processes y 










London Stock Exchange's technology initiative a id ox te: 
sourcing efforts, which have. allowed. it to combi ne be er 
service with a lower cost base ` ebur ta io 
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Film's great might-have-been 


The Oscars tell us how films are. Sergei Eisenstein's centenary year is a chance 
to look back and see how they might have been 


ERGEI MIKHAILOVICH EISENSTEIN 

was born in Latvia on January 23rd 
1898, just over 100 years ago. A new biogra- 
phy chronicles a life of exceptional interest, 
full of extraordinary accomplishments but 
also terrible disappointments. Eisenstein 
became world-famous in his mid-20s, after 
directing the film “Battleship Potemkin”, 
which is still revered as the great master- 
piece of silent cinema. 

In his 30s, after the consolidation of 
Stalin’s power, Eisenstein’s career went 
into utter disarray and he failed to com- 
plete a series of cherished projects, not only 
in the Soviet Union, but also in the United 
States and Mexico. Despite continuing po- 
litical difficulties, the last decade of his life 
saw an all-too-brief revival. 

He finished his final, massive film, the 
two-part saga of “Ivan The Terrible”, only to 
find himself summoned to the Kremlin be- 


| EISENSTEIN: A LIFE IN CONFLICT. By Ron- 
ald Bergan. Little, Brown; 384 pages; 
£22.50 
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fore the second part was released. He was 
personally lambasted by Stalin, Molotov 
and Zhdanov, and ordered to make sweep- 
ing changes. “Well then, that is sorted out,” 
Stalin observed as he ended the meeting. “! 
wish you luck, and may God help you.” If 
Eisenstein had not died of a heart attack in 
1948 shortly after his 50th birthday, it is 
probable that disaster and disgrace would 
have struck once again. Soon afterwards, 
Stalin ordered the “doctors’ plot” purges, 
directed against “cosmopolitans’—short- 
hand for Jews and westernisers. 


A tangled life 


Eisenstein’s life was particularly complex, 
not least because it was so fatefully inter- 
twined with the grim history of the Russian 
revolution and, in particular, with a cul- 
tural policy distorted by Stalin’s whims 
and tastes. Eisenstein, however, was more 
than a film maker and when prevented 
from working on the set, he turned his 
mind to other interests. He was an excep- 
tionally brilliant and adventurous thinker, 
a tireless polymath and theory-builder 


whose essays and notebooks are endlessly 
fascinating to read, still startling in their 
scope and originality. His interests ranged 
across all the arts and he wrote about them 
with an intense personal involvement and 
daring originality. 

Above all else, Eisenstein was a vora- 
cious reader. His essay entitled “Streets” 
turns out to be about his favourite 
beokshops—Shakespeare and Company in 
Paris, Mizrachi in Mexico city, Odo Stade’s 
little Hollywood Book Store in Los Angeles, 
and the bookshop on Kuznetsky Street in 
Moscow, with its back room full to bursting 
with books sold by departing foreigners. He 
lovingly recalls the books he bought in 
them—an autographed copy of Fargue's po- 
etry, a banned volume by Verlaine, a study 
of Chinese theatre, a biography of Paracel- 
sus, Ambrose Bierce’s “21 Delightful Ways 
of Committing Suicide", Paul De Kruif's 
bcoks on bacteriology, histories of Peru and 
Argentina. Eisenstein had an account at 
Zwemmers in London's Charing Cross 
Road, from which treasured parcels of art 
bcoks would arrive for him in Moscow. 

Mikhail Romm, a fellow film director, 
described the one-room flat where Eisen- 
stein "used to sit among the books, on the 
bcoks, under the books", an atmosphere 
lovingly created in the Eisenstein Museum 
in Moscow and recorded on film in the late 
Derek Jarman's "Imagining October". In 
th:s film Jarman leafs through Eisenstein's 
copy of John Reed's “Ten Days That Shook 
The World", the source book for Eisen- 
stein's classic film, "October", pointing out 
hew Trotsky’ name has been prudently 
blacked out wherever it appeared. 

Eisenstein was lucky to avoid the 
camps, in which so many of his friends suf- 
fered and died. His mentor as a young man, 
a great avant-garde stage director, Vsevolod 
Meyerhold, was executed in 1940. At risk to 
himself, Eisenstein managed to save 
Meyerhold's papers and notes and hide 
them in the wall of his own dacha. 

The experience of working with 
Meyerhold had decisively shaped Eisen- 
stein's own artistic ideas, convincing him 
that theatre and cinema should take their 
place among the modern, and indeed the 
avant-garde arts, whose stagecraft and vi- 
sual design needed to break decisively with 
19:h-century realism. It was in this context 
that Eisenstein developed his theories of 
montage, typage and synaesthesia. He ar- 
gued that film editing was a kind of picto- 
graphic syntax, that in acting physiognomy 
was more important than psychology, and 
that the sound and colour design in a film 
should be treated as fully expressive ele- 
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ments in their own right. 

As Mr Bergan movingly recounts, Eisen- 
stein developed a curious mixture of au- 
dacity and cunning, always pushing his 
films towards an ideal state which he must 
have known could never be realised, for po- 
litical or economic reasons, yet managing 
to remain employed and to launch yet an- 
other project after the previous one had col- 
lapsed or been compromised or sabotaged. 
Most of all, it seems, he regretted the loss of 
his Mexican film "Que viva Mexico", 
which was paid for by a bestselling (and 
left-wing) Californian author Upton Sin- 
clair, and on which he had imagined he 
would be able to work in conditions of 
comparative freedom. 

It came as a terrible shock to him that 
the experience of an independent Ameri- 
can production should turn out to be as 
heart-breaking as that ofa film made in the 
Mosfilm studio. Eisenstein was fascinated 
by Mexico and by its complex layering of 
cultural strata: pre-Columbian civilisa- 
tions, Spanish baroque, 19th-century 
Beaux-Arts and revolutionary modernism. 
He was intrigued by the obsession with 
death and the strain of cruelty which ran 
through its antiquity, fine arts and vernacu- 
lar culture. 

Itwas in Mexico too that Eisenstein pro- 
duced some of his strangest and most dis- 
concerting work—a series of blasphemous, 
sado-masochistic and homo-erotic draw- 
ings, a crateful of which were seized by 
American customs when he left Mexico. Ei- 
senstein's sexuality has long been a matter 
of conjecture and Mr Bergan, perhaps too 
cautiously, comes to no clear conclusions 


about whether the drawings reflected the 
way Eisenstein lived and behaved. 

Eisenstein's fellow-director, Leonid 
Trauberg, recalled that Eisenstein had 
made "serious advances" to his brother Ilya 
and there are many in Mexico who recall 
similar stories. Mr Bergan confirms that Ei- 
senstein's marriage to Pera Attasheva in 
1934 was "purely platonic", undertaken 
when homosexuality had been 
criminalised in the Soviet Union and a 
campaign against it led by Maxim Gorky. 

In the end, it is Eisenstein’s films that 
count. Mr Bergan’s description of their tor- 
tuous passage through the Soviet bureau- 
cracy can only enhance Eisenstein’s reputa- 
tion, although there is certainly much more 
information about him still hidden in the 
Soviet archives. French critics of the 1940s 
and 1950s made a cult of the film maudit, 
the film doomed to ruin at the hands of 
producers and distributors who took it 
upon themselves to re-edit or suppress a di- 
rectors work. Jean Renoir’s "La Règle du 
Jeu" and Orson Welles's "Citizen Kane" fell 
into this category and so did almost all of 
Eisenstein's work. Even “Battleship Potem- 
kin" is rarely shown, as it should be, with 
Edmund Meisel's “machine-music” score, 
as approved by Eisenstein himself. 

Mr Bergan's lucid book is a reminder of 
both how great a director Eisenstein was 
and how much greater his achievement 
might have been, by showing the gap that 
existed between the magisterial wreckage 
of his surviving work and the even more 
astonishing concept of cinema which he 
was never fully permitted to realise. 











N OSCAR night the voting mem- 
bers of the Academy of Motion Pic- 
. ture Arts and Sciences made some point- 
|! ed distinctions. "Titanic", as predicted, 
| won best picture and best direction as 
well as nine other Oscars, including cam- 
erawork, editing, sound, art direction 
and visual effects, tying the record of 
“Ben Hur” in 1959. Even fans of “Tit- 
anic” do not praise its acting or writing, 
and the film won nothing in these cate- 
. gories. The top acting Oscars went to Hel- 
| en Hunt and Jack Nicholson (his third) 
for “As Good As It Gets”. The best original 
script award went to young Ben Affleck 
and Matt Damon for “Good Will Hunt- 
ing". "Titanic", the Academy seemed to 
be saying, could have been a wordless 
epic played by puppets. Not that "Tit- 
anic" fever has abated: seven of ten best- 
sellers on the non-fiction list in the New 
York Times are about the ship, the film or 
Leonardo DiCaprio, its male lead. 





A clear case of academic discrimination 


Hunt and Nicholson acting happy 
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Modern art curators 


The old school 


STOCKHOLM 


HEN Stockholm's Moderna Museet 

on the tiny harbour island of 
Skeppsholmen reopened its doors recently 
after an architectural makeover, an art- 
world crowd gathered from far and wide 
for an opening dinner. Unusually for such 
occasions, the star of the night was not the 
new gallery extension nor its architect, Ra- 
fael Moneo. The object of attention, who 
had pride of place at table beside the queen 
of Sweden, was a large, quietly imposing 
man of 73, Pontus Hulten. 

In a different career and with a mini 
mum of disguise, Mr Hulten could have 
joined the guests gathering at Uppsala for é 
well-to-do family Christmas in Ingma: 
Bergman’s period film, “Fanny and Alex 
ander”. Yet though he perfectly fits the par 
of an old-fashioned Swedish grandee, M: 
Hulten is one of the great modern art cura 
tors, known and admired in America anc 
Europe as a cultural force with few equals. 

Imaginative power, broad enthusiasm: 
and a knack for getting things done have al 
contributed to a career that spans five de 
cades. Over the years, he was "founder di 
rector" of six museums, including th: 
Moderna Museet, where he began in 1958 
the Pompidou Centre in Paris, the Museum 
of Contemporary Art in Los Angeles, the Pa 
lazzo Grassi in Venice, the Kunsthalle ii 
Bonn and a museum devoted to the me 
chanical sculptures of his friend, Jea! 
Tinguely, in Basle. He founded an a! 
school in Paris and has mounted countles 
pathbreaking shows. 

“There are many great modern art mu 
seums but, in my view, many are boring, 
Mr Hulten says. Dullness is not somethin 
the museums in his charge have ever bee 
accused of. The Moderna Museet itse 
opened in a renovated drill house in 195% 
With a government grant of SKrsm ($5.5r 
in today’s money), Mr Hulten bought 2 
key works by the likes of Picasso, Ducham] 
Miro, Giacometti and Dali at a time whe 
such modern masters were affordable. H: 
taste was both selective and original. If a bi 
name did not match his impeccable star 
dards, he turned it down: "Too many mt 
seums are filled with great names, ratht 
than great works," he declares. 

Mr Hulten was among the first to brin 
American pop art to Europe. Though sti 
dio visits in New York had made him a 
admirer of established painters such : 
Mark Rothko, Willem De Kooning an 
Barnett Newman, he was also quick to sp: 
fresh talent. He mounted a show calle 
*Four Americans", which included Jasp 
Johns and Robert Rauschenberg, helpir 
them on their rise. Strong in his own jud 
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Thoroughly modern Hulten 


ments, he has never been over-bothered by 
fashion or by pigeon-holing but has loved, 
and exhibited, all sorts of modern art. 

He was quick to understand that a mu- 
seum director must be a showman. He 
looks back fondly on his time at the 
Moderna Museet in the 1950s, where he 
started doing things that caught on else- 
where only later. “Sweden was ahead of its 
time in terms of freedom for citizens: eco- 
nomically, sexually, women's rights... so 
the Moderna Museet had a special atmo- 
sphere,” Mr Hulten explains with pride. 
"We also wanted to open it up to film, mu- 
sic, theatre, dance—even children." 

In Paris, where he moved to in 1973, Mr 
Hulten began large, “art-in-context” shows 
such as “Paris-Berlin” and “Paris-Moscow” 
that explored the artistic crossplay between 
capitals. Other famous shows of his include 
“The Machine at the end of the mechnical 
age” at New York’s Museum of Modern Art 
in 1968, “Futurism” at the Palazzo Grassi in 
1986 and “Territorium Artis” in Bonn five 
years ago. This extraordinary display of 
modern taste and borrowing power—from 
artist-friends and private collectors as well 
as from museums—was a sort of personal 
summary of his career. 

Despite his passion for the arts, Mr 
Hulten comes from a scientific back- 
ground. Born in Stockholm, the son of a 
botanist and a mathematician, he turned 
his back on family tradition by studying art 
history at the University of Stockholm. Be- 
fore dreaming up a plan for a museum of 
modern art, he started out as a film maker. 
One of his first efforts featured Jean 
Tinguely as a policeman. (Tinguely was the 
subject of a major retrospective by Mr 


THE ECONOMIST MARCH 28TH 1998 





Hulten at the Pompidou Centre in 1989.) 

“Sweden is unusual in both its physical 
and intellectual isolation from the rest of 
Europe particularly during the second 
world war,” Mr Hulten observes. “I think 
that made us curious, more open to new 
ideas.” At the start of his career, Mr Hulten’s 
efforts met with some resistance: many 
people dismissed Picasso as a “joker” when 
he put his masterpiece, “Guernica”, on tem- 
porary show at the Moderna Museet in the 
late 1950s. These days the general public is 
far more appreciative and knowledgeable. 
For all his lifelong commitment to promot- 
ing new art, Mr Hulten is reticent about the 
contemporary scene. What artists and cura- 
tors does he particularly admire? Would 
his career be possible if he were starting to- 
day? A formal, thoughtful man, Mr Hulten 
will not be drawn. But he lifts the curtain an 
inch: “It seems to me that something has 
changed .. . as we all know, the arts flourish 
at certain periods in history. The mid-19th 
century, for example, was more of a scien- 
tific age. I think we are going through a sim- 
ilar phase in the 1990s.” 

Not that Mr Hulten has any intention 
of retiring. His latest project, proposed by a 
local arts society, is a brand new museum 
near Varnamo, a small town in southern 
Sweden with 15 churches and no cinema. 
Renzo Piano, a celebrated museum archi- 
tect, is already on his third model, a 
wooden structure consisting of 14 intercon- 
necting buildings, painted red with glass 
roofs pointing to the north. The Swedish 
state has pledged SKrsom ($6m) but 
SKr70m more is needed. Mr Hulten can be 
counted on to find the rest. 





MOREOVER 
Archaeology in Palestine 


Beach holiday in 
Gaza, anyone? 


GAZA CITY 


S THE Middle East peace process stum- 
bles onwards, Palestinians are trying 
to win a bigger share of the lucrative tour- 
ism trade in the region. At the moment 
tourism in the lands controlled by the Pal- 
estinian Authority contributes about 2% of 
their Gpp, bringing in $150m a year. This 
compares with the giant industry of Israel 
next door which earned nearly $3 billion 
last year—and that was in spite of all the 
holiday makers kept away by the fear of 
bombs and violence. But if the Palestinians 
ever succeed in attracting more tourists, 
will that damage—or help preserve—their 
cultural treasures? 

The head of Gaza's Department of An- 
tiquities, a body set up by the Palestinian 
Authority, is hoping—perhaps against 
hope—that local and international recogni- 
tion of two recently-discovered archeologi- 
cal sites in the strip could safeguard them 
for the future. If the sites are properly han- 
dled, argues Moain Zadek, they could put 
Gaza on the tourist map. 

Onesite is Anthedon, the ancient Assyr- 
ian and Greek port just north of Gaza city. 
This is where Alexander the Great's generals 
sh:pped in siege equipment before Gaza 
was overcome by the Greeks in the 4th cen- 
tury BC. Excavations so far show that the 
walls, which stand up to eight metres (26 
feet) high, are largely intact. One problem is 
that most of the walls run from the sea di- 
rectly underneath one ofthe refugee camps. 
The other problem is that Mr Zadek is com- 
ing into direct conflict with property specu- 
lators with an eye for the prime beach site. 

The other site is located near the Erez 
crossing point to Israel, again on prime 
land. This treasure is a vast area of mosaic 
pavements which once graced the floor of a 
Byzantine church. Well-preserved and con- 
taining extraordinarily complex patterns 
and decorations, as well as a plethora of 
Greek inscriptions, it is the best such mo- 
saic in the Palestinian lands, according to 
Mr Zadek. His worry is how to preserve it. 

Over on the West Bank, less than 100 
km (62 miles) from the Gaza strip but an- 
other world away thanks to the Israeli re- 
strictions on travel, Bethlehem is con- 
centrating hard on tourism potential in the 
run-up to the millennium. Bethlehem 
2000, another agency set up by the Palestin- 
ian Authority, is hoping to win a share of 
Christian tourists celebrating the birth of 
their messiah and so “jump-start the Pal- 
estinian tourism industry". On one esti- 
mate, more than 5m visitors are expected to 
flood in to the area between Christmas 
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1999 and Easter 2001. 

Such hopes are not entirely far-fetched. 
In Hebron, also in the West Bank, an entre- 
preneur has opened the city’s first luxury 
hotel. In the last few months, tourism cour- 
ses have been set up by various institutions 
and religious organisations. Bethlehem 


University, which already offers a three- 
year tourism qualification, has just started 
“tourism-for-peace” courses in co-opera- 
tion with universities around the Med- 
iterranean. Certainly “tourism for peace” is 
an admirable aim. But you have to ask: 
what sort of peace for those ancient sites? 





Human intelligence 


Is it really so useful? 


BERLIN 


Two new books on espionage in Germany raise important questions about 


the usefulness of spying everywhere 


IC-TAC-TOE (also known as 

noughts and crosses) is a game 
even children soon find boring. If you 
know the rules and play correctly, a 
draw is inevitable. So it is with spying, 
according to “Headquarters Ger- 
many”, a new book by two former East 
German intelligence analysts: for all 
the effort involved, secrets lost and 
gained broadly cancel each other out. 

“Headquarters Germany” de- 
scribes their struggle against American 
opponents during the cold war. Al- 
though proud of their successes in foil- 
ing some attempts to spy on East Ger- 
many and in working out who did 
what in the vast network the Central 
Intelligence Agency (CIA) had in West 
Germany, their main message is dis- 
illusionment: with the communist 
system, with the pointlessness of the 
intelligence game (better done by po- 
licemen, they argue) and most of all 
with colleagues who sold the best se- 
crets—identities of East German 
agents in the west—to the Americans 
when the wall came down. 

Are the authors just bad losers? Not 
entirely. In Germany, as in other coun- 
tries, there are some good questions 
being asked about the value of expen- 
sive intelligence bureaucracies. Germany's 
costs DM700m ($380m) annually, Ameri- 
ca's some ten times that. 

The first question is about scope. Offi- 
cially, spies from democratic countries con- 
centrate on the world's dodgiest places, 
such as Iraq, Iran or (still) Russia, as well as 
terrorists and organised-crime gangs. In 
practice, however, friendly countries spy 
enthusiastically on each other, especially in 





HEADQUARTERS GERMANY. By Klaus 
Eichner and Andreas Dobbert. edition 
ost; 381 pages; DM24.80. 


VERSCHLUSSSACHE-BND. By Udo Ulfkotte. 
Koehler & Amelang; 368 pages; DM48 





Spies are losing pulling power 





business and financial affairs. America and 
France, for example, have had several pub- 
lic tiffs on this in recent years. 

Udo Ulfkotte, a German spook-watcher 
and author of a new book, "Verschluss- 
sache-BND", about the (West) German intel- 
ligence agency, has noted with amusement 
that Britain's electronic eavesdropping ser- 
vice advertised recently on the Internet for 
speakers of German—a language spoken ex- 
clusively in countries on which Britain, of- 
ficially at least, does not spy. 

Officially-sponsored industrial espio- 
nage can waste taxpayers’ money and sour 
relations with friendly countries. It can also 
demoralise intelligence officers, who may 
have signed up, high-mindedly, to defend 
democracy, and find themselves working 
in something less exalted such as arms 


sales. It may be better that big companies, 
which usually have good in-house intelli- 
gence and security services, should do their 
own snooping and influence-peddling— 
and take the rap if caught. 

The second question raised by these 
books is whether spies should simply col 
lect information, or also work out what it 
means. In Britain, and some other coun: 
tries, intelligence is analysed mainly by 
diplomats, soldiers or other “customers” 
But spying services elsewhere—including 
Germany—do their analysis in-house. This 
can lead easily to waste and duplication. 

Germany’s cumbersome Bundesnach 
richtendienst (BND), for example, produce: 
reports on such well-studied topics as wate 
in the Middle East. Chancellor Hel 
mut Kohl is unimpressed: he once re 
marked that he learnt more from thi 
newspapers than from the BND. Scep 
tics argue that the CIA is no better, prc 
ducing too much analysis with littl 
marginal worth. 

Some countries, notably in Scandi 
navia, have slimmed down their sp 
services. Britain has introduced ai 
"internal market" in its Secret Intell 
gence Service: each overseas station' 
annual cost is judged against hoy 
much the service's in-house “custorr 
ers" in London “pay” for its informé 
tion in notional accounting units. 

A third question is how spyin 
should be concealed. Traditionally 
spies lurk within embassies, disguise: 
as diplomats. But this has its disac 
vantages. They are easy to spot (loo 
for people too clever for their job t 
tles). Spies, seeing the dark side, an 
regular diplomats, looking for ha 
mony, tend not to get on. 

Many intelligence services a! 
therefore moving towards a mod 
where their spies work under deep: 
cover, for example as businessme! 
management consultants, or—a recer 
trend—accountants. This method 
long the practice at Israel's Mossad— 
more complicated (and can be more risky 
but is said to produce more high-grade ii 
formants and information. 

But perhaps the biggest challenge fa 
ing intelligence services is technolog 
Spies need to mingle inconspicuously an 
protect their cover once recruited. A wor! 
of microchips, surveillance cameré 
digitised information and powerful alg 
rithms makes the need for them ever mo 
questionable. A remotely operated camer 
for example, can monitor a suspected dea 
letter box better than a team of watche 
On the bright side, as "Headquarters G« 
many" makes clear, the growing futility 
the spies’ trade affects both sides: if n 
spies are hamstrung, so are yours. Anoth 
round of noughts and crosses, Mr Bond? 
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Hideo Shima 


HE British invented mod- 
ern railways, but it was the 
| Japanese that brought them 
near to perfection. True, there 
. are now some classy railways in 
Europe, but Hideo Shima’s 
shinkansen, the bullet train, still 
retains the pride of the pioneer. 
People go to Japan simply to 
ride in the train, to admire it for 
. its marvellous reliability, and of 
course its speed. 

How fast can an ordinary 
sort of person travel without get- 
ting alarmed? In 1830 George 
Stephenson's "Rocket" man- 
aged 36 miles per hour, and 
most people thought that quite 
fast enough. (To help with com- 
parisons, this article uses miles 
rather than kilometres) When 
Mr Shima bent his mind to con- 
structing a fast line between To- 
kyo and the great industrial city 
of Osaka, the speed of express 
trains in Europe had crept up in 
reassuring stages to about 
9omph. It was thought that 
100mph or so would be the limit 
for comfort. MrShima aimed for 
much more. 

The line between Tokyo and 
Osaka was of a narrow gauge 
and used by both expresses and 
stopping trains, which had to be 
shunted out of the way to allow 
the fast trains through. Mr 
Shima planned for his shink- 
ansen a separate track of a wider 
gauge (standard British) that would be as straight and level as 
possible and laid in continuous lengths of about a quarter of a 
mile. This would eliminate most of the bumps and wobbles of a 
conventional journey. Air conditioning and sealed windows, 
like those of aeroplanes, and super suspension were further 
comforters. 

As for the train itself, this was to be driven by electric motors 
in individual carriages rather than being pulled by a locomo- 
tive. Not only was this a more efficient way to drive a train, but it 
was considered safer: the electric motors could be used as brakes, 
in preference to mechanical brakes that could damage the 
wheels if applied at high speed. It sounded great when put to the 
_ Japanese cabinet in 1958. This was just the sort of thing to im- 
press the world when it flocked to Japan for the Olympics in 
1964. But the cost was reckoned to be $540m, a frightening 
amount in the lean days before Japan became a rich nation. 


What do you mean, experimental? 


Mr Shima was dispatched to Washington to raise a loan from 
the World Bank. The Bank hummed and hawed. Under its rules, 
it was not supposed to lend money for *experimental" projects. 
Experimental? Mr Shima was suitably indignant. He had been a 
railwayman since 1925, when he had left Tokyo Imperial Uni- 
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Hideo Shima, inventor of the bullet 
train, died on March 19th, aged 96 


versity with an engineering de- 
gree. He had risen in Japanese 
National Railways to became a 
director and chief engineer, a 
post once held by his father. He 
had designed both steam and 
electric locomotives. Railways 
were in his blood, his obsession 
in war and peace. The shink- 
ansen was not experimental: it 
was a carefully thought out 
scheme based on established 
practice. “Safety first” was his 
motto. The Bank was impressed 
and lent $80m towards the cost 
of the new line. 

One element that, it seems, 
had not been carefully thought 
out was the cost, huge as it 
seemed at the time. The 320- 
mile, bullet-straight line be- 
tween the two cities needed 
3,000 bridges and 67 tunnels, 
doubling the estimated cost. Mr 
Shima had not personally done 
the original and optimistic 
arithmetic, but he took respon- 
sibility for it, as did the presi- 
dent of the National Railways. 
In the Japanese way, both re- 
signed and neither was invited 
to the opening ceremony for the 
shinkansen. 

Mr Shima, though, was now 
too celebrated, especially among 
his own kind, to be ignored. He 
received numerous awards from 
European and American admir- 
ers (and a belated one, the Order 
of Cultural Merit, from the Japanese government in 1994). The 
shinkansen had shown the way. The French came to Japan to 
pick Mr Shima's brains and returned to build la gloire of trains, 
the TGV (Train à Grande Vitesse) which cruises between Paris 
and Lyons at 185mph. Europe now has dozens of high-speed 
trains (see our article “The new age of the train", February 21st). 
They go at dizzying speeds: the French got a souped-up TVG to do 
322mph. And they cost dizzying amounts of money. The origi- 
nal Tokyo-Osaka shinkansen, serving the largest and most stable 
demand in the world, soon became profitable despite the huge 
investment. Subsequent shinkansen lines did not, and may 
never. The Paris-Lyons line may be the only TGv to make a profit. 
But in a world in love with trains, what do costs matter when 
they are going to replace the beastly car and the beastlier lorry? 

Hideo Shima seemed to take little interest in the conse- 
quences of his shinkansen. After leaving railways he was 
snapped up by Japan’s National Space Development Agency 
and was its president until he retired in 1977. The agency has 
been having a bad time lately: a satellite costing $759m was lost 
in October. A prototype space shuttle was lost earlier in the vear, 
and another satellite in 1996. Mr Shima recalled that, during his 
time at the agency, seven satellites were put successfully into or- 
bit. Reliability was the trick, he said. 
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in a competitive global economy: 
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Law, Policy, Economics & Management 





The Centre for Energy, Petroleum and Mineral Law and Policy - 
CEPMLP/Dundee is the leading graduate school in its field: 
An internationally recognised centre of excellence that maintains 
close links with industry and governments through executive 
training and consultancies, offering professionally relevant 
programmes leading to the qualifications of: 


Diploma * MBA * LLM * MSc * PhD 













For further information please centact 
Kathleen Shortt, Graduate Admissions (EB), 
CEPMLP - University of Dundee, 
Dundee, DC1 4HN, Scotland, UK. 
FE Tel : +44 (1382) 344300 * Fax : +44 (1382) 322578 
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Paris Oxford ERY Berlin Madrid 


Shape your career to meet the challenges of a complex and changing 
business world by joining our MBA programs in Paris. 


v International MBA: Intensive Full-Time 12 months 
v' Executive MBA: Modular Part-Time 16 months 


“The MBA with an International Edge” 





Develop your leadership skills, attitudes and business knowledge to 
operate across Europe and around the world. 


Our assets: International faculty, limited class size, practical 
approach (including a three-month international project), all 
classes in English, AMBA accredited. 


For further information, please contact: 
EAP, European School of Management, MBA Office, Paris 


Tel +33 (0) 1 44 09 33 31/32 - Fax +33 (0) 1 44 09 33 35 
http://www.eap.net - Email: mba@eap.net 
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CHAMBRE DE COMMERCE ET D'INDUSTRIE DE PARIS 









HEC EXECUTIVE DEVELOPMENT CENTER 


Develop an international perspective 
on business strategies 


Strategies for Competitive Success: 


Formulation and Implementation 










Pierre DUSSAUGE 
Professor of Strategic Management 


HEC Paris 


Aneel KARNANI 


Chairman of Corporate Strategy 
University of Michigan 


CHAM OF COMAe@Cs € O IhOSUS TIME DE Pane 


For more information: 


Francois Collin, HEC School of Management, Paris, France 


Tel: 33 1 39 67 74 09 - Fax 33 1 39 67 74 30 


E mail: collinf@hec.fr - http:/ /www.hec.fr 
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boundaries of international business in. 
a 12-month, full-time Masters pro- ~ 
gramme taught entirely in English, with | 


international faculty and class. 
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sophisticated analytical tools with an 
in-depth analysis of the changes in the 
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s: MSM 


Founded in 1952, Ph.D./DBA 


the Maastricht School of Sess of Research 
^ Management and Development 


Management ( MSM) is dedicated Restructuring and Privatization 


to excellence in global management Corporate Strategy 
Organizational Development 





UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 
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at your own pace through home study. 























"As you know Send/tax detailed resume for a NO COST evaluation. 


illenniu 

































education and performance. Accounting and Finance experience is Pacific Western University 
Technology and Management still the best 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
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MBA Programme Information Technology 
Full-time - 12 months 
Accounting & Finance Programme structure (modular) 
Information Technology & Management Coursework 
International Business Field research 
Hotel Management & Tourism Dissertation 
Economic Policy and Cooperate Strategy 
Duration and Timing 
Executive MBA Programme Minimum 3, maximum 7 years 
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General and Strategic Management Full-time / Part-time / Out-reach 


Programs In: 


TIUS ccs a Sciences 


Unlock Tomorrow's Potential Today . 
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MPA Programme Admission criteria 
Full-time - 12 months- Master's Degree or equivalent 
Public Administration &-Economic Policy Proficiency in oral and written 
English 
Admission criteria Preliminary research outline 
Bachelor s Desree or equivalent A guarantee of financial support 
Three years work experience Application fee Dfi. 100,- 
Proficiency in oral amd written English 
For more information please 
contact 


LASALLE EDUCATION CORPORATION 


MASTER the 
GLOBAL ECONOMY 


MS in INTERNATIONAL ECONOMICS Gain the quantitative 
and analytical skills essential for an exciting career in interna- 
tional business or government. This full- or part-time evening 
program covers everything from advanced forecasting tech- 
niques to exchange rate risk management and more. For more 
information, e-mail grad.admission@admin.suffolk.edu or 
fax to 617-523-0116. Suffolk University, 8 Ashburton Place, 
Beacon Hill, Boston, MA 02108 Call us at 617-573-8302 


Suffolk University 


HIID TRAINING WORKSHOP 


PRIVATIZATION, REGULATORY REFORM 
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- practical understanding of international affai Core: courses are 
offered in General Diplomatic Studies and Pract , International 
Relations, International Law and International Economics. 


The Business Worlds programmes are aimed at managers, 
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ast Asia. Core courses are offered in business environment, 
ternational management and’ commercial law. 
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The Options Workshop 
- Stock Option and Foreign Currency 
"Option Pricing 
- Option Trading Strategies. 

and Risk Management 

The Advanced Options Workshop 

- Yield Curve Dynamics and the 
Pricing of Interest Rate Derivatives 

- Exotic Options 
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(May 1-2) 
(June 25-26) 












" For further information and our detailed brochure, 
bos please contact Ms. Katelijn Arnold, Course Manager. 
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| sien your core "S and NUI ck ls with 
the help of international experts | es 


Improve your appreciation of strategic banking issues 
Understand management concerns and acquire 
proven managerial techniques 
Obtain new ideas ond insights that will support yov. 
in your career — 


Banking Management 98 will provide a. significa: 
contribution to the career development of. attendees « ani 
an opportunity to acquire, from the banking viewpoint, a. 
sophisticated grasp of banking strategy, management and. 4 
the latest international financial and commercial practices. As oF 
a result participants will gain a broader understanding and NE 
greater capacity to assume positions of higher responsibility. EE 





This event has a history of over 20 years. During this time it 
has constantly evolved tc ensure the needs of today's banking. 
community ore met. This impressive. pedigree means: that. 
delegates can be certain of gaining skills and knowledge that 
will prove of direct and immediate benefit to them: and their: 
organisation. Banking Management 98 will also provide the.” 
opportunity to build a valuable international network. of e 
professional contacts. bs ues t 








Qj Also available Money Laundering & Courter Measures an 
15th to 18th June 1998 | Hare 
For more details, please call Mike Liso on tek +44 K o. 477 E 
8710; fax +44 (0)171 477 8882; Email execdevelop@ | 
or return this advert to City University Business School, Executive v 
Development, 24 Chiswell Street, London, Et 
quote reference EC0398 when replyiag - 
Name (Mr/Ms/Mrs} u 
Job Te — 
Company 
Address 










Postal Code 
Cou ntry 
Tel: 


r—— TUTTA HTTP rm rela ri rt A , 
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One year International MBA at Nijenrode near Amsterdam. An initiative taken by multinatio- "i E ML 
ijyenrode University 


| nals to train and nurture tap management talent, Meet 60 motivated fellow students from 





| 25 countries. More information: www.nijenrode.nl mba@nijenrode.nl «31 346 291607, THE NETHERLANDS BUSINESS SCHOOL 
vee aita e v Pet rr AH SI rt HY iret ota CERTA Y rotis ATRIA . ^ ee a ca DEDERE ASTU HD LLL CMM ME eT ETE a ee QE 1 

















Cranfield 
J UNIVERSIT 


School of Managemer 










} + e IN What-do you look for in an MBA programme? Mature students from a wide cross-section of industries and 
uS i y . É " P x . z 

professions? A reaching faculty that is rated ‘excellen’? A school that is ranked amongst Europes best? 

An alumini body of 4,000 working in more than 80 countries? A choice of 78 electives? A course that puts 


the emphasis on developing vou as an individual and a team player? Hf the answer is yes, then the Cranfield 
e F Puig 3 pue f 


MBA is for you. 


A L1 FE If. you have a degree or professional qualification and at least three years’ work experience, find out more 
TERN about our one-year full-time or two-year par t-time programmes by contacting Maureen Williams for more 
CHANGI NG information or a brochure: Cranfield School of Management, Cranfield, Bedford, England MK43 OAL. 


Tel: +44 (0) 1234 751122. Fax: +44 (0)1234 752439. | 
E X P E R l E N C E Email: m.williams@cranfield.ac.uk Internet: http:/ /www.cranfieldac.uk /som 


Cranfield University is an exempt charity offering a centre of excellence for research and education. 
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| Cesma MBA 


Reveal your top management potential 
in an innovative MBA mE 


‘Erais de Management E 





in addition j E.M.. LYON, one of Europe's leading management 
to a generalist | education and research centres, offers an MBA: 
| foundation | — Full-time (1 year) or part-time (2 years). 
À Made | ^ eAccredited by AMBA (G.B.). 
b ae on i e Bilingual (French and English). 
focuses on b | l ae m 
e Multicultural: 16 different nationalities are represented among the participants; 55 96 
have significant international experience. 
e Exchange agreements with other top business schools: Cranfield School of Management 
(G.B, double degree programme), Belgrano University (Argentina, double degree programme), 
| | ESADE (Spain), HEC Montreal (Canada) Carnegie Mellon University (USA), Lancaster 
e Entrepreneurship EE University (G.B.). 
MS e Individual support for participants in preparing their career plan and targeting future 
employment opportunities. 





«Personal 
Development 
and Leadership 


| e intercultural 


Management ; oo 
Call Jacqueline DEL BELLO 
+33478337865 
e-rhail: casmamba@em-lyon.com | 
web: http:/Awww.em-lyon.com 
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HOTEL & TOURIS BACHELORS-MASTERS- PHD. | MONTICELLO [Guided Independent Study Program 













cn adit for work experience - No classroom EOLA E oM n ctorat prc. 
Ni A N A G E Vi fe NT i N attendance - Accelerated degree programs UNIVERSITY E Bachelor, Master, me r 1 us 
Send Resume NH CABE Me Excellence in Accredited - Send resume for no-cost evaluationor Fax. E 
Suis Zet R LAND ae é Distance Learning 5 tv (005) 889-2750) 
yashingt BA, MA, MBA, PhD, JD e nrür Y 6400 Uptown Blvd; NE 
i x 1138. Bryn Mawr, PA 19010 www.monticello.edu | i 





7-1008.» * E-mail: Ewan ND: net 
i » flpuquerue New Mexico 871100. SA 


913-661-9977. — ^ n^ d 








TRENCH DiaiecuE SPARE 
] 55, Fontaine du Tonnelet, Tel: 32-87/773976 — http//www.sogid. .be/dialogue 
B-4900 SPA. E Fax: 32- 87/773 592. , E-mail: dialogue (G'arcadis, be. 


“Also courses for Y FER ‘and Y young ; adults deu school vacations 
n n Aa North American Inquiries: Elliot. Essman/Autonomy Publishing Corp. bs 
1854 ec c Leysin Switzerlanc - cheste sabes Tel: cal 474-7416 Fax (914) $34-8938 mpi AW. autonomy. FOU OBIUEUE. htm | XT 

~ ay 24 493 1717 T personalize e ' - : 














. 28009 Madrid (Spain) 
| deis +34 1 401 0673 











email: osta wor idcom.ch 







| THE LONDON CENTRE 
OF INTERNATIONAL 
RELATIONS 


| | NOW OFFERS THE FOLLOWING; 
{ [* MA in International Relations 
* MA in International Relations 
. and European Studies 
_|* Full-time and Part-time (evening) 









An oppertaniy & to join a pam 
international management 
sonst firm 


































social and economic peasy ree isan rely in Russia, a eae tay 
Europe and Central Asia, often on programmes funded by international donor. agenci 



























study The company has also worked with governments ín Africa, the. Middle East and 

* . Admission in October and Asia. | T N 
= February a "E os 
As a result of the company’s in-depth familiarity with Central and. Hastern: Europ 
















je MPhil and PhD degrees. 
























the CIS, IPS is now offering its Aull range of management services t private sec 
clients interested in this region, which includes market surv eys, market entry strategi 
feasibility studies, business plannirg, and project finance sourcing. 


: Master of Advanced. 
| European Studies 
fes CHF 6500. 
| Fulkime programme 2 semesters 

| Parttime programme 4 semesters 


| For further details please contact: 
The London Centre of International 
Relations 

(University of Kent) 








Due to the increase in inquiries from both public and private sector sources, IPS is 1 
creating additional staff positions to respond to the growing demand for our setvices.. | 




























[E i 11 Kineswa Applications are invited from highly qualified candidates for the following positions in - m 
| e n PEGS Inm ondon WC2B 6YE the company's public sector divisian: 
French optional 001 Telephone: $ 44 (0)1 71 565-6836 Senior Project Managers - Public Sector 
il To tak onsibility for the management of a portfolio of ts, t lude project. |. 
19 Oeietor 1998 bp 0171 565- 6827 0 take responsibility for the managemen [x io of projects, to include projec 





planning, monitoring technical and financial performance, evaluating project outputs, |... 

and meeting clients’ objectives. In addition, to take responsibility for developing new | 

business and winning new contracts within the individual's discipline. These permanent, 
full-time positions report to the Director of Consultancy and are based in Bristol, UK. 








ions due ^ 31 May. 1998. E Ir j£ ‘Mail: LCIR@uke. ac.uk 


j list for later applications. — > 
ntófion. available ok EE For an informal chat please call 
. -T Diet Huysman on 0171-565-6829 












URO PA! NSTITUT | Z 
Gellerisirasse 27, PO Box | | 
E CH - 4020 Basel nb ots 
d AE Tel. #441 61 3179767 | F 
CM fox 4441 6131797 66 1 |]. 5 

europaGubaclu.unibas ch Excellence i in Higher Education at 


: L2 e m w /[vveciries ch feum / index hmi | Britain’ s European University 










Applicants must have a minimum of 5 years. experience in project management c on 
donor-funded programmes, combined with a minimum of 8 years technical experience 
in one of the following sectors/subsectors. Education to Masters level would be 
preferred. 








T CANTERBURY sanus 





CJ Social Protection (including social security, pensions, 
unemployment, social assistar.ce) 





C) Education (including maragement reform, training of trainers, 
curriculum development) 












O Public Administration (including civil service reform, institutional - 
reform, central/local relations, local government, EU accession) 






| THE UNIVERSITY Ø ML 





Cj Health Reform (including primary health care, health promotion, 
health financing) 






: MSc Environmental Economiés: | 
MSc Environmental Economics & Environmental Management International Experts | 
We are also looking for experts to undertake long- and short-term contract assignments, 


particularly in Central and Eastern Europe, in the following disciplines: 






Án opportunity fo study environmental economics 







in one of Britain s most highly-rated uni versities C social protection education 
. Applications are invited for these ESRC-recognised specialist courses offered by i dee ii pais A pA seats 
the University’s Environment Department. The Department offers innovative dd tM ASA oni | BY 
© public procurement C) training and HRD 






interdisciplinary training in the economics and management of the environment 
supported by an internationally recognised staff of economists and ecologists in 
purpose-built facilities including science, GIS and computer laboratories. All 
Masters courses satisfy the entry requirements for the doctoral programme. 


For further details contact: 
$t Dr Piran White, Environment Department, 
University of York, York YOUSDD. : 
"fel: +44 (0)1904 432999, Fax: +44 (0)1904 432998. 
E-mail: eeem@york.ac.uk, or visit our web site at 
http://www.york.ac.uk/depts/eeem 


`The University of. York - excellence in teaching and research 






For all positions fluency in English is essential. Proficiency in other languages, 
particularly C&E European, is desirable. 








Please apply in writing with your CV, specifying the position sought, current salary 
details (for permanent staff positions only), quoting ref. econad/0298, to: 






Mr. Shaun Moss, Director of Consultancy, 
IPS Ltd, 1 Eaton Crescent, Clifton, Bristol BS8 2EJ, UK 
Fax: +44 (0) 117 973 2417 
Email: ips@telecall.co.uk 













We regret that only successful applications will be acknowledged. 
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ActionAid believes that T piena and lobbying institutions, individuals and companies in the UK, Europe E | 
and the rest of the world, encouraging them to change current policies, practices and attitudes, we can make 
an impact on globai poverty. We are CONO for like-minded individuals fo join a new and innovative team and © 
help us achieve our goal. 


Head of Corporate Advocacy 
£32,587-£33,303 


Leading and building & global strategic framework to position 
ActionAid to successfully iobby policy and other decision makers, 
you will play a key role in ensuring that advocacy work is integrated 
throughout the agency, as well as building advocacy skills at all 
levels. Developing guidelines on. best practice and managing 
political risk, you will also establish systems for monitoring the 


Head of Northern | Affairs 
£27,773-£28,384 


Establishing and leading a new. team, you will lead and co- ordinate 


our advocacy work in the UK and Europe by creatively targ eting AES 


and influencing policy makers and opinions shapers. » 


With excellent knowledge of the European political and public Bus 


policy context on development, you will act as aiead spokesperson ^ 
on poverty related issues. 


impact of our advocacy work and lead an agency-wide advocacy 
advisory group. You will have § years’ plus advocacy experience within the north, 
excellent strategic planning and analytical skills coupled with a 
strong ability to influence, network and build alliances in political,” 


academic and public policy fora. Ref448/E. 


For further information please contact us quoting appropriate 
reference via either email:Kathf@actionaid. org. uk or Fax +44 (0) 
171 263 7613. Closing date 24 April 1998. Please note, only 
shortlisted applicants will be contacted. 


Your excellent strategic planning and analytical ! skills and proven 
knowledge of the current global debates on poverty issues will be 
fully utilised in setting up cur corporate advocacy campaigns. 


You will have proven experience of facilitating change, ieading 
international teams and & years’ plus advocacy experience at an 
international level. Your strong influencing and negotiation skills will 
be coupled with training skiis in a multicultural environment, 
Extensive travel overseas wil be necessary. Ref447/E. 


For further information about ActionAid please visit our web site: www.onsworkd.org/actionaid, 


We are a top international business aT in the City of London, committed - 
to ensuring our people are the best in their fields. They're known for Duc 
publishing highly rated research, delivering teaching externally judged To find out more, see 
as excellent and usually have extensive business experience. Our masters — | http://www.jobs.ac.uk 
students and corporate clients expect nothing less. m or 
E telephone: «44 (0)171 477 8039 


fax: +44 (0)171 477 8886 
Email: m.j.akalay-watkin @city.ac.uk 


As part of a major upgrading, we're now keen to appoint high achieving - 
experts to 17 posts. Some of these are in our core field of finance: | 


Lecturer in International Financial Management 
Lecturers/Senior Lecturers in Finance 
Lecturer/Senior Lecturer in Financial Management 
Lecturer/Senior Lecturer in Insurance — 
Lecturer/Senior Lecturer in Quantitative Methods 
While others are in other management disciplines: 
Lecturer in Information Management 
Lecturer in Shipping, Trade & Transport. 
Lecturer/Senior Lecturer in Management & Systems 
Lecturer/Senior Lecturer in Transport Economics/ 
International Logistics & Distribution - 
Research Fellows in Strategy & International Business 


€ University 
BUSINESS SCHOOL 
Research and teaching excellence for 


the City of London at the Barbican 
We are committed to equal opportunities 
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Healey is Europe's oldest estab ished FERRE 
| outstanding record over 50 years in innovation arx 
education and development. The College i is now off 


FULL-TIME FACULTY. AT 
INFORMATION MAN. 


The post involves teaching, superzisory and adm 
Doctoral programmes and Executive programmes. 
consultancy are also encouraged for suitable candidates. Du 


Candidates should have: 


; profession [ | the. leve wil Sie iot 1 ated e i | © the ability to teach information. management. on MBA and. Executive ] 

in dour nalis. | 1L 3 ; | Programmes 

ias d * a PhD or be nearing completion ofa PhD and/or evidence of neu activity 

* teaching experience at a business school | ; 
* the willingness to play a fullcrole in the College” s academic community: both ir in 

the UK and throughout the world 


For exceptional candidates, conside: ration will be given to appointing at Professorial level. vi A ui | 






























| Salary will be negotiable, plus USS and possible assistance with removal expenses. _ 






| Applicants should send a full CV and a letter of application, together with the names | ` 
and addresses of three referees, ty 20 April 1998 to the Personnel Officer, Henley f 
Management College, Greenlands, Henley-on-Thames, Oxfordshire, RG? 3AU.. 
Telephone: 01491 418888. [direct line); Fax: 01491 412862; E mail: 
MarjorieC@henleyme. ac uk. 



















ers a. nen benefit package: 
10 April 1998 D Detailed EIN. 







5.N JATI, - Staffing Support. Section, 
ffice of Human Resources. ‘Management, room 
dro United phai New Avs) NY 10017. 












Director £55k +prp 


The Policy Studies Institute (PSI) is among Britain's leading social ne 
economic research institutes. In January 1998 it became a wholly- | 
owned subsidiary company of The University of Westminster. PSI. | 
now wishes to appoint a Director to provide intellectual leadership in 
the new environment in which PSI operates. 


: Resin Far East 














rits gaabi and growing joint venture (260 employees) 
€ Port of Vostochny (Nakhodka), P&O Ports seeks a 
em-qua lified accountant (or equivalent) with 5-10 years 
rience, some of which gained i in Russia. 

















The successful candidate will have an internationally distinguished | 
record of research and publications in a relevant area of work. | = 
S/he will be a proven research manager with the necessary business. 
skills to manage the Institute effectively. For this high profile post, 
s/he will be accomplished at using the full range of communication l 
channels and media to present a synthesis of the work of PSI to 

policy makers, sponsors and the public. | E 





The Fecit role of Financial Controller: 

| .* Reports to the CEO PEM i 

_ * Supervises all accounting, budget and reporting matters 

.'* Develops efficient and effective processes, policies and 

— systems to meet the needs of a dynamic business 

_* Liaises with banks and other institutions and government 
| agencies; manages cash flow and credit 

.* Manages asset utilisation, purchases and disposals 

"© Delivers complex strategic financial advice to management 
. cand interfaces with/directs outside i insurance, tax and legal 











T. 


PSI is looking for someone able to offer the blend of wi PL 
leadership, personal qualities, experience and strategic vision to . | 

develop the profile of the Institute, both nationally and internationally 
on a sound financial basis. The post offers an unrivalled opportunity 
to continue the strong tradition of research excellence in PSI and, at 









consultants the same time, to bring new energy and inspiration to maximise the 
* Acts as company secretary interaction of PSI with the network of research groups in the 
University, undertaking studies relevant to economic and social 

We need: 






policy and the working of political institutions. The appointee will be 
expected to merit the title of Professor of The University of 
Westminster and will represent the interests of the Institute in the 
University. 






* English and Russian language skills 
* A proven ability to work in a remote and culturally different 
environment 
| * Leadership and coaching abilities 
* PC and network skills 







For further information please ring +44 (0)171 468 
2299/2240 or fax +44 (0)171 388 0914 quoting post of 
director. Alternatively write to the Interim Director, The Policy 
Studies Institute, 100 Park Village East, London NW1 3SR. 

The envelope should be marked CONFIDENTIAL - POST OF 
DIRECTOR. The deadline for applications is 20 April 1998. 

An equal opportunities employer. 





.. A 3-year contract and Coimeas expatriate package are 
“offered. 


. Replies with C.V. to Anne. McKay: Arrow Communications s.a. 
EG 181 avenue Brugmann - 1190 Brussels - Belgium 
(0 co Fax: +32-2-343-36-91 - Email: an? acarrow.com 







[HE ECONOMIST MARCH 28TH 1998 d 















































(d Senior Media Professional. - E | 1] 
| USAID-funded project, seeks a long- erm Resident J dvisor fora] 
Bosnia print media development program. The ideal candidate is 
an experienced professional with business/journalism experience 
in print media. Send resume with salary history to: Media/BiH, 
fax: (202) 628-8189 or vicinis EOE | 









The North American Development Bank is an international financial 
institution based in San Antonio, Texas, which finances water, wastewater and 
municipal solid waste projects in the U.S.-Mexico border region. The bank is 
seeking candidates for 


Project Development Officer and Credit Officer 
positions to develop, analyse and evaluate projects for financing. 


Qualifications include: 

* 5 years of experience in financial and/or credit analysis with a commercial, 
investment or developmen£ banking institution, or state or federal agency 
that finances projects. 

* Project development experience, ideally involving infrastructure projects. 

* Project and/or municipal bond finance experience is preferred. 

* Bachelors degree if finance, accounting, economics, or public administration. 
Advanced degree is preferred. 

* Fluent spoken and written English and Spanish is required. 

* Experience working in the United States or Mexico is required, preferably i in 
both countries. 

* Extensive experience with spreadsheet software, preferably Excel. 

* Excellent written and verbal communications and presentation skills. 


Candidates must be willing to relocate and travel extensively. The Bank offers 
a full range of benefits including medical, dental life and 401(A) retirement 
plan. Interested candidates should submit their resume to: 

Director of Administration North American Development Bank, 
203 S, St. Mary's Street, Suite 400, San Antonio, Texas 78205. Fax (210) 231-6232. 


Reference position 00198 for project development and 00288 for credit analysis. 


F4 USAID/Mali Team Leader 


The US Agency for International Development (USAID) mission to Mali is seeking 
applications from qualified individuals interested in providing the services of Team 
Leader for its Information and Communications (INFOCOM) Special Objective. 


The INFOCOM Team Leader directs, manages and coordinates the Special Objective on 

Information & Communications. He/she is the principal contact with counterparts in the 

development and implementation of the various activities to be carried out under the 

Special Objective. 

| He/she acts as the mission expert on international telecommunications policy issues, 

^. | Internet services and facilities, rural radio and remote learning tecnneqoli and the 
| global informational infrastructure. 

| He/she is responsible for identifying the need for specialized expertise. Md assisting the 
GRM in locating required skilis in the information and communications policy sector. 
Examples of this include: legal assistance in the drafting of legislation similar to the 
“Freedom of Information Act" in the U.S.; establishment of a policy on broadcast media, etc 


Qualifications: A minimum of ten years of overseas experience in the desin. 

management and implementation of development projects and five years in the field of 
communications, information and systems management are mandatory. A graduate-level 
degree in communications, management information or computer sciences is highly 
preferred. The paramount requirement of the position is demonstrated leadership in 
information technology as applied to development activities. Management, analytical, 





required, as are experience in the use of geographic information systems, e-mail and 
communications packages and state of the art knowledge of Internet technology and 
applications.. Strong inter-personal, communication and presentation skills and a 
minimum rating of S-3/R-3 competency in French are a must. 


Compensation: The position has been classified at the GS-14 level and salary will be set 


authorized. 
How to apply: Send a SF 171 and/or detailed resume to: 
USAID/Mali 
Management Office, Department of State, Washington | D.C. 20521-2050, 
or fax to: USAID/Mali Executive Officer at 223 223973, 
or email to: oes gov. 
PAR date is May hd 1998. 


98. 


you find : an more rewarding p position now! Take your Bri ster 


planning, coordination, negotiating, problem solving and conflict resolution skills are also | 


| within its range. A two year contract is offered with off-shore benefits and allowances as 












brand new future by contacting us for free info. 


Career Tel. (662) 2674685 Fax. 2674688 

Email: cpasia@bkk.loxinfo.co.th c 
Path — as/g Room A, 1249/212 Charoen Krung Rd., l 
Asia Bangkok 10500 Thailand. | 





The North. ARIS Dasiops “Bank is an international financial 
institution based in San Antonio, Texas, which finances water, wastewater and 
municipal solid waste projects in the U.S.-Mexico border region. The Bank i is 


Credit Officer 


to coordinate activities related to institutional development of utilities. 
Qualifications include: 


‘seeking a 


+ D years of experience in financial and/or credit analysis with. development 


banking institution, or state or federal agency, that finance infrastructure 
projects in the United States and/or Mexico. 


| * Water, wastewater or solid waste utility funding and/or management 


experience is preferred. 


| © Bachelors degree in finance, accounting, economics, or public 


administration. 

* Fluent spoken and written English and Spanish is required. 
* Experience working i in the United States or Mexico is: eq uiri 

both countries. — 
* Experience with spreadsheet software, preferably Racal.’ 
* Excellent written and verbal communications and ‘presentation skills. 

* Candidates must be willing to relocate and travel extensively. 
Interested candidates should reference position No. 00398 and submit their 
resume to: 

Director of Administration, North American Development Bank, © ~ 

203 S. St. Mary's Street, Suite 400, San. iunio! Tere aed FAX (aly 231-6282. 





, preferably 








LINTER MEDIA IE 
TECH NOLOGY 
INTERMEDIATE TECHNOLOGY CONSULTANTS arc 


Due to continuing expansion of its research and consultancy. work in 
Europe, Africa, Asia and Latin America, ITC wishes to appoint the 
following staff to its new UK office at Bourton Hall, , Warwickshire: 









* Manufacturing and Business improvement, P Progri : 
Manager, to lead, manage and develop a portfolio of] projects. 
for a range of clients designed to support SMEs to develop. 
innovative products and processes. To lead i iig consultancy 
and research assignments. | | EA 


* Energy and Environment, Project Mànagék to manage specifie 
projects and market ITC’s services in energy and environment. 
policy, decentralised electrification, energy efficiency, rural and 
renewable energy. 


Applicants should have suitable engineering or science qualifications, 
preferably at post-graduate level, with commercial and overseas 
experience. They should be able to demonstrate the ability to manage 
innovative multi-disciplinary teamwork. Applicants ‘should be EU 
Nationals or have the established right to work in the UK and should send 
a CV and covering letter by 10 April 1998. 


Independent consultants with over five years of international experience 
in energy, enterprise or natural resources are also invited to register for 
forthcoming consultancy work by didi: their CV in electronic 
format. | | 


ITC is the wholly owned subsidiary of the meda Technology 
Development Group, with 360 staff in offices in Kenya, Sudan, 
Zimbabwe, Bangladesh, Sri Lanka, Nepal and Pem. ^ 


Intermediate ‘Technology. ‘Consultants Ltd 
Myson House * Rugby * CV21 3HT * UK 
Fax +44 1788 540270 * Tel +44 1788 560631 + ite@itdg.org.uk 
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rs and 





dents for our K-12 programs. 


uirement by April 30 to: 

Or Resources Administration 
unior Achievement Inc. - 

One Education Way © 

|... Colorado Springs, CO 80906 

UU soc Fax 719-540-6127 ^^ — 









The train of success is departing 
Resume Broadcast International your ticket is but a phone call 
- | away. Let our expert staff cus om tailor your international job search. 
-| Hf you are a 40* year old enior executive earning $100K+ annually 
.j Our Services can prove invaluable to you. We are available 24 hours 
.| a day, 7 days a week, so why wait another minute? Contact us at 

Tet (909) 866-4213, Fax: (909) 866-4244 or E-mail 
02224.3306@compuserve, om. 




















_ Resume Broadcast international 
PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 


NORTHERN IRELAND 
ECONOMIC RESEARCH 


The Queen’ 


| s University of Belfast 
RESEARCH POST 


-.. NIERC is an independent research centre associated with 
Queen's University of Belfast. The Centre carries out research 
. 0n regional economic issues with: ar reference to improving 
.., the economic performance of the Northern Ireland economy. 
seeking to make an additional appointment to work on 
z . MS programme of research funded by the Department of 
- 1- Economic Development. The programme consists of four 
(4 themes; Human Resources and Economic Development; 
_ Competitiveness in Tradable Services; innovation and Industrial 
|. Change and Enterprise-Promoting Company Growth. 
-Preference will be given to candidates with research experience 
of issues relating to education and training. : 
Salary is based on the incremental Scales: Senior Research 
Officer £26,508-£35,893; Research Officer £15,159-£31269; and 
Junior Research Officer £15,159-£16,927. Placement can be 
made at any point on these scales depending on age, 
qualifications and experience. Secondment from other 
organisations would also be considered. Applicants should state 
for which level of post they wish to be considered. 


NIERC is a member of the Universities Superannuation Scheme. 
. Application forms and further details may be obtained from: 
The Director, NIERC, 46-48 University Road, 









. Tel: 01232 261800 Fax: 01232 439435 
CLOSING DATE: 24th April 1998 
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: ‘the primary developer/writer of 


pressing interest and qualifications, 














WISSENSCHAFTSZENTRUM BERLI 
Research Area „Competitiveness and Industrial 


TWO ECON: 


The WZB is seeking to appoint two: economi 
largest social science research center located 
research in the area of social science and econo 


Applicants must have a recent Ph.D. in Econ 
in at least two of the following areas: Industria 
and Microeconomic. Theory. The WZB offe 
benefits package. E Tet dt 
To apply send cover letter and curriculum v it 
Director of the Research Area ,,Competitiveness and Industria : 
| Wissenschaftszentrum Berlin, Re ichpietschufer 50 | 
wv ! D-10785 Berlin, Germany "owe He 
The WZB is making every effort to increase the percentage of women in. 
research positions and therefore encourages applications from women. 
























































BMB is a prominent international consultancy 
based in the Netherlands, providing services in 
transitional and developing economies, We are 
currently expanding our network of long- and 
short-term: : 


Consultants 


in our three key business areas: 









* Private sector development: policy advice, enterprise support agencies, E C 
restructuring, bankruptcy, and investment promotion NE. 


* Public sector development: civil service reform, decentralization, 
foreign aid coordination and management 


* Social sector development: social security reform, education, 
employment and labour market development. | | 
Applicants should have a relevant academic degree and at least seven years' 


professional experience. A proven record of success is essential as welas 
excellent communication and reporting skills. 










. BMB's immediate openings for qualified experts include: 


Senior multilateral trade policy expert to lead a large multidisciplinary 
team advising a WTO aspirant state at ministerial level. The successful... 
candidate will have excellent academic qualifications, at least 20 years — 
professional experience, and an outstanding reputation. Fluency in English 
strong French language skills, and EU nationality are required. ` PUO 
Please quote position ref: EEAS3161. Tx Memes 


Post-privatization support adviser to lead a team of EU experts | 




















| Russian and/or Ukrainian language skills would be a distinct advantage. = 
Please quote position ref: EEAS3171. ; 






SEND CURRICULUM VITAE TO: BMB, Att.: Mr. Jan Dalmeijer. 
|. P.O. Box 550, 6800 AN Arnhem, the Netherlands. Email: bmb@arcadis.ni 
Telephone + 31 (26) 357 73 33, telefax 31 (26) 351 78 61. 







TO ADVERTISE WITHIN 
THE CLASSIFIED 
SECTION, CONTACT: 


Amy Stewart 
London 

















Pending decision take-over bid 
PHARMACEUTICAL/BIOTECH 
BUSINESS CONSULTANT | 
available for short/medium-term projects, 
R&D portfolio analysis, project evaluation, 
risk analysis, drug development. 
Write: Economist Box 4077 
25 St James's Street 
London SW1A IHG 




















Suzanne Hopkins 
New York 
(1-212) 541 5730 










































establishing an enterprise support centre and assisting companies to adapt ? X es | 
to the market economy. Fluency in English and EU nationality are required. |. 











































| es Salaam), Uganda (Kampala) and South Africa (Pretoria). 


AMREF is now recruiting Country Directors for Tanzania and Uganda. | 
Each director will head the respective country office and manage and 
develop the respective programmes in response to priority needs and in | 


line with AMREF's mandate. 


The country director is expected to lead a multi-disciplinary team of 


highly qualified health and health-related professionals. 


in negotiating with governments and donor agencies. . 


April, 1998. 


Amref is an equal opportunity employer and 
has a non-smoking environment policy. 


The University of Reading 


SIV. tHe susiness SCHOOL 
KILICI FOR FINANCIAL MARKETS 


MSc Investment & Securities Managemen 


MSc Finance, Regulation & Risk Management 


"Innovative nine month degrees designed specifically 
tor those wishing to work in the global securities & 
investment industry. " | | 
e centre of excellence in teaching & research: officially 
ranked 4th equal in Business and Management research 
out of 100 UK Universities | 

e unique INVEST dealing rooms with Reuters 3000, 
Bloomberg & Dow Jones teaninals with live data feeds — 

« investment market trading simulation case-studies with - 
computer based instruction supplementing this 
academically rigorous programme | 

+ over a century of University history in an attractive campu 
close to London 

e active career development unit with excellent placement 
record complements this demanding and original programme 


visiting GMAC MBA forums: Paris, Madrid, Frankfurt | 


.  . . Reading ROS GBA, United Kingdom 
Tel: 444 (0) 118 937 6675 - Fax: «44 (0) 118.931 4741 
Email: adminGismacentre rdg.ac.uk - Web: www ismacentre.rdg, ac.uk 


APRICAN MEDICAL AND RESEARCH FOUNDATION “> 


UNTRY DIRECTORS 
NIA AND UGANDA 


The African Medical and Research Foundation (AMREF) is an African- 
based, non-profit, regional health NGO with a mission to improve health | 
in Africa through integrated service provision, capacity building and 
research AMREF has over five hundred employees, and is headquartered 
in Nairobi, Kenya, with country offices in Kenya (Nairobi), Tanzania (Dar 


We are looking for applicants with basic and post-basic university degrees 
in health, health-related and development fields; NGO and developing 
country working experience (especially in Africa), tearn-building skills and i 
fund-raising capability are required. Preference will be given to applicants 
who have managed NGO country programmes and who have experience 


An attractive benefit package will be offered, and contracts will be for two 
years, renewable. Applications with curriculum vitae and names and 
addresses of three referees should reach the Director General, 
AMREF, P.O. Box 30125, Nairobi, Kenya, not later than 30th 


The University of Reading, ISMA Centre, Whiteknights, PO Box242 


A centre of excellence in university teaching and research 





































BSc, MBA 
& PhD 
degrees 
also 
offered 















| * Change Management, sponsored by Aarhus 


= æ Marketing, sponsored by Rotterdam School X 
^» Multimedia, sponsored by ESC Nantes | 
| Development, Ni 


e Technology Management, sponsored by D63, 
| the European Commission 











J European Case Writing Competition 
| of Ecus 2.000,- are made. = oe 
for cases in each of the following categories: — 


/. AWARDS FOR THE 1998 efmd 










School of Business, DK 

e Cross-Cultural Management, sponsored by 
Euro-Arab Management School, E | 

e Entrepreneurship, sponsored by Durham 
University Business School, UK | 

e European Management, sponsored by 
instituto de Empresa, E : 

e International Business, sponsored by EM 
Lyon, F : 


of Management, NL 


Atlantiques, F 
«Public Sector Management, sponsored by 
Netherlands Foundation for Management 


© Retailing, sponsored by Edinburgh University 
Business School, UK 





* Transition Management in Eastern and Central .- 
Europe, sponsored by IESE, E ee oe 





ine for Case submission J 


For further information, please contact 


Timetable : 19 May 1998 - Deadi 
Patsy Van Autreve at efmd, 40 rue Washington, 
B - 1050 Brussels. Tel.: +32-2-648 03 85; : 


Fax: 32-2-646 07 68. E-Mail: vanautreveGefmd.be 








Master in Economics - 


Applications are invited for the 1998-99 edition of the Master course: 
in Eonar at one of the leading lolian institutions for economic 
education and research. The course includ re modules in 
Microeconomics, Macroeconomics, Quantitative Methods 
and Econometrics, as well os specialist options in the fields of 
Monetary Economics, Financial Economics, dustrial 
Organization and Policy, Trade and Open Economy 
Macroeconomics, Applied Macroeconomic Policy 

Scholarships are available. x5 Ee 














Bocconi University, founded in 1902-as one of the first Halian 
institutions in the field of higher economic education currently offers six 
degrees in economics and related subjects. Of particular interest to 
MEC participants are Ihe activities of the Innocenzo Gasparini institute 
for Economic Research -IGIER- cofounded in 1990 by Bocconi, 
NBER and CEPR, which hosts Italian and foreign scholars, offering a 


unique environment for intellectual exchange and joint research. 
Contact us at: www.uni-bocconi.it/mec 

For detailed information and application forms please 
The MEc Secretary - Université Bocconi - via Sarfatti, 25 
20136 Milano (Italy) . . | 

Telephone - Telefax: +39-2-5836.3316 

E-mail: MECGUNI-BOCCONLIT - 








UNI ` ERSITA BOC CONI 
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|. © Free name reservation — 
-] © Personal assets shielded — 






d. Full registered agent services 






Registered armi Ltd. 





; an enormous brief- 
hat can double as your 
_ Suitcase. It can carry letter- 
size manila file-folders and 
letter-size binders stacked 

v ertically, side-by-side. It's 
| "le gal carry-on. 


“You. can pack: your suit und 
|. shirts wrinkle-free in your 
2? ‘Litigation 1 Bag with 
| Glaser Insider" 


dividers. 





each a 








* Full colour logos 
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E Confidential and cost effective 












: Contact the Classified a 
..Tek(44-171)8307000 — — 


$199.00 
$285.00 
$380.00 
Utah $2700 


PRA 





| Nevada 





| FAX: 302-421-5753 TEL 302-421-5750 


E Mail: I: corp@dea. net 
mm... She: i www. naan com 


PA 


Litigation Bag. 


22% 14.%8" 

Walnut or black leather $1050. 
Our Traveler’s Briefcases 
double as your laptop bag. 
Your laptop’s protected by 
our padded, Flexible Un- 
wreckable™ frame. 


Twelve of us work together 


~ to design and make Glaser 
Travel, Goods in our San 





cisco studio. We sell 


direc to you. Please call 
£ foro our r free — 





| TRAVEL Gaas Maci E 
32 OTIS ST. SAN FRANCISCO, CA 94103 


PHONE 415-552-3188 FAX 415-431-3999 | 
TOLL FREE 8oo- 7234- 1079. FCON@GLASERDESIGNS.C COM 


¢ Full colour text 






















wider 
Advertise in the Economist Website Classifieds 


Berlitz. Your first 
word in a new language. 





No time for | anguage Y tlasses? Then 
start learning at your own pace, in your 
own space -— with a new Think & Talk“ 
home-study course from: Berlitz. As the 
world’s leading name in language learn- 
ing, we have 120 years of experience l 
using the proven Berlitz Method? To find ae 
out more about the entire Berlitz family | 

of language produci ts, call today. Berlitz 


TO ORDER PRODUCTS OR A CATALOG, zm | 1 800 338 0183 


worw belts sm i EXT 6059. 





Agente Wanted ull 1-206-378-2816 « e 


Tel: 1.206.599.1992 » Fax: 1.206.599. ps : 


. 417 Second Avenue West « Seattle, WA 98119 USA 
www.kallback. com * Email: info kallback.com 





audience 





¢ E-mail hotlinks * Hotlinks to your website 


dvertising department for more information: 
Fax (44-171) 830 7111 


E-mail: classifieds@economist.com m 


* wow = 






























U.S. Green No dob Offer} 


i AP . t 
America’s leading medical and scientific 
immigration law firm is coming to London 
DOBKIN & SHERMAN, ÈC., will be in London, UK. on 
Saturday, Sunday, and Monday, April 18 - April 20, 1998. 
Df you are interested im arranging for a persona 
- | consultation, please fax or e-mail us for a reservation form, 

| Tel, 001-248-855-R600 — Fax 001-248-855 -9788 
e-mail xgreencard@aol com 


IMMIGRATION TO EUROPE? i 
You may qualify t live and work permanently in. | 
THE NETHERLANDS 
and attain Dutch Citizenship. 
Businessmen or Professionals can apply. f 
NETHERLANDS IMMIGRATION AGENCY | 
TEL: 31-20-601-4510 FAX: 31-20-524-1312 | 
E-mail: inimiassistiieasyliving. com 
Internet: www.immiassist.com 
TRADE COMMISSIONERS REQUIRED 
WORLDWIDE 
EXCELLENT REMUNERATION 
















































| LE 


Boat & 


yi 


Shelf 


LUXURY SERVICED APARTMENTS NEAR HARRODS La bu. rewsonable rate. 
BEA 3511 Siverside Rd, £1051C « DE USA 19810 

CHOOSE FROM A SELECTION OF BEAUTIFULLY | 1 Sai, Oe Winga AP 

APPOINTED FULLY REFURBISHED ONE AND TWO |l ME yy Mim 









BEDROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES | 












12 OVINGTON SQUARE International Company 
HGHTS SW3 {LN Formation Specialists 
TEL: 0174-581 5466. FAX: 0171-584 2912 ipu . ; 
New & off the shelf companies reasonably priced. 





* US corporations & LLC'S - every State 
* Offshore companies: Caribbean, Europe, Far East 
Fast, reliable, discreet service since 1983. 
USA Corporate Services Inc. 

170 Washington Ave. Albany, NY 12210 
(518)433-1400 + FAX (518)433-1489 

httpz/www.cybl.com/offshore 


E-Mail: LSuites(Daol.com 



















SPRING-TIME IN LONDON | 
We offer 24 apartments from 1-3 bedrooms, ali 
with fully equipped kitchen / Reception with 
satellite TV - maid service - 24 hour reception - 

fax - laundry service. 

Our competitive rates, privacy and ideal location 

in South Kensington make us "he perfect 

alternative to hotel accommodation. 

Far rates and brochure please contact: 
Collingham Serviced Apartments 

26.27 Collingham Gardens London SWS OHN 

| Fels 0171-244-8677.— Fax: 0171-244-7331 











IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
| Very reasonable fees. Leonard 
Simcoe, Ref, E, 1255 Laird Blvd., 
3208, Mt, Royal, Quebec, Canada 

H3P 2TI. Fax (514) 739 0795. | 
Email: 76143.2031@compuserve.com 


US TAXATION 


BY CPA IN LONDON 


US/UK tax return service and US/UK 

tax advice + full accounting services 

for US citizens and US ‘green-card’ 
holders living/working abroad. 


Serving individuals and corporations. 
































CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio 
fats in Knightsbridge near Harrods, fully 
equipped ^ kitchen-dinette, — bathroom, | 
phone, satellite TV, central heating, 
i elevator, maid service, resident manager. | 
Suit 1-2 persons, Brochure by Air-Mail: 

Knightsbridge Service Apartments 


45 Ennismore Garders, 
| London SW7 1AQ. 1. N. MOKHTAR FCA CPA 
| TEL: 0171 584 4123. Fax: 017* 584 9058. | 





Telephone (01273) 561195 





BEWARE OF DE 







[RATES TO THE 


AUK. s ok ee ee wt 19€, 
















Most new customers are 
















France......30€| referred by satisfied 
Germany ....24€| NewWorld users 
italy. ....... 38€ "450 
Netherlands. . 31€ | T peii 20 fo by 
| Switzerland . . 29¢ . | ! 
Brazil....... 69€ | Numerous Special Services Included 
Malaysia .... 54€| - No Extra Charge - 


1400 Fax: 201.287.8434 
i: 44.171.360.5037 Fax: 44.171.360.5036 
smist@ ridtele.com http://www.newworldtele.com 


Pr mir PA eH aem m I Semen, 


H 

PERN, i 

" ` i 
; 1 
Mitty H 
. H 


DELECORMURICATIOQNS 












Business to Business agents welcome 
. . 201-287-8400 







TEANECK, NEW JERSEY - 07666 - USA 





1407 TEARECK ROAD + SHITE iia § 


1400 


IRISH. .OFFSHORE COMPANIES 
£145 Specialists in Irish Non-Resident Isle of 
Companies 
www.iol.ie/-irishinc/ 
amanenna 
FREE CASH GRANTS! Colege. 
Scholarships. Business. Medical. bilis. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 





FINANCING SERVICES WORLDWIDE, 
from $3 million to $5 billion and up. 
AMC (215) 343 9180, Fax (215) 343 
5969, 3146 Bristo! Rd., Warrington, PA 
18976, USA. 





Psychometric Assessment 
for Management Selection 


Tel:«44 (0)181 878 2213 Fax: +44 (0181 878 





No capital or risk, no experience 

required, huge income potential 

FREE info pack. Westlink (C1), 55 
Constitution Street, Edinburgh 


prepared. Our money-back guarantee 1 ess 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 













| z zor sell it as a justice agent. 





OFFSHORE Ci 
Man -~ 
www.ibs-offshore.com 


COMPANY NEWS 
Red Alert! 
Fax +353-51-386921 Bow 


BUSINESS FINANCE available for 
any viable prospects worldwide. Fax 
brief synopsis to Corporate. Funding 
UK, Fax ++44 121 707 7028. 3 


NENNEN EE 
GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 fot 
current listings. 


SOSO 
2ND PASSPORTS / Driver's Licences 
i Degrees / Camouflage Passports / 1: 
Countries / Secret Bank A/Cs / Awards 
GMC, Fax: *3120-5241407; E-Mail 
100413.3245@compuserve.com, 
http://www.global-money.com 





and Development 


ASSOCIATES LIMITED 
Business Psychologists 


14 Rocks Lane, London SW13 ODB. 








DOMINICA 
CITIZENSHIP & PASSPORT 


Fully Legal Programme 
Extensive Visa Free Travel 

Based on US$50,000 contribution 
information / immediate service from: 

OFFSHORE DOMICILES 

——- IAMITED ————— 

Sovereign House, St. Johns, 

Isle of Man IM4 3AJ. 

Tel: + 44 1624 801719 











7286Email: Foxx@ CompuServe.com 


START AN IMPORT/ 
EXPORT AGENCY 
































EH6 7AY, Scotland. 
Tel.: +44 (0)131-550 3785 | 








Fax: +44 (0)131-550 3701 (24 hrs) | | um 








OIC CONFRATERNITY CANADA LTD, 


1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 









TEL: (604) 669 0389  FAX:(604)6693905 
INTERNET:- www.our-website.com E-MAIL-p: sport@infoser 





Save 30-70% on International Calls 


rated #1 in Callback 


Trlecomunicetions Associstion. 


e Earn Free air travel with WorldMiles 
o program, => eo 


* Use the service to save, 


ies welcome, 


1-349-526-2000 1-310-526-2100 fax . www.justicecorp.com 
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sins in US. bri ‘gration law may make 
eligible for a U.S. GREEN CARD withoat seeding: 
; offer W you are an experienced businessman or 
; . please fax your CLM, resume, or Het of| 
ualifications far review to: 
SED Dam Offices of 

DOBKIN & SHERMAN, P.C. 

32901 Midkichelt Road, Suite 300 
1 VC Farmington Hills, MI48334 ULSA, P i = 
; " (248) 855 8500 Fax (248) 855-9788 E-mail xpeencanüpelcum i | aes 


: INCORPORATE. 
f° FREE informatio 
: * All U.S. States and Offshore 



















Serviced Apartments offering Best Value for Money 
Unbeatable location in South Kensington. 

2 person apartment from £70 per night 

4 person d from £115 per night 









E ASHBURN GARDEN APARTMENTS 
EI 3 Ait Gardens, London SW7 4DG. UK. 

— Tei: ++ 44 171 370 2663 
Fax: 444171 3706743 


XR 


TRADEMARK — | fo 
C HIP ea Tur 


- -— Du | COM panies world-wide ] 
NEW AUTHORS] / maasai 
|. PUBLISH YOUR work | l4 formation and administration 
I| ALL SUBJECTS CONS! IDERED: iN 


of companies 
| opening of bank accounts 
Fiction, non fiction, Biography, Religious IH E 
: Poetry, Chil idrens, — — 


6 T | tel/fax/mail forwarding services 
AUTHORS WORLD-WIDE INVITED. IJ. Ld CAV ECO LTD. 
WRITE OR SEND. YOUR MANUSCRIPT: 


1092 Budapest. Ráday u, 33/2, suapan 
| MINERVA PRESS . Tel: (361) 217-96-81, 216-54-13 
2 OLD. ) BROMPTON RD. D LONDON S 










* Attorney owned and operated 


Fax 305-672-9110 


| WWW..corn reations.com 




































Fax: (361) 217-44-14- 
E-mail: laveco Gmail matav.bu 
Ask for our FREE information 
brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 






prices to sult all budgets 
Fast delivery world-wide 
5. Business users only 






INTERNATIONAL 
PHONE CALLS 





dq Wei incorporate. and provide Management 
B services in all leading jurisdictions. 
_ M Offshore structures can cut taxes and offer 
i significant asset protection. 


E for further information, please contact § 









World es —... INTERNATIONAL COMPANY 







- INTERNATION | 
Tel: + 44. 181. 490 5014 
Fax: + 44.181. 490 5075 


Email: sales@ppsltd. com 
www.ppsitd,com 
fed4e494649 4040404040 





ISLE OF MAN ~ DIANE DENTITH - FCIS 
TEL: + 44 1624 801801 
FAX: + 44 1624 801800 

E-Mail: iom(icsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: -- 350 70158 
E-Mail: gih@icsl.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icst.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: -- 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: -- 44 171 491 0605 
E-Mail: uk&icsl.com 
USA - JERRY BAKERJIAN - BBA 
TEL: + 1954 943 1498 
FAX: + 1 954 943 1499 
E-Mail: usa@icsl.com 


http: //www.ICSL.com 
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100 ways to Legally Obtain a 
PASSPORT 
FREE REPORT 
Reveals The Insider Secrets of 
Visa Free Travel 
Alternate Citizenship 
Tax Free Li iving 


tor your FREE 16 page Report contact: 

‘Scope International Ltd, Box No 6974 
Forestside House, Rowlands Castle, 

ane PO? 6EE, England, UK. 


Tel: +44 1705 631751 
Fax: _+44 1705 631322 


Mail: conemas compuserve.com 
ali pep. Twew.britnet.co, uk/scope/ § 



























E SECOND MCT RA AD SOU sere wand 


| Other Jurisdictions. & Offshore Banks 






COMPANIES 
BY LAWYERS 


AOAOINA ANNANN 
E SCF is one of the world's largest tax 
‘planning practices. Fully owned and 
M operated by lawyers and accountants. 
‘All our consultants are. professionally | 
trained and will ensure your affairs will 
be dealt with in an atmosphere offi 
‘utmost privacy and confidentiality. 


WORLDWIDE OFFICES CAN 
Z PROVIDE cy | 


WORLD WIDE 


No. 1 OFFSHORE | 

COMPANY AND 

TAX PLANNING | 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
| secretaries, and bankers have 
provided confidential i and cost B 
effective vere formation in all. 

the major low tax areas. 




































SOURS on yuan RON UAR ASIN 
@ BAHAMAS 
© BELIZE 
@ BV ISLANDS 
© DELAWARE LLC 
@ GIBRALTAR 
@ HONG KONG 
@ HUNGARY 
@ IRELAND 
€ ISLE OF MAN 


$502 
$500 
$495 
£250 
$450 
$1995 
£225 
£250 


& ANNUAL FEES 
—- | 


For confidential & frendy 














€ JERSEY £495 LONDON OFFICE 
e MAURITIUS saoe 90-100 SYDNEY ST, 
@ NEVIS $575 CHELSEA LONDON. 








SW3 6NJ 
TEL: : 171-352 2274 
FAX: + 171-873 9688 
E-mail: offshore@scfgroup.com 


e SEYCHELLES $350 





Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tek +352 224 286 Fax: 4352 224 287 
FINLAND - JENNY KOMPULAINEN 

Tel: 4358 9 6969 2569. Fax: 4358 9 6069 2565 
HUNGARY - LASZLO KISS asc (Ecor) | 
Tel: +36 1 351 9959 Fax: 436 1 384 9855 
CYPRUS 
CHRISTODOULOS VASSILIADES Attorecy-at-isw i 
Tet: 4357 2 473211. FAX:4357 2 463463 
SINGAPORE - DIANA BEAN 
Tel: +65 535 3382 Fax: «685 535 3991 
HONG KONG 
RAYMOND CHO! MBA MLIA (Dip) 
Tel: 4852 25220172 Fax: «852 25211 138 | 
SHANGHAI - BART DEKKER iim 
Tel: 486 21 6248 4355 Fax: +86 21 6248 142° 
USA WEST COAST - AICS itd EO 
KEVIN MIRECKI Attorneyatiaw : W 
Tel: «1714 854 3344 Fax: +1 7148546967 M. 


For immediate Service & our Free 110 
Page Colour Brochure Contact: 


ISLE OF MAN - C W FORSTER | 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, 1M99 4EE | 
E-mail: economist@ocra.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
LONDON - RICHARD COOK, asc 
Tet; +44 171 355 1096 Fax: 444 171 493. 4973 | 
1509002 CERTIFICATED | 
























www.scfgroup. com 


DUBLIN OFFICE - i 
| 27-29 LWR PEMBROKE ST, DUBLIN 2 

TEL: + 353-1-662 1388 — 
FAX: + 353-1-662 1554 
E- bigs Mrs tae iol.ie 


























Athens, em Lisbon ren Moscow, 

P Nicosia & Sofía i 

| For a free colour brochure on 

| how you can save taxes please 
complete this coupon below: 
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WWW. ocra. com 













FREEPHONE: 0800 262 856 MIB 
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OUTPUT, DEMAND AND JO 
the year to the fourth quarter, up from 2.6% in the previous quarter. French industrial pro- 


‘duction declined by 0.9% in January and year-on-year growth slowed to 6.5%. In the same 


period Swedish industrial-output growth also slowed, to 3.9%, but retail sales leapt by 7.3%. 


% change at annual rate 















































The Economist poll . industrial Retail sales Unemployment 
GDP GDP forecasts . production (volume) % rate 
a mthst yea — 1998 1999 à 3 mths? 1year  Jyear latest year ago 
Australia + 18 +36% +33 «32 +32 +27 oa +400 B I Feb 88 
Austria na + 130996 +25 +25 + AS +2) un - 30 Nw — 73 fe — 70 
Belgium +20 429 0 +28 «27 ^ ^0( m - 07 Noe | - 43 Nw — 129 Feb 134 - 
Britain +25 429004 +23 +19 — -34 - 04 an + 45 feb 49 Ff! 62 
Canada + 3.0 * 42 04 +34 +27 +27 + 56 De +37 Nw 86 Fb 97 
Denmark +45 +44 MB +30 427 +11 + 7] be 4 25 pe 71 he 83. 
Fame ot 31 +3208 +27 +26 + 49 65 m — +48 ln i2! 12.5 
Germany «|| +249 +26 +26 +82 + 69 an -27 & — 115 Rb 113 
Kay — +07 +2898 +23 «28 +39 + 23 Jan * 07 De 12.1 ot 120 
Japan | -07 -020 +03 «13 ^ 2-96 - 33 m 7-20 m 35 —33 
Netherlands + 41 +36 Q4 + 33 + 3.1 793.945 De +35 0d 49 Ferm 6l 
Spain — (3j x36 +35 435 +10 «43 m — 3 m — 203 219 
Sweden +92 +3304 +29 +29 +90 +39 an 4 73 en 67 fbt 88 
Switzerland +19 +20% +17 +22 na F68 gt + 31 Jan 49 Feds — 57 
United States +39 +38 Q4 +28 + 22 — 46 «497  *32k 46 feo 53 
s seasonally adjusted. * Average of latest 3 months compared with average of previous 3 months, at annual tate. * *Dec-Feb. THLO rate 6.6% Sep-Nov. 
PRICES AND WAGES Consumer prices in America rose by just 1.4% in the year to February, 
the lowest annual increase since December 1986. In the same period consumer-price infla- 
tion declined slightly in Canada (to 1.0%), Austria (also to 1.0%) and Sweden (to 1.2%). In the 
year to February Danish consumer prices rose by 2.1% and producer prices by 0.9%. 
% change at annual rate The Economist poll - | 
Consumer prices* consumer prices forecast — Producer prices* Wages/earnings 
sp nasties AU. SUM RC 3 mths! 1 year 3mths! — year 
Australia ——  «* 10 - 0200 ^ ^ * 14 *23 $20 ee 1509 2 5*9 
Austia — o +17 +10 feb *14 +17 “+ 19 + 03 Feb na na 
Belgium +05 +07 fb +16 + 18 7212 *120« nil, + 23.2 08 
Britain — 12 8A re +31 «25 $13 et 72 0*45 mn 
Gus —— 527 «1m 14 *i9 T ELT T 309 De 
Denmark + 0.2 +21 Feb £24 +25 -33 + 09 fe na + 4.0 Aug? 
France Ot 0.7 Feb$ AAD + 18 Ft Q1 + 09 Dec +22 + 29 Qr 
Germany +09 +11 fb +17 +21 - 11 +42 feb na + 0.8 fant 
italy - 234 +18 R85 +19 +23 +13 + 1.3 Jan +i + 36 Dect — 
Jag 1 - 10 Feb na  - 0.5 fant 
[19 4 13 Jan £20 /.— + 3.3 Dec 
^ - 03 + 06 Jan £36 23190 — 
Q + 2.7 mn +73 + 3.7 Dect — 
ZR 0.3 Feb na na p 
30 - 1655 +40 +41 Feb 
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f all new telephone subscriptions 
-for mobile phones. In devel- 
ped countries, the share is 75%. The 
growth of mobile phones accelerated in 
1993 as the shift to digital technology en- 





phones accounted for 16.1% of telephone 
subscriptions in 1996. Because they are 
cheaper and quicker to provide than fixed 
lines, mobile phones may make a service 
more readily available in the poorest 
countries, according to a report on univer- 
sal access from the International Telecom- 
munication Union. Mobile phones ac- 
count for 8.7% of all telephone subscribers 
in low-income countries, and only 5.8% in 


BS Denmark's 12-month GDP growth rate jumped to 4.4% in 


| Dollar index 









COMMODITY PRICE INDEX 
BP Despite Asia's economic crisis, 
world demand for aluminium, copper 
and nickel rose in 1997, according to the. 
World Bureau of Metal Statistics. But 
global production of most metals traded 
on the London Metal Exchange exceeded. 
consumption, so surpluses have piled up 
and prices have fallen. Lead was the only 
market in deficit last year. Demand for 
nickel grew by 5%, despite a drop in con- 
sumption in America and Japan, which 
are the heaviest users. Copper production 
rose by 5%, and the surplus almost trebled 
to 690,000 tonnes. Chile accounted for 
most of the increase. Its output of refined 
copper has risen by 70% in five years and 
now almost matches America’s. Alumi- 
nium was in substantial surplus, by al- 
most 400,000 tonnes, last year. - 





1990-100 % change on 
Mar 17th Mar24th* one. om 
PENES HERMES oe I 


- 04 -15) 





| Allitems 1002 99.9 
| Fod 1176 177 - 32 J12 
| Industrials o 
All 85.0 (843 + 31 m19 
| CM — oee 988+ A A 
~ Metals 768. 755  * 37 -19. 
Sterling index 
All items 107.1 1064  - 21 718, 
Food 1257 1254 - A8 -15 
industrials m | 
Al 919 898. + 14 -22 
“Nar i54 1054 + 06 -22 
| Mets i 821 804 + 20 -22 
| SDR index 
| All items 1010 1009 + 01 =B 
| food 1186 1189 - 27 -i9 
Industrials E y 
All 85.7 85.2 + 37 -17 
Nfat 7994 999 +29 -17 
| Metals 775 | 1763 + 43 zY 
| Gold | m 
| $peroz — 29415 30135 4 32 -1 
| Crude oil North Sea Brent l i 
$perbarrel 12.05 1457 +48 — m 
* Provisional. t Non-food agricultural, 










OCKMARKETS Most of the bourses in our table powered ahead to new record highsin | W EXPORTS Despite concern over its | 
he week.to March 2 5th. Milan rose 8.9% as investors switched from bonds to shares. Madrid | trade deficit, a preoccupation that is likely | 
ained 7-776. Tokyo fell 1.6% on March 24th as hopes of tax cuts faded. | to increase this year, America remains by a | 
hare price indices | wide margin the world’s biggest exporter. | 
; ioe ? | | 
| | 









% change on 
record Dec 31st 1997 









| In 1997 it sold merchandise worth $689 _ 
_ billion to foreigners, or 12.6% of the global | 
| total, according to new figures from the. 



















citadel OMEN LAE _ World Trade Organisation. Germany ac- |. 

ES | counted for 9.4% of worldwide exports 

AURI (pue | and Japan 7.7%. Asian turbulence not | TOM 
| withstanding, China continued to move. ! 


up the rankings: in 1996 it was in eleventh | 


| place with 2.9% of worldwide exports; last | 
hee EIE ee OA year it moved up to tenth, with 3.3%. 
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arkets and seven others, in dollar terms. 

















NI F1 | 1 the week to March 25th, the yield on ten-year Spanish 
ark government bonds fell below 5% for the first time. German bond yields also fell 
rd lows before fol lowing Treasury yields higher after strong American house sales. 









Eurocurrency_ 
3mths bonds 
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ESE eee NUR -534 4615.03 
Pree teed Ot Oe NEC LEO NN EENE wee NST 
United States -03 +93 fe? 581 5.47 5.68 563 555 


E "Narrow: MET except Britain MO, broad: MZ of M3 except Britain M4. Sources: Banco Ambrosiano Veneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, o of world total 


p Chase Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, $P. Morgan, 
Paribas, Royal Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream/IC V. Rates cannot be construed as banks’ offers. 


TRADE, EXCHAN GE RATES AND RESERVES The pound's trade-weighted value hit another nine-year high on March 23rd. The yen ZEE 
ost engthened marginally against the dollar after rumours of central-bank intervention, Canada’s visible-trade surplus narrowed to $16 ge 
l billion in the year to January. | a 
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_Trade balance*, $bn Current account , $bn Exchange rate Currency units per $ , Currency units Foreign reserves? $bn 
latest latest 12 latest 12 mths —  trade-weighted! Mar 25th year ago per£.  perDM  perecu latest — . year ago | 

_ month months Mar 25th year ago n 

Australia —  - 038 an = + 16 - 133 di | 877 98.1 

Aua ^  - 164035  - 69 - &0Nw 13 138 " 128 (eae Po 

Seigium — 77 - 035 be — * 109... s 105 «o. 1014 1038 ^" 37 34g ——— 

Britain _~ 180 m -206 + 74a — — 107 ^ ^ 985 ^ " geo. 

Canada ——— + 1.18 n+ 160 -1220 ai "857 

Denmark ^^ «4 0.35 0e + 37 s liq ^" 1036 1059 696 

France + 2.32 De 4298 + 402 De 1047 166 —— 612 571 1026 

Germany + 462 bn +705 Alm — Y2A4 ^ 1054 "18 iz 

Ha ————— + 1.84 Dec — 4 298  +353Nw 751 ^ 758 "iuo 

Japan satena —3 11004 — 4 9708-.— OR "pa p 7 

Netherlands + 170 Des + 16) — ^ *2310 —— 1007 — 102 — 

Spain — 2000 Dee -183 tiso — 162. . FB — m$ a ^^ 

Sweden — + 138b + 169 9 730x BERT gib ^^ 

Switzerland — — 048 an — « 03 ^  .J98Q ^'^ 

United States -18.80 an -1994 — i664 


Australia, Britain, France, Canada, Japan and 
§Not seasonally adjusted. 
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| BICAPITAL FLOWS 


| 

| tries received a record $256 billion of pri- 
| vate capital in 1997, according to “Global 
Development Finance”, an annual report 
| prepared by the World Bank. But it was a 
roller-coaster year as flows rose strongly in 
the first half and then fell sharply as the 
Asian financial crisis hit. 





(ÁÀ——— a 





E CHANGING SENTIME) 
below shows how radically financial-mar- | 
ket conditions changed. In the last quarter | 
of 1997 East Asian markets saw a 60% drop 
in new debt commitments compared 
with a year earlier. 








Developing coun- 


(ENTS The chart 


all developing countries 





East Asia 


Latin America 














ECONOMY Czech GDP rose 2.2% 




















| ic in the year to the fourth quarter. Taiwanese industrial: 
production soared 19.9% in the year to February, thanks largely to the performance of its 
electronics sector. In February the 12-month rate of consumer-price inflation slowed to 4.5% 
in Hong Kong, and fell for the fourth consecutive month to 0.9% in Singapore. - m. 


| 

| 

| 

| 

| 

| % change on year earlier Latest 12 months, $bn Foreign reserves, $bn 

| “GDP industrial ^ Consumer Trade Current Latest Year ago: 

production prices balance account 

| China — — —* 8204 + 66 Feb — - 0.1 fe — 443.7 teb + 72 196 1428 Dec 107.0 

| Hong Kong —— * 57 03 —  * 0.5 sep +45 Feb -IBB Jan ~ 2.6 1996" 75.3 De 63.8 

| india + 6.8 1996 + 5.9 tan + 97 Hm — 5.8 jan - 45 196 244 Wa IE e 

| indonesia + 80 95 +909 + 317 fe +11.9 pe — - 680 18.1 Jan 19.0 

| Malaysia + 740 + 28 + 44 fb — + OS an - 48 1997 217 Dec 27.0 

| Philippines u + 47 EN +19.4 Nov + 7.4 feb — 7403 Jañ - 43 03 &B im 9.7 

| Singapore + 74 Q% ~ 39 an + 09 Feb 7 65 jan +13.8 Q4 74.41 nov 75.7! 

| South Korea — « 39% -10.3 un + 95 feb + 0.6 feb + 35 feb 24.2 ien ELN 
Taiwan +7104 *199 feb + 18 n — + 60 Feb +7494  — 840 reb 88.6 
Thailand + 6.7 1996 -10.7 dec + 8.9 Feb ~ 5,3 dec - 86 93 25.9 jan 382 
Argentina + 8204 + 75 fb + 0.5 Feb - 54an - 8502 211 ian 17.6 
Brazil (* 199.  - 34k + 45 feo —- 77b -3440 588 te 577 — 
Chile * 960  - 0m + 525 - 20m) - Aloe 168 m 3151 - 
Colombia + 5524 +109 poy + 18.0 b — - 28 Nw — - 47 1996 9.5 de ^ 96 
Mexko + 6208 *76m + l54mb —- 16b — - 730 292 mm 203 — 
Venezuela —— 1.6 1996 na + 36.7 feb 411.8 od + 83 199% 144 De 1B 
Greece + 2.6 1995 ~ 09 Nw + 43 Fe -187 ot ~ 47 Nw 132 in 19.6 
israel — «15g 4 28 pec  * 56Hb ~ 75 reb  - 3604 20] pe 14 

| Portugal + 30 o + 3.1 oe + 21 ræ — -100 Nw — - 54 Nw —— 157 Dec 15.9 

| South Africa + 0808 + 09 m + 54rb — * 29 ion -190a 45 Ww 14 

| Turkey + 5.4 Q3 + 42 an + 993 feb ~20.6 ot - 2.3 Sep 19.6 ian 16.8 

| Czech Republic + 2.2 a4 + 5.1 an + 13.4 Feb - 38 fo — - 3.2 04 — 97 De 124 

| Mungay — «Sio * B0 — * A — -22m  - 09m 86 9l. 

| Poland QEUgOL. IUA Nh. cr dob ita, — me LL LN Re n ees 

| Russia 4 13 mó + (4 feb + 95 fb 421.2 de +750 130 Dec 13 

| *Visible and invisible trade balance. "Includes gold. §New series. 2 verde 

| FINANCIAL MARKETS Hong Kong gained 6.2% in the week to March 25th, spurred by 





Economic Trends. 








Authority; Centre for Monitoring Indian Economy; Bank Negara Indonesia; 
Hoare Govett Asia; FIEL, Baring Securities; Merrill Lynch; Bank Leumi Le- 


| against the dollar on March 23rd; it is up 22% so far this year. 


| optimism about the Chinese economy and a cut in Chinese interest rates. Caracas rose by 
4.9%, helped by the opec deal to restrict oil output. Athens leapt 9.6%. The won rose 6% 








Currency units interest rates  Stockmarkets % changeon = 
per $ perf short-term Mar 25th —— Dec 31st 1997 
Mar 25th yearago Mar 25th % p.a. one in local in $ 
week currency terms 
China 8.28 8.30 13.9 9.36 — 12562 -Q032 - 02 -—02 
HongKong 7.5 735 RBD 629 11,810.6 * 62 + 101 + 102 
India —— 395 358 662 733 39496 «32 4 79 + 7]! .- 
Indonesia 8,375 2,403 14039 3473 5041 «00 + 255 - 177 _ 
Malaysia 359 248 602 18100 OOOO 7368 +43 + 239 + 344 — 
Philippines (374 264 621 1437 23114 #12 + 237 + 332 — 
Singapore. 160 145 268 503  -16672 č +13 + 90 +149 
South Korea 1,388 890 2,327 2270 5104 -15 + 356 `+ 656 
Taiwan 327 276 547 750 90408 +10 + 104 « 105 
Thailand 384 260 643 2450 4801 -41 4 288  « 617 
Argentina 1.00 1.00 - 1.68 7.69 6987 +36 + 17 č + 17 — 
Brazil L1 —— 106  — 190 2747 117560 ^ - 12 + 153 +133 
Chile 451 415 756 1188 48102 «04 . + 03 ~ 25 — 
Colombia 1,365 1,060 2288 2830 - 11530 +20  - 195  - 235 
Mexico 853 792 143 1985 -| 49971. +32. - 44 - 96 — 
Venezuela — 522 478 875 1500 77195 * 49 = 108  - 139 
Greece 319 267 534 12.66 19229 , +96 + 300 + 157 
israel |^ 358 337 600 1033 2987 OB + 27 + lå — 
Portugal 7187 UO — 314 445 55786 +71 + 475 + 450 
South Africa 497 442 833 1298 73142 * 14 + 179  * 154 . 
Turkey ^ 240,205 127,385 402,656 8125 3,3009 2 0j. s d oou ADS 
Czech Republic — 338 29.3 56.7 15.57 515.8 +40 + 41 + 67 — 
Hungary — 21 077 354  — 18/0 87656 +30 + 96 + 560 — 
Poland — 344 309 537 2547 1214720 -32 + 191 + 227 — 
Rusia — 600 S72 1006 3000  ć 3419* +52 - 139  - 139 ^ 
*New index. 


Nei di eccl ORDERS EN ee ree ee nS E NT RI PCR 
| Sources: National statistics offices, central banks and stock exchanges; DatastreamACV; Reuters; SBC Warburg, LP. Morgan; Hong Kong Monetary 
Malayan Banking; Philippines National Economic and Development Authority, 
Israel; Standard Bank Group; Akbank; Bank Ekspres, Deutsche Bank; Risser 


THE ECONOMIST MARCH 28TH 19 








Now You Can Enter 3 Major European Lottos 


Every Saturday for A Chance to Win 


Your Share of Over USS5 Billion. 



















You now have a chance to play Lottery, US$4.5 Million in French Lotto 

your numbers in all 3 of the most — and US$2.6 Million in German Lotto. ks FREE 
popular and biggest paying Lottos in , You can win these huge Jackpots when you enter 
Europe at the same time: the UK personally - or share them with other EUROLOTTO, you can play up to 5 weeks FREE. 
Nationai Lottery, German Lotto, and winners holding the same numbers. Subscribe for 10 weeks and you can play an extra 
French Lotto. * However big the amount you win, you'll 2 Weeks - that's 6 additional Draws FREE. 

All vou have to do is select one or more sets of be paid in one lump-sum - and completely pue. aa piro d T peroo 

: RE x ay 2 3 an play an extra 

6 numbers oüt of 49. The numbers you select will FREE of Government taxes, 5 Weeks - that's 15 additional 






be entered for you in the weekly Saturday Draws in WP It’s Easy to Play EuroLotto...Circle 6 Draws FREE. 


each of these major European Government Lottos. numbers out of 49 for each Game (or sets of 6 








a When your numbers are entered in all 3 Lottos numbers) you want to play on the Entry Form be automatically entered in ali 3 European Lottos. 
ay : at once, your chances of winning a huge cash prize below. You can play up to 10 Games at once. By return, you'll receive an Entry Confirmation 
^ are 3 ti es. ugh i ne ien Then, tick the box on the left side of the showing your number selections and the period over 
In fact, the more Games (or sets of 6 Entry Form indicating the number of Games you which you'll be playing. 
numbers) you play, the better your chances of want to play and the period of 5, 10 or 20 weeks 







. Winning one ofthe multi-million dollar cash over which vou want to subscribe. aa Vour Shareo 
co prizes in 1, 2 or all 3 Lottos; 


Your favorite numbers might come up at 








Complete the form with vour full name and 








Here's how much is paid out every year: address and indicate whether you'll be paying by anytime. So don't delay! Enter now and win 
* Annual payouts: UK National Lottery pays cheque or credit card. anything from a US$16 Million Jackpot to 









thousands of lesser cash prizes. 








out US$2.6 Billion, German Lotto pays out 
US$1.89 Billion and French Lotto pays out 
US$468Milion. 00 
* Weekly Prize Pool: US$51.9 Million is paid 
out in the UK National Lottery, US$36.3 
Million in German Lotto, and US$10.2 
Million in French Lotto. 


To make sure you don't missout on iny of the huge 
Jackpots and Superdraws (the biggest Draw held 4or 5 
times a year), enter as anáutomatic Renewal Player. 
When you pay by credit card, you can sign the 
Automatic Renewal Box on the form below, This 
way, your subscription is renewed automatically by 
charging your credit card everytime your entry 
expires - until you notify us otherwise. 


Complete the Entry Form now and mail or 
fax it today to Overseas Subscribers Agents at 
the address below: 

OVERSEAS SUBSCRIBERS AGENTS 
! EURCLOTTO, Priority Centre, 


a Nieuwezijds Voorburgwal 86 
1012 SE Amsterdam, Netherlands 









* Weekly Jackpot Pr izes: You can win at Send the Entry Form to Overseas Subscribers see ae A 2 ES B 
least US$16.7 Million in UK National Agents at the address shown and vour numbers will E-mail: intmail@skyinet.net 


(Cut off completed Entry Form along broken line above and return it to OSA together with your payment instructions.) 


Mail or fax OVERSEAS SUBSCRIBERS AGENTS 
completed P EUROLOTTO - Priority Centre Nieuwezijds Voorburgwal 86 1012 SE Amsterdam, Netherlands 
Entry Form to: Fax: (+31 20) 6383171 Tel: (+31 20) 6383519. E-mail: intmail(skyinet.net 
Lee GAME 1 "| GAME 2 

12345 6 789810 2 2 j 8 a 9 
132 1314 15 16 17 18 19 20 
2122 23 24 25 26 27 28 29 30 



























[12 34 5 6 728910 
E1112 1914 15 15 47 18 19 20 


0123458 7283918 















132 1314/15 16 17 18 12 20 
2122 23 24 25 26 27 28 29 30 | 21 22 23 24 25 26 27 28 29 30 
5 32 33 MG 36 37 3B 9 40] 3 232535 3338 0 |91 32 3.24 36 26 32 38 29. 40 
4142 43 44 45 46 47 48 AS 41 42 43 44 45 45 728 48.— at 42 42 44 45 45 47 48 48 
GAME 6 | GAME 7 O| GAMES . 
1234567891]]12345587835:]1:234 56 7891 
Jte 1314 15 16 12 18 19 20 | M 12 13 14 15 18 17 58 9 20] i012 2 14 15 16 17 18 1920 | 1 12 13 14 15 16 17 18 19 20 
21 ZE 23 24 25 26 2? 28 29 30] 21 22 23 24 25 26 27 28 28 30 | 21 22. 23 24 25 26 27 28 29 30 21 22 23 24 28 26 27 28 29.39) 
5 332233339 0]3 12 234 3536 2 38:28:40 |31 2233.4 36:36 37 28.29 40 


31323334 35 36 37 38 00 0 
4i 42 43 44 45 46 47 48 49 41 42 43 44 45 46 47 48 49 4142 43 44 45 45 47 4B 48 41 42 43 44 45 46 47 48 49 





(vf YES! 1 want to join EuroLotto for a 
hance to play and win my share of the 
Multi-Million Dollar pn zes given away 
every Saturday in 3 of Europe's biggest 
.. paying Lotteries - the UK National Lottery, 
French Lotto and German Lotto. I have 
v selected my numbers at right and the number 
of Games and weeks | want to play below. 
Enter me now! 
ron CHARGE YOUR CREDIT CARD AND 
FASTEST FAX DIRECT TO AMSTERDAM - 
SERVICE FAX: (431) 20 638 3171 
































































12.34 5 6 7 B 910 
1112 13 14 155 16 :7 18 19 20 
2122 23 24 25 26 27 28 29 30 
31 32 3134 35 36 27 38 39 40 
4142 43 44 45 46 AT 48 40 



























































n —— | _ CJ Please charge my credit card for CJ American Express Q] VISA 
MER OF GANS ss "n 
NUMBER GAMES| $ WEEKS | 10 WEEKS 20 WEEKS US$ 00 00 LLL — (pleusetickright) — C] Mastercard Ci es 
ab. P GAME (QJ usses [OQ  usspelQ  uss242 
+. 2GAMES |Q ussi2e [O  US$242 |O  Ussa4 EN eae ee ERE A e 
» 4 GAMES IS$24 35474 SEIE : 
* nm : US$242 Q uU PS s Loen Cardmember's Name: E E RL PEENE AE EAEN 
Fo 6 GAMES wt US$358 |0  uss706 |Q Uussi402 | i 
Gb 8 GAMES C] US$474 [( 1§$938 19 USS1866 Expiry Date: — FARMERS ANAE a 
* 10 GAMES |Q) U53590 USS1170 US$2330 - 
m = : a LJ enclose a cheque/bank draft for USS — — payable to : 
“OPN TRODUCTORY BONUS: š E 


WEEKS ADDED 


m M 


2 WEEKS ADDED 
FREE 





| “OVERSEAS SUBSCRIBERS AGENTS" 
* Convertible currency cheques accepted. but must be payable in currency of country in which 
drawn (USS chegue must be drawn on US. bank, UKE cheque must be drawn on UK. bank, etc) 


ge etixtra Weeks added to your xubiscriptian FREE 







dO. aso. CS AUTOMATIC RENEWAL | 
AG the-end of ity. subscription period, please renew my Carnes 
tmaticadly by charging my credit card until | notify you otherwise. 





86£23 
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POSTAGE, HANDLING AND SERVICE CHARGES ARE COVERED IN THE ABOVE PRÍCES. mme e nnn 
MONEY-BACK GUARANTEE : Wi after entering, you're not completely satisfied Address: mr ren m ti -— 
h the Service you receive, for any reason at all, let us know and you'll receive 
1 refund ón ihe unexpired portion af your play. —— Ct it i a: 
¥seas Subscribers Agents is a Lottery Service Agency independent of Govemment Tel: Fax: 
i ocntries are processed inreugh Agents licensed by Government Authorities. Iun SE MOM TO E PEOR cea kip aa a eet E CNET Aq ES gies aah Rae Coe a 


Valid only where legal. (in case we need to contac: you about your subscription.) 








WORLD CLASS PERFORMANCE IN 1997 


PRODUCING RESULTS 
FOR OUR CLIENTS AND 
OUR SHAREHOLDERS. 


issued by Credit Suisse First Boston Europe) Ltd: regulated by S 


e $7.1 BILLION IN REVENUE 
e $1.8 BILLION IN PROFIT BEFORE TAX 
e 18% RETURN ON EQUITY’ 


DONE. 


| on equity, after taxes 


Credit Suisse First Boston reported business unit results for 1997 as part of 
Credit Suisse Group’s results announcement. They are what you’d expect from a 
world class investment banking firm. 


CREDIT | FIRST AAT 
SUISSE BOS TON THE GREATER THE RESOURCES, THE GREATER THE POSSIBILITIES. | 





